
 
 

 
 
 

 
 
 

RELEASE OF SCHEME DOCUMENTS 
 
 
 
Sydney – Tuesday, 14 June 2011 – iSOFT Group Limited (ASX:ISF) has today lodged with the ASX the attached 
Scheme documents in relation to the proposed scheme of arrangement in relation to the transaction with CSC.  
 
As announced on 9 June 2011, the Federal Court has made orders convening meetings of iSOFT shareholders and 
option holders to be held on Friday, 15 July 2011.  
 
The Scheme documents will be dispatched to iSOFT securityholders on Wednesday, 15 June 2011.  
 
 
End of release 

 

For further information contact: 
 
Investors:  Media:  
Howard Edelman  Alan Jury 
General Counsel & Company Secretary Director 
iSOFT Group Limited FD  
t: +61 2 8251 6700 t: +61 2 8298 6100 
e:  howard.edelman@isofthealth.com m: +61 418 833 149 
  e: alan.jury@fd.com   
 

About iSOFT Group  
iSOFT Group Limited (ASX: ISF) is a health information technology company listed on the Australian Securities Exchange.  
 
iSOFT works with healthcare professionals to design and build software applications that answer all of the difficult questions posed by today’s 
healthcare delivery challenges. Our solutions act as a catalyst for change, supporting free exchange of critical information across diverse care 
settings and participating organizations.  
 
Today, more than 13,000 provider organizations in 38 countries use iSOFT’s solutions to manage patient information and drive improvements in 
their core processes. The Group’s sustainable development is delivered through careful planning, in-depth analysis of the market, and anticipation 
of our clients’ evolving requirements. Our business is driven by the collective talent, experience and commitment of more than 3,300 specialists in 
17 locations worldwide.   
 
A global network of iSOFT subsidiaries, supported by an extensive partner network, provides substantial experience of national healthcare markets. 
As a result, we offer our clients comprehensive knowledge of local market requirements in terms of culture, language, working practices, regulation 
and organizational structure.  

www.isofthealth.com 
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This is an important document and requires 
your immediate attention. You should read this 
document in its entirety before deciding whether 
or not to vote in favour of the Scheme(s) relevant 
to you. If you are in doubt as to what you should 
do, you should consult your legal, investment or 
other professional adviser.

If, after reading this Scheme Booklet, you 
have any questions about the Scheme(s), 
please call the iSOFT Securityholder 
Information Line on: 1800 427 320 
(within Australia) or +61 2 8280 7168 
(outside Australia) Monday to Friday 
between 8.30 am and 5.30 pm (Sydney time), 
or visit www .isofthealth.com.

If you have recently sold all of your iSOFT 
Shares and/or do not hold any iSOFT Options, 
please disregard this document.

THE INDEPENDENT DIRECTORS UNANIMOUSLY 
RECOMMEND THAT YOU VOTE IN FAVOUR  
OF THE SCHEMES, IN THE ABSENCE OF 
a SUPERIOR PROPOSAL

Scheme Booklet for 
the acquisition of 
iSOFT Group Limited 
(ACN 063 539 702) (iSOFT)

by  
CSC Computer Sciences Australia Holdings Pty Ltd 
(ACN 120 570 390) (CSC Australia), a wholly-owned 
Subsidiary of Computer Sciences Corporation (CSC)
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IMPORTANT NOTICES

Defined Terms
Capitalised terms used in this Scheme Booklet 
are defined in the Glossary in Section 17 and 
refer to this Scheme Booklet only. The documents 
reproduced in some of the Annexures to this 
Scheme Booklet each have their own defined 
terms which are sometimes different to those 
in the Glossary.

This Scheme Booklet
This Scheme Booklet includes the explanatory 
statements for each of the Schemes required to be 
sent to iSOFT Securityholders under Part 5.1 of the 
Corporations Act 2001 (Cth) (Corporations Act). 
The purpose of this Scheme Booklet is to explain 
the terms of each of the Schemes and the manner 
in which each of the Schemes will be implemented 
(if approved by iSOFT Securityholders). It contains 
prescribed and other material information relevant 
to your decision whether to approve the Scheme(s) 
relevant to you. a copy of the proposed Share 
Scheme is set out in Annexure D, and a copy of the 
proposed Option Scheme is set out in Annexure E.

You should read this Scheme Booklet in its entirety 
before making a decision as to how to vote on 
the Scheme Resolution(s) to be considered at the 
Scheme Meeting(s) relevant to you. If you are in 
doubt as to what you should do, you should consult 
your legal, investment or other professional adviser.

Responsibility for information
iSOFT has prepared and is responsible for the iSOFT 
Information in this Scheme Booklet. CSC Australia 
and CSC, and each of their respective directors, 
officers, employees and advisers do not assume 
any responsibility for the accuracy or completeness 
of the iSOFT Information.

CSC Australia and CSC have prepared and are 
responsible for the CSC Information. iSOFT and 
its directors, officers, employees and advisers 
do not assume any responsibility for the accuracy 
or completeness of the CSC Information.

The Independent Expert, Lonergan Edwards & 
Associates Limited, has prepared and is responsible 
for the Independent Expert’s Report and the 
Supplementary Expert’s Report. Neither iSOFT, 
CSC Australia nor CSC assume any responsibility for 
the accuracy or completeness of the information 
contained in the Independent Expert’s Report or the 
Supplementary Expert’s Report. The Independent 
Expert does not assume any responsibility for 
the accuracy or completeness of the information 
contained in this Scheme Booklet other than as 
contained in the Independent Expert’s Report, the 
Supplementary Expert’s Report or the statements 
it has made in this Scheme Booklet.

Investment decisions
This Scheme Booklet has been prepared without 
reference to the investment objectives, financial 
situation or particular needs of any iSOFT 
Securityholder or any other person. This Scheme 
Booklet should not be relied on as the sole basis 
for any investment decision. Independent legal, 
financial and taxation advice should be sought 
before iSOFT Securityholders make any investment 
decision in relation to their iSOFT Shares and/or 
iSOFT Options.

ASIC and ASX involvement
A copy of this Scheme Booklet (including the 
Independent Expert’s Report) has been lodged with, 
and registered for the purposes of section 412(6) 
of the Corporations Act by, the Australian Securities 
and Investments Commission (ASIC). ASIC has been 
given an opportunity to review and comment on this 
Scheme Booklet in accordance with section 411(2)(b) 
of the Corporation Act. Neither ASIC nor any of its 
officers take any responsibility for the contents 
of this Scheme Booklet.

ASIC has been requested to provide a statement, 
in accordance with section 411(17)(b) of the 
Corporations Act, that it has no objection to the 
Schemes. If ASIC provides that statement, it will be 
produced to the Court on the Court Approval Date.

A copy of this Scheme Booklet will be lodged with 
ASX Limited (ASX). Neither ASX nor any of its 
officers take any responsibility for the contents 
of this Scheme Booklet.

Court involvement and order under 
section 411(1) of the Corporations Act
The fact that under subsection 411(1) of the 
Corporations Act, the Federal Court of Australia 
(Court) has ordered that the Scheme Meeting(s) be 
convened and has approved the Scheme Booklet 
required to accompany the notices of the Scheme 
Meeting(s) does not mean that the Court has:

•	 	formed	any	view	as	to	the	merits	of	the	proposed	
Scheme(s) or as to how iSOFT Securityholders 
should vote (on which the iSOFT Securityholders 
must reach their own decision); or

•	 	prepared,	or	is	responsible	for	the	content	of,	
the Scheme Booklet.

Disclosure regarding forward looking 
statements
This Scheme Booklet may contain forward 
looking statements in connection with iSOFT 
and CSC Australia.

To the extent there are forward looking statements 
in this Scheme Booklet, they may not be based 
on historical facts, but rather reflect the current 
views of iSOFT in relation to the iSOFT Information 
and CSC Australia and CSC in relation to the 
CSC Information, held only as at the date of this 
Scheme Booklet concerning future results and 
events. Forward looking statements generally may 
be identified by the use of forward looking words 
or phrases such as “believe”, “aim”, “expect”, 
“anticipated”, “intending”, “foreseeing”, “likely”, 
“should”, “planned”, “may”, “estimated”, 
“potential” or other similar words and phrases. 
Similarly, statements that describe iSOFT’s, 
CSC Australia’s and CSC’s objectives, plans, 
goals or expectations are or may be forward 
looking statements.

Although iSOFT believes that the views reflected 
in any forward looking statements in the iSOFT 
Information have been made on a reasonable basis, 
no assurance can be given that such views will prove 
to have been correct.

Although CSC Australia and CSC believe that the 
views reflected in any forward looking statements 
included in the CSC Information have been made on 
a reasonable basis, no assurance can be given that 
such views will prove to have been correct.

These forward looking statements involve known 
and unknown risks, uncertainties, assumptions 
and important other factors that may cause 
either iSOFT’s or CSC Australia’s actual results, 
performance or achievements to differ materially 
from the anticipated results, performance or 
achievements expressed, projected or implied by 
these forward looking statements. Deviations as 
to future results, performance and achievements 
are both normal and to be expected. These forward 
looking statements should be considered in light 
of such factors. iSOFT Securityholders should 
review carefully all of the information, including 
any financial information, included in this Scheme 
Booklet. The forward looking statements included 
in this Scheme Booklet are made only as of the 
date of this Scheme Booklet. Neither iSOFT, 
CSC Australia, CSC nor their directors, officers, 
employees or advisers give any representation, 
assurance or guarantee to iSOFT Securityholders 
that any forward looking statements will actually 
occur or be achieved. iSOFT Securityholders are 
cautioned not to place undue reliance on such 
forward looking statements.

Subject to any continuing obligations under law 
or the ASX Listing Rules, iSOFT, CSC Australia and 
CSC do not give any undertaking to update or 
revise any forward looking statements after the 
date of this Scheme Booklet to reflect any change 
in expectations in relation to those statements or 
any change in events, conditions or circumstances 
on which any such statement is based.

Privacy and personal information
iSOFT will need to collect personal information to 
implement the Scheme(s). The personal information 
may include the names, contact details and 
details of holdings of iSOFT Securityholders, plus 
contact details of individuals appointed by iSOFT 
Securityholders as proxies, corporate representatives 
or attorneys at the Scheme Meeting(s). The collection 
of this information is required or authorised by the 
Corporations Act. iSOFT Securityholders who are 
individuals, and other individuals in respect of whom 
personal information is collected, have certain 
rights to access the personal information collected 
about them and should contact the iSOFT Registry 
by calling +61 3 9415 4000 if they wish to exercise 
those rights.

The personal information may be disclosed to the 
iSOFT Registry, print and mail service providers, 
Related Bodies Corporate and advisers of iSOFT and 
CSC Australia and, in any case, where disclosure 
is required by law or where the relevant individual 
has consented. If the personal information outlined 
above is not collected, iSOFT may be hindered in, or 
prevented from, conducting the Scheme Meeting(s) 
or implementing the Scheme(s) effectively or at all. 
iSOFT Securityholders who appoint an individual 
as their proxy, corporate representative or attorney 
to vote at the Scheme Meeting(s) should inform that 
individual of the matters outlined above.

iSOFT Group Limited Scheme Booklet

F
or

 p
er

so
na

l u
se

 o
nl

y



1

 TABLE OF CONTENTS

1

Important notices IFC
Key dates for the Share Scheme Meetings 2
Key dates for the Option Scheme Meeting 3
Chairman’s Letter 4
1  Reasons to vote in favour of the Schemes 8
2  Reasons not to vote in favour of the Schemes 9
3  What should you do? 10
4  Details of the Share Scheme Meetings and voting 11
5  Details of the Option Scheme Meeting and voting 13
6  Frequently asked questions 15
7  Summary of the Schemes 29
8   Independent Directors’ recommendation and matters  

relevant to your vote on the Scheme(s) 30
9  Implementation of the Schemes 37
10 Information on iSOFT 43
11  Information on CSC and CSC Australia 49
12  What if the Schemes are not implemented? 51
13   Risks associated with iSOFT if the Schemes  

are not implemented 52
14  Taxation implications for iSOFT Shareholders 55
15  Taxation implications for iSOFT Optionholders 58
16 Additional information 62
17  Glossary 69
Annexure A: Scheme Implementation Agreement 75
Annexure B: Notices of Share Scheme Meetings 129
Annexure C: Notice of Option Scheme Meeting 135
Annexure D: Share Scheme 140
Annexure E: Option Scheme 149
Annexure F: Share Scheme Deed Poll 158
Annexure G: Option Scheme Deed Poll 165
Annexure H: Independent Expert’s Report 172

Notice to persons outside Australia
This Scheme Booklet and the Schemes are subject 
to Australian disclosure requirements, which may 
be different from the requirements applicable 
in other jurisdictions. The financial information 
included in this Scheme Booklet is based on 
financial statements that have been prepared 
in accordance with Australian equivalents to 
International Financial Reporting Standards, which 
may differ from generally accepted accounting 
principles in other jurisdictions.

This Scheme Booklet and the Schemes do not 
in any way constitute an offer of securities in any 
place in which, or to any person to whom, it would 
not be lawful to make such an offer.

Effect of rounding
A number of figures, amounts, percentages, 
estimates, calculations of value and fractions in 
this Scheme Booklet are subject to the effect 
of rounding. Accordingly, the actual calculation 
of these figures may differ from the figures set 
out in this Scheme Booklet.

Times and dates
Unless otherwise stated, all times referred to in 
this Scheme Booklet are times in Sydney, Australia. 
All dates following the date of the Scheme 
Meetings are indicative only and are subject to 
the Court approval process, ASX approval and the 
satisfaction or, where applicable, waiver of the 
Conditions Precedent to the implementation 
of the Schemes (see Annexure A for details 
of the Conditions Precedent).

Currency
Unless otherwise stated the financial amounts 
referred to in this Scheme Booklet are expressed 
in Australian currency and reference to $, AUD, 
A$ or cents is to Australian currency.

Graphs and charts
Unless otherwise stated, all data contained in 
charts, graphs and tables is based on information 
available as at the date of this Scheme Booklet.

iSOFT website
The content of the website of iSOFT does not 
form part of this Scheme Booklet and iSOFT 
Securityholders should not rely on any such content.

Date
This Scheme Booklet is dated Friday, 10 June 2011.
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Key dates for the Share Scheme Meetings

SHARE SCHEME MEETINGS DATE

Last date and time by which Forms of Instructions for Share Scheme Meeting 1 
must be received by Equiniti from CDI holders

10.00 am,  
Tuesday, 5 July 2011

Last date and time by which Proxy Forms and powers of attorney for Share 
Scheme Meeting 1 must be received by the iSOFT Registry

10.00 am,  
Wednesday, 13 July 2011

Last date and time by which Proxy Forms and powers of attorney for Share 
Scheme Meeting 2 must be received by the iSOFT Registry

10.30 am,  
Wednesday, 13 July 2011

Date and time for determining eligibility to vote at Share Scheme Meeting 1 10.00 am,  
Wednesday, 13 July 2011

Date and time for determining eligibility to vote at Share Scheme Meeting 2 10.30 am,  
Wednesday, 13 July 2011

Share Scheme Meeting 1 10.00 am,  
Friday, 15 July 2011

Share Scheme Meeting 2

(or as soon thereafter as Share Scheme Meeting 1 is concluded or has been adjourned)

10.30 am,  
Friday, 15 July 2011

IF iSOFT SHAREHOLDERS APPROVE THE SHARE SCHEME AT EACH SHARE SCHEME 
MEETING, THEN:

Court hearing for approval of the Share Scheme (Court Approval Date) Monday, 18 July 2011

Effective Date 
This is the date on which the Share Scheme comes into effect and is binding on iSOFT 
Shareholders (including CDI holders). Court orders are lodged with ASIC and an 
announcement is made to the ASX. iSOFT Shares will be suspended from trading at 
the close of trading on the ASX. 

Tuesday, 19 July 2011

Date for determining entitlement to Share Scheme Consideration 
(Share Scheme Record Date)

Tuesday, 26 July 2011

Implementation Date 
All Scheme Shareholders will be sent the Share Scheme Consideration to which they are 
entitled on this date and all iSOFT Shares will be transferred to CSC Australia.

Friday, 29 July 2011

All dates following the date of the Share Scheme Meetings are indicative only and are subject to the Court approval process, 
ASX approval and the satisfaction or, where applicable, waiver of the Conditions Precedent to the implementation of the 
Share Scheme (see Section 3 of Annexure F). Any changes to the above timetable will be announced to the ASX and notified 
on iSOFT’s website at www .isofthealth.com
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Key dates for the Option Scheme Meeting

OPTION SCHEME MEETING DATE

Last date and time by which Proxy Forms for the Option Scheme Meeting must 
be received by the iSOFT Registry 

11.00 am,  
Wednesday, 13 July 2011

Date and time for determining eligibility to vote at the Option Scheme Meeting 11.00 am,  
Wednesday, 13 July 2011

Option Scheme Meeting

(or as soon thereafter as Share Scheme Meeting 2 is concluded or has been 
adjourned)

11.00 am,  
Friday, 15 July 2011

IF iSOFT OPTIONHOLDERS APPROVE THE OPTION SCHEME AT THE OPTION SCHEME 
MEETING, THEN:

Court hearing for approval of the Option Scheme (Court Approval Date) Monday, 18 July 2011

Effective Date 
This is the date on which the Option Scheme comes into effect and is binding on iSOFT 
Optionholders. Court orders are lodged with ASIC and an announcement is made to the ASX. 

Tuesday, 19 July 2011

Date for determining entitlement to Option Scheme Consideration (Option Scheme 
Record Date)

Tuesday, 26 July 2011

Implementation Date 
All Scheme Optionholders will be sent the Option Scheme Consideration to which they are 
entitled on this date and all iSOFT Options will be cancelled. 

Friday, 29 July 2011

All dates following the date of the Option Scheme Meeting are indicative only and are subject to the Court approval process, 
ASX approval and the satisfaction or, where applicable, waiver of the Conditions Precedent to the implementation of the 
Option Scheme (see Section 3 of Annexure G). Any changes to the above timetable will be announced to the ASX and 
notified on iSOFT’s website at www .isofthealth.com
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1 As at 7 June 2011.

Chairman’s Letter

10 June 2011

Dear iSOFT Securityholder

On 2 April 2011, iSOFT Group Limited 
(iSOFT) announced that it had entered 
into a Scheme Implementation 
Agreement, under which it is 
proposed that: 

•	 CSC Computer Sciences Australia 
Holdings Pty Ltd (ACN 120 570 
390) (CSC Australia) will acquire all 
of the iSOFT Shares on issue on the 
Share Scheme Record Date; and 

•	 all of the iSOFT Options on issue on 
the Option Scheme Record Date will 
be cancelled,

by way of separate schemes 
of arrangement (the Share Scheme for 
iSOFT Shares and the Option Scheme 
for iSOFT Options).

CSC Australia is a wholly-owned 
Subsidiary of Computer Sciences 
Corporation (CSC). CSC is listed on 
the New York Stock Exchange with 
a market capitalisation of approximately 
$5.5 billion1, and is a global provider 
of technology enabled business 
solutions and services. CSC is a strategic 
partner of iSOFT in its existing 
NPfIT project with the NHS in the 
United Kingdom. 

Share Scheme
Under the Share Scheme, CSC Australia 
will acquire all of the iSOFT Shares on 
issue on the Share Scheme Record Date 
for $0.17 cash per iSOFT Share. This 
represents a substantial premium of:

•	 227% to the last traded price 
of $0.052 per iSOFT Share on 
24 March 2011, being the last day 
on which iSOFT Shares traded 
prior to the announcement that 
iSOFT had entered into the Scheme 
Implementation Agreement;

•	 270% to the one month VWAP 
to 24 March 2011 of $0.046 per 
iSOFT Share; and

•	 209% to the three month VWAP 
to 24 March 2011 of $0.055 per 
iSOFT Share.

Option Scheme
Under the Option Scheme, all of the 
iSOFT Options on issue on the Option 
Scheme Record Date will be cancelled 
and CSC Australia will pay iSOFT 
Optionholders the Applicable Option 
Scheme Consideration, which is 
between $0.001 and $0.033 per iSOFT 
Option depending on the expiry date 
and the exercise price of the relevant 
iSOFT Option. Section 7.1 of this 
Scheme Booklet details the Applicable 
Option Scheme Consideration. 

Independent Directors’ 
Recommendation
The iSOFT Directors not associated 
with Oceania Capital Partners Limited 
(OCP) comprising Mr Andrea Fiumicelli, 
Mr Peter Housden, Mr Ronald Series 
and myself (the Independent 
Directors) believe that the Schemes 
provide a significant opportunity for 
iSOFT Securityholders to realise cash for 
their iSOFT Shares (at a 227% premium 
to the last traded share price per iSOFT 
Share prior to the announcement that 
iSOFT had entered into the Scheme 
Implementation Agreement) and iSOFT 
Options. This opportunity will likely 
not be available if the Share Scheme 
does not proceed, unless a Superior 
Proposal emerges.

For this, and the other reasons set 
out below, the Independent Directors 
unanimously recommend that you vote 
in favour of the Scheme(s) relevant 
to you at the Scheme Meeting(s) 
in the absence of a Superior Proposal. 
No Superior Proposal has been received 
by iSOFT as at the date of this Scheme 
Booklet. If one were to be received 
by iSOFT, the iSOFT Directors would 
have a fiduciary and statutory duty 
to explore it fully. 

In forming their recommendation, 
the Independent Directors have taken 
into account the challenging financial 
position of iSOFT as noted below. In the 
absence of access to substantial new 
sources of funding, iSOFT is unlikely to 
be able to meet its financing obligations 
when they become due. In these 

circumstances, iSOFT Securityholders 
are likely to be materially worse off 
relative to the consideration they will 
receive under the Schemes and could, 
in certain circumstances, realise no 
value for their iSOFT Shares and/or 
iSOFT Options.

Due to the arrangements relating 
to the Convertible Notes (as described 
below), the OCP nominees to the 
iSOFT Board (namely Robert Moran 
and Ian Tsicalas) have refrained from 
making a recommendation to iSOFT 
Securityholders so as to avoid any 
perception of a conflict of interest. 
However, OCP has indicated that it 
intends to support the Share Scheme 
if no proposal which OCP considers 
superior is made. Robert Moran has 
indicated that he intends to vote the 
iSOFT Shares which he personally 
controls in favour of the Share Scheme. 
Ian Tsicalas does not personally control 
any iSOFT Shares.

Repayment of iSOFT indebtedness
If CSC Australia acquires all the 
outstanding securities in iSOFT pursuant 
to the Schemes, CSC Australia will 
provide funding to iSOFT to enable 
it to repay all of iSOFT’s outstanding 
debt obligations under its senior debt 
facilities and the Convertible Notes.

The lenders under the senior debt 
facilities will receive repayment of the 
full amount owing to them.

Oceania Healthcare Technology 
Investments Pty Ltd (OHTI), a Subsidiary 
of Oceania Capital Partners Limited 
and the only holder of the Convertible 
Notes, will receive repayment of the 
full amount owing to it, being an 
aggregate amount of $39,717,621. 
The Convertible Notes are unsecured 
debt obligations of iSOFT and are due 
for repayment in full in two tranches, 
in October and November 2012.

Benefit to OHTI as holder 
of Convertible Notes
The Independent Directors obtained 
a valuation of the Convertible Notes to 
assist iSOFT Securityholders in assessing 
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the arrangements in relation to the 
Convertible Notes. The Independent 
Expert has valued the Convertible Notes 
and has concluded that their market 
value is in the range of $18.3 million 
to $26.7 million (with the market 
value of the Convertible Notes being 
determined as if offered for sale in the 
absence of the Schemes or a similar 
proposal). On this basis, OHTI will 
receive a benefit in consequence of the 
repayment of the Convertible Notes in 
the range of $13 million to $21.4 million, 
which benefit will only be available 
to OHTI, as the sole holder of the 
Convertible Notes, if the Share Scheme 
is implemented. 

The Independent Directors believe that 
iSOFT Securityholders should consider 
the following factors when assessing 
the benefit to OHTI from the early 
repayment of the Convertible Notes 
in full:

•	 In the absence of the Schemes 
or a similar proposal, it is doubtful 
that iSOFT would be able to repay 
and/or refinance its senior debt 
facilities (which mature on or before 
31 March 2012) and to repay the 
Convertible Notes. In the event that 
iSOFT was unable to repay and/or 
refinance its senior debt facilities, 
iSOFT Securityholders are likely to 
be materially worse off relative to 
the consideration they will receive 
under the Scheme(s) and could, 
in certain circumstances, realise no 
value for their iSOFT Shares and/or 
iSOFT Options.

•	 As part of its proposal to acquire 
full control of iSOFT, CSC Australia 
required that the Convertible Notes 
and all of iSOFT’s senior debt funding 
be repaid, and offered to provide 
funding to iSOFT to enable that 
to occur. It is common practice for 
acquirers in a change of control 
transaction to either acquire, or 
require the target to repay or redeem, 
all debt and other obligations 
convertible into equity to ensure that 

the acquirer can enjoy the benefits 
of 100% ownership of the equity. 

•	 The Independent Directors consider 
it likely (based on the proposals 
contained in other first round bids 
received during the strategic review 
process) that most other parties 
wishing to acquire full control 
of iSOFT would seek to acquire 
or repay the Convertible Notes 
on substantially the same terms 
as proposed by CSC Australia.

Having taken into account all 
of the relevant considerations, the 
Independent Directors have concluded 
that the Schemes are in the best 
interests of iSOFT Securityholders. 
However, iSOFT Securityholders 
may disagree and consider the 
provision of the benefit to OHTI as a 
consequence of the early repayment of 
the Convertible Notes in full as a reason 
to vote against the Schemes.

Further information on the Convertible 
Notes, the terms of their repayment and 
the total consideration payable to OHTI 
on the implementation of the Share 
Scheme are set out in Section 10.8 and 
the Supplementary Expert’s Report. 
The Supplementary Expert’s Report is 
an important document and all iSOFT 
Securityholders are encouraged to read 
the Supplementary Expert’s Report in 
its entirety and consider the conclusion 
of the Independent Directors in the 
context of the full report.

Payments to OHTI
On implementation of the Share 
Scheme, OHTI will receive: 

•	 $44,734,298 as the aggregate 
Share Scheme Consideration for all 
of its iSOFT Shares (this is the same 
consideration per iSOFT Share as 
all iSOFT Shareholders will receive);

•	 $39,717,621 by way of repayment 
of the Convertible Notes; and 

•	 $27,901 in consideration of the 
extinguishment of the Warrants held 
by OHTI.2 

The total consideration payable by 
CSC Australia for the acquisition 
of iSOFT, including in respect of the 
Share Scheme Consideration, Option 
Scheme Consideration, Convertible 
Notes, Warrants, the outstanding 
senior debt of iSOFT and associated 
fees is approximately $460 million. 
The total amount payable to OHTI as 
set out above represents approximately 
18% ($82.8 million) of the total 
amount payable by CSC Australia 
in the transaction. 

The total consideration payable 
by CSC Australia for the acquisition 
of all of the iSOFT Shares, iSOFT 
Options and Warrants is approximately 
$183.2 million. The total amount 
payable to OHTI in respect of its iSOFT 
Shares and Warrants is approximately 
24% ($44.8 million) of this amount.

Votes by OCP Shareholders on the 
Share Scheme 
As OHTI will be receiving early 
repayment of the Convertible Notes 
in full, which amount is greater than 
their market value as ascertained by the 
Independent Expert (with the market 
value of the Convertible Notes being 
determined as if offered for sale in the 
absence of the Schemes or a similar 
proposal) such that OCP Shareholders 
may have an additional incentive to 
approve the Share Scheme Resolution, 
it is appropriate for OCP Shareholders 
to vote on the Share Scheme in 
a separate class to the other iSOFT 
Shareholders. 

Accordingly, all iSOFT Shareholders 
(other than OCP Shareholders) will vote 
on the Share Scheme at Share Scheme 
Meeting 1 and OCP Shareholders 
will vote on the Share Scheme at 
Share Scheme Meeting 2. To become 
Effective, the Share Scheme must be 
approved by the requisite majorities 
of iSOFT Shareholders at each Share 
Scheme Meeting. 

2  The aggregate consideration payable to OHTI for the Warrants will be reduced to the extent any Warrants are exercised or expire prior 
to the Second Court Date. 
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Background to and rationale for the 
proposal from CSC
The proposal from CSC Australia arises 
from the strategic review process 
initiated by the iSOFT Directors 
following the conclusion of the 
FY10 financial year, which examined 
ways to maximise the value for 
iSOFT Securityholders given the level 
of the iSOFT Group’s indebtedness. 
This included consideration 
of a recapitalisation, the sale of parts 
of the Company and the sale of the 
whole Company.

The extensive strategic review process 
undertaken by iSOFT and its advisers 
involved discussions with numerous 
parties on a worldwide basis, many 
of whom executed non-disclosure 
agreements and were granted access 
to non-public information about 
iSOFT to assist those parties with 
their due diligence investigations. 
As a result, a number of indicative, 
non-binding proposals (subject to 
due diligence) were received, but the 
proposal from CSC was financially 
attractive, considerably more advanced 
and less conditional than all other 
indicative offers received. In fact, the 
only definitive proposal that iSOFT 
received was from CSC. The iSOFT 
Board decided to enter into the 
Scheme Implementation Agreement 
with CSC on the basis that no other 
proposal offered value as attractive and 
a transaction as certain (from a funding, 
execution and timing perspective). 

As stated above, as part of the strategic 
review process, iSOFT took advice 
and sought offers on the alternative 
of a recapitalisation of the Company. 
iSOFT is currently operating with limited 
scope for additional funding under its 
financing arrangements and, as detailed 
in Sections 10.5 and 13.2 of this 
Scheme Booklet, the Company’s senior 
debt facilities mature in December 2011 
and March 2012 and the Convertible 
Notes mature in October and 
November 2012. Furthermore, the 
senior debt facilities currently have 
high and increasing rates of interest. 
The Company’s existing banking 
syndicate has made it clear that they 
would be seeking full repayment 

of the senior debt facilities when they 
mature. a capital raising of the order 
of magnitude required to enable 
repayment was considered by the 
Company (with advice from its advisers) 
to be a very challenging alternative, 
especially as the iSOFT Share price 
has deteriorated through the last 
six months. In this regard, I note the 
conclusion of the Independent Expert, 
Lonergan Edwards, in paragraph 237 
of its Independent Expert’s Report:

In the circumstances envisaged, 
we consider it unlikely that existing 
iSOFT shareholders would provide 
the required level of equity funding 
and that a successful capital raising 
would likely require a significant 
component of institutional funding 
or the introduction of a significant new 
cornerstone investor. The interest of all 
existing shareholders in iSOFT would 
therefore be significantly diluted.

This conclusion is consistent with 
the advice received by the Company 
and indeed the responses received 
as part of the strategic review process. 
However, the Independent Expert’s 
Report is an important document 
and all iSOFT Securityholders are 
encouraged to read the Independent 
Expert’s Report in its entirety and 
consider this conclusion in the context 
of the full report.

Furthermore, even if a capital raising 
were ultimately achievable, the possible 
outcome for iSOFT Shareholders has 
to be weighed against the significant 
dilution to iSOFT Shareholders that 
would result unless existing iSOFT 
Shareholders contribute significant 
additional funds for new equity, and 
the certainty of the cash offer and 
the significant premium proposed 
by CSC Australia. 

The Independent Directors have 
carefully considered iSOFT’s future 
growth opportunities, challenges 
and risks, as well as the uncertainty 
of delivering value to iSOFT 
Securityholders that would be superior 
to the Share Scheme Consideration 
and Option Scheme Consideration. 

The Independent Directors have also 
considered the benefit that would be 
received by OHTI as a result of the early 
repayment of the Convertible Notes 
in full. The Convertible Notes were 
valued by the Independent Expert in 
the absence of the Schemes or similar 
proposal and as stated in paragraph 30 
of the Supplementary Expert’s Report: 

“It should also be noted that, in the 
absence of the change of control 
transaction, the market price of iSOFT 
shares would trade significantly below 
our assessed range and the Share 
Scheme Consideration due to the 
uncertainty associated with iSOFT’s 
ability to repay or refinance its debt.”

The Supplementary Expert’s Report is 
an important document and all iSOFT 
Securityholders are encouraged to read 
the Supplementary Expert’s Report in 
its entirety and consider the conclusion 
of the Independent Directors in the 
context of the full report.

Having taken into account all of the 
above considerations, the Independent 
Directors have concluded that in the 
absence of the proposal from CSC 
Australia, the iSOFT Securityholders 
would be materially worse off. 

Independent Expert’s conclusion 
on the Schemes
The Independent Expert, Lonergan 
Edwards, has concluded that the 
acquisition of the iSOFT Shares by CSC 
Australia under the Share Scheme 
and the cancellation of the iSOFT 
Options under the Option Scheme 
is fair and reasonable, and in the best 
interests of iSOFT Shareholders and 
iSOFT Optionholders. The Independent 
Expert has valued iSOFT Shares at 
between $0.108 and $0.141 per iSOFT 
Share and iSOFT Options at between 
$0.000 and $0.021 per iSOFT Option. 
Accordingly, the Share Scheme 
Consideration of $0.17 per iSOFT Share 
and the Applicable Option Scheme 
Consideration of between $0.001 and 
$0.033 per iSOFT Option each exceed 
the assessed valuation range of the 
iSOFT Shares and iSOFT Options set out 
in the Independent Expert’s Report.

Chairman’s Letter
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Approval of the Share Scheme
The Share Scheme requires Court 
approval and the approval of iSOFT 
Shareholders (other than OCP 
Shareholders) at Share Scheme 
Meeting 1 and OCP Shareholders 
at Share Scheme Meeting 2. To 
become Effective, the Share Scheme 
must be approved by the requisite 
majorities of iSOFT Shareholders at 
each Share Scheme Meeting. The Share 
Scheme Meetings are scheduled to 
be held at 10.00 am and 10.30 am 
respectively on Friday, 15 July 2011 
at Darling Park Tower 2, Level 27, 201 
Sussex Street, Sydney, NSW 2000 
Australia. Section 9.4(b) of this Scheme 
Booklet sets out the voting approval 
thresholds for the approval of the Share 
Scheme. The Independent Directors 
recommend you to vote at the Share 
Scheme Meeting at which you are 
entitled to vote.

Approval of the Option Scheme
The Option Scheme also requires Court 
approval and the approval of iSOFT 
Optionholders at the Option Scheme 
Meeting that is scheduled to be held 
at 11.00 am (or as soon thereafter as 
Share Scheme Meeting 2 is concluded 
or adjourned) on Friday, 15 July 2011 
at Darling Park Tower 2, Level 27, 
201 Sussex Street, Sydney, NSW 2000 
Australia. Section 9.4(c) of this Scheme 
Booklet sets out the voting approval 
thresholds for the approval of the 
Option Scheme. The Independent 
Directors recommend you to vote 
at the Option Scheme Meeting if 
you are entitled to vote.

Conditions Precedent
Both of the Schemes are subject 
to a number of Conditions Precedent 
which are outlined in Section 16.1(a) 
of this Scheme Booklet and set out 
in full in Annexure A.

If the Share Scheme is approved but 
the Option Scheme is not approved
If the Share Scheme is approved by 
iSOFT Shareholders but the Option 
Scheme is not approved by iSOFT 
Optionholders, then the Share Scheme 
will be implemented and CSC Australia 
will acquire all your iSOFT Shares. 

In the absence of any other action 
by CSC Australia, your iSOFT Options 
will remain outstanding. However, 
as CSC Australia will own more than 
90% of the issued capital in iSOFT 
following implementation of the Share 
Scheme, CSC Australia may (but is not 
required to) seek to acquire all of the 
iSOFT Options by way of compulsory 
acquisition. The consideration payable 
for iSOFT Options as part of any 
compulsory acquisition process will 
be determined in accordance with the 
requirements of the Corporations Act 
and accordingly, may be different to the 
Option Scheme Consideration. Section 
11.2(e) of this Scheme Booklet sets out 
CSC’s intentions if the Option Scheme 
is not approved by iSOFT Optionholders.

If the Share Scheme is not 
implemented
If the Share Scheme is not implemented, 
iSOFT will continue as an independent 
entity listed on the ASX, in which event 
iSOFT Shareholders will not receive 
the Share Scheme Consideration and 
iSOFT Optionholders will not receive 
the Option Scheme Consideration. 
If the Share Scheme does not proceed 
and no alternative proposal emerges, 
the Independent Directors expect that 
the market price of iSOFT Shares is likely 
to fall substantially below the $0.17 
cash per iSOFT Share offered by CSC 
Australia under the Share Scheme. 

In addition, as mentioned above, should 
the Share Scheme not be implemented, 
the Company will need to raise 
sufficient capital (both debt and equity) 
in order to fully repay the existing debt 
facilities which fall due within the next 
12 months. There is no certainty that 
the Company would be successful 
in raising that capital, which would 
leave iSOFT Securityholders exposed 
to actions by the Company’s lending 
syndicate to protect their own interests. 

Further Information
This Scheme Booklet contains 
important information about the 
Schemes, including the reasons for the 
recommendation of the Independent 
Directors and a summary of the 
advantages (see Section 1 of this 
Scheme Booklet) as well as the potential 
risks and disadvantages (see Sections 2 
and 13 of this Scheme Booklet) 
associated with the Schemes. Please 
read this Scheme Booklet in its entirety 
before making your decision and voting 
at the Scheme Meeting(s) relevant 
to you. I also encourage you to seek 
independent legal, financial or other 
professional advice before making any 
investment decision in relation to your 
iSOFT Shares and/or iSOFT Options.

I encourage you to vote at the Scheme 
Meeting(s) relevant to you. If you wish 
for the Scheme(s) to proceed, it is 
important that you vote in favour of the 
Share Scheme (if you are an iSOFT 
Shareholder) and the Option Scheme 
(if you are an iSOFT Optionholder). 

If you have any questions in relation 
to the Schemes or this Scheme Booklet, 
please contact the iSOFT Securityholder 
Information Line on 1800 427 320 
(within Australia) or +61 2 8280 7168 
(outside Australia) Monday to Friday 
between 8.30 am and 5.30 pm (Sydney 
time), or visit www .isofthealth.com.

Yours sincerely,

Robert Ellis 
Chairman
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Section 1

iSOFT Group Limited Scheme Booklet

1
This Section 1 should be read in conjunction with Section 2 (which sets out a summary of the reasons to vote 
against the Schemes) and Section 13 (which sets out the risks for iSOFT if the Share Scheme is not implemented).

✔   The Share Scheme has been unanimously recommended 
by the Independent Directors as being in the best 
interests of iSOFT Shareholders, in the absence 
of a Superior Proposal

✔   The Independent Expert has concluded that the 
Share Scheme is fair and reasonable and in the best 
interests of the iSOFT Shareholders, in the absence 
of a Superior Proposal

✔   A comprehensive strategic review process has already 
been undertaken by iSOFT and the proposal from 
CSC is considered by the iSOFT Board to offer the best 
outcome for iSOFT Securityholders taking into account 
the Share Scheme Consideration, Option Scheme 
Consideration and transaction certainty (from a funding, 
execution and timing perspective)

✔   As at the date of this Scheme Booklet, no Superior 
Proposal has emerged

✔   The Share Scheme Consideration of $0.17 per iSOFT 
Share represents an attractive premium to the market 
price of iSOFT Shares prior to the announcement of the 
execution of the Scheme Implementation Agreement

✔   The Share Scheme will deliver immediate and certain 
value to iSOFT Shareholders and eliminate the future 
risks inherent in the iSOFT business

✔   If the Share Scheme does not proceed, iSOFT 
Shareholders will continue to be subject to the specific 
risks associated with iSOFT’s business (including the 
risks associated with the required refinancing of the 
Company) and general market risks

✔   The iSOFT Share price is likely to fall if the Share Scheme 
is not implemented and no alternative proposal emerges

✔   There are no brokerage costs or stamp duty payable 
by iSOFT Shareholders on disposal of their iSOFT Shares 

✔   The Option Scheme is unanimously recommended 
by the Independent Directors as being in the best 
interests of iSOFT Optionholders, in the absence 
of a Superior Proposal

✔   The Independent Expert has concluded that the 
Option Scheme is fair and reasonable and in the best 
interests of the iSOFT Optionholders in the absence 
of a Superior Proposal

✔   The Option Scheme Consideration represents an 
opportunity to receive certain consideration of 
$0.001–$0.033 cash per iSOFT Option (all of which 
are significantly out of the money) which is above 
the Independent Expert’s valuation range of $0.000 
to $0.021 per iSOFT Option

For more information about the reasons why you should vote 
in favour of the Scheme(s), please see Section 8.2.

REASONS TO VOTE IN FAVOUR  
OF THE SHARE SCHEME

REASONS TO VOTE IN FAVOUR  
OF THE OPTION SCHEME
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2Section 2 2

✘  iSOFT Securityholders may disagree with the 
recommendation of the Independent Directors and 
the conclusions of the Independent Expert and believe 
that the Schemes are not in the best interests of 
iSOFT Securityholders

✘   iSOFT Shareholders may be of the view that their 
investment in iSOFT could be worth more than the 
amount offered for their iSOFT Shares under the 
Share Scheme

✘   iSOFT Optionholders may be of the view that their 
investment in iSOFT could be worth more than the 
amount offered for their iSOFT Options under the 
Option Scheme

✘   The tax consequences of the Schemes may not suit 
an iSOFT Securityholder’s financial position

✘   iSOFT Securityholders may wish to maintain their 
current investment in iSOFT so as to participate in any 
future value created by iSOFT as a result of on-going 
operations (including from the development and 
implementation of LORENZO)

✘   iSOFT Securityholders may consider there is a possibility 
that a Superior Proposal will emerge 

✘   iSOFT Securityholders may disagree with the terms of the 
Schemes or the associated commercial arrangements, 
including the repayment of the Convertible Notes in full 
at a value higher than their market value as determined 
by the Independent Expert (with the market value of 
the Convertible Notes being determined as if offered for 
sale in the absence of the Schemes or a similar proposal) 
which provides OHTI with a benefit not received by other 
iSOFT Securityholders

✘   The Schemes are subject to a number of Conditions 
Precedent which iSOFT Securityholders may consider 
unacceptable

For more information about the reasons to vote against 
the Scheme(s) relevant to you, please see Section 8.3.

THE INDEPENDENT DIRECTORS 
UNANIMOUSLY RECOMMEND 
THAT YOU VOTE IN FAVOUR OF 
THE SHARE SCHEME AND OPTION 
SCHEME IN THE ABSENCE OF 
A SUPERIOR PROPOSAL

EACH OF THE INDEPENDENT 
DIRECTORS INTEND TO VOTE 
IN FAVOUR OF THE SCHEMES 
IN RESPECT OF ALL iSOFT SHARES 
AND iSOFT OPTIONS HELD OR 
CONTROLLED BY THEM IN THE 
ABSENCE OF A SUPERIOR PROPOSAL

This Section 2 should be read in conjunction with Section 1 (which sets out a summary of the reasons to vote in 
favour of the Schemes) and Section 13 (which sets out the risks for iSOFT if the Share Scheme is not implemented).

The Independent Directors consider that the benefits of each of the Schemes outweigh the disadvantages and 
unanimously recommend that iSOFT Securityholders vote in favour of the Scheme(s) relevant to you, in the 
absence of a Superior Proposal. In addition, the Independent Expert has concluded that each of the Schemes 
is in the best interests of the iSOFT Securityholders, in the absence of a Superior Proposal. However, iSOFT 
Securityholders are not obliged to follow the recommendation of the Independent Directors or the conclusions 
of the Independent Expert.

REASONS NOT TO VOTE IN FAVOUR OF THE SCHEMES PLEASE NOTE
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Section 3

iSOFT Group Limited Scheme Booklet

3
Carefully read this Scheme Booklet
This Scheme Booklet is an important document and you 
should read it carefully and in its entirety before making 
a decision on how to vote at the Scheme Meeting(s) 
relevant to you.

Vote on the Share Scheme
If you are an iSOFT Shareholder, you are entitled to vote 
on whether the Share Scheme should be approved. You may 
vote in person or appoint a proxy to vote on your behalf. 

iSOFT Shareholders (other than OCP Shareholders) can vote 
at Share Scheme Meeting 1 and OCP Shareholders can vote 
at Share Scheme Meeting 2. 

If you are a CDI holder, you can vote at Share Scheme 
Meeting 1 by instructing the registered holder of your iSOFT 
Shares, namely J.P. Morgan Nominees Australia Limited, 
how to vote using the enclosed Form of Instruction.

Please refer to Section 4 for details on how to vote at the 
relevant Share Scheme Meeting.

Vote on the Option Scheme
If you are an iSOFT Optionholder, you are entitled to vote 
on whether the Option Scheme should be approved.

Please refer to Section 5 for details on how to vote at the 
Option Scheme Meeting.

Seek further information
If you have any questions in relation to either the Share 
Scheme or Option Scheme, you can 

•	 call the iSOFT Securityholder Information Line on:

•	 within Australia (toll free): 1800 427 320; or

•	 outside Australia: +61 2 8280 7168.

•	 visit www .isofthealth.com.

If you have any doubts as to the actions you should take 
or you have further questions, please contact your financial, 
legal, taxation or other professional adviser.

Why should you vote?
As an iSOFT Securityholder, you have a say in whether 
CSC Australia will acquire all of the iSOFT Shares on issue 
on the Share Scheme Record Date, and whether all of the 
iSOFT Options on issue on the Option Scheme Record Date 
will be cancelled. This is your opportunity to play a role 
in deciding the future of iSOFT.

3
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4Section 4

Who is entitled to vote at Share Scheme 
Meeting 1?
If you are registered on the iSOFT Share Register as an 
iSOFT Shareholder at 10.00 am on Wednesday, 13 July 2011, 
and you are not an OCP Shareholder, then you will 
be entitled to attend and vote at Share Scheme Meeting 1.

Who is entitled to vote at Share Scheme 
Meeting 2?
If you are an OCP Shareholder and are registered on the 
iSOFT Share Register as an iSOFT Shareholder at 10.30 am 
on Wednesday, 13 July 2011, then you will be entitled 
to attend and vote at Share Scheme Meeting 2. 

Your vote is very important
In order for the Share Scheme to proceed, the Share Scheme 
Resolution must be approved by iSOFT Shareholders at each 
Share Scheme Meeting. The Share Scheme Resolution must 
be approved at each Share Scheme Meeting by:

•	 a majority in number (more than 50%) of iSOFT 
Shareholders present (in person, by attorney, by 
corporate representative or by proxy) and voting 
at that Share Scheme Meeting; and

•	 at least 75% of the total number of votes cast on the 
Share Scheme Resolution by iSOFT Shareholders voting 
at that Share Scheme Meeting.

For these reasons, the Independent Directors believe it 
is important (and have unanimously recommended) that 
you vote in favour of the Share Scheme Resolution, in the 
absence of a Superior Proposal. 

If you are unable to attend the Share Scheme Meeting 
relevant to you, the Independent Directors urge you to 
complete and return, in the enclosed reply paid envelope, 
the enclosed Proxy Form or lodge your Proxy Form online 
at Computershare’s website www .investorvote.com.au 
in accordance with the instructions given there.

Location of Share Scheme Meetings
The details of the Share Scheme Meetings are as follows:

Location iSOFT Offices 
Darling Park Tower 2 
Level 27 
201 Sussex Street 
Sydney NSW 2000 
Australia

Date Friday, 15 July 2011 
Time Share Scheme Meeting 1 will commence 

at 10.00 am 

Share Scheme Meeting 2 will commence 
at 10.30 am (or as soon thereafter as 
Share Scheme Meeting 1 is concluded 
or has been adjourned)

Notices of Share Scheme Meetings
A copy of the Notice of Share Scheme Meeting for each 
meeting is set out in Annexure B of this Scheme Booklet.

How to vote on the Share Scheme 
– iSOFT Shareholders
iSOFT Shareholders entitled to vote on the Share Scheme 
Resolution may vote in person, by attorney, by proxy 
or by corporate representative (in the case of a corporate 
shareholder in iSOFT). iSOFT Shareholders will be counted 
as being present if they vote in any of these ways.

In the case of iSOFT Shares that are jointly held, only one 
of the joint holders is entitled to vote. If more than one 
holder votes in respect of jointly held iSOFT Shares, only 
the vote of the iSOFT Shareholder whose name appears 
first in the iSOFT Share Register will be counted.

Voting in person, by attorney or 
corporate representative
If you wish to vote in person, you must attend the relevant 
Share Scheme Meeting.

If you cannot attend the relevant Share Scheme Meeting, 
you may vote by proxy, attorney or, if you are a body 
corporate, by appointing a corporate representative.

Attorneys who plan to attend a Share Scheme Meeting must, 
unless already provided, provide the original or a certified 
copy of the power of attorney under which they have been 
authorised to attend and vote at the Share Scheme Meeting 
to the iSOFT Registry by no later than:

•	 10.00 am (Sydney time) on Wednesday, 13 July 2011 
for Share Scheme Meeting 1; and

•	 10.30 am (Sydney time) on Wednesday, 13 July 2011 
for Share Scheme Meeting 2.

A body corporate which is an iSOFT Shareholder may 
appoint an individual to act as its corporate representative. 
The appointment must comply with the requirements of 
section 250D of the Corporations Act. The representative 
should bring to the relevant Share Scheme Meeting evidence 
of his or her appointment, including any authority under 
which it is signed.
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Voting by proxy
If you wish to appoint a proxy to attend and vote at the 
Share Scheme Meeting relevant to you on your behalf, 
please complete and sign the Proxy Form accompanying 
this Scheme Booklet in accordance with the instructions 
set out on the Proxy Form or lodge your Proxy Form online 
at Computershare’s website www .investorvote.com.au 
in accordance with the instructions given there. You may 
complete the Proxy Form in favour of the Chairman of the 
Share Scheme Meetings. The Chairman intends to vote any 
undirected proxies in favour of the Scheme Resolutions.

TO BE VALID, PROXY FORMS FOR:

•	 SHARE SCHEME MEETING 1 MUST BE RECEIVED BY 
THE ISOFT REGISTRY BY NO LATER THAN 10.00 AM 
ON WEDNESDAY, 13 JULY 2011; AND

•	 SHARE SCHEME MEETING 2 MUST BE RECEIVED BY 
THE ISOFT REGISTRY BY NO LATER THAN 10.30 AM 
ON WEDNESDAY, 13 JULY 2011.

Proxy Forms, duly completed in accordance with the 
instructions set out on the Proxy Form, may be returned 
to the iSOFT Registry by either:

•	 posting them in the reply paid envelope provided;

•	 delivering them to Level 4, 60 Carrington Street, 
Sydney, NSW 2000, Australia;

•	 faxing them to 1800 783 447 (within Australia) 
or +61 3 9473 2555 (outside Australia); or

•	 posting them to c/– Computershare Investor Services 
Pty Limited, GPO Box 242, Melbourne, Victoria 3001 
Australia.

Proxy Forms may also be lodged online at Computershare’s 
website www .investorvote.com.au in accordance with the 
instructions given there.

If an attorney signs the Proxy Form on behalf of an iSOFT 
Shareholder, the original (or a certified copy of the) power 
of attorney must be received by the iSOFT Registry at the 
same time as the Proxy Form unless a certified copy has 
previously been provided to the iSOFT Registry. A proxy will 
be admitted to the relevant Share Scheme Meeting and 
given a voting card at the point of entry to the relevant Share 
Scheme Meeting on providing written evidence of their name 
and address.

An iSOFT Shareholder who completes and returns the Proxy 
Form as set out above will not be precluded from attending 
in person and voting at the relevant Share Scheme Meeting. 
Any such vote by an iSOFT Shareholder will override their 
previously submitted Proxy Form.

How to vote on the Share Scheme 
– CDI holders
CDI holders can vote at Share Scheme Meeting 1 by 
instructing the registered holder of their iSOFT Shares, 
namely J.P. Morgan Nominees Australia Limited, how to 
vote using the enclosed Form of Instruction. CDI holders 
are urged to follow carefully the instructions on the Form 
of Instruction and are advised to complete the Form of 
Instruction and return it to Equiniti as soon as possible and 
in any event so that it is received by Equiniti by no later 
than 10.00 am on Tuesday, 5 July 2011 (Sydney time). This 
will enable Equiniti to ensure that J.P. Morgan Nominees 
Australia Limited is instructed in accordance with the voting 
instructions of CDI holders.

CDI holders are strongly encouraged to vote by completing 
the Form of Instruction enclosed with this Scheme Booklet.

For the purposes of this Scheme Booklet, any reference 
to “vote” or “voting” is to iSOFT Shareholders voting 
iSOFT Shares or a CDI holder giving their instructions to 
J.P. Morgan Nominees Australia Limited (the registered holder 
of their iSOFT Shares) to vote their iSOFT Shares (as the 
context requires).
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5Section 5

Option Scheme Meeting is conditional 
on approval of Share Scheme
As the Option Scheme is conditional on the Share Scheme 
being approved by iSOFT Shareholders, the Option 
Scheme Meeting will only be held if the Share Scheme 
is first approved by iSOFT Shareholders at the Share 
Scheme Meetings.

Who is entitled to vote at the Option 
Scheme Meeting?
If you are registered on the iSOFT Option Register as an 
iSOFT Optionholder at 11.00 am, Wednesday, 13 July 2011, 
then you will be entitled to attend and vote at the Option 
Scheme Meeting.

Your vote is important
In order for the Option Scheme to proceed, the 
Option Scheme Resolution must be approved by iSOFT 
Optionholders. The Option Scheme Resolution must 
be approved by:

•	 a majority in number (more than 50%) of iSOFT 
Optionholders present (in person, by attorney, 
by corporate representative or by proxy) and voting 
at the Option Scheme Meeting; and

•	 iSOFT Optionholders whose iSOFT Options amount 
to at least 75% of the total value of the iSOFT Options 
held by iSOFT Optionholders who vote at the Option 
Scheme Meeting (the “value” of an iSOFT Option will 
be determined by reference to the Option Scheme 
Consideration payable on the cancellation of an 
iSOFT Option).

For this reason, the Independent Directors believe it is 
important (and have unanimously recommended) that you 
vote in favour of the Option Scheme Resolution, in the 
absence of a Superior Proposal. If you are unable to attend 
the Option Scheme Meeting, the Independent Directors 
urge you to complete and return, in the enclosed reply paid 
envelope, the enclosed Proxy Form or lodge your Proxy Form 
online at Computershare’s website www .investorvote.com.au 
in accordance with the instructions given there.

Location of Option Scheme Meeting
The details of the Option Scheme Meeting are as follows:

Location iSOFT Offices 
Darling Park Tower 2 
Level 27 
201 Sussex Street 
Sydney NSW 2000 
Australia

Date Friday, 15 July 2011
Time 11.00 am 

(or as soon thereafter as Share 
Scheme Meeting 2 is concluded 
or has been adjourned) 

Option Scheme Meeting
A copy of the Notice of Option Scheme Meeting is set out 
in Annexure C of this Scheme Booklet.

How to vote on the Option Scheme
iSOFT Optionholders entitled to vote on the Option Scheme 
Resolution may vote in person, by attorney, by proxy or by 
corporate representative (in the case of a corporate iSOFT 
Optionholder). iSOFT Optionholders will be counted as being 
present if they vote in any of these ways.

Voting in person, by attorney or 
corporate representative
If you wish to vote in person, you must attend the 
Option Scheme Meeting.

If you cannot attend the Option Scheme Meeting, you 
may vote by proxy, attorney or if you are a body corporate, 
by appointing a corporate representative.

Attorneys who plan to attend the Optionholder Scheme 
Meeting must provide the original or a certified copy of the 
power of attorney under which they have been authorised 
to attend and vote at the Option Scheme Meeting to the 
iSOFT Registry by no later than 11.00 am (Sydney time) 
on Wednesday, 13 July 2011 (unless already provided).

A body corporate which is an iSOFT Optionholder may 
appoint an individual to act as its corporate representative. 
The appointment must comply with the requirements of 
section 250D of the Corporations Act. The representative 
should bring to the Option Scheme Meeting evidence of his 
or her appointment, including any authority under which 
it is signed.

F
or

 p
er

so
na

l u
se

 o
nl

y



Details of the Option Scheme Meeting and voting

14

Section 5

iSOFT Group Limited Scheme Booklet

Voting by proxy
If you wish to appoint a proxy to attend and vote at the 
Option Scheme Meeting on your behalf, please complete 
and sign the Proxy Form accompanying this Scheme Booklet 
in accordance with the instructions set out on the Proxy 
Form or lodge your Proxy Form online at Computershare’s 
website www .investorvote.com.au in accordance with the 
instructions given there. You may complete the Proxy Form 
in favour of the Chairman of the Option Scheme Meeting. 
The Chairman intends to vote any undirected proxies in 
favour of the Scheme Resolutions.

TO BE VALID, PROXY FORMS FOR THE OPTION SCHEME 
MEETING MUST BE RECEIVED BY THE iSOFT REGISTRY BY 
NO LATER THAN 11.00 AM ON WEDNESDAY, 13 JULY 2011.

Proxy Forms, duly completed in accordance with the 
instructions set out on the Proxy Form, may be returned 
to the iSOFT Registry by either:

•	 posting them in the reply paid envelope provided; 

•	 delivering them to Level 4, 60 Carrington Street, 
Sydney, NSW 2000 Australia;

•	 faxing them to 1800 783 447 (within Australia) 
or +61 3 9473 2555 (outside Australia); or

•	 posting them to c/– Computershare Investor Services 
Pty Limited, GPO Box 242, Melbourne, Victoria 3001 
Australia.

Proxy Forms may also be lodged online at Computershare’s 
website www .investorvote.com.au in accordance with the 
instructions given there.

If an attorney signs the Proxy Form on behalf of an iSOFT 
Optionholder, the original (or a certified copy of the) power 
of attorney must be received by the iSOFT Registry at the 
same time as the Proxy Form unless a certified copy has 
previously provided to the iSOFT Registry. A proxy will be 
admitted to the Option Scheme Meeting and given a voting 
card at the point of entry to the Option Scheme Meeting 
on providing written evidence of their name and address.

An iSOFT Optionholder who completes and returns the 
Proxy Form as set out above will not be precluded from 
attending in person and voting at the Option Scheme 
Meeting. Any such vote by an iSOFT Optionholder will 
override their previously submitted Proxy Form.F
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Section 6

QUESTION aNSwEr SECTION

why have I received 
this Scheme Booklet?

This Scheme Booklet has been sent to you because you are:

•	 an iSOFT Shareholder, and iSOFT Shareholders are being asked to vote 
on the Share Scheme which, if approved and implemented, will result 
in CSC Australia acquiring all of the iSOFT Shares on issue on the Share 
Scheme Record Date for $0.17 cash per iSOFT Share; and/or

•	 an iSOFT Optionholder, and iSOFT Optionholders are being asked 
to vote on the Option Scheme which, if approved and implemented, 
will result in all of the iSOFT Options on issue on the Option Scheme 
Record Date being cancelled for the Applicable Option Scheme 
Consideration per iSOFT Option which ranges from between $0.001 
and $0.033 per iSOFT Option depending on the exercise price and the 
expiry date of the relevant iSOFT Option. See Section 7.1 for details 
on the Applicable Option Scheme Consideration.

This Scheme Booklet is intended to help you to decide how to:

•	 vote on the Share Scheme Resolution which needs to be passed at 
each Share Scheme Meeting to allow the Share Scheme to proceed; 
and/or

•	 vote on the Option Scheme Resolution which needs to be 
passed at the Option Scheme Meeting to allow the Option 
Scheme to proceed. 

iSOFT Securityholders are encouraged to read this Scheme Booklet 
in its entirety and, if necessary, consult your financial, legal, taxation 
or other professional adviser before voting on the Scheme Resolution(s) 
relevant to you.

all

ThE SChEmES

what are the Schemes? The Share Scheme is a scheme of arrangement between iSOFT and 
Scheme Shareholders. The Option Scheme is a scheme of arrangement 
between iSOFT and Scheme Optionholders. 

On 2 April 2011, iSOFT announced the Schemes to the ASX. 

The Share Scheme involves an offer by CSC Australia to acquire all iSOFT 
Shares held by iSOFT Shareholders on the Share Scheme Record Date 
for $0.17 cash per iSOFT Share.

The Option Scheme involves an offer by CSC Australia for the 
cancellation of all iSOFT Options held by iSOFT Optionholders on 
the Option Scheme Record Date for the Applicable Option Scheme 
Consideration per iSOFT Option.

The Schemes will effect the acquisition of iSOFT by CSC Australia and 
iSOFT will become a wholly-owned Subsidiary of CSC Australia on 
implementation of the Share Scheme.

The Share Scheme is not conditional on the Option Scheme being 
approved in order to proceed. Accordingly, if only the Share Scheme 
is approved, then only that scheme of arrangement will proceed. 

The Option Scheme is conditional on the Share Scheme being approved, 
and will only proceed if both Schemes are approved.

7 and 9
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QUESTION aNSwEr SECTION

ThE SChEmES CONTINUEd

what is a “scheme 
of arrangement”?

A “scheme of arrangement” is a means of implementing an 
acquisition of securities under the Corporations Act. It requires 
a vote in favour of the scheme by certain majorities of each class 
of the target company’s securityholders at the scheme meeting and 
also requires Court approval.

–

what happens if the Share 
Scheme becomes Effective?

If the requisite majority of iSOFT Shareholders have voted in favour 
of the Share Scheme and the Court has approved the Share Scheme at 
the Second Court Hearing, the Share Scheme will become Effective on 
lodgement of the Court order approving the Share Scheme with ASIC. 

If the Share Scheme becomes Effective, CSC Australia will acquire all 
of the iSOFT Shares and iSOFT Shareholders will receive $0.17 cash per 
iSOFT Share held on the Share Scheme Record Date. 

iSOFT will be delisted from ASX and will become a Subsidiary of 
CSC Australia.

CSC Australia will provide sufficient funds to iSOFT to enable repayment 
of the Company’s existing senior debt facilities and the repayment and 
the redemption of the Convertible Notes.

9.5

what happens if the Option 
Scheme becomes Effective?

If the requisite majority of iSOFT Optionholders have voted in favour of 
the Option Scheme and the Court has approved the Option Scheme at 
the Second Court Hearing, the Option Scheme will become Effective on 
lodgement of the Court order approving the Option Scheme with ASIC. 

If the Option Scheme becomes Effective, all of the iSOFT Options will 
be cancelled and iSOFT Optionholders will receive the Applicable Option 
Scheme Consideration in cash per iSOFT Option held at the Option 
Scheme Record Date.

9.6

what happens if I vote against 
the Scheme(s) and the Scheme(s) 
is/are approved?

If you vote against the Share Scheme but the Share Scheme is still 
approved, CSC Australia will still acquire your iSOFT Shares and you 
will receive the Share Scheme Consideration.

If you vote against the Option Scheme but the Option Scheme is still 
approved, your iSOFT Options will be cancelled and you will receive the 
Applicable Option Scheme Consideration (as detailed in Section 7.1).

–

what happens if the Share 
Scheme is not approved?

If the requisite majority of iSOFT Shareholders do not vote in favour of 
the Share Scheme, there will be no acquisition of iSOFT Shares by CSC 
Australia and iSOFT Shareholders will not receive the $0.17 cash per 
iSOFT Share offered by CSC Australia pursuant to the Share Scheme. 
In this case, the Option Scheme Meeting will not be held and the Option 
Scheme will also not proceed as the Option Scheme is conditional on the 
Share Scheme becoming Effective.

The Independent Directors are of the opinion that, if the Share Scheme 
does not proceed and no alternative proposal emerges, the iSOFT Share 
price is likely to fall substantially below the $0.17 cash per iSOFT Share 
offered by CSC Australia under the Share Scheme.

12.1F
or

 p
er

so
na

l u
se

 o
nl

y



6
17

QUESTION aNSwEr SECTION

what happens if the Option 
Scheme is not approved?

If the requisite majority of Optionholders do not vote in favour 
of the Option Scheme, iSOFT Options will not be cancelled and 
iSOFT Optionholders will not receive the Applicable Option Scheme 
Consideration offered by CSC Australia.

For more information, see Section 12 and the next question 
“What happens if the Share Scheme is approved but the 
Option Scheme is not approved?”.

12.2

what happens if the Share 
Scheme is approved but the 
Option Scheme is not approved?

If the Share Scheme is approved by iSOFT Shareholders but the Option 
Scheme is not approved by iSOFT Optionholders, the Share Scheme 
will still proceed but the Option Scheme will not proceed. In addition, 
the Convertible Notes will still be repaid in full and redeemed by iSOFT 
on the Implementation Date.

In the event that the Share Scheme is implemented, CSC Australia 
will own more than 90% of the issued capital in iSOFT and may (but is not 
required to) seek to acquire all of the iSOFT Options by way of compulsory 
acquisition under Part 6A.2 of the Corporations Act. The consideration 
offered for the iSOFT Options under that procedure (if CSC seeks to 
compulsorily acquire the iSOFT Options) will be determined in accordance 
with Part 6A.4 of the Corporations Act which, amongst other things, 
requires an independent expert to opine on whether the consideration 
offered gives a fair value (as determined in accordance with specific criteria 
set out in section 667C of the Corporations Act) for the iSOFT Options. 
Accordingly, the consideration payable for iSOFT Options as part of any 
compulsory acquisition process may be different to the Option Scheme 
Consideration. For more information on CSC’s intentions if the Option 
Scheme is not approved, see Section 11.2.

12.2 and 
11.2(e)

who is the acquirer of iSOFT 
under the Schemes?

The acquirer of iSOFT under the Schemes is CSC Australia, 
a wholly-owned Subsidiary of CSC.

For information on CSC Australia, please see Section 11.

11

what is the Share Scheme 
Consideration?

iSOFT Shareholders will receive $0.17 cash for each iSOFT Share held 
on the Share Scheme Record Date.

7.1 and 
9.3

what is the premium of the 
Share Scheme Consideration 
to the iSOFT Share price?

The Share Scheme Consideration of $0.17 cash per iSOFT Share 
represents a significant premium to the last traded price of iSOFT 
Shares prior to the announcement of the Schemes. The Share Scheme 
Consideration represents: 

•	 a 227% premium to the last traded price of $0.052 per iSOFT Share 
on 24 March 2011, being the last day on which iSOFT Shares traded 
prior to the announcement of the Schemes;

•	 a 270% premium to the one month VWAP to 24 March 2011 
of $0.046 per iSOFT Share; and

•	 a 209% premium to the three month VWAP to 24 March 2011 
of $0.055 per iSOFT Share.

8.2(d)
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QUESTION aNSwEr SECTION

ThE SChEmES CONTINUEd

what is the Option Scheme 
Consideration?

iSOFT Optionholders will receive the Applicable Option Scheme 
Consideration (in cash) for each iSOFT Option held on the Option Scheme 
Record Date.

Applicable Option Scheme Consideration means the Option Scheme 
Consideration applicable for the particular iSOFT Option held. 
Identified iSOFT Options Applicable Option Scheme Consideration

EIP Options (ISFAW tranche) $0.010
EIP Options (ISFAK tranche) $0.019
EIP Options (ISFAH tranche) $0.033
ISFAM $0.001
ISFAO $0.001

The Option Scheme Consideration for each identified iSOFT Option 
represents the value of the iSOFT Option as calculated by reference to 
the Black-Scholes methodology (calculated by CSC Australia, and using 
CSC Australia’s assumptions) plus an amount of $0.001 per iSOFT Option 
in excess of the Black-Scholes value. 

7.1

OThEr PaYmENTS IN CONNECTION wITh ThE SChEmE(S)

are there any other payments 
being made if the Scheme(s) 
is/are approved?

Yes, but not to iSOFT Shareholders or iSOFT Optionholders in respect 
of their iSOFT Shares and/or iSOFT Options. 

If CSC Australia is able to acquire all the outstanding interests in iSOFT, 
it will repay all of iSOFT’s outstanding debt obligations under its senior 
debt facilities. 

OHTI will receive repayment of the Convertibles Notes in full (being 
an aggregate amount of $39,717,621) on the Implementation Date. 
The funds to repay the Convertibles Notes will be provided by CSC 
Australia. The amount being paid to OHTI for the redemption of the 
Convertible Notes is higher than the market value of the Convertible Notes 
as assessed by the Independent Expert as set out in the Supplementary 
Expert’s Report (summarised below). For further information on the 
Convertible Notes, please see Sections 9.9, 10.7 and 10.8

OHTI will also receive on the Implementation Date, an amount 
of $0.0086 for each Warrant it holds (being the Share Scheme 
Consideration less the exercise price of each Warrant), which equates 
to $27,901 in aggregate for all Warrants on issue as at the date of this 
Scheme Booklet. The aggregate consideration payable to OHTI for the 
Warrants will be reduced to the extent any Warrants are exercised or 
expire prior to the Second Court Date. The funds payable to OHTI for the 
extinguishment of the Warrants will be provided by CSC Australia. For 
further information on the Warrants, please see Sections 9.10 and 10.7.

The payments to be made to OHTI in respect of the Convertible Notes and 
Warrants will be in addition to the aggregate Share Scheme Consideration 
(i.e. $44,734,298) that it will receive for the iSOFT Shares it holds as at the 
date of this Scheme Booklet. For further details of the amounts payable 
to OHTI if the Share Scheme is approved, please see Section 10.8.

9.9, 9.10, 
10.7 and 
10.8
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QUESTION aNSwEr SECTION

what is the Independent 
Expert’s valuation of the 
Convertible Notes?

The Independent Expert has valued the Convertible Notes and has 
concluded that the market value of the Convertible Notes is in the 
range of $18.3 million to $26.7 million (with the market value of the 
Convertible Notes being determined as if offered for sale in the absence 
of the Schemes or a similar proposal, as set out in the Supplementary 
Expert’s Report). On this basis, the early redemption of the Convertible 
Notes would result in OHTI receiving a benefit in the range of $13 million 
to $21.4 million, which benefit will only be available to OHTI as the sole 
holder of the Convertible Notes, if the Share Scheme is implemented.

annex-
ure h

what are the voting intentions of 
OCP, iSOFT’s largest shareholder?

On 2 April 2011, OCP announced that its intention is to support the 
approval of the CSC Australia proposal, in the absence of a proposal 
which OCP considers to be superior. 

As OHTI will be receiving early repayment of the Convertible Notes in 
full, which amount is greater than their market value as ascertained by 
the Independent Expert (with the market value of the Convertible Notes 
being determined as if offered for sale in the absence of the Schemes or 
a similar proposal), it is appropriate for OCP Shareholders to vote on the 
Share Scheme in a separate class to the other iSOFT Shareholders.

OHTI will vote on the Share Scheme at Share Scheme Meeting 2. 
To become Effective, the Share Scheme must be approved by the 
requisite majorities of iSOFT Shareholders at each Share Scheme Meeting. 

–

ParTICIPaTION aNd VOTING

who can vote at 
Share Scheme meeting 1?

Persons registered on the iSOFT Share Register as iSOFT Shareholders at 
10.00 am, Wednesday, 13 July 2011, and who are not OCP Shareholders, 
are entitled to attend and vote at Share Scheme Meeting 1. 

4

who can vote at the 
Share Scheme meeting 2?

OCP Shareholders registered on the iSOFT Share Register as iSOFT 
Shareholders at 10.30 am, Wednesday, 13 July 2011 are entitled 
to attend and vote at Share Scheme Meeting 2.

4

who can vote at the 
Option Scheme meeting?

Persons registered on the iSOFT Option Register as iSOFT Optionholders 
at 11.00 am, Wednesday, 13 July 2011 are entitled to attend and vote 
at the Option Scheme Meeting.

5

who is entitled to participate 
in the Share Scheme?

iSOFT Shareholders who hold iSOFT Shares at Tuesday, 26 July 2011 
are entitled to participate in the Share Scheme. 

If the Share Scheme is approved and implemented, iSOFT Shareholders 
will receive the Share Scheme Consideration of $0.17 cash per iSOFT 
Share held on the Share Scheme Record Date. 

9.7F
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QUESTION aNSwEr SECTION

ParTICIPaTION aNd VOTING CONTINUEd

who is entitled to participate 
in the Option Scheme?

Persons who hold iSOFT Options at Tuesday, 26 July 2011 are entitled 
to participate in the Option Scheme.

If the Option Scheme is approved and implemented, iSOFT Optionholders 
will receive the Applicable Option Scheme Consideration (in cash) in 
respect of each iSOFT Option held on the Option Scheme Record Date.

9.8

what are the approval thresholds? The Share Scheme Resolution must be approved at each Share Scheme 
Meeting by: 

•	 a majority in number (more than 50%) of iSOFT Shareholders present 
(in person, by attorney, by corporate representative or by proxy) and 
voting at that Share Scheme Meeting; and 

•	 at least 75% of the total number of votes cast on the Share 
Scheme Resolution by iSOFT Shareholders voting at that Share 
Scheme Meeting.

The Option Scheme Resolution must be approved by: 

•	 a majority in number (more than 50%) of iSOFT Optionholders present 
(in person, by attorney, by corporate representative or by proxy) and 
voting at the Option Scheme Meeting; and 

•	 iSOFT Optionholders whose iSOFT Options amount to at least 75% of 
the total value of the iSOFT Options held by iSOFT Optionholders who 
vote at the Option Scheme Meeting (the “value” of an iSOFT Option 
will be determined by reference to the Option Scheme Consideration 
payable on the cancellation of an iSOFT Option).

9.4

Should I vote on the Scheme(s)? The Independent Directors believe that the Schemes are an important 
opportunity for all iSOFT Securityholders and urge you to read this 
Scheme Booklet carefully and vote in favour of the Scheme(s) relevant 
to you, in the absence of a Superior Proposal. 

Voting is not compulsory.

–

how do I vote at the 
Scheme meeting(s)?

Voting at the Scheme Meeting(s) may be in person, by attorney, by proxy 
or, in the case of corporations, by corporate representative. If you wish 
to vote in person, you must attend the Scheme Meeting(s) relevant to you.

If you are unable to attend the Scheme Meeting(s) relevant to you, the 
Independent Directors urge you to complete and return, in the enclosed 
reply paid envelope, the Proxy Form that accompanies this Scheme 
Booklet or lodge your Proxy Form online at Computershare’s website 
(www .investorvote.com.au) in accordance with the instructions given there.

4 and 5
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QUESTION aNSwEr SECTION

when and where will the 
Scheme meetings be held?

The Scheme Meetings will be held at the head office of iSOFT at Darling 
Park Tower 2, Level 27, 201 Sussex Street, Sydney, NSW 2000 Australia.

Share Scheme Meeting 1 will be held at 10.00 am on Friday, 15 July 2011.

Share Scheme Meeting 2 will be held at 10.30 am on Friday, 15 July 2011, 
or as soon thereafter as Share Scheme Meeting 1 is concluded or has 
been adjourned.

The Option Scheme Meeting will be held at 11.00 am on Friday, 
15 July 2011, or as soon thereafter as Share Scheme Meeting 2 
is concluded or has been adjourned.

4 and 5

what are the available courses 
of action I can take?

As an iSOFT Securityholder, you can take any of the following actions 
in relation to your iSOFT Shares and/or iSOFT Options:

•	 vote in favour of the Scheme Resolution(s) at the Scheme Meeting(s) 
relevant to you (this being the course of action unanimously 
recommended by the Independent Directors, in the absence 
of a Superior Proposal); 

•	 vote against the Scheme Resolution(s) at the Scheme Meeting(s) 
relevant to you; 

•	 if you cannot attend the Scheme Meeting(s) relevant to you, appoint 
a proxy to attend the relevant Scheme Meeting(s) to vote on your 
behalf (Proxy Forms accompany this Scheme Booklet); 

•	 sell your iSOFT Shares on the ASX at the prevailing market price at any 
time before the Effective Date; or 

•	 do nothing (i.e. neither vote in favour of nor against the Scheme 
Resolution(s) at the Scheme Meeting(s) relevant to you nor sell your 
iSOFT Shares on the ASX). 

If the Share Scheme is approved by the requisite majorities of iSOFT 
Shareholders at each Share Scheme Meeting and approved by the Court, 
and all of the Conditions Precedent to the Share Scheme are satisfied or 
waived, the Share Scheme will bind all iSOFT Shareholders, including those 
who vote against the Share Scheme Resolution and those who do not 
vote at all. In these circumstances, all iSOFT Shares that you own on the 
Share Scheme Record Date will be transferred to CSC Australia and you 
will receive the Share Scheme Consideration

If the Option Scheme is approved by the requisite majorities at the Option 
Scheme Meeting and all of the Conditions Precedent to the Option 
Scheme are satisfied or waived, the Option Scheme will bind all iSOFT 
Optionholders, including those who vote against the Option Scheme 
Resolution and those who do not vote at all. In these circumstances, all 
iSOFT Options that you own on the Option Scheme Record Date will be 
cancelled and you will receive the Applicable Option Scheme Consideration.

all
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QUESTION aNSwEr SECTION

rEaSONS TO VOTE FOr Or aGaINST ThE SChEmES 

do the Independent directors 
recommend the Schemes?

Yes. The Independent Directors unanimously recommend that iSOFT 
Securityholders vote in favour of the Scheme Resolutions to approve 
the Schemes, in the absence of a Superior Proposal.

8

how are the Independent 
directors intending to vote?

The Independent Directors intend to vote in favour of the Schemes 
in respect of all the iSOFT Shares and/or iSOFT Options that they hold 
or control, in the absence of a Superior Proposal.

8

why should I vote in favour 
of the Share Scheme?

Detailed reasons as to why iSOFT Shareholders should vote in favour 
of the Share Scheme are set out in Section 8.2. These reasons are 
summarised below:

•	 The Share Scheme is unanimously recommended by the Independent 
Directors as being in the best interests of iSOFT Shareholders in the 
absence of a Superior Proposal

•	 The Independent Expert has concluded that the Share Scheme is fair 
and reasonable and in the best interests of the iSOFT Shareholders, 
in the absence of a Superior Proposal

•	 A comprehensive strategic review process has already been 
undertaken by iSOFT and the proposal from CSC is considered by 
the iSOFT Board to offer the best outcome for iSOFT Securityholders 
taking into account the Share Scheme Consideration, Option Scheme 
Consideration and transaction certainty (from a funding, execution 
and timing perspective)

•	 As at the date of this Scheme Booklet, no Superior Proposal 
has emerged

•	 The Share Scheme Consideration of $0.17 per iSOFT Share represents 
an attractive premium to the market price of iSOFT Shares prior to the 
announcement of the Schemes

•	 The Share Scheme will deliver immediate and certain value to iSOFT 
Shareholders and eliminate the future risks inherent in the funding 
and operations of iSOFT

•	 If the Scheme does not proceed, iSOFT Shareholders will continue 
to be subject to the specific risks associated with iSOFT’s business and 
general market risks

•	 The iSOFT Share price is likely to fall if the Share Scheme is not 
implemented and no alternative proposal emerges

•	 There are no brokerage costs or stamp duty payable by iSOFT 
Shareholders on disposal of their iSOFT Shares 

8.2
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QUESTION aNSwEr SECTION

why should I vote in favour 
of the Option Scheme?

Detailed reasons as to why iSOFT Optionholders should vote in favour 
of the Option Scheme are set out in Section 8.2. These reasons are 
summarised below:

•	 The Option Scheme is unanimously recommended by the Independent 
Directors as being in the best interests of iSOFT Optionholders, in the 
absence of a Superior Proposal

•	 The Independent Expert has concluded that the Option Scheme is fair 
and reasonable and in the best interests of the iSOFT Optionholders, 
in the absence of a Superior Proposal

•	 The Option Scheme Consideration represents an opportunity 
to receive certain consideration of $0.001–$0,033 cash per iSOFT 
Option, all of which are significantly out of the money

•	 There are no brokerage costs or stamp duty payable by iSOFT 
Optionholders on disposal of their iSOFT Options 

8.2

what is the Independent Expert’s 
opinion on the Schemes?

The Independent Directors have commissioned Lonergan Edwards 
to provide an Independent Expert’s Report including an opinion 
as to whether the Share Scheme and Option Scheme are in the best 
interests of iSOFT Shareholders and iSOFT Optionholders respectively.

A complete copy of the Independent Expert’s Report is contained 
in Annexure H of this Scheme Booklet. iSOFT Securityholders are 
encouraged to read the Independent Expert’s Report in full.

In summary, the Independent Expert has concluded that each of the 
Schemes is fair and reasonable and in the best interests of iSOFT 
Securityholders, as the Share Scheme Consideration of $0.17 per iSOFT 
Share and the Applicable Option Scheme Consideration of between 
$0.001 and $0.033 per iSOFT Option each exceed the assessed valuation 
range of the iSOFT Shares and iSOFT Options as determined in the 
Independent Expert’s Report.

annex-
ure h
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QUESTION aNSwEr SECTION

rEaSONS TO VOTE FOr Or aGaINST ThE SChEmES CONTINUEd

why might I vote against 
the Schemes?

There are a number of reasons as to why you may vote against the 
Scheme(s) relevant to you including:

•	 iSOFT Securityholders may disagree with the recommendation of the 
Independent Directors and the conclusions of the Independent Expert 
and believe that the Scheme(s) are not in the best interests of iSOFT 
Securityholders

•	 iSOFT Shareholders may be of the view that their investment in iSOFT 
could be worth more than the amount offered for their iSOFT Shares 
under the Share Scheme

•	 iSOFT Optionholders may be of the view that their investment in iSOFT 
could be worth more than the amount offered for their iSOFT Options 
under the Option Scheme

•	 The tax consequences of the Scheme(s) may not suit an iSOFT 
Securityholder’s financial position

•	 iSOFT Securityholders may wish to maintain their current investment 
in iSOFT and participate in any future value created by iSOFT as a 
result of on-going operations (including from the development and 
implementation of LORENZO) 

•	 iSOFT Securityholders may consider there is a possibility that 
a Superior Proposal will emerge 

•	 iSOFT Securityholders may disagree with the terms of the Scheme(s) 
or the associated commercial arrangements, including the early 
repayment of the Convertible Notes in full at a value higher than 
their market value as determined by the Independent Expert (with 
the market value of the Convertible Notes being determined as if 
offered for sale in the absence of the Schemes or a similar proposal) 
which provides OHTI with a benefit which is not received by other 
iSOFT Securityholders

•	 The Schemes are subject to a number of Conditions Precedent which 
iSOFT Securityholders may consider unacceptable 

For more information on the reasons why you would vote against the 
Scheme(s) relevant to you, see Section 8.3. 

8.3
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QUESTION aNSwEr SECTION

what are the risks associated 
with an investment in iSOFT 
Shares if the Share Scheme is 
not implemented?

The risks associated with an investment in iSOFT Shares include:

•	 financing risk

•	 currency risk

•	 delays in development and 
implementation of LORENZO

•	 reduction of government 
spending in health IT

•	 difficulties meeting capital 
requirements

•	 delays in receiving revenue 
contributions

•	 changes to government policy, 
taxation laws and regulatory 
conditions

•	 litigation risk

•	 loss of key personnel

•	 loss of key customers

•	 competition

•	 devaluation of intellectual 
property

•	 UK pension arrangements 
in deficit

•	 operational and clinical risks

•	 disruption to business operations

These risks will continue to be relevant to the iSOFT business should the 
Scheme(s) not be implemented. A discussion of these risks and other 
risks is set out in Section 13. 

13

OThEr QUESTIONS

what will happen if a Superior 
Proposal emerges?

If iSOFT receives a Superior Proposal, the iSOFT Board must notify 
CSC Australia of that proposal and allow CSC Australia three Business 
Days to put forward a counterproposal. If the iSOFT Board decides that 
such a counterproposal by CSC Australia offers a superior outcome for 
iSOFT Securityholders, then that counterproposal will be proposed to 
iSOFT Securityholders, otherwise the Superior Proposal will be pursued 
instead. In this circumstance, a Break Fee may be payable by iSOFT to 
CSC Australia. The Independent Directors will keep iSOFT Securityholders 
informed of such developments in accordance with iSOFT’s continuous 
disclosure obligations.

As at the date of this Scheme Booklet, no Superior Proposal has emerged.

Clause 
13.7 of 
annex-
ure a

Can I sell my iSOFT Shares now? You can sell your iSOFT Shares on-market at the prevailing market price 
at any time before the close of trading on the ASX on the Effective Date. 
However, if you do so you will not be entitled to the Share Scheme 
Consideration and you may be required to pay brokerage fees. The 
Effective Date is expected to be Tuesday, 19 July 2011.

–

how will the Schemes 
be implemented?

Details of how the Schemes will be implemented are set out in 
Section 9.4.

9.4
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QUESTION aNSwEr SECTION

OThEr QUESTIONS CONTINUEd

are there any conditions that 
must be satisfied in order for the 
Scheme(s) to be implemented?

Yes. The key Conditions Precedent which remain outstanding as at the 
date of this Scheme Booklet include: 

•	 CSC Australia’s acquisition of iSOFT Shares is subject to certain 
regulatory approvals, including approval from the Foreign 
Investment Review Board and EU merger clearance; 

•	 no “iSOFT Prescribed Event” or “iSOFT Material Adverse Change” 
occurs (these terms are defined in Section 1 Annexure A);

•	 the Scheme Resolution(s) are passed by the requisite majorities 
(see Section 9.4 further details) at the Scheme Meeting(s), 
although the Share Scheme (if approved by the requisite majorities 
of iSOFT Shareholders) may be implemented even if the Option 
Scheme Resolution is not passed by the requisite majorities 
of iSOFT Optionholders;

•	 the Court approves the Scheme(s), although the Share Scheme 
(if approved by the Court) may be implemented even if the Option 
Scheme is not approved by the Court; and

•	 there are no other orders or restraints issued by any court or any 
Government Agency preventing the implementation of the Scheme(s), 
although the Share Scheme may be implemented if any such order 
relates only to the Option Scheme.

iSOFT Securityholders should note that these Conditions Precedent, 
and in particular those relating to regulatory approvals, may not 
be satisfied by the time of the Scheme Meetings. 

The Conditions Precedent to the Schemes are summarised in further 
detail in Section 16.1(a) and the Scheme Implementation Agreement 
is set out in full in Annexure A.

iSOFT Shareholders and iSOFT Optionholders should also be aware that 
the Scheme Implementation Agreement may be terminated in certain 
circumstances (details of which are summarised in Section 16.1(d)). 
If the Scheme Implementation Agreement is terminated, the Schemes 
will not proceed. 

As at the date of this Scheme Booklet, the Independent Directors are 
not aware of any reason why the Conditions Precedent should not 
be satisfied.

Clause 
3 of 
annex-
ure a
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QUESTION aNSwEr SECTION

what happens if these Conditions 
Precedent are not satisfied 
or the Scheme Implementation 
agreement is terminated?

If the Conditions Precedent to the Share Scheme are not satisfied or 
(where applicable) waived, or if the Scheme Implementation Agreement 
is terminated, neither of the Schemes will proceed, no iSOFT Shares will 
be acquired by CSC Australia, and no iSOFT Options will be cancelled 
as contemplated by the Schemes. 

In these circumstances, you will retain your iSOFT Shares and/or 
iSOFT Options, the iSOFT Shares will not be acquired by CSC Australia, 
the iSOFT Options will not be cancelled, and you will not receive the 
Share Scheme Consideration or Option Scheme Consideration (as the 
case may be).

If the Conditions Precedent to the Share Scheme are satisfied or (where 
applicable) waived, but the Conditions Precedent to the Option Scheme 
are not satisfied or (where applicable) waived, the Share Scheme will 
proceed but the Option Scheme will not proceed.

In these circumstances, CSC Australia will acquire the iSOFT Shares 
and iSOFT Shareholders will receive the Share Scheme Consideration 
and, on the basis that CSC Australia will own more than 90% of the 
issued capital in iSOFT, CSC Australia may (but is not required to) seek 
to compulsorily acquire all of the iSOFT Options under Part 6A.2 of the 
Corporations Act. The consideration offered for the iSOFT Options under 
that procedure (if CSC seeks to compulsorily acquire the iSOFT Options) 
will be determined in accordance with Part 6A.4 of the Corporations Act 
which, amongst other things, requires an independent expert to opine 
on whether the consideration offered gives a fair value (as determined 
in accordance with specific criteria set out in section 667C of the 
Corporations Act) for the iSOFT Options. Accordingly, the consideration 
payable for iSOFT Options as part of any compulsory acquisition 
process may be different to the Option Scheme Consideration. 
For more information on CSC’s intentions if the Option Scheme is not 
implemented, see Section 11.2.

12.1, 
12.2 and 
11.2(e)

when will the results of the 
Scheme meetings be known?

The results of each Scheme Meeting will be available shortly after the 
conclusion of the Scheme Meeting and will be announced to the ASX 
once available. If the Scheme Resolutions are passed at the relevant 
Scheme Meetings, the Schemes are still subject to the approval of the 
Court at the Second Court Hearing before becoming Effective.

9.4

when will I receive the Share 
Scheme Consideration?

If the Share Scheme becomes Effective, Scheme Shareholders on the 
iSOFT Share Register at 7.00 pm on the Share Scheme Record Date 
are expected to be sent the Share Scheme Consideration on the 
Implementation Date, which is expected to be Friday, 29 July 2011.

9.5

when will I receive the Option 
Scheme Consideration?

If the Option Scheme becomes Effective, iSOFT Optionholders on the 
iSOFT Option Register at 7.00 pm on the Option Scheme Record Date 
are expected to be sent the Option Scheme Consideration on the 
Implementation Date, which is expected to be Friday, 29 July 2011.

9.6
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QUESTION aNSwEr SECTION

OThEr QUESTIONS CONTINUEd

how will the Scheme 
Consideration be paid?

The Scheme Consideration will be paid to Scheme Shareholders and 
Scheme Optionholders by cheque, sent to their address as specified 
in the iSOFT Register as at the Record Date.

9.5 and 
9.6

will I be taxed on the proceeds? The taxation consequences of the Scheme(s) being approved and 
implemented for iSOFT Securityholders will depend on the specific 
taxation circumstances of each iSOFT Securityholder. 

General information about the likely Australian tax consequences 
of the Share Scheme is set out in Section 14.

General information about the likely Australian tax consequences 
of the Option Scheme is set out in Section 15.

iSOFT Securityholders should consult their own taxation adviser about 
the taxation consequences for them if the Scheme(s) relevant to them 
are implemented.

14 and 
15

will I have to pay brokerage 
or stamp duty?

You will not have to pay brokerage fees or stamp duty on implementation 
of the Scheme(s).

8

what are the forms accompanying 
this Scheme Booklet?

•	 Proxy Form for iSOFT Shareholders and/or iSOFT Optionholders 
– If you wish to appoint a proxy to vote on your behalf at the Scheme 
Meeting(s) relevant to you, you should complete and sign the Proxy 
Form and return it to the iSOFT Registry in accordance with the 
instructions on the Proxy Form. You can also lodge a Proxy Form 
online at Computershare’s website (www .investorvote.com.au) 
in accordance with the instructions given there.

•	 Form of Instruction for CDI holders – If you wish to instruct 
J.P. Morgan Nominees Australia Limited (the registered holder of your 
iSOFT Shares) how to vote at Share Scheme Meeting 1, you should 
complete and sign the Form of Instruction and return it to Equiniti 
as soon as possible and in any event so that it is received by Equiniti 
by no later than 10.00 am on Tuesday, 5 July 2011, in accordance with 
the instructions on the Form of Instruction.

–

what if I want further 
information?

If you have any questions about the Scheme(s) or you would like 
additional copies of this Scheme Booklet, please contact the iSOFT 
Securityholder Information Line on 1800 427 320 (within Australia) 
or +61 2 8280 7168 (outside Australia) Monday to Friday between 
8.30 am and 5.30 pm (Sydney time) or visit www .isofthealth.com.

–
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Section 7

7.1 Share Scheme and Option Scheme
On 2 April 2011, the Independent Directors announced 
that iSOFT had entered into the Scheme Implementation 
Agreement, pursuant to which CSC Australia would pay:

•	 $0.17 cash for the acquisition of each iSOFT Share 
pursuant to the Share Scheme; and

•	 a minimum of $0.001 cash for the cancellation of 
each iSOFT Option pursuant to the Option Scheme.

Since this announcement, CSC Australia has improved the 
terms of the Option Scheme Consideration. The table below 
sets out the Option Scheme Consideration now offered 
for each identified iSOFT Option held (Applicable Option 
Scheme Consideration), which CSC Australia has calculated 
based on the exercise price and expiry date of the relevant 
iSOFT Option.
  Applicable Option  
Identified iSOFT Options Scheme Consideration

EIP Options (ISFAW tranche)  $0.010
EIP Options (ISFAK tranche) $0.019
EIP Options (ISFAH tranche) $0.033
ISFAM Options $0.001
ISFAO Options $0.001

The Option Scheme Consideration for each identified iSOFT 
Option represents the value of the iSOFT Option as calculated 
by reference to the Black-Scholes methodology (calculated 
by CSC Australia, and using CSC Australia’s assumptions) 
plus an amount of $0.001 per iSOFT Option in excess of its 
Black-Scholes value. 

The Share Scheme is not conditional on the Option Scheme 
being approved by iSOFT Optionholders. However, the 
Option Scheme is conditional on the Share Scheme being 
approved. More specifically, the Option Scheme Meeting 
will not proceed unless the Share Scheme is first approved 
at each Share Scheme Meeting. Even if both Schemes are 
approved at the Scheme Meetings, the Option Scheme may 
still not proceed unless the Court approves the Share Scheme 
at the Second Court Hearing.

7.2 Implementation of the Schemes
The Schemes are proposed to be undertaken pursuant 
to Court approved schemes of arrangement. A scheme 
of arrangement is a legal arrangement that provides 
an opportunity for shareholders (in the case of the Share 
Scheme) and optionholders (in the case of the Option 
Scheme) to vote on the scheme. 

Approval of a share scheme of arrangement requires, in 
respect of each class of shareholders, a 50% majority of the 
number of shareholders voting and a 75% majority of the 
total votes cast being in favour of the scheme of arrangement. 
The approval of an option scheme of arrangement requires 
a 50% majority of the number of optionholders voting 
and a 75% majority of the total value of the options held 
by optionholders who vote at the scheme meeting being 
in favour of the option scheme.

If the requisite approval threshold by shareholders is met and 
the scheme is approved by the Court, the scheme binds the 
company and all of its shareholders or optionholders (as the 
case may be) upon the Court orders approving the scheme 
being lodged with ASIC. 

Importantly, the Option Scheme proposed by iSOFT will only 
become binding if the Share Scheme is first approved by both 
the iSOFT Shareholders and the Court, and becomes Effective.

Section 9 sets out in detail the steps required to be taken for 
the approval and implementation of the Schemes. 

7.3 If the Scheme(s) are approved
If the Share Scheme is approved by the requisite majorities 
of iSOFT Shareholders and the Court:

•	 if you are an iSOFT Shareholder, or were a CDI holder 
whose CDIs have been cancelled before the Share 
Scheme Record Date and replaced by the same number 
of iSOFT Shares, and you remain an iSOFT Shareholder 
as at the Share Scheme Record Date, you will thereafter 
be considered a Scheme Shareholder and each of your 
iSOFT Shares will be acquired by CSC Australia for cash 
consideration of $0.17 per iSOFT Share; and

•	 if you are a CDI holder, and you remain a CDI holder 
as at the Share Scheme Record Date, the registered 
holder of your iSOFT Shares, namely J.P. Morgan 
Nominees Australia Limited, will be paid the cash 
consideration of $0.17 per iSOFT Share to which your 
CDIs entitle you.

If both the Share Scheme and the Option Scheme are 
approved and you remain an iSOFT Optionholder as 
at the Option Scheme Record Date, you will thereafter 
be considered a Scheme Optionholder and each of your 
iSOFT Options will be cancelled and CSC Australia will pay 
the Applicable Option Scheme Consideration in cash. F
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8.1 Recommendation 
The Independent Directors (as at the date of this Scheme 
Booklet) are Robert Ellis (Non‑Executive Chairman), 
Peter Housden (Non‑Executive Director), Ronald Series 
(Executive Director) and Andrea Fiumicelli (CEO and 
Executive Director).

The Independent Directors unanimously recommend that 
iSOFT Shareholders vote in favour of the Share Scheme 
Resolution and the Independent Directors who hold or control 
iSOFT Shares intend to vote those iSOFT Shares in favour 
of the Share Scheme in the absence of a Superior Proposal.

The Independent Directors unanimously recommend 
that iSOFT Optionholders vote in favour of the Option 
Scheme Resolution and the Independent Directors who 
hold or control iSOFT Options intend to vote those iSOFT 
Options in favour of the Option Scheme in the absence 
of a Superior Proposal. 

Due to the arrangements relating to the Convertible Notes 
as described in Section 10.8 below, the OCP nominees 
to the iSOFT Board (namely Robert Moran and Ian Tsicalas) 
have refrained from making a recommendation to iSOFT 
Securityholders so as to avoid any perception of a conflict 
of interest. However, OCP has indicated that it intends 
to support the Share Scheme if no proposal which OCP 
considers superior is made. Robert Moran has indicated that 
he intends to vote the iSOFT Shares which he personally 
controls in favour of the Share Scheme. Ian Tsicalas does not 
personally control any iSOFT Shares. Neither Robert Moran 
nor Ian Tsicalas hold any iSOFT Options. 

The Independent Directors carefully considered a range 
of alternatives for iSOFT, as well as the advantages, 
disadvantages and risks associated with the Schemes. 
In the recommendations in respect of the Share Scheme 
and Option Scheme, the Independent Directors have carefully 
considered iSOFT’s growth opportunities, challenges and 
risks, and the uncertainties of delivering value to iSOFT 
Securityholders that would be superior to the Share Scheme 
Consideration and Option Scheme Consideration. 

8.2 Reasons for recommending, 
and advantages of, the Scheme(s)

The factors which the Independent Directors have taken 
into account in recommending the Schemes to iSOFT 
Securityholders include:

(a)  The Independent Expert has concluded that each 
of the Schemes is fair and reasonable and in the 
best interests of the iSOFT Securityholders, in the 
absence of a Superior Proposal 

The Independent Expert, Lonergan Edwards, appointed 
by iSOFT to assess each of the Schemes on behalf of iSOFT 
Securityholders, has concluded that each of the Schemes 
is fair and reasonable and in the best interests of the iSOFT 
Securityholders, in the absence of a Superior Proposal. 

Share Scheme

The Independent Expert has assessed the value of iSOFT 
Shares on a controlling interest basis to be in the range 
of $0.108 to $0.141 per iSOFT Share. The Independent 
Expert states that the Share Scheme Consideration of $0.17 
per iSOFT Share is above the Independent Expert’s assessed 
valuation range for iSOFT on a 100% controlling interest 
basis. Accordingly, the Independent Expert has concluded 
that the Share Scheme is fair and reasonable and in the 
best interests of iSOFT Shareholders, in the absence 
of a Superior Proposal.

Option Scheme

The Independent Expert has assessed the value of the iSOFT 
Options to be in the range of $0.000 to $0.021. 

The Option Scheme Consideration of between $0.001 
and $0.033 per iSOFT Option is above the Independent 
Expert’s valuation of the iSOFT Options which is in the 
range of $0.000 to $0.021. This, in addition to the lack 
of secondary market for the iSOFT Options, led the 
Independent Expert to conclude that the Option Scheme 
is fair and reasonable and in the best interests of iSOFT 
Optionholders, in the absence of a Superior Proposal.

A copy of the Independent Expert’s Report is set out in 
Annexure H. iSOFT Securityholders are encouraged to read 
the Independent Expert’s Report in its entirety, including 
the assumptions, qualifications and disclaimers on which the 
Independent Expert’s conclusions are based. F
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(b)  A comprehensive strategic review process 
has already been undertaken by iSOFT and 
the proposal from CSC is considered by the 
iSOFT Board to offer the best outcome for 
iSOFT Securityholders taking into account the 
Share Scheme Consideration, Option Scheme 
Consideration and transaction certainty 

In unanimously recommending the Share Scheme, the 
Independent Directors have had regard to the extensive 
global strategic review process undertaken by iSOFT 
and its advisers.

This process was initiated by the iSOFT Directors following 
the conclusion of the FY10 financial year, and examined 
ways to maximise the value for iSOFT Securityholders given 
the level of the iSOFT Group’s indebtedness, its maturities 
and the attitude of the iSOFT Group’s lending syndicate. 
This included consideration of the introduction of new 
capital, the sale of parts of the Company and the sale 
of the whole Company.

The strategic review process involved discussions with 
numerous parties, many of whom executed non‑disclosure 
agreements and were granted access to non‑public 
information about iSOFT to assist those parties with 
their due diligence investigations. 

As a result of this strategic review process, proposals were 
received by iSOFT. The proposal from CSC was the only 
definitive offer received by iSOFT; others were strictly 
confidential, non‑binding indicative offers subject to, inter 
alia, further material due diligence investigations. iSOFT 
considered the proposals in a holistic manner, taking into 
account the value to iSOFT Shareholders, the ability to repay 
iSOFT’s senior debt facilities and transaction certainty (from 
a funding, execution and timing perspective). The proposal 
from CSC was financially attractive, considerably more 
advanced and less conditional than all other indicative offers 
received. iSOFT did not receive any other proposal that was 
considered to offer value as attractive and transaction as 
certain (from a funding, execution and timing perspective) 
as CSC’s proposal contained in the Scheme Implementation 
Agreement. 

Entering into the Scheme Implementation Agreement with 
CSC does not prevent other parties (including those that 
had submitted indicative proposals) from making a Superior 
Proposal. However, no Superior Proposal has been received 
by iSOFT as at the date of this Scheme Booklet; if one were 
to be received by iSOFT, the iSOFT Directors would have 
a fiduciary and statutory duty to explore it fully.

The Company’s existing banking syndicate has made it clear 
that they would be seeking full repayment of the senior 
debt facilities when they mature within the next 12 months. 
A capital raising of the order of magnitude required 
to fully repay the senior debt facilities was considered 
by the Company (with advice from its advisers) to be a very 
challenging alternative, especially as the iSOFT Share price 
has deteriorated over the last six months. This conclusion 
is consistent with the proposals received as part of the 
strategic review process. Furthermore, even if a capital raising 
is ultimately achievable, the potential future outcome for 
iSOFT Shareholders has to be weighed against the significant 
dilution to iSOFT Shareholders that would result unless 
existing iSOFT Shareholders contribute significant additional 
funds for new equity, and the certainty of the cash offer 
and the significant premium proposed by CSC Australia.

The Independent Directors have also considered the benefit 
that would be received by OHTI as a result of the early 
repayment of the Convertible Notes in full. The Convertible 
Notes were valued by the Independent Expert in the 
absence of the Schemes or similar proposal and as stated 
in paragraph 30 of the Supplementary Expert’s Report: 

“It should also be noted that, in the absence of a change 
of control transaction, the market price of iSOFT shares 
would  significantly below our assessed range and the Share 
Scheme Consideration due to the uncertainty associated with 
iSOFT’s ability to repay or refinance its debt.”

The Supplementary Expert’s Report is an important 
document and all iSOFT Securityholders are encouraged 
to read the Supplementary Expert’s Report in its entirety 
and consider the conclusion of the Independent Directors 
in the context of the full report.

Having taken into account all of the relevant considerations 
(including those set out in Sections 8.2 and 10.8), 
the Independent Directors have concluded that in the 
absence of the proposal from CSC Australia, the iSOFT 
Securityholders would be materially worse off. In light 
of these circumstances, and after careful consideration, 
the iSOFT Board has concluded that the Schemes are 
in the best interests of iSOFT Securityholders. Accordingly, 
the Independent Directors recommend that iSOFT 
Securityholders vote in favour of the Scheme(s). 
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3 The $50.0 million operating cost saving compares cost projects for Q4 FY11 against actual costs for Q4 FY10, annualised. 

(c) As at the date of this Scheme Booklet, no Superior Proposal has emerged
As at the date of this Scheme Booklet, no Superior Proposal has emerged. However, it is possible that a more attractive 
proposal for iSOFT Securityholders could materialise in the future; if one were to be received by iSOFT, the iSOFT Directors 
would have a fiduciary and statutory duty to explore it fully. 

While the Scheme Implementation Agreement restricts the iSOFT Directors from seeking third party proposals by way 
of “no shop” and “no talk” restrictions (see Section 16.1(b)), the Scheme Implementation Agreement in no way prevents 
a third party from making an alternative proposal. 

(d)  The Share Scheme Consideration of $0.17 per iSOFT Share represents an attractive premium to the market price 
of iSOFT Shares prior to the announcement of the Schemes

The Share Scheme Consideration being offered to iSOFT Shareholders under the Share Scheme (being $0.17 cash per 
iSOFT Share) represents a significant premium to the trading price of iSOFT Shares prior to the announcement of the 
Schemes, namely:

•	 a 227% premium to the last traded price of iSOFT Shares prior to 24 March 2011 (the last trading date prior to the 
announcement of the Schemes);

•	 a 270% premium to the 1 month VWAP prior to 24 March 2011; and

•	 a 209% premium to the 3 month VWAP prior to 24 March 2011.

The chart below depicts the implied premium of the Share Scheme Consideration of $0.17 cash per iSOFT Share relative 
to the last trading price of iSOFT Shares prior to the announcement of the Schemes and the VWAP of the iSOFT Shares 
across a range of trading periods. 

Share Scheme premium to the iSOFT Share price prior to the announcement of the Schemes

0

$0.04

$0.08

$0.12

$0.16

$0.20

$0.055$0.046$0.052

209%270%

Cash proposal of $0.17

227%

Last close
(24 March 2011)

1 month VWAP
(to 24 March 2011)

3 month VWAP
(to 24 March 2011)

(e)  The Schemes will deliver immediate and certain value to iSOFT Securityholders and eliminate the future risks 
inherent in the iSOFT business

The Share Scheme Consideration offered to iSOFT Shareholders under CSC Australia’s proposal provides certainty of value 
and timing. Specifically, if all of the conditions and approvals for the Share Scheme are satisfied or waived, as applicable, 
iSOFT Shareholders will receive their Share Scheme Consideration within approximately one month of the date of the 
Share Scheme Meetings. 

Under the terms of the Share Scheme, iSOFT Shareholders will receive $0.17 cash per iSOFT Share. In contrast, if the 
Share Scheme does not proceed, the amount which iSOFT Shareholders will be able to realise for their iSOFT Shares 
on  a sale or from any future dividends is uncertain.

The certainty of the all cash consideration under CSC Australia’s proposal should be compared against the risks and 
uncertainties of remaining an iSOFT Shareholder, which include the risks specified in Section 13.
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(f)  If the Share Scheme does not proceed, iSOFT Shareholders will continue to be subject to the specific risks 
associated with iSOFT’s business and general market risks 

For the year to 30 June 2010, iSOFT made a net loss after tax of $382.9 million and generated a cash outflow from 
operating and investing activities of $47.0 million. For the six months to 31 December 2010, iSOFT made a net loss after tax 
of $84.1 million and generated a cash outflow from operating and investing activities of $24.1 million. The iSOFT Directors 
have sought to address the reduction in profit and cash flow through the continuing restructuring program aimed at: 

•	 reducing operating costs by A$50.0 million by the end of FY11;3

•	 streamlining and harmonising its product portfolio; and

•	 re‑orienting its business development and research and development initiatives to achieve greater flexibility and speed 
to market for new products.

However, there is no certainty that these restructuring efforts will return iSOFT to profitability. 

In forming their recommendation, the Independent Directors have taken into account the challenging financial position 
of iSOFT. iSOFT is currently operating with limited scope for additional funding under its financing arrangements and, 
as detailed in Sections 10.5 and 13.2 of this Scheme Booklet, iSOFT has a £24.6 million senior debt facility maturing on 
31 December 2011 and a further £112.5 million in senior debt facilities maturing on 15 March 2012. Furthermore, the senior 
debt facilities currently have high and increasing rates of interest. In addition, the Company’s existing banking syndicate 
have made it clear that they would be seeking full repayment of the senior debt facilities when they mature. In the absence 
of access to substantial new sources of funding, the Company will find it difficult to meet these financing obligations when 
they become due (which would have a materially negative impact on the prospects for iSOFT Securityholders to recover value 
from their iSOFT Shares and/or iSOFT Options, as relevant). 

In addition, the future price of iSOFT Shares will be subject to external economic and market factors. These factors include 
ongoing exposure to currency movements which may significantly impact the revenue and earnings of iSOFT in Australian 
dollar terms and risks associated with potential changes in laws and regulations in the jurisdictions in which iSOFT operates.

Further information in relation to these risks is outlined in Section 13.

The Share Scheme, if implemented, would remove these risks and uncertainties for iSOFT Shareholders. The Independent 
Directors consider that the opportunity to receive $0.17 cash per iSOFT Share under the Share Scheme provides iSOFT 
Shareholders with a superior outcome relative to the uncertainty and risk associated with iSOFT’s current position.

(g)  The iSOFT Share price is likely to fall if the Share Scheme is not implemented and no alternative 
proposal emerges

If the Share Scheme is not implemented, iSOFT Shares will continue to remain quoted on the ASX. In this event, it is 
possible that iSOFT Shares will trade at lower prices. iSOFT Shares last traded at $0.052 prior to the announcement of the 
Schemes on 2 April 2011. As there are many factors which affect the price of iSOFT Shares, it is difficult to predict the price 
at which iSOFT Shares will trade in the future if the Share Scheme is not implemented and there is no Superior Proposal. 
The Independent Directors expect that in those circumstances, the market price of iSOFT Shares is likely to fall substantially 
below the $0.17 cash per iSOFT Share offered by CSC Australia under the Share Scheme. 

iSOFT recent share price performance
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(h)  There are no brokerage costs or stamp duty 
payable by iSOFT Securityholders on disposal 
of their iSOFT Shares and/or iSOFT Options

iSOFT Shareholders will not be required to pay any 
transactions costs, such as brokerage, on the transfer of 
their iSOFT Shares to CSC Australia under the Share Scheme. 
However, if iSOFT Shareholders sell their iSOFT Shares 
on‑market prior to close of trading on the ASX on the 
Effective Date, they may incur such costs.

CDI holders will not be required to pay any transactions 
costs, such as brokerage, on the transfer of the underlying 
iSOFT Shares to CSC Australia under the Share Scheme.

iSOFT Optionholders will not be required to pay any 
transaction costs, such as brokerage, on the cancellation 
of their iSOFT Options under the Option Scheme.

(i)  The Option Scheme Consideration represents 
an opportunity to receive certain consideration 
of $0.001–$0.033 cash per iSOFT Option, all 
of which are significantly out of the money

All iSOFT Options currently have exercise prices ranging 
between $0.578 and $1.00 per iSOFT Option. This is 
considerably in excess of the current iSOFT Share price and 
there is no certainty that the iSOFT Share price will ever reach 
a level above the exercise price for any of the iSOFT Options.

Further, the Option Scheme Consideration is in excess of the 
indicative valuation range of $0.000–$0.021 determined 
by the Independent Expert.

8.3  Reasons why iSOFT Securityholders 
may consider voting against the 
Scheme(s) and disadvantages 
of the Scheme(s)

Although the Independent Directors unanimously 
recommend that iSOFT Securityholders vote in favour 
of the Schemes in the absence of a Superior Proposal, and 
although the Independent Expert has concluded that each 
of the Schemes is in the best interests of the relevant iSOFT 
Securityholders in the absence of a Superior Proposal, factors 
which iSOFT Securityholders may consider as reasons to vote 
against the Schemes include:

(a)  iSOFT Securityholders may disagree with the 
recommendation of the Independent Directors 
and the conclusions of the Independent Expert 
and believe that the Schemes are not in the best 
interests of iSOFT Securityholders

Despite the recommendation of the Independent Directors 
and the conclusions of the Independent Expert, iSOFT 
Securityholders may take a different view and believe that 
the Scheme(s) is/are not in their best interests or that of other 
iSOFT Securityholders. In particular, iSOFT Securityholders 
may believe that iSOFT will deliver greater returns over the 
long term by remaining an independent company. 

(b)  iSOFT Shareholders may be of the view that their 
investment in iSOFT could be worth more than the 
amount offered for their iSOFT Shares under the 
Share Scheme 

If the Share Scheme is implemented, current iSOFT 
Shareholders will no longer own iSOFT Shares. This will 
mean that they will not participate in any potential upside 
that may result from being an iSOFT Shareholder. This may 
include the right to participate in potential upside in iSOFT’s 
value (such as growth arising from the development and 
implementation of LORENZO), and receive any potential 
future dividends on iSOFT Shares. 

In addition, iSOFT Shareholders may be of the view 
that the potential synergies that CSC may derive from 
its proposed acquisition of iSOFT (including as a result 
of CSC being an existing customer of iSOFT) are such 
that CSC would be prepared to offer consideration higher 
than the Share Scheme Consideration and the Option 
Scheme Consideration. 

(c)  iSOFT Optionholders may be of the view that their 
potential investment in iSOFT could be worth more 
than the amount offered for their iSOFT Options 
under the Option Scheme

If the Option Scheme is implemented, current iSOFT 
Optionholders will no longer own iSOFT Options. This 
will mean that they will not participate in any potential 
upside (such as growth arising from the development 
and implementation of LORENZO) that may result from 
being an iSOFT Optionholder. This may include the right 
to participate in potential upside in iSOFT Shares (should the 
iSOFT Options be exercised) and receive any potential future 
dividends on iSOFT Shares. 

(d)  The tax consequences of the Schemes may not suit 
an iSOFT Securityholder’s financial position

Implementation of the Schemes may trigger tax consequences 
for iSOFT Securityholders earlier than would otherwise be 
the case. Sections 14 and 15 set out further details of the tax 
implications of the Schemes, but this will depend on each 
iSOFT Securityholder’s individual circumstances. Each iSOFT 
Securityholder should consider obtaining professional advice 
in relation to the tax implications of the Schemes for their 
individual circumstances. 

(e)  iSOFT Securityholders may wish to maintain their 
current investment in iSOFT and participate in any 
future value created by iSOFT as a result of on-going 
operations (including from the development and 
implementation of LORENZO)

iSOFT Securityholders may wish to maintain an investment 
in iSOFT in order to have an investment in a publicly listed 
company with the specific characteristics of iSOFT such 
as industry, operational profile, size and geography.
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In addition, if the Share Scheme is implemented, iSOFT 
Securityholders would not be able to participate in any future 
value created by iSOFT as a result of on‑going operations over 
and above that reflected in the Share Scheme Consideration. 
This includes any growth value that iSOFT may obtain from 
the development and implementation of LORENZO.

Implementation of the Schemes may disadvantage those 
iSOFT Securityholders who do not want a change in 
their investment profile. iSOFT Securityholders wishing to 
maintain the same portfolio risk profile for their investment 
will need to seek an alternative investment if the Share 
Scheme proceeds.

(f)  iSOFT Securityholders may consider that there 
is a possibility that a Superior Proposal will emerge

Despite the fact that no Superior Proposal has emerged 
as at the date of this Scheme Booklet, iSOFT Securityholders 
may believe that there is a possibility that a Superior Proposal 
could emerge in the foreseeable future.

If the Share Scheme does not proceed, it is possible that 
an alternate acquirer or merger partner could emerge that 
offers greater value for iSOFT Securityholders than would 
be realised under the Schemes. The implementation of the 
Schemes would mean that iSOFT Securityholders would not 
obtain the benefit of any such alternate proposal. 

The Independent Directors have evaluated a number 
of alternatives available to iSOFT and have determined that 
each of the Schemes is the best alternative available. As at 
the date of this Scheme Booklet, no Superior Proposal has 
been received by iSOFT. 

If an unsolicited Superior Proposal is received prior to 
the Scheme Meetings, this would be considered by the 
Independent Directors in accordance with their fiduciary 
and statutory duties and subject to the provisions contained 
in the Scheme Implementation Agreement. The iSOFT Board 
will keep iSOFT Securityholders fully informed if any Superior 
Proposal emerges before the Scheme Meetings.

(g)  iSOFT Securityholders may disagree with the terms 
of the Schemes or the associated commercial 
arrangements, including the early repayment of the 
Convertible Notes in full at a value higher than their 
market value as determined by the Independent 
Expert (with the market value of the Convertible 
Notes being determined as if offered for sale in the 
absence of the Schemes or a similar proposal) which 
provides OHTI with a benefit which is not received 
by other iSOFT Securityholders

iSOFT Securityholders may feel that the structure of the 
Schemes and the surrounding commercial arrangements 
are unfair or inappropriate. For example, an iSOFT 
Securityholder may:

•	 be uncomfortable with the Conditions Precedent 
(see Section 8.3(h) below); 

•	 disagree with the treatment of the Performance 
Rights (which is to crystallise them so that prior to the 
Scheme Record Date, each Performance Right holder 
will receive an iSOFT Share for every Performance 
Right held); 

•	 disagree with the full repayment of the Company’s 
financing arrangements on or shortly after the 
Implementation Date, including the Convertible Notes 
held by OHTI (which would have otherwise been repaid 
in October 2012 and November 2012 if not converted); 

•	 disagree with the extinguishment of the Warrants held 
by OHTI; and/or

•	 disagree with some other aspect of the Scheme(s).

In relation to the Convertible Notes, OHTI will receive 
$39,717,621 (being the aggregate face value of the 
Convertible Notes) for the repayment and redemption of the 
Convertible Notes on the Implementation Date. Absent the 
implementation of the Share Scheme, the Convertible Notes 
are due to be redeemed in two tranches on 31 October 2012 
and 19 November 2012. 

The Independent Expert has valued the Convertible Notes 
and has concluded that their market value is in the range 
of $18.3 million to $26.7 million (with the market value of 
the Convertible Notes being determined as if they are offered 
for sale in the absence of the Schemes or a similar proposal). 
On this basis, OHTI will receive a benefit in the range of 
$13 million to $21.4 million, which benefit will only be 
available to OHTI, as the sole holder of the Convertible Notes, 
if the Share Scheme is implemented. 

The Independent Directors have also considered the benefit 
that would be received by OHTI as a result of the early 
repayment of the Convertible Notes in full. The Convertible 
Notes were valued by the Independent Expert in the absence 
of the Schemes or similar proposal and as stated in paragraph 
30 of the Supplementary Expert’s Report: 

“It should also be noted that, in the absence of a change 
of control transaction, the market price of iSOFT Shares 
would trade significantly below our assessed range and 
the Share Scheme Consideration due to the uncertainty 
associated with iSOFT’s ability to repay or refinance its debt.”F
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Further, the Independent Directors consider it likely (based 
on the proposals contained in other first round bids received 
during the strategic review process and CSC’s proposal) 
that most other parties wishing to acquire full control 
of iSOFT would seek to acquire or repay the Convertible 
Notes on substantially the same terms as proposed by CSC 
Australia. Having taken into account all of the relevant 
considerations (including the reasons set out in Section 8.2), 
the Independent Directors have concluded that the Schemes 
are in the best interests of iSOFT Securityholders.

However, iSOFT Securityholders may disagree and consider 
the provision of the benefit to OHTI as a consequence of 
the repayment of the Convertible Notes as a reason to vote 
against the Schemes.

Further information on the Convertible Notes, the terms 
of their repayment and the total consideration payable 
to OHTI on the implementation of the Share Scheme are 
set out in Section 10.8 and the Supplementary Expert’s 
Report. The Supplementary Expert’s Report is an important 
document and all iSOFT Securityholders are encouraged 
to read the Supplementary Expert’s Report in its entirety 
and consider the conclusion of the Independent Directors 
in the context of the full report. 

OHTI will also receive an aggregate amount of $27,901 
for the extinguishment of the Warrants on issue as at the 
date of this Scheme Booklet (calculated by deducting the 
exercise price of each Warrant from the Share Scheme 
Consideration). The aggregate consideration payable to 
OHTI for the extinguishment of the Warrants will be reduced 
to the extent any Warrants are exercised or expire prior to 
the Second Court Date. The net economic effect of the 
extinguishment of each Warrant for consideration (equal to 
the Share Scheme Consideration less the exercise price of the 
Warrant) is exactly the same as OHTI exercising the Warrants 
and receiving iSOFT Shares which will then be acquired 
by CSC Australia under the Share Scheme. However, iSOFT 
Securityholders may disagree with the proposed arrangement 
relating to the Warrants.

Outside of those particular examples, it is possible that 
there are other aspects of the Schemes with which an iSOFT 
Securityholder may disagree sufficiently to justify voting 
against the scheme resolutions. 

(h)  The Schemes are subject to a number of Conditions 
Precedent which iSOFT Securityholders may 
consider unacceptable

Each of the Schemes is subject to a number of Conditions 
Precedent, including CSC Australia obtaining Foreign 
Investment Review Board approval and EU merger clearance, 
no “iSOFT Prescribed Event” or “iSOFT Material Adverse 
Change” occurring (these terms are defined in Section 1 
of Annexure A), the Scheme Resolutions being passed 
by the requisite majorities (see Section 9.4 for further 
details) at the Scheme Meetings, the Court approving 
the Schemes, and iSOFT not breaching its covenants in 
relation to material business restrictions. The Conditions 
Precedent to the Schemes are summarised in further 
detail in Section 16.1(a) and are set out in full in Section 3 
of the Scheme Implementation Agreement in Annexure A. 
iSOFT Securityholders may consider one or more of these 
Conditions Precedent to be unacceptable.

If the Conditions Precedent to the Share Scheme are not 
satisfied or (where applicable) waived, neither of the 
Schemes will proceed (even if the Share Scheme is approved 
by iSOFT Shareholders), no iSOFT Shares will be acquired 
by CSC Australia, and no iSOFT Options will be cancelled 
as contemplated by the Schemes. If the Conditions Precedent 
to the Share Scheme are satisfied or (where applicable) 
waived, but the further Conditions Precedent to the Option 
Scheme are not satisfied or (where applicable) waived, the 
Share Scheme will proceed but the Option Scheme will 
not proceed.

The Independent Directors have reviewed the Conditions 
Precedent and, having regard to iSOFT’s circumstances and 
market practice generally, consider them to be acceptable 
for a transaction of this nature. 

As at the date of this Scheme Booklet, the Independent 
Directors are not aware of any matter that would result 
in the non‑fulfilment of any of those Conditions Precedent.
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Section 9

9.1 Background
On 2 April 2011, iSOFT announced that it had entered into 
a Scheme Implementation Agreement with CSC Australia 
and CSC pursuant to which iSOFT agreed to propose the 
Schemes to iSOFT Securityholders. 

This Scheme Booklet contains important information 
that iSOFT Securityholders should consider in deciding 
whether or not to vote in favour of the Scheme(s) relevant 
to them at the Scheme Meeting(s). iSOFT Securityholders 
are encouraged to read this Scheme Booklet in its entirety 
and the Independent Directors recommend that iSOFT 
Securityholders vote in favour of the Scheme(s) relevant 
to them, in the absence of a Superior Proposal.

9.2  Overview of steps for implementing 
the Schemes

The key steps to implementing the Schemes are:

(a) iSOFT Shareholders (other than OCP Shareholders) will 
vote on whether to approve the Share Scheme at Share 
Scheme Meeting 1. 

(b) OCP Shareholders will vote on whether to approve the 
Share Scheme at Share Scheme Meeting 2

(c) iSOFT Optionholders will vote on whether to approve 
the Option Scheme at the Option Scheme Meeting.

(d) If the requisite majorities of iSOFT Shareholders 
approve the Share Scheme, and all Conditions 
Precedent to the Share Scheme (other than Court 
approval and lodgement of the Court order with ASIC) 
have been satisfied or waived, iSOFT will apply to the 
Court for approval of the Share Scheme.

(e) If the requisite majorities of iSOFT Optionholders 
approve the Option Scheme, and all Conditions 
Precedent to the Option Scheme (other than Court 
approval and lodgement of the Court order with ASIC) 
have been satisfied or waived, iSOFT will apply to the 
Court for approval of the Option Scheme.

(f) If the Court approves the Share Scheme or approves 
both the Share Scheme and the Option Scheme, 
iSOFT will lodge with ASIC a copy of the court orders 
approving the Share Scheme and, as applicable, the 
Option Scheme. The date on which this occurs will 
be the Effective Date for the Share Scheme and, 
as applicable, the Option Scheme, and will be the 
last day for trading of iSOFT Shares on ASX.

(g) On the Implementation Date, CSC Australia will acquire 
all of the iSOFT Shares and will pay the Share Scheme 
Consideration to iSOFT (to hold on trust for the Scheme 
Shareholders). If the Option Scheme is Effective, 
all iSOFT Options will be cancelled and CSC Australia 
will also pay the Option Scheme Consideration on the 
Implementation Date to iSOFT (to hold on trust for the 
Scheme Optionholders). The Convertible Notes will also 
be repaid and redeemed on the Implementation Date.

(h) Following implementation of the Share Scheme, iSOFT 
will apply for the termination of official quotation 
of the iSOFT Shares and the removal of iSOFT from the 
official list of ASX.

These steps are discussed further below. The expected dates 
for the key steps are set out on pages 2 and 3 of this Scheme 
Booklet (but those dates are indicative only and subject 
to change).

9.3 Scheme Consideration
If the Share Scheme becomes Effective, all iSOFT Shares will 
be transferred to CSC Australia and CSC Australia will provide 
the Share Scheme Consideration of $0.17 per iSOFT Share 
to the Scheme Shareholders on the Implementation Date. 

If the Option Scheme becomes Effective, all iSOFT Options 
will be cancelled and CSC Australia will provide the 
Applicable Option Scheme Consideration per iSOFT Option 
to the Scheme Optionholders on the Implementation Date. 

9.4 Steps for implementing the Schemes
(a) Preliminary steps
iSOFT, CSC Australia and CSC entered into a Scheme 
Implementation Agreement on 1 April 2010 pursuant 
to which they agreed, among other things, to propose 
the Schemes.

On Thursday, 26 May 2011, CSC Australia executed both 
the Share Scheme Deed Poll and Option Scheme Deed Poll 
pursuant to which CSC Australia agreed, subject to the 
relevant Scheme becoming Effective, to provide to each 
Scheme Shareholder and Scheme Optionholder (as the case 
may be) the Share Scheme Consideration and/or Option 
Scheme Consideration (as the case may be) to which each 
Scheme Shareholder and Scheme Optionholder is entitled 
under the terms of the relevant Scheme.

A copy of the Scheme Implementation Agreement is set out 
in Annexure A to this Scheme Booklet.

Copies of the proposed Share Scheme and Option Scheme 
are set out in Annexure D and Annexure E respectively.

Copies of the executed Share Scheme Deed Poll and 
Option Scheme Deed Poll are set out in Annexure F and 
Annexure G respectively.
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(b) Share Scheme Meetings
On Thursday, 9 June 2011, the Court ordered that the 
Share Scheme Meetings be held at 10.00 am and 10.30 am 
respectively on Friday, 15 July 2011 at the head office 
of iSOFT (Darling Park Tower 2, Level 27, 201 Sussex Street, 
Sydney, NSW 2000 Australia) for the purposes of approving 
the Share Scheme Resolution. 

Two Share Scheme Meetings are required to approve 
the Share Scheme because OHTI will be receiving early 
repayment of the Convertible Notes in full, which amount 
is greater than their market value as ascertained by the 
Independent Expert. Therefore, OCP Shareholders will 
vote on the Share Scheme in a separate class from other 
iSOFT Shareholders. 

All iSOFT Shareholders (other than OCP Shareholders) will 
vote on the Share Scheme at Share Scheme Meeting 1 and 
OCP Shareholders will vote on the Share Scheme at Share 
Scheme Meeting 2. To become Effective, the Share Scheme 
must be approved by the requisite majorities of iSOFT 
Shareholders at each Share Scheme Meeting.

The Notices of Share Scheme Meetings, which set out 
the Share Scheme Resolution to be approved by iSOFT 
Shareholders, are included in Annexure B.

Each iSOFT Shareholder (other than an OCP Shareholder) 
who is registered on the iSOFT Share Register at 10.00 am 
on Wednesday, 13 July 2011 is entitled to attend and 
vote at Share Scheme Meeting 1, either in person 
or by proxy or attorney or, in the case of a body corporate, 
by its corporate representative appointed in accordance 
with section 250D of the Corporations Act.

Each OCP Shareholder who is registered on the iSOFT Share 
Register at 10.30 am on Wednesday, 13 July 2011 is entitled 
to attend and vote at Share Scheme Meeting 2, either 
in person or by proxy or attorney or, in the case of a body 
corporate, by its corporate representative appointed in 
accordance with section 250D of the Corporations Act.

Instructions on how to attend and vote at the Share 
Scheme Meetings in person, or to appoint a proxy to attend 
and vote on your behalf, are set out in Section 4 of this 
Scheme Booklet.

The Share Scheme Resolution must be approved at each 
Share Scheme Meeting by:

•	 a majority in number (more than 50%) of iSOFT 
Shareholders present and voting at that Share Scheme 
Meeting (whether in person, by proxy, by attorney 
or, in the case of body corporate, by a corporate 
representative) (the Headcount Test); and

•	 at least 75% of the total number of votes cast on the 
Share Scheme Resolution by iSOFT Shareholders voting 
at that Share Scheme Meeting 

If the Share Scheme is not approved by iSOFT Shareholders 
at a Share Scheme Meeting by reason only of the 
non-satisfaction of the Headcount Test, iSOFT will 
(if reasonably requested by CSC Australia), notwithstanding 
that the Headcount Test has not been satisfied, apply 
to the Court for the Court to exercise its discretion to 
disregard the Headcount Test and make orders approving 
the Share Scheme.

(c) Option Scheme Meeting
On Thursday, 9 June 2011, the Court ordered that the Option 
Scheme Meeting be held at 11.00 am on Friday, 15 July 2011 
at the head office of iSOFT (Darling Park Tower 2, Level 27, 
201 Sussex Street, Sydney, NSW 2000 Australia) for the 
purposes of approving the Option Scheme Resolution. 

The Notice of Option Scheme Meeting for iSOFT 
Optionholders is included in Annexure C, which sets out 
the Option Scheme Resolution.

Each iSOFT Optionholder who is registered on the iSOFT 
Option Register at 11.00 am on Wednesday, 13 July 2011 
is entitled to attend and vote at the Option Scheme 
Meeting, either in person or by proxy or attorney or, in the 
case of a body corporate, by its corporate representative 
appointed in accordance with section 250D of the 
Corporations Act.

The Option Scheme Resolution must be approved by:

•	 a majority in number (more than 50%) of iSOFT 
Optionholders present and voting at the Option 
Scheme Meeting (whether in person, by proxy, by 
attorney or, in the case of a body corporate, by 
a corporate representative) (the Headcount Test); and

•	 iSOFT Optionholders whose iSOFT Options amount 
to at least 75% of the total value of the iSOFT Options 
held by iSOFT Optionholders who vote at the Option 
Scheme Meeting (the “value” of an iSOFT Option will 
be determined by reference to the Option Scheme 
Consideration payable on the cancellation of an 
iSOFT Option). 

There is only one Option Scheme Meeting as the iSOFT 
Optionholders are considered to comprise one class for 
voting purposes as the Option Scheme Consideration has 
been calculated on the same basis for all iSOFT Options. 
The Option Scheme Consideration has been calculated 
by CSC Australia using the Black-Scholes methodology 
(based on CSC Australia’s own assumptions) plus an 
amount of $0.001 per iSOFT Option in excess of the 
Black-Scholes value.
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(d) Second Court Hearing
In the event that:

•	 the Share Scheme Resolution is approved by the 
requisite majorities of iSOFT Shareholders at each Share 
Scheme Meeting; and

•	 all Conditions Precedent to the Share Scheme have 
been satisfied or remain capable of being satisfied, or 
waived (if applicable),

iSOFT will apply to the Court for orders approving the 
Share Scheme.

In the event that:

•	 the Option Scheme Resolution is approved by the 
requisite majorities of iSOFT Optionholders at the 
Option Scheme Meeting; and

•	 all Conditions Precedent to the Option Scheme (other 
than Court approval and lodgement of the Court 
Order with ASIC) have been satisfied or remain capable 
of being satisfied, or waived (if applicable),

iSOFT will apply to the Court for orders approving the 
Option Scheme.

The Share Scheme is not conditional on the Option 
Scheme such that iSOFT’s application to the Court for an 
order approving the Share Scheme will not be dependent 
on the Option Scheme having been approved by iSOFT 
Optionholders. However, as the Option Scheme is conditional 
on the Share Scheme having been approved by iSOFT 
Shareholders, the Option Scheme Meeting will only be held 
and iSOFT will only make an application to the Court for 
an order approving the Option Scheme if the Share Scheme 
has been approved by iSOFT Shareholders.

iSOFT Securityholders have the right to appear at the 
Second Court Hearing for the Scheme(s) relevant to them.

(e) Effective Date for the Share Scheme 
If the Court makes orders approving the Share Scheme, 
iSOFT will lodge with ASIC an office copy of the Court 
orders given under section 411(4)(b) of the Corporations Act 
approving the Share Scheme. It is anticipated that this will 
occur on the first Business Day immediately following the 
Court Approval Date.

Once the Share Scheme becomes Effective:

(i)  CSC Australia will become bound to pay Scheme 
Shareholders the Share Scheme Consideration 
on the Implementation Date by paying the aggregate 
Share Scheme Consideration to iSOFT as set out 
in Section 9.5(a) below; and

(ii)  subject to payment of the aggregate Share Scheme 
Consideration by CSC Australia as referred to in 
Section 9.5(a) below, iSOFT will become bound to take 
the steps required for CSC Australia to become the 
holder of all iSOFT Shares.

(f) Effective Date for the Option Scheme 
If the Court makes orders approving the Option Scheme, 
iSOFT will lodge with ASIC an office copy of the Court 
orders given under section 411(4)(b) of the Corporations Act 
approving the Option Scheme. It is anticipated that this will 
occur on the first Business Day immediately following the 
Court Approval Date.

Once the Option Scheme becomes Effective:

(i)  CSC Australia will become bound to pay Scheme 
Optionholders the Option Scheme Consideration 
on the Implementation Date by paying the aggregate 
Option Scheme Consideration to iSOFT as set out 
in Section 9.6(a) below; and

(ii)  subject to payment of the aggregate Option Scheme 
Consideration by CSC Australia as referred to in 
Section 9.6(a) below, iSOFT will become bound to take 
the steps required for all iSOFT Options to be cancelled.

(g) Record Date
iSOFT Shareholders on the iSOFT Share Register at the Share 
Scheme Record Date (7.00 pm on Tuesday, 26 July 2011, 
the fifth Business Day after the Effective Date) will become 
entitled to the Share Scheme Consideration for the iSOFT 
Shares they hold at that time.

iSOFT Optionholders on the iSOFT Option Register at the 
Option Scheme Record Date will become entitled to the 
Option Scheme Consideration for the iSOFT Options they 
hold at that time.

9.5 Implementation of Share Scheme 
– payment of Share Scheme 
Consideration 

On the Implementation Date, which is currently anticipated 
to be Friday, 29 July 2011, the Share Scheme will be 
implemented by iSOFT and CSC Australia undertaking the 
following steps.

(a)  Deposit of aggregate Share Scheme Consideration 
by CSC Australia

Before 10.00 am on the Implementation Date, CSC Australia 
will deposit the aggregate Share Scheme Consideration 
payable to all Scheme Shareholders in cleared funds to 
an account nominated by iSOFT to be held on trust by iSOFT 
for Scheme Shareholders. 
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(b) Transfer of all iSOFT Shares to CSC Australia 
Subject to payment of the aggregate Share Scheme 
Consideration by CSC Australia as referred to in 
Section 9.5(a), all of the iSOFT Shares will be transferred to 
CSC Australia and iSOFT will enter the name of CSC Australia 
in the iSOFT Share Register in respect of all iSOFT Shares.

(c) Payment of Share Scheme Consideration
The Share Scheme Consideration will be paid to each 
Scheme Shareholder by cheque in Australian dollars in the 
name of the Scheme Shareholder for the Share Scheme 
Consideration that they are entitled to receive under the 
Share Scheme.

iSOFT will dispatch the cheque to each Scheme Shareholder 
by prepaid post to the Scheme Shareholder’s address as listed 
in the iSOFT Share Register at the Share Scheme Record Date. 

If you are a CDI holder, and you remain a CDI holder as 
at the Share Scheme Record Date, the registered holder 
of your iSOFT Shares, namely J.P. Morgan Nominees Australia 
Limited, will be paid the cash consideration of $0.17 per 
iSOFT Share to which your CDIs entitle you.

9.6  Implementation of Option Scheme 
– payment of Option Scheme 
Consideration 

On the Implementation Date, which is currently anticipated 
to be Friday, 29 July 2011, the Option Scheme will be 
implemented by iSOFT and CSC Australia undertaking the 
following steps.

(a)  Deposit of aggregate Option Scheme 
Consideration by CSC Australia

Relevant funds will be deposited according to the 
methodology described in Section 9.5(a) for the benefit 
of Scheme Optionholders.

(b) Cancellation of all iSOFT Options 
Subject to payment of the aggregate Option Scheme 
Consideration by CSC Australia as referred to in 
Section 9.6(a), all of the iSOFT Options will be cancelled.

(c) Payment of Option Scheme Consideration
Payment of Option Scheme Consideration will take place 
in the same manner as described in Section 9.5(c). 

9.7  Determination of persons entitled 
to Share Scheme Consideration

(a)  Dealings on or prior to the Share Scheme 
Record Date

For the purpose of establishing those persons who are 
Scheme Shareholders, dealings in iSOFT Shares will only 
be recognised if:

•	 in the case of dealings of the type to be effected by 
CHESS, the transferee is registered in the iSOFT Share 
Register as a holder of the relevant iSOFT Shares as 
at the Share Scheme Record Date; and

•	 in all other cases, registrable transfers or transmission 
applications are received at the place where the iSOFT 
Share Register is kept on or before 5.00 pm on the 
day which is the Share Scheme Record Date (in which 
case, iSOFT must register such transfers or transmission 
applications by that date). 

iSOFT will not accept for registration or recognise, for any 
purpose, any transmission application or transfer in respect 
of iSOFT Shares received after such times or received prior 
to these times and not in registrable form.

(b) Dealings after the Share Scheme Record Date
For the purposes of determining entitlements to the Share 
Scheme Consideration, iSOFT will, from the Share Scheme 
Record Date until the Share Scheme Consideration has 
been paid to Scheme Shareholders in accordance with the 
Share Scheme, maintain the iSOFT Share Register in this 
form, which will solely determine entitlements to the Share 
Scheme Consideration.

As from 7.00 pm on the Share Scheme Record Date, each 
entry current on the iSOFT Share Register will cease to be 
of any effect other than as evidence of entitlement to the 
Share Scheme Consideration in respect of the iSOFT Shares 
relating to that entry.

Any share certificates or statements of holding in respect 
of iSOFT Shares shall, from the Share Scheme Record Date, 
cease to have any effect as documents of evidence of title 
in respect of such iSOFT Shares.

9.8  Determination of persons entitled 
to Option Scheme Consideration

(a)  Dealings on or prior to the Option Scheme 
Record Date

For the purpose of establishing those persons who are 
Scheme Optionholders, iSOFT will:

•	 issue iSOFT Shares in accordance with any valid exercise 
of an iSOFT Option which is received on or before 
12.00 pm on the Business Day immediately prior to the 
Option Scheme Record Date; and

•	 not accept for registration or recognise for any 
purpose any exercise of an iSOFT Option received 
after 12.00 pm on the Business Day immediately prior 
to the Option Scheme Record Date. After this time, 
the iSOFT Options shall not be capable of exercise 
notwithstanding any terms on which the iSOFT Options 
were granted.
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(b) Dealings after the Option Scheme Record Date
For the purposes of determining entitlements to the Option 
Scheme Consideration, iSOFT will, from the Option Scheme 
Record Date until the Option Scheme Consideration has 
been paid to Scheme Optionholders in accordance with the 
Option Scheme, maintain the iSOFT Option Register in this 
form, which will solely determine entitlements to the Option 
Scheme Consideration.

As from 7.00 pm on the Option Scheme Record Date, each 
entry current on the iSOFT Option Register will cease to be 
of any effect other than as evidence of entitlement to the 
Option Scheme Consideration in respect of the iSOFT Options 
relating to that entry.

Any option certificates in respect of iSOFT Options shall, 
from the Option Scheme Record Date, cease to have any 
effect as documents of evidence of title in respect of such 
iSOFT Options.

9.9 Repayment of the Convertible Notes
Under the Scheme Implementation Agreement, it is proposed 
that iSOFT will repay and redeem the Convertible Notes with 
funds provided by CSC Australia on the Implementation 
Date, which is expected to be on Friday, 29 July 2011. This 
is approximately 15–16 months earlier than the maturity 
dates of the Convertible Notes. 

On redemption of the Convertible Notes, OHTI will receive 
$39,717,621 (being the aggregate face value of the 
Convertible Notes) in full and final satisfaction of iSOFT’s 
liabilities in respect of the Convertible Notes, including the 
surrender by OHTI of any rights to convert the Convertible 
Notes into iSOFT Shares.

The amount being paid to OHTI for the redemption of the 
Convertible Notes is higher than the market value of the 
Convertible Notes as assessed by the Independent Expert 
in the Supplementary Expert’s Report. On that basis, 
OHTI will receive a benefit in the range of $13 million to 
$21.4 million, which benefit will only be available to OHTI, 
as the sole holder of the Convertible Notes, if the Share 
Scheme is implemented. 

Please refer to Section 10.8 for further information on the 
arrangements in relation to the Convertible Notes. 

9.10 Extinguishment of Warrants 
for consideration

Under the Scheme Implementation Agreement, it is proposed 
that all of the Warrants will be extinguished on the Second 
Court Date if the Share Scheme is approved. In consideration 
for the extinguishment of the Warrants, OHTI will receive 
$0.0086 per Warrant (being the Share Scheme Consideration 
less the exercise price of each Warrant), which equates to 
$27,901 in aggregate for all Warrants on issue as at the date 

of this Scheme Booklet. The aggregate consideration payable 
to OHTI for the Warrants will be reduced to the extent any 
Warrants are exercised or expire prior to the Second Court 
Date. The consideration for the extinguishment of the 
Warrants payable to OHTI will be provided by CSC Australia 
on the Implementation Date. 

9.11 Implementation Date
On or about the Implementation Date, which iSOFT expects 
will be Friday, 29 July 2011: 

(a)  $0.17 per iSOFT Share that an iSOFT Shareholder 
holds as at the Share Scheme Record Date will be paid 
to that iSOFT Shareholder and all iSOFT Shares will 
be transferred to CSC Australia; and

(b)  the Applicable Option Scheme Consideration per iSOFT 
Option that an iSOFT Optionholder holds as at the 
Option Scheme Record Date will be paid to the iSOFT 
Optionholder and all iSOFT Options will be cancelled. 
See Section 7.1 for a summary of the Applicable Option 
Scheme Consideration.

In the case of iSOFT Shares or iSOFT Options held in joint 
names, the Share Scheme Consideration or Option Scheme 
Consideration will be payable to both joint holders and sent 
to the joint holder whose name appears first in the iSOFT 
Share Register or iSOFT Option Register (as applicable) at the 
relevant Record Date.

On the Implementation Date, all of iSOFT’s senior debt 
facilities will be repaid and the Convertible Notes will also 
be repaid and redeemed by iSOFT with funds provided 
by CSC Australia.

9.12 End date
If, by 5.00 pm on 15 September 2011 (or such later date that 
iSOFT and CSC Australia agree in writing), the Share Scheme:

(a)  is not approved by the Court, either iSOFT 
or CSC Australia can terminate the Scheme 
Implementation Agreement; or 

(b)  has not become Effective, the Scheme Implementation 
Agreement will automatically terminate.

If the Scheme Implementation Agreement is terminated 
(whether in the manner described above or otherwise), 
the Schemes will not proceed.

9.13 Stamp duty
CSC Australia will pay any stamp duty on the transfer 
of iSOFT Shares and the cancellation of iSOFT Options under 
the Schemes.
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9.14 Transfer of iSOFT Shares free from 
third party interests

Clause 7.4(a) of the Share Scheme provides that, to the 
extent permitted by law, the iSOFT Shares will at the date 
of transfer to CSC Australia be fully paid and free from all 
mortgages, charges, liens, encumbrances, pledges, security 
interests and other interests of third parties of any kind.

The effect of this clause is that all Scheme Shareholders, 
including those who vote against the Share Scheme and 
those who do not vote on the Share Scheme, will be deemed 
to have warranted to CSC Australia that their iSOFT Shares 
are not subject to any of the encumbrances specified in 
that clause. Clause 7.4(a) of the Share Scheme is set out 
in Annexure D of this Scheme Booklet.

9.15 Cancellation of iSOFT Options free 
from third party interests

Clause 6.4(a) of the Option Scheme provides that, to the 
extent permitted by law, the iSOFT Options will at the date 
of cancellation be free from all mortgages, charges, liens, 
encumbrances, pledges, security interests and other interests 
of third parties of any kind.

The effect of that clause is that all Scheme Optionholders, 
including those who vote against the Option Scheme and 
those who do not vote on the Option Scheme, will be 
deemed to have warranted to CSC Australia that their iSOFT 
Options are not subject to any of the encumbrances specified 
in that clause. Clause 6.4(a) of the Option Scheme is set out 
in Annexure E of this Scheme Booklet.

9.16 Further questions 
If you have any further questions in relation to the Schemes, 
you should call the iSOFT Securityholder Information Line 
on 1800 427 320 (within Australia) or +61 2 8280 7168 
(outside Australia) Monday to Friday between 8.30 am and 
5.30 pm, or visit www .isofthealth.com.
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Section 10

10.1 Background
iSOFT is an international healthcare software and information 
technology (IT) services supplier. It designs, implements 
and supports a range of IT solutions that help healthcare 
professionals automate care processes and support 
workflows across hospitals, clinics and primary care centres, 
enabling the integrated care of the patient.

LORENZO is iSOFT’s flagship, next generation healthcare 
information technology (HCIT) product. It is designed 
to meet the demand for widespread IT deployment without 
the complexity and fragmentation present in many HCIT 
solutions. It complements existing systems and can replace 
them over time on an incremental basis. LORENZO was 
originally conceived for the National Program for IT (NPfIT) 
in England in 2002–03 where CSC is a partner with iSOFT. 
iSOFT retains the right to the LORENZO intellectual property 
worldwide. LORENZO is now live in several sites in the UK 
and internationally and iSOFT believes it will account for 
an increasing portion of revenue and earnings in the future. 
In addition, LORENZO has also been developed to provide 
solutions outside of the NPfIT. 

iSOFT earns income from a combination of license sales, 
maintenance fees and professional service fees for 
implementation, and has a portfolio of products focused 
on the hospital and primary care sectors with applications 
which address the majority of healthcare IT requirements.

It has established market positions in the UK and Ireland, 
Germany, Netherlands, Spain, Mexico, Malaysia, Australia 
and New Zealand, and representation in a number of 
other markets. Overall it has installed products in some 
40 countries with some one million daily users.

10.2 Directors 
The current directors of iSOFT are:

•	 Mr Robert Ellis, Non-Executive Director and Chairman;

•	 Mr Andrea Fiumicelli, CEO and Executive Director;

•	 Mr Robert Moran, Non-Executive Director;

•	 Mr Ronald Series, Executive Director;

•	 Mr Peter Housden, Non-Executive Director; and 

•	 Mr Ian Tsicalas, Non-Executive Director.

10.3  2010 iSOFT Annual Report and 
2011 iSOFT Half Year Report 

On 30 September 2010, iSOFT lodged a copy of the 
2010 iSOFT Annual Report for the financial year ended 
30 June 2010 with the ASX and on 25 February 2011 
iSOFT lodged a copy of the 2011 iSOFT Half Year Report 
for the period ended 31 December 2010 with ASX.

The 2010 iSOFT Annual Report contains detailed information 
about the iSOFT Group’s assets, business and operations, 
structure and shareholders’ profile. It also includes a copy 
of the audited consolidated financial statements of the iSOFT 
Group for the financial year ended 30 June 2010.

The 2011 iSOFT Half Year Report for the period ended 
31 December 2010 contains detailed information about 
the iSOFT Group’s assets, business and operations. It also 
includes a copy of the reviewed consolidated financial 
statements of the iSOFT Group for the period ended 
31 December 2010.

iSOFT Securityholders can view the 2010 iSOFT Annual 
Report and 2011 iSOFT Half Year Report on the iSOFT 
website (www .isofthealth.com) or on the ASX website 
(www .asx.com.au). Any iSOFT Securityholder who would 
like a copy of the 2010 iSOFT Annual Report and/or the 2011 
iSOFT Half Year Report can call the iSOFT Securityholder 
Information Line on 1800 427 320 (within Australia) 
or +61 2 8280 7168 (outside Australia) Monday to Friday 
between 8.30 am and 5.30 pm and a copy will be sent 
to them free of charge.

10.4 iSOFT historical financial performance 
The financial information contained in this Section has been 
presented in abbreviated form. It does not contain all the 
disclosures usually provided in an annual financial report 
or a half year financial report prepared in accordance with 
the Corporations Act. Notes to, and forming part of, the 
audited or reviewed Income Statements and Statements 
of Financial Position are set out in iSOFT’s annual financial 
report for the financial years ended 30 June 2009 and 
30 June 2010 and in iSOFT’s half year financial report for 
the months ended 31 December 2010.

The Income Statements presented in this Section have been 
subject to the following oversight:

•	 Income Statement for the 12 months ended 
30 June 2009 – audited;

•	 Income Statement for the 12 months ended 
30 June 2010 – audited; and

•	 Income Statement for the 6 months ended 
31 December 2010 – reviewed.

The Statements of Financial Position presented in this 
Section have been subject to the following oversight:

•	 Statement of Financial Position as at 30 June 2009 
– audited;

•	 Statement of Financial Position as at 30 June 2010 
– audited; and

•	 Statement of Financial Position as at 31 December 2010 
– reviewed.
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4 The £40m facility was reduced to £24.6m on 13 December 2010 as part of the proceeds from the iBS sale were used to partly pay down the revolver.

iSOFT abbreviated Income Statements 
  12 months ended 12 months ended 6 months ended 
  30 June 2009 30 June 2010 31 December 2010 
($ million)1 Audited Audited Reviewed

Revenue  540.1   434.9   162.7 
EBITDA2  132.4   30.1  (5.6) 
EBIT2  78.4  (14.0)  (18.4) 
Non-recurring items  –  (341.1)  (37.0) 
Statutory NPAT  34.7  (382.9)  (84.1) 
Basic EPS ($)  $0.043  ($0.379)  ($0.083) 

1  Figures are as reported, and are shown in actual currency (that is, the figures extracted from the Income Statement above include the effect of translating 
income and expenses into Australian dollars for reporting purposes). iSOFT also discloses select Income Statement information on a constant currency basis 
to eliminate the impact from foreign currency movements on results.

2  Before non-recurring items (impairment of intangibles). 

Statutory Balance Sheets 
  As at As at As at 
  30 June 2009 30 June 2010 31 December 2010 
($ million) Audited Audited Reviewed

Assets   
Current assets 250.1  178.1  163.3 
Non-current assets 1,050.0  579.4  443.8 

Total assets 1,300.1  757.5  607.1 

Liabilities   
Current liabilities 239.6  196.0  144.4 
Non-current liabilities 319.0  297.1  292.5 

Total liabilities 558.6  493.1  436.9 

Net assets 741.5  264.5  170.3 

Net debt1 166.8 202.2 213.2
Ordinary shares outstanding  1,013.8 1,038.0 1,070.6
Net tangible assets ($/share) (0.27) (0.26) (0.23)

1  Net debt is defined as bank debt (net of unamortised loan set up fees), the principal amount of the Convertible Notes, finance leases and contract financing 
less cash and cash equivalents.

10.5 iSOFT debt facilities 
In September 2010, the iSOFT Group agreed revised senior debt facilities with its banking syndicate, including the extension 
of a new £40m4 revolving bridge facility.

Bank facilities 
(£ millions) As at 31 December 2010 

Facility Facility limit Drawn  Undrawn Maturity

Term loan A – Tranche A 45.6 45.6 0.0 15-Mar-12
Term loan A – Tranche B 7.5 7.5 0.0 15-Mar-12
Term loan B 30.3 30.3 0.0 15-Mar-12
Senior RCF (revolver) 30.2 30.1 0.1 15-Mar-12
Bridge facility (revolver) 24.6 13.9 10.7 31-Dec-11

Total 138.2 127.4 10.8 
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5  As noted in the Independent Expert’s Report, iSOFT issued 319,799 iSOFT Shares on 31 May 2011 as a result of the exercise of 319,799 Warrants. Therefore, 
the issued capital in iSOFT is higher than the number of iSOFT Shares used in the Independent Expert’s Report (which reported iSOFT’s share capital as at 
30 May 2011). 

6  The Scheme Consideration payable for the unpaid ordinary shares on issue on the Share Scheme Record Date is $0.17 less all amounts which remain unpaid 
in respect of each unpaid ordinary share.

If the Share Scheme becomes Effective, CSC Australia has 
indicated that it intends to repay the entire drawn amount 
under these senior debt facilities. For more information 
on CSC Australia’s intentions regarding repayment of iSOFT’s 
senior debt facilities, see Section 11.2(c). 

If the Share Scheme does not become Effective, the senior 
debt facilities will mature in December 2011 and March 
2012. In the absence of access to a substantial new source 
of funding (with a capital raising of the order of the 
magnitude required to repay the senior debt facilities being 
considered by the Company as a very challenging alternative), 
the Company will find it difficult to meet these obligations 
when they become due (which would have a materially 
negative impact on the prospects for iSOFT Securityholders 
to recover value from their iSOFT Shares and/or iSOFT 
Options, as relevant). 

10.6  Material changes to the 
financial position of iSOFT 
since 31 December 2010

Within the knowledge of the iSOFT Directors and other 
than as disclosed in this Scheme Booklet or announced to 
the ASX, the financial position of iSOFT has not materially 
changed since 31 December 2010, being the date of the 
balance sheet included in the 2011 iSOFT Half Year Report. 

10.7 iSOFT capital structure 
(a) iSOFT Shares
As at the date of this Scheme Booklet, there are 
1,070,915,673 iSOFT Shares on issue that are quoted on the 
ASX.5 This is comprised of 1,064,915,673 fully paid ordinary 
shares and 5,969,003 unpaid ordinary shares.6 

iSOFT does not anticipate that it will be required to issue 
further iSOFT Shares before the Implementation Date, other 
than on any exercise of the Performance Rights, iSOFT 
Options, Convertible Notes and/or Warrants in accordance 
with their respective terms.

(b) iSOFT Employee Incentive Plan Performance Rights
As at the date of this Scheme Booklet, there are 5,750,000 
Performance Rights on issue. The Performance Rights will 
vest in accordance with the iSOFT Employee Incentive Plan 
Rules after the Effective Date but before the Share Scheme 
Record Date. Upon vesting, holders of the Performance 
Rights will either become holders of iSOFT Shares on the 
Share Scheme Record Date and be entitled to receive the 
Share Scheme Consideration of $0.17 per iSOFT Share on the 
Implementation Date, or receive a cash payment of $0.17 per 
Performance Right held on the Share Scheme Record Date 
on the Implementation Date.

(c) iSOFT CDIs
As at the date of this Scheme Booklet, some of the iSOFT 
Shares are held as CDIs. Under the CREST International 
Settlement Links Service, CREST Depository Limited, 
a subsidiary of Euroclear UK & Ireland Limited, issues 
dematerialised depository interests representing entitlements 
to non-UK securities such as iSOFT Shares, known as CREST 
Depository Interests or CDIs. 

The registered holder of the underlying iSOFT Shares is 
J.P. Morgan Nominees Australia Limited (who holds them 
on trust, for the relevant CDI holders, for the purposes 
of the CREST International Settlement Links Service). 
Ownership of CDIs represents each CDI holder’s entitlement 
to the beneficial ownership of the underlying iSOFT Shares.

CDI holders can vote at Share Scheme Meeting 1 by 
instructing the registered holder of their iSOFT Shares, 
J.P. Morgan Nominees Australia Limited, how to vote using 
the Form of Instruction enclosed with this Scheme Booklet 
and returning the completed Form of Instruction to Equiniti 
as soon as possible and in any event so that it is received 
by Equiniti no later than 10.00 am on Tuesday, 5 July 2011 
(Sydney time). CDI holders are strongly encouraged to vote 
by completing the Form of Instruction enclosed with this 
Scheme Booklet.

For the purpose of this Scheme Booklet, any reference 
to “vote” or “voting” is to iSOFT Shareholders voting 
iSOFT Shares or a CDI holder giving their instructions to 
J.P. Morgan Nominees Australia Limited (the registered 
holder of their iSOFT Shares) to vote their iSOFT Shares 
(as the context requires).

(d) iSOFT Options 
As at the date of this Scheme Booklet, there are 16,650,000 
iSOFT Options on issue. The iSOFT Options have exercise 
prices ranging between $0.578 and $1.000 per iSOFT Option. 

iSOFT Employee Incentive Plan Options

11,050,000 iSOFT Options have been issued in separate 
tranches to employees under the iSOFT Employee Incentive 
Plan (EIP Options). The table below summarises the key terms 
of the EIP Options which are subject to the Option Scheme.
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EIP Options Number on issue Date of expiry Exercise Price

ISFAW tranche 8,200,000 4 Sep 2013 $0.6911
ISFAK tranche 2,000,000 18 Nov 2014 $0.7874
ISFAH tranche 850,000 6 Apr 2015 $0.5780

ISFAM Options 

5,000,000 iSOFT Options were issued to the following parties pursuant to the Monet Technologies Asset Sale Agreement 
dated 26 July 2006:

(a) MG Consulting Inc – 1,220,000 iSOFT Options;

(b) Alt Technologies Pty Ltd – 1,220,000 iSOFT Options;

(c) Edessa Companies Pty Ltd – 1,220,000 iSOFT Options;

(d) Dr Farhad Abar – 1,220,000 iSOFT Options; and

(e) Andrew Plater – 120,000 iSOFT Options.

The ISFAM Options will expire on 31 July 2011 and have an exercise price of $0.85.

ISFAO Options

Anthony Liu currently holds 600,000 iSOFT Options which were issued pursuant to the Shanghai People’s Health Information 
Technology Co., Ltd Shareholders’ Agreement dated 9 February 2007.

The ISFAO Options will expire on 9 November 2011 and have an exercise price of $1.00.

(e) Warrants
As at the date of this Scheme Booklet, there are 3,244,350 Warrants on issue in iSOFT, all of which are held by OHTI, 
a Subsidiary of OCP. 

The Warrants were issued in different tranches to OHTI under the Warrant Deed Poll. Each Warrant gives the holder a right 
to convert the Warrant into a Share at any time prior to the maturity date of the Warrant by paying the exercise price of the 
Warrant. The exercise price of each Warrant is $0.1614 and each Warrant expires three calendar years from the date of issue. 

The terms of the Warrants have been amended to provide for the extinguishment of the Warrants on the Second Court Date 
if the Share Scheme is approved. In consideration for the extinguishment of the Warrants, OHTI, as holder of the Warrants, 
will receive $0.0086 per Warrant (being the Share Scheme Consideration less the exercise price of each Warrant), which 
equates to $27,901 in aggregate for all Warrants on issue as at the date of this Scheme Booklet. The aggregate consideration 
payable to OHTI for the Warrants will be reduced to the extent any Warrants are exercised or expire prior to the Second 
Court Date. The consideration for the extinguishment of the Warrants will be paid to OHTI by iSOFT with funds provided 
by CSC Australia on the Implementation Date of the Share Scheme.

If the Share Scheme is not approved by iSOFT Shareholders, the Warrants will not be extinguished and will remain in place 
in accordance with the terms of the Warrant Deed Poll. 

(f) iSOFT Convertible Notes 
As at the date of this Scheme Booklet, there are 45,969,469 Convertible Notes on issue in iSOFT, all of which are held by 
OHTI, a Subsidiary of OCP. OHTI is the largest shareholder of iSOFT, holding approximately 24.57% of the iSOFT Shares 
on issue. The Convertible Notes were issued in 2007 under the Convertible Note Deed Poll. Each Convertible Note provides 
the holder with the right to convert the Convertible Note into an iSOFT Share at any time up to the maturity date or, 
if not converted, to be paid the face value of the Convertible Note on the maturity date. Each Convertible Note has a face 
value of $0.864 and a maturity date of either 31 October 2012 or 19 November 2012 (depending on the issue date of the 
Convertible Note). The terms of the Convertible Notes include conversion rights and rights to participate in any dividends 
declared by iSOFT. The Convertible Notes are unsecured and do not otherwise create any interest in any asset of iSOFT 
in favour of OHTI.

The terms of the Convertible Notes have been amended to provide for the repayment in full and redemption of the Convertible 
Notes on the Implementation Date of the Share Scheme with funds provided by CSC Australia. The amount payable to OHTI 
on the repayment of the Convertible Notes is $39,717,621 (being the aggregate face value of the Convertible Notes).

If the Share Scheme is not approved by iSOFT Shareholders, the Convertible Notes will not be redeemed and will remain 
in place in accordance with the terms governing the Convertible Notes.
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10.8  Arrangements in relation to the 
Convertible Notes 

(a)  Background to the arrangements in relation 
to the Convertible Notes

CSC Australia made it a condition of its offer for iSOFT that 
the terms of the Convertible Notes are amended to enable 
them to be repaid by iSOFT on the implementation of the 
Share Scheme with funds provided by CSC. iSOFT assumes 
that CSC made this a requirement in order to:

•	 eliminate the potential future dilution of iSOFT’s 
ordinary share capital that could result from OHTI 
continuing to hold the Convertible Notes; 

•	 eliminate the requirement to pay dividends to OHTI 
as holder of the Convertible Notes; and

•	 provide CSC Australia with greater flexibility to 
re-organise the corporate, funding and tax structure 
of the iSOFT Group following the acquisition of iSOFT.

CSC proposed to iSOFT that the value for the repayment 
of the Convertible Notes would be the redemption value. 

iSOFT formed a committee of the iSOFT Board comprising 
certain iSOFT Directors (not including OCP nominees) for 
the purposes of conducting the strategic review, as well 
as evaluating and negotiating proposals received by iSOFT 
(including the proposal from CSC). After considering each 
of the proposals received by iSOFT, taking into account the 
value to iSOFT Securityholders, the ability to repay iSOFT’s 
senior debt facilities and transaction certainty (from a funding, 
execution and timing perspective), the committee determined 
that the Share Scheme Consideration offered by CSC Australia 
for the iSOFT Shares was acceptable and recommended to the 
iSOFT Board the proposal received from CSC on the basis that 
it offered the best outcome for iSOFT Securityholders. 

In order to give effect to CSC’s condition as set out above, 
iSOFT approached OCP to request that OCP agree to the 
repayment of the Convertible Notes if the Share Scheme 
was implemented. OCP agreed to that request and to the 
amendment to the terms of the Convertible Notes to give 
effect to that agreement. 

The terms of the Convertible Notes were subsequently 
amended following execution of the Scheme Implementation 
Agreement to reflect the proposed arrangement to 
redeem the Convertible Notes. The repayment of the 
Convertible Notes to OHTI by iSOFT (with funds provided 
by CSC Australia) will be in full and final satisfaction 
of iSOFT’s liabilities in respect of the Convertible Notes, 
including the surrender by OHTI of all rights of the 
convertibility of the Convertible Notes into iSOFT Shares. 

(b) Valuation of the Convertible Notes
The Independent Directors obtained a valuation of the 
Convertible Notes to assist iSOFT Securityholders in assessing 
the arrangements in relation to the Convertible Notes, as set 
out in the Supplementary Expert’s Report in Annexure H. 
The Independent Expert has valued the Convertible Notes 
and has concluded that their market value is in the range 
of $18.3 million to $26.7 million (with the market value of the 
Convertible Notes being determined as if offered for sale in 
the absence of the Schemes or a similar proposal). On this 
basis, OHTI will receive a benefit in the range of $13 million 
to $21.4 million, which benefit will only be available to 
OHTI, as the sole holder of the Convertible Notes, if the 
Share Scheme is implemented. In the absence of the Share 
Scheme or a similar proposal, it is doubtful that iSOFT would 
be able to repay and/or refinance its senior debt facilities 
(which mature on or before 31 March 2012) and to repay 
the Convertible Notes. 

The Supplementary Expert’s Report is an important 
document and all iSOFT Securityholders are encouraged 
to read the Supplementary Expert’s Report in its entirety.

(c) iSOFT payments to OHTI
If the Share Scheme is implemented, OHTI will receive the 
following amounts in respect of its interests in iSOFT:

•	 $39,717,621 in aggregate for the repayment and 
redemption of the Convertible Notes; 

•	 $27,901 in aggregate for the extinguishment of all 
Warrants on issue as at the date of this Scheme 
Booklet;7 and

•	 $44,734,298 as the aggregate Share Scheme 
Consideration for all of the iSOFT Shares held by OHTI 
as at the date of the Scheme Booklet (being the same 
consideration per iSOFT Share as will be received by all 
other iSOFT Shareholders).

The total consideration payable by CSC Australia for the 
acquisition of iSOFT, including in respect of the Share Scheme 
Consideration, Option Scheme Consideration, Convertible 
Notes, Warrants, the outstanding senior debt of iSOFT and 
associated early repayment and other fees is approximately 
$460 million. The total amount payable to OHTI as set 
out above represents approximately 18% ($82.8 million) 
of the total consideration payable by CSC Australia in 
the transaction.

The total consideration payable by CSC Australia for the 
acquisition of all of the iSOFT Shares, iSOFT Options and 
Warrants is approximately $183.2 million. The total amount 
payable to OHTI as set out above represents approximately 
24% ($44.8 million) of the total amount payable by CSC 
Australia to iSOFT Securityholders in respect of iSOFT Shares, 
iSOFT Options and the Warrants.
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7  The aggregate consideration payable to OHTI for the Warrants will be reduced to the extent any Warrants are exercised or expire prior to the Second Court Date.

(d) Other considerations 
In the event that the Share Scheme does not proceed and 
no Superior Proposal is received by iSOFT: 

•	 OHTI will not be entitled to the repayment of the 
Convertible Notes prior to their maturity in October 
and November 2012; 

•	 it is unlikely that any interest would be paid on the 
Convertible Notes to OHTI prior to the repayment 
of the Convertible Notes on maturity; and 

•	 there is a risk that the Convertible Notes may not be 
repaid in full on their maturity given that the senior 
debt facilities will mature (and thus be repayable) prior 
to the maturity of the Convertible Notes. 

Having regard to the Share Scheme Consideration (which 
values each iSOFT Share at $0.17) and the uncertainty of 
a dividend being paid by iSOFT under the ownership of 
CSC Australia, it is unclear whether OHTI would convert 
the Convertible Notes at the applicable conversion price of 
$0.86 per iSOFT Share in the event the Convertible Notes 
were not redeemed and repaid as currently anticipated under 
the Scheme Implementation Agreement. The Independent 
Directors believe that iSOFT Securityholders should also 
consider the following factors when assessing the benefit 
to OHTI from the early repayment of the Convertible Notes 
in full:

•	 In the absence of the Schemes or a similar proposal, 
it is doubtful that iSOFT would be able to repay and/
or refinance its senior debt facilities (which mature 
on or before 31 March 2012) and to repay the 
Convertible Notes. In the event that iSOFT was unable 
to repay and/or refinance its senior debt facilities, the 
value of your iSOFT Shares and iSOFT Options would 
likely be materially lower than what you will receive 
under the Schemes.

•	 As part of its proposal to acquire full control of iSOFT, 
CSC Australia required that the Convertible Notes 
and all of iSOFT’s senior debt funding be repaid, and 
offered to enable that to occur. It is common practice 
for acquirers in a change of control transaction to 
either acquire, or require the target to repay or redeem, 
all debt and other obligations convertible into equity 
to ensure that the acquirer can enjoy the benefits of 
100% ownership of the equity. 

•	 The Independent Directors consider it likely (based 
on the proposals contained in other first round bids 
received during the strategic review process) that most 
other parties wishing to acquire full control of iSOFT 
would seek to acquire or repay the Convertible 
Notes on substantially the same terms as proposed 
by CSC Australia.

The Convertible Notes were valued by the Independent 
Expert in the absence of the Schemes or similar proposal 
and as stated in paragraph 30 of the Supplementary 
Expert’s Report: 

“It should be noted that, in the absence of a change 
of control transaction, the market price of iSOFT shares would 
trade significantly below our assessed range and the Share 
Scheme Consideration due to the uncertainty associated with 
iSOFT’s ability to repay or refinance its debts.” 

However, iSOFT Securityholders may disagree and consider 
the provision of a benefit to OHTI as a consequence of the 
repayment of the Convertible Notes as a reason to vote 
against the Schemes. 

(e) Summary
In summary, CSC made repayment of the Convertible 
Notes a requirement to their offer proceeding. This must 
be considered in the broader context of the proposal from 
CSC Australia. 

Having taken into account all of the relevant considerations 
(including those set out above and in Section 8.2), the 
Independent Directors have concluded that the Schemes 
are in the best interests of iSOFT Securityholders.

However, iSOFT Securityholders may disagree and consider 
the provision of a benefit to OHTI as a consequence of the 
early repayment of the Convertible Notes in full as a reason 
to vote against the Schemes.

10.9  Recent iSOFT Share price performance 
The last trading price of iSOFT Shares on the ASX on 
Friday, 10 June 2011, being the date of this booklet, 
was $0.155.

The last trading price of iSOFT Shares on the ASX on 
24 March 2011 was $0.052, being the last date iSOFT 
Shares traded before the Schemes were announced by 
iSOFT to the ASX.

The VWAP of iSOFT Shares on the ASX for the one and 
three month periods to 24 March 2011 were $0.046 and 
$0.055 respectively.

The current price of iSOFT Shares on the ASX can 
be obtained from the ASX website (www .asx.com.au) 
or iSOFT’s website (www .isofthealth.com). F
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11Section 11

This Section has been prepared by CSC and CSC Australia, 
and CSC and CSC Australia are solely responsible for 
its accuracy.

11.1 Overview of CSC Australia and CSC
(a) CSC’s overview and history
CSC is listed on the New York Stock Exchange (NYSE) 
(NYSE: CSC) and is a global provider of technology enabled 
business solutions and services. CSC is incorporated in 
Nevada, United States and headquartered at 3170 Fairview 
Park Drive, Falls Church, VA 22042 USA.

CSC has been listed on the NYSE since 1968. As at Tuesday, 
7 June 2011, CSC’s market capitalisation was approximately 
$5.5 billion.

CSC’s business involves a broad array of information 
technology (IT) services which are provided internationally 
to clients in both commercial and government markets. CSC 
service offerings include IT and business process outsourcing 
(such as operating a customer’s IT infrastructure or managing 
key functions for customers) and IT and professional services 
(such as designing and developing IT systems for customers).

(b) CSC Australia’s overview and history
CSC’s business in Australia was established in 1970. It has 
offices in every mainland capital city in Australia, aside 
from Darwin, employs approximately 3,000 people, and 
for the financial year ending 31 March 2010, had revenues 
of $1.032 billion. The operations of CSC in Australia have 
particular depth of experience in financial services, defence, 
public sector, health, energy, mining, technology and 
consumer industries.

(c) CSC Australia’s current business
CSC Australia offers a broad range of services:

•	 Outsourcing: managing and maintaining IT 
infrastructures, applications, business processes 
and systems;

•	 Systems development and integration: design, 
build and integrate applications and systems, and 
professional IT staffing solutions; and

•	 Consulting: strategy and business process design, 
performance and service level management, customer 
management, supply chain, enterprise solutions, 
knowledge management, governance structuring, 
IT architecture, information security, business change 
and business continuity.

CSC Australia services a range of large enterprise and blue 
chip clients in financial services, defence, public sector, 
health, energy, mining, technology and consumer industries.

11.2 Post-acquisition intentions of 
CSC Australia

This Section 11.2 sets out CSC Australia’s current intentions 
in relation to:

•	 the continuation of the business of iSOFT;

•	 any major changes to the business of iSOFT, including 
any redeployment of the fixed assets of iSOFT; and

•	 the future employment of the present employees 
of iSOFT,

in circumstances where the Share Scheme is implemented.

These intentions are based on the information concerning 
iSOFT, its business and the general business environment 
which is known to CSC Australia at the time of the preparation 
of this Scheme Booklet, which is limited to publicly available 
information and a due diligence review of certain non-public 
information provided by iSOFT. Final decisions in relation to 
the ongoing prospects for iSOFT will only be reached after 
CSC Australia has had an opportunity to undertake a detailed 
review of iSOFT’s business and operations. Accordingly, the 
statements set out in this Section 11.2 are statements of current 
intention only which may change as new information becomes 
available or circumstances change.

(a) Delisting
CSC Australia will seek to have iSOFT removed from the 
official list of the ASX immediately following Implementation 
of the Scheme.

(b) Board Composition
All of the iSOFT Directors will be replaced with nominees of 
CSC Australia and consequential changes will also be made 
to the boards of iSOFT’s Subsidiaries. CSC Australia has not 
yet identified these nominees and their identity will depend 
on the circumstances at the relevant time.

(c) Business Continuity and Major Changes
As noted above, as at the date of the Scheme Booklet, 
CSC Australia’s knowledge of iSOFT and its business is limited 
to publicly available information and a due diligence review of 
certain non-public information provided by iSOFT. Following 
implementation of the Share Scheme, CSC Australia intends 
to undertake a detailed review of iSOFT’s business and 
operations to identify opportunities to streamline operations 
and integrate functions and processes.

Depending on the extent of any opportunities identified, this 
may or may not lead to changes in the business of iSOFT. 
At a minimum, however, CSC Australia intends to:

•	 repay all of iSOFT’s outstanding debt under the iSOFT 
senior debt facilities described in Section 10.5 and 
fund iSOFT’s redemption of the Convertible Notes 
immediately following Implementation; and

•	 expand iSOFT’s business by offering certain services 
currently provided by iSOFT to existing CSC customers, 
and also expects to be able to offer services currently 
provided by CSC to existing iSOFT customers.

CSC Australia has no current intention to redeploy iSOFT’s 
fixed assets outside of the CSC Group.
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(d) Employees
CSC Australia’s present intention is to retain iSOFT’s existing 
employees where possible and, overall, CSC Australia expects 
the implementation of the Schemes will provide employees 
of both CSC and iSOFT with enhanced career opportunities. 
However, to the extent there are duplications with CSC’s 
operations (for example, head office), there may be a limited 
number of redundancies. CSC Australia is not in a position to 
determine exactly how many employees may be affected in 
this way, nor the timing of any such redundancies, until it has 
completed its detailed review of iSOFT’s operations.

CSC Australia intends that the remuneration arrangements 
for employees of iSOFT will be similar to their current 
arrangements except that any employee arrangements 
which involve the issue of iSOFT Shares, iSOFT Options or 
performance rights will cease to apply but will be replaced 
by appropriate incentive and employee retention structures 
following the implementation of the Share Scheme.

(e) iSOFT Options
If the Share Scheme becomes Effective but the Option 
Scheme does not, CSC Australia intends to undertake 
a compulsory acquisition procedure in respect of the iSOFT 
Options that remain outstanding following implementation 
of the Share Scheme pursuant to Division 1 of Part 6A.2 
of the Corporations Act. The consideration offered under 
that procedure will be determined having regard to the 
requirements of Part 6A.4 of the Corporations Act, and 
accordingly that consideration may be more than or less 
than the Option Scheme Consideration.

11.3 CSC Australia’s funding arrangements
This Section 11.3 outlines how CSC and CSC Australia 
intend to finance the payment of the aggregate Share 
Scheme Consideration and Option Scheme Consideration.

CSC Australia has executed the Share Scheme Deed Poll 
in favour of each Scheme Shareholder pursuant to which 
it undertakes (subject to the Share Scheme becoming 
Effective) to pay, or procure the payment of, the Share 
Scheme Consideration to each iSOFT Shareholder on the 
Implementation Date by paying the aggregate Share Scheme 
Consideration to iSOFT to hold on trust for each iSOFT 
Shareholder. Similarly, CSC Australia has executed the Option 
Scheme Deed Poll in favour of each Optionholder pursuant 
to which it undertakes (subject to the Option Scheme 
becoming Effective) to pay, or procure the payment of, the 
Option Scheme Consideration to each iSOFT Optionholder 
on the Implementation Date by paying the aggregate 
Option Scheme Consideration to iSOFT to hold on trust 
for each iSOFT Optionholder. A copy of the Share Scheme 
Deed Poll and Option Scheme Deed Poll are contained in 
Annexure F and Annexure G respectively. Pursuant to the 
Scheme Implementation Agreement, CSC has guaranteed 
CSC Australia’s obligations to pay such amounts.

Based on CSC’s unaudited consolidated balance sheet as 
at 31 December 2010, CSC held cash and cash equivalents 
of US$1,629,000,000 and net assets of US$7,222,000,000. 
As at the date of this Scheme Booklet, CSC Australia has 
cash and cash equivalents of approximately US$150,000,000. 
CSC Australia intends to fund the aggregate Share 
Scheme Consideration and Option Scheme Consideration 
from its own cash resources and the group financial 
resources without recourse to any funds from an external 
third party. Certain companies within the CSC Group 
have agreed to provide loans or capital contributions to 
CSC Australia to fund the payment of the aggregate Share 
Scheme Consideration and the aggregate Option Scheme 
Consideration in full. The only condition precedent to 
drawdown by CSC Australia under those loans is that the 
Scheme(s) becomes Effective.

Accordingly, if the Share Scheme and the Option Scheme are 
implemented, CSC Australia will have, on the Implementation 
Date, sufficient cash funds to pay the aggregate Share 
Scheme Consideration to all iSOFT Shareholders in full, and 
the aggregate Option Scheme Consideration to all iSOFT 
Optionholders in full.

11.4 Information on iSOFT Shares
(a) CSC Australia’s interest in iSOFT Shares
As at the date of this Scheme Booklet, CSC Australia and its 
Associates do not have a relevant interest in any iSOFT Shares 
and, accordingly, have no voting power in iSOFT.

(b)  Acquisitions of iSOFT Securities by CSC Australia 
or its Associates

In the four months prior to the date of this Scheme Booklet, 
neither CSC Australia nor any of its Associates has provided, 
or agreed to provide, consideration for iSOFT securities under 
a purchase agreement or other agreement, other than the 
agreement under the Deed Polls to pay the Share Scheme 
Consideration and Option Scheme Consideration.

(c) Pre-Scheme Benefits
In the four months prior to the date of this Scheme Booklet, 
neither CSC Australia nor any of its Associates have provided 
any benefit, or agreed to provide any benefit, to a person 
to induce them to vote in favour of the Scheme(s) or to 
dispose of their iSOFT Shares or iSOFT Options, other than 
the agreement under the Deed Polls to pay the Share Scheme 
Consideration and Option Scheme Consideration.F
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12Section 12

12.1  What if the Share Scheme is not 
implemented?

If the Share Scheme is not implemented, iSOFT will remain 
listed on the ASX in its current form. iSOFT Shareholders 
will retain their iSOFT Shares as they will not be acquired by 
CSC Australia for the Share Scheme Consideration.

In this case, the Option Scheme Meeting will not be held and 
the Option Scheme will not be implemented as the Option 
Scheme is conditional on the Share Scheme being approved 
by the iSOFT Shareholders and the Court. Furthermore, 
the Convertible Notes will not be repaid and will remain 
outstanding as a debt liability of iSOFT in accordance with 
their terms.

In this circumstance:

•	 iSOFT Shareholders will continue to own the 
businesses.

•	 iSOFT will continue to be listed on the ASX.

•	 iSOFT Shareholders will not receive the Share Scheme 
Consideration.

•	 iSOFT Optionholders will not receive the Option 
Scheme Consideration.

•	 iSOFT will need to raise sufficient capital to repay the 
senior debt facilities which mature in December 2011 
and March 2012 as the Company’s existing banking 
syndicate has made it clear that they will be seeking 
a full repayment of the senior debt facilities. This is 
likely to be very challenging for the Company.

•	 The iSOFT Board and senior management of iSOFT will 
comprise the persons listed in Section 10.2.

•	 Decisions in relation to the future of iSOFT will continue 
to be taken by the iSOFT Board. iSOFT anticipates that 
it will continue to operate iSOFT in its current form.

•	 The Convertible Notes will not be repaid and will 
become payable only on their maturity date, unless 
earlier converted into iSOFT Shares.

•	 The advantages of the Schemes as outlined in 
Section 8.2 will not be realised and the disadvantages 
of the Schemes described in Section 8.3 need not 
be considered.

•	 iSOFT will continue to explore options to maximise 
shareholder value and reduce group indebtedness as 
described in the strategic review process announced 
to the ASX on 31 August 2010 in the Appendix 4E 
(iSOFT Preliminary Final Report for FY10).

Although it is not possible to predict the future iSOFT 
Share price, in the absence of the Schemes, or speculation 
regarding an alternative proposal, iSOFT Shareholders should 
bear in mind that:

•	 the Share Scheme Consideration being offered under 
the Share Scheme alone represents both a 227% 
premium to the last trading price of iSOFT Shares 
on 24 March 2011 and a 270% premium to the one 
month VWAP prior to 24 March 2011 (the last trading 
date for iSOFT Shares prior to the announcement of the 
Schemes); and

•	 as at the date of this Scheme Booklet, no Superior 
Proposal has been received by iSOFT.

Given the above, the trading price of iSOFT Shares on the 
ASX is likely to fall from current levels in the absence of 
a Superior Proposal.

Transaction costs of approximately $1.82 million (Break Fee) 
(which equates to 1% of the implied equity value of 
iSOFT based on the CSC offer of $0.17 per iSOFT Share 
on issue as at the date of this Scheme Booklet) may be 
payable by iSOFT to CSC Australia if the Share Scheme 
is not implemented, depending on the reason for the Share 
Scheme not proceeding.

12.2  What if the Option Scheme is not 
implemented but the Share Scheme 
is implemented?

If the Option Scheme is not implemented but the Share 
Scheme is implemented, iSOFT Shares will be transferred 
to CSC Australia for the Share Scheme Consideration but 
th iSOFT Options will not be cancelled for the Option 
Scheme  .

In this circumstance, CSC Australia will own more than 
90% of the issued capital in iSOFT and so may (but is not 
required to) seek to compulsorily acquire the iSOFT Options 
under Part 6A.2 of the Corporations Act. The consideration 
offered for the iSOFT Options under that procedure will be 
determined in accordance with Part 6A.4 of the Corporations 
Act which, amongst other things, requires an independent 
expert to opine on whether the consideration offered gives 
a fair value (as determined in accordance with specific criteria 
set out in section 667C of the Corporations Act) for the 
iSOFT Options. Accordingly, the consideration payable for 
iSOFT Options as part of any compulsory acquisition process 
may be different to the Option Scheme Consideration.

In circumstances where the Share Scheme is implemented 
but the Option Scheme is not implemented, no Break Fee will 
be payable by iSOFT to CSC Australia.

The Company’s senior debt will be repaid and the Convertible 
Notes will also be repaid and redeemed if the Share Scheme 
is implemented, irrespective of whether the Option Scheme 
is implemented.
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13.1 Introduction 
If the Schemes do not proceed, iSOFT will continue to 
be subject to a number of risks and uncertainties, which 
are both specific to iSOFT and of a more general nature, 
and which may affect the future operating and financial 
performance of iSOFT and the value of iSOFT Shares.

The outline of the risks in this Section 13 is a summary only 
and should not be considered exhaustive. Additional risks 
and uncertainties that iSOFT is unaware of, or that it currently 
considers to be immaterial, may also become important 
factors that adversely affect iSOFT’s operating and financial 
performance. You should carefully consider the following 
risk factors as well as the other information contained in this 
Scheme Booklet before voting on the Scheme(s) relevant 
to you. This Section 13 does not take into account the 
investment objectives, financial situation, taxation position 
or particular needs of iSOFT Securityholders. 

13.2 Financing risk
iSOFT is currently operating with limited scope for additional 
funding under its financing arrangements and, as detailed in 
Section 10.5 of this Scheme Booklet, the Company’s senior 
debt facilities mature in December 2011 and March 2012 and 
the Convertible Notes mature in October 2012 and November 
2012. Furthermore, the senior debt facilities currently have 
high and increasing rates of interest. iSOFT’s existing banking 
syndicate has made it clear that they will be seeking full 
repayment of the Company’s senior debt facilities when they 
mature. Given iSOFT’s current operating performance, the 
iSOFT Directors believe it will be extremely difficult for iSOFT 
to access new sources of funding in a quantum sufficient to 
repay that indebtedness. If that is the case, iSOFT Directors 
believe that senior debt providers will have significant 
influence over the future operational and strategic direction 
of iSOFT and they are likely to do so in a manner to maximise 
repayment of their facilities.

Credit market conditions and the operational performance 
of iSOFT will affect borrowing costs as well as iSOFT’s 
capacity to repay, refinance or increase its debt. If iSOFT 
is unable to obtain additional or replacement funding 
on favourable terms in the future, iSOFT’s ability to fund 
working capital and respond to competitive pressures may 
be adversely affected or iSOFT may be required to limit or 
reduce the scope of its operations. 

13.3 Currency risk 
For the six-month period ended 31 December 2010, iSOFT 
derived approximately 47% of its revenues in Pounds Sterling 
(GBP), approximately 35% in Euros (EUR) and approximately 
16% in AUD (and the balance in other currencies). In the 
same period approximately 35% of iSOFT’s costs were 
incurred in GBP, approximately 30% in EUR, approximately 
20% in AUD and approximately 9% in Indian Rupees (INR) 
(and the balance in other currencies).

iSOFT previously entered into forward contracts to hedge 
against movements in INR cash flows by locking in the INR/
GBP rate. This practice ceased in June 2010. 

Fluctuations in exchange rates may have a material adverse 
impact on iSOFT’s operating and financial performance and 
position, particularly to the extent that those risks cannot 
effectively be hedged. 

13.4  Development and implementation 
of LORENZO

LORENZO is iSOFT’s future flagship product and is being 
deployed and developed as a part of iSOFT’s future growth 
strategy as separate products in (i) the UK for the NHS and (ii) 
other jurisdictions. Delays in the deployment or development, 
or difficulties with the implementation or adoption, of 
LORENZO or if the UK government cancels its contract with 
CSC for the deployment of LORENZO, could have a material 
adverse impact on the operating and financial performance 
(as well as the reputation) of iSOFT.

13.5  Reduction of government spending 
in health IT

A substantial proportion of iSOFT’s revenue is derived from 
government clients, a number of which have committed to 
or are expected to commit to national roll outs of healthcare 
information technology systems and programs. If these 
programs are diminished or cancelled (e.g. as a result of a 
deterioration of economic conditions), or if there are any 
other changes that materially impact market growth, this 
may have an adverse impact on the operating and financial 
performance of iSOFT.

13.6 Capital requirements
Software development is a capital intensive activity given 
that it involves commitment of significant human resources. 
By its nature, software development requires significant 
expenditure well ahead of the time at which revenue arises 
from those activities. iSOFT is currently spending a significant 
amount on software development in its LORENZO program, 
in updating its other software and in preparing for next 
generation developments. If revenue streams related to the 
software development activities fall behind iSOFT’s forecasts 
or if they are substantially delayed, this may adversely impact 
the operating and financial performance of iSOFT.

13.7 Revenue contribution and mix
iSOFT is in a phase of its business development in which a 
significant proportion of its revenue is project-based. While 
recurring income generally follows from completion of 
development and installation of systems, it is generally at a 
lower level than the installation revenue. Therefore, if iSOFT 
does not replace the project-based revenue with new project 
revenue, then its overall revenue base may be reduced 
over time. There are offsetting factors associated with this, 
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particularly as operating expenses would also reduce in 
those circumstances. However, such reduction of operating 
expenditure may be delayed or may lead to some associated 
additional costs. If iSOFT is unable to replace project-based 
revenue with new project revenue or if there are delays in 
receiving this new revenue or if iSOFT is unable to reduce 
project expenditure, this could adversely affect the financial 
performance of iSOFT. Furthermore, a significant proportion 
of iSOFT’s revenues are accounted for on a percentage of 
completion basis. As a consequence, operational issues and 
problems, as well as errors in estimations of time and effort 
needed to complete projects, can result in revenue which 
has previously been booked being reversed and a resulting 
adverse effect on iSOFT’s earnings.

13.8  Changes to government policy, 
taxation laws and regulatory 
conditions

Governmental action, including delay, inaction, policy change 
or the introduction of new, or amendment of or changes 
in interpretation of existing legislation or regulations may 
have an adverse effect on iSOFT’s financial performance. 
The nature and impact of future changes such as regulations 
and policies are not predictable and will be beyond iSOFT’s 
control. Also, any significant changes in tax law could 
have an adverse effect on iSOFT’s financial condition 
and performance.

13.9 Litigation risk
Exposure to litigation brought by third parties such as 
customers, regulators, employees or business associates 
could negatively impact on iSOFT’s financial performance 
through increased costs, payments for damages and 
reputational damage. The material disputes to which iSOFT 
is currently a party are set out in Section 16. 

13.10 Key personnel
The operating and financial performance of iSOFT is 
dependent on its ability to retain key personnel (including 
senior management and key product development 
personnel). There can be no assurance that there will not 
be a detrimental impact on operations and performance 
if a number of these key personnel were to cease their 
employment.

13.11 Reliance on key customers
iSOFT relies on various key customer relationships in 
certain areas of its businesses. The loss or impairment of 
these customer relationships could have a material adverse 
effect on iSOFT’s results of operations, financial condition 
and prospects. 

In particular, iSOFT’s largest customer contract is with CSC 
in relation to the deployment of the NPfIT in the UK. This 
contract contributed approximately $72.5 million (16.8%) 
to iSOFT’s total revenue in the financial year ended 30 June 
2010 (and $126.7 million (23.5%) for the financial year 
ended 30 June 2009). This contract reflects a complex set of 
arrangements regarding the timing and delivery of LORENZO 
as well as payment obligations to iSOFT. If CSC were to 
terminate the contract for failure of iSOFT to meet material 
obligations under the contract or if there were material 
disputes regarding obligations, including scope of delivery 
or payments under the contract or if CSC’s contract with the 
UK government was cancelled, this could have an adverse 
effect on iSOFT’s operating and financial performance.

13.12 Competition 
iSOFT operates in a competitive environment, with a number 
of industry players competing for market share through 
similar products and services. As a result, iSOFT may not 
be able to win future contracts from new customers and 
its current success rate of contract renewals from existing 
customers may be lower in the future. In particular, any 
delays in the implementation of LORENZO may result in iSOFT 
losing a number of key contracts which have been won on 
the promise of the future delivery of LORENZO. The actions 
of an existing competitor or the entry of new competitors in 
the markets and geographies in which iSOFT operates may 
have an adverse effect on iSOFT. 

13.13 Intellectual property
iSOFT’s business depends, in part, on its ability to develop 
products and control the commercial exploitation of its 
software products. There can be no guarantee that iSOFT 
will be as successful in these areas in the future. In particular, 
iSOFT’s operating and financial performance may be 
adversely affected if third parties are able to commercially 
exploit the software without payment of a commercial return 
to iSOFT or are able to independently develop and deploy 
similar technology more quickly.

13.14 UK pension arrangements 
iSOFT has a number of defined benefit pension plans which 
are in deficit. The size of the deficit depends on the relevant 
actuarial assumptions used in performing the applicable 
actuarial calculations. As at the date of the last actuarial 
assessment on 31 December 2010, the UK pension plans had 
an aggregate deficit of $12.9 million. Other defined benefit 
pension plans had an actuarial assessment at 30 June 2010, 
for which deficits amount to $4.1 million. An increase in the 
level of deficit could adversely impact iSOFT’s earnings and 
equity reserves (as under iSOFT’s accounting policies with 
respect to defined benefits plans, effects from changes in 
actuarial assumptions (i.e. actuarial gains and losses) are 
recorded in equity and certain changes relating to financing 
pension deficits are recorded in iSOFT’s profit and loss 
statement) and may result in an increase in contributions.
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13.15 Operational and clinical risks
iSOFT is exposed to IT operational risks, including risks 
arising from process error, system failure, errors or viruses in 
software, incorrect installation of its systems with customers, 
failure of security and physical protection systems, product 
development and maintenance. Operational risks have the 
potential to have an adverse effect on the operating and 
financial performance (as well as the reputation) of iSOFT.

Defects in software, including with respect to development, 
testing or deployment, could lead to clinical risks for patients 
as well as reputational risks for iSOFT.

13.16 Disruption to business operations 
iSOFT is exposed to a range of operational risks relating to 
both current and future operations. Such operational risks 
include equipment failure, accidents, information systems 
failure, external services failure, industrial action and natural 
disasters. While iSOFT endeavours to take appropriate action 
to mitigate these operational risks and, where practicable, to 
insure against these risks, iSOFT cannot completely remove 
all possible risks relating to its own business, nor control 
risks to which its customers are exposed. A disruption in the 
operations of iSOFT or its customers may have an adverse 
impact on the operating results and financial performance 
of iSOFT. 

Delays to the commencement of projects in which iSOFT 
provides its services may occur due to a range of reasons, 
including changes in scope of work, legal issues, delays in 
necessary approvals and regulatory intervention. To the 
extent that any of those events outside of the control of 
iSOFT occur, they may adversely affect iSOFT’s financial 
performance and its ability to operate. 

13.17 Future payment of dividends 
iSOFT’s future dividend levels will be determined by the 
iSOFT Board having regard to its operating results and 
financial position. There is no guarantee that any dividends 
will be paid by iSOFT or, if paid, that they will be paid at 
previous levels.

No dividends were paid for the financial year ended 30 June 
2010, or for the six months ended 31 December 2010.

13.18  Additional risks related to 
foreign investment

iSOFT’s operations include activities and investments in 
foreign countries. These investments are subject to the 
risks normally associated with conducting business in 
foreign countries. These risks include uncertain political and 
economic environments, risks of war and civil disturbances, 
other risks that may limit or disrupt activities, restrict the 

movement of funds or result in the deprivation of contractual 
rights, risk of adverse changes in laws or policies of particular 
countries, increases in foreign taxation, delays in obtaining 
or the inability to obtain necessary governmental permits, 
limitations on ownership and repatriation of earnings, 
foreign exchange controls and currency devaluations. In 
addition, iSOFT may face disadvantages of competing against 
companies from countries that are not subject to Australian 
laws, including the laws relating to foreign corrupt practices 
and restrictions on the ability to pay dividends offshore. 
Although iSOFT is not currently experiencing any significant 
or extraordinary problems in foreign countries arising from 
such risks, there can be no assurance that such problems will 
not arise in the future.

13.19 General investment in shares
Investors should be aware that there are risks associated 
with any investment in equity securities. Investors should 
recognise that the trading price of iSOFT Shares may fall as 
well as rise with movements in the equity capital markets in 
Australia and internationally. It should be noted that there 
is no guarantee that the iSOFT Shares will trade at or above 
current levels if the Share Scheme is not approved. It should 
also be noted that the historic share price performance of 
iSOFT Shares provides no guidance as to its future share 
price performance. The sale of a large parcel of iSOFT 
Shares (whether by OCP or another large iSOFT Shareholder) 
may cause fluctuations in the price at which iSOFT Shares 
trade on the ASX. 

13.20 General economic conditions
A number of factors outside the control of iSOFT may impact 
significantly on its operating and financial performance and 
the price of the iSOFT Shares, including: 

•	 economic conditions in Australia and internationally; 

•	 general movements in local and international 
stock markets; 

•	 investor sentiment; 

•	 changes in interest rates, exchange rates and the rate 
of inflation; 

•	 changes in fiscal, monetary and regulatory policies; and 

•	 international hostilities.

Prolonged or continued deterioration in general economic 
conditions, including a reduction in government spending 
or a decrease in consumer and business demand, could 
have an adverse impact on iSOFT’s operating and financial 
performance. This impact might not be immediate.
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14.1  Introduction
The following is an outline of the Australian tax 
consequences that will generally apply for iSOFT Shareholders 
who dispose of their iSOFT Shares under the Share Scheme. 
It does not take into account the specific circumstances of 
any particular iSOFT Shareholder. This outline reflects the 
Income Tax Assessment Act 1936 (Cth) and the Income Tax 
Assessment Act 1997 (Cth) (together, the Tax Law as at the 
date of this Scheme Booklet). This outline does not take into 
account or anticipate changes in the law after the date of 
this Scheme Booklet, whether by way of judicial decision or 
legislative action, nor does it take into account tax legislation 
of countries apart from Australia.

The information contained in this outline is of a general 
nature only. It does not constitute tax advice and should 
not be relied upon as such. This outline does not apply 
to all iSOFT Shareholders. For example, it does not apply 
to iSOFT Shareholders that hold their iSOFT Shares at or 
through a permanent establishment outside their country 
of tax residence. It also does not apply to an iSOFT 
Shareholder who acquired their iSOFT Shares upon vesting 
of Performance Rights as their tax treatment may be 
different. Such iSOFT Shareholders should consult their own 
independent tax adviser regarding the tax consequences of 
acquiring, holding or disposing of iSOFT Shares to take into 
account their particular circumstances.

The tax implications for an iSOFT Shareholder from the 
disposal of their iSOFT Shares will depend, in part, upon 
whether they are an individual or an entity (e.g. a company, 
the trustee of a trust or a complying superannuation fund). 
Unless otherwise indicated, this outline applies to iSOFT 
Shareholders who are individuals.

iSOFT Shareholders who are not residents of Australia for the 
purposes of the Tax Law should seek their own independent 
professional advice regarding the tax implications under the 
laws of their country of residence, as well as under Australian 
law, in relation to the Schemes.

14.2 Capital gains tax implications
(a) General
The following discussion applies to an iSOFT Shareholder 
who is a resident of Australia for the purposes of the Tax 
Law and holds their iSOFT Shares on capital account for 
investment purposes.

(b) Calculation of a capital gain or loss
If the Share Scheme is approved, an iSOFT Shareholder will 
dispose of their iSOFT Shares for tax purposes as a result 
of the implementation of the Share Scheme. The disposal 
will be a CGT event. The CGT event will happen on the 
Implementation Date.

An iSOFT Shareholder may make a capital gain on the 
disposal of their iSOFT Shares if the capital proceeds they 
receive exceed the cost base of their iSOFT Shares. They may 
make a capital loss on the disposal of their iSOFT Shares if 
the capital proceeds they receive are less than the reduced 
cost base of their iSOFT Shares.

As discussed below, an iSOFT Shareholder may disregard the 
capital gain or capital loss they make on the disposal of their 
iSOFT Shares if, broadly speaking, they are not a resident of 
Australia for Tax Law purposes at the time of the disposal and 
if they (together with their Associates) hold less than a 10% 
interest in iSOFT.

Capital gains and capital losses of a taxpayer in a year of 
income from all sources are aggregated, together with any 
unapplied net capital loss from prior years, to determine if 
the taxpayer made a net capital gain.

The CGT discount may apply to an iSOFT Shareholder’s net 
capital gain. An iSOFT Shareholder may be eligible to apply 
the CGT discount to their net capital gain if:

•	 the capital gain relates to iSOFT Shares they acquired 
(for the purposes of the Tax Law) at least 12 months 
prior to the disposal; and

•	 they are an individual, a trust, or a complying 
superannuation entity.

Broadly, individuals and trusts may be entitled to a CGT 
discount of 50% (i.e. only 50% of their net capital gain 
will be included in assessable income) while complying 
superannuation entities may be entitled to a CGT 
discount of 33%.

The CGT discount is not available to a company.

Any net capital gain for the income year is included 
in assessable income.

Net capital losses may not be deducted against other 
assessable income for income tax purposes, but may 
be carried forward to offset against capital gains derived 
in future income years. Specific loss rules apply to iSOFT 
Shareholders who are companies and trusts. These rules 
may, among other things, limit the ability to offset capital 
losses in a current or later income year. These loss rules are 
complex. Companies and trustees should seek their own 
independent professional advice as to how these rules apply 
to them and their beneficiaries, having regard to their own 
particular circumstances.
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Outlined below is a guide to calculating the capital gain or capital loss on the disposal of iSOFT Shares under the Share Scheme.

 GUIDE FOR CALCULATING THE CAPITAL GAIN OR LOSS ON THE DISPOSAL OF iSOFT SHARES

Capital proceeds For iSOFT Shares, the capital proceeds will be equal to the Share Scheme Consideration.

Cost base or 
reduced cost base

The cost base of an iSOFT Shareholder’s iSOFT Shares is generally equal to the cost of acquisition plus 
any incidental costs of acquisition and disposal (e.g. brokerage and stamp duty, and other costs such 
as professional advisers’ fees, to the extent not otherwise deductible).

Certain amounts are excluded from the “reduced cost base” for the purpose of calculating a capital loss.

Capital gain If the capital proceeds received by an iSOFT Shareholder from the disposal of their iSOFT Shares exceed 
the cost base, a capital gain may arise.

Capital loss If the capital proceeds received by an iSOFT Shareholder from the disposal of their iSOFT Shares are less 
than the reduced cost base, a capital loss may arise.

As outlined above, net capital losses cannot be used to reduce the other assessable income of an iSOFT 
Shareholder, but may be carried forward to offset future capital gains.

CGT discount An iSOFT Shareholder may be entitled to benefit from the CGT discount if:

•	 they acquired (for the purposes of the Tax Law) their iSOFT Shares at least 12 months before the 
Implementation Date; and

•	 they are an individual, the trustee of a trust, or a complying superannuation entity.

The CGT discount will not be available to a company.

The rules described above relating to discount capital gains 
and trusts are complex. Trustees should seek their own 
independent professional advice as to how the discount 
capital gains provisions apply to them and their beneficiaries, 
having regard to their own particular circumstances.

(c) Foreign iSOFT Shareholders
Foreign iSOFT Shareholders may disregard the whole of the 
capital gain or capital loss they make on the disposal of their 
iSOFT Shares if, broadly speaking:

•	 they are not a resident of Australia for the purposes 
of the Tax Law and have not used the iSOFT Shares in 
carrying on business through an Australian permanent 
establishment; and

•	 they (and their associates) do not hold 10% or more 
of iSOFT Shares on the Implementation Date and have 
not held 10% or more of iSOFT Shares throughout 
a 12 month period during the two years preceding the 
disposal of their iSOFT Shares.

Foreign iSOFT Shareholders that have held 10% or more of 
iSOFT Shares, either alone or together with their associates, 
should obtain specific advice on the application of the 
Australian CGT rules to any gain or loss realised on sale.

Foreign iSOFT Shareholders should also obtain specific advice 
on the application of the laws of their country of residence 
and any Double Tax Treaty between their country of 
residence and Australia in determining the tax consequences 
of the disposal of their iSOFT Shares.
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14.3 Income tax implications
(a) General
The following discussion applies to an iSOFT Shareholder 
who is a resident of Australia for Tax Law purposes and holds 
their iSOFT Shares on revenue account for tax purposes.

iSOFT Shareholders who are not residents of Australia for 
the purposes of the Tax Law and hold their iSOFT Shares 
on revenue account for tax purposes, should seek their 
own independent professional advice regarding the tax 
implications under the laws of their country of residence, 
as well as under Australian law, in relation to the Schemes.

(b) Calculation of the revenue gain or loss
If an iSOFT Shareholder holds their iSOFT Shares as trading 
stock, or otherwise in certain circumstances for the 
purpose of sale at a profit, or in the course of carrying on 
a business, the profit that they realise on the disposal of their 
iSOFT Shares will be included in their assessable income. 
Alternatively, if they realise a loss on sale, the loss may 
be an allowable deduction to them.

The profit or loss included in an iSOFT Shareholder’s 
assessable income is calculated without reference to 
discounts on disposal, unlike the case with certain capital 
gains made by certain iSOFT Shareholders.

Even if an iSOFT Shareholder holds their iSOFT Shares on 
revenue account, the disposal of their iSOFT Shares may also 
trigger a CGT event. There are anti-overlap provisions which 
may, among other things, reduce any relevant capital gain by 
the amount already assessed. iSOFT Shareholders that hold 
their iSOFT Shares on revenue account should seek their own 
independent professional tax advice.

14.4 Stamp duty
No stamp duty will be payable by any iSOFT Shareholder 
on the disposal of the iSOFT Shares to CSC Australia. 
CSC Australia, as the transferee/acquirer of those iSOFT 
Shares will be the party who will be liable for any stamp 
duty that is payable in respect of the Share Scheme.

14.5 Goods and services tax (GST)
An iSOFT Shareholder will not be liable to pay GST on the 
Share Scheme Consideration received in respect of a disposal 
of their iSOFT Shares.
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15.1 Introduction
The following is an outline of the Australian tax 
consequences that will generally apply for iSOFT 
Optionholders who have their iSOFT Options cancelled under 
the Option Scheme in return for the receipt of the Applicable 
Option Scheme Consideration. It does not take into 
account the specific circumstances of any particular iSOFT 
Optionholder. This outline reflects the Tax Law as at the 
date of this Scheme Booklet. This outline does not take into 
account or anticipate changes in the law after the date of 
this Scheme Booklet, whether by way of judicial decision or 
legislative action, nor does it take into account tax legislation 
of countries apart from Australia.

The information contained in this outline is of a general 
nature only. It does not constitute tax advice and should 
not be relied upon as such. This outline may not apply 
to all iSOFT Optionholders. iSOFT Optionholders should 
consult their own independent tax adviser regarding the 
consequences of acquiring, holding or disposing of iSOFT 
Options to take into account their particular circumstances.

15.2 EIP Options 
The summary in this Section 15.2 only deals with 
the consequences under the Tax Law for an iSOFT 
Optionholder who: 

•	 holds Options that are EIP Options;

•	 is an individual who is, and has at all relevant times 
been, a resident of Australia for Australian tax purposes;

•	 is not a “temporary resident” for Australian tax purposes; 

•	 acquired their EIP Options on or after 1 July 2009;

•	 acquired EIP Options that are ESS interests (as defined 
in Division 83A of the Tax Law) and that qualify for 
automatic tax deferral;

•	 acquired their EIP Options wholly in respect of their 
employment with iSOFT and who have been wholly 
engaged in employment by iSOFT in Australia;

•	 holds EIP Options that have not vested, but will vest 
just before they are cancelled under the Option 
Scheme; and

•	 holds their EIP Options on capital account for Australian 
tax purposes.

The tax consequences for other iSOFT Optionholders may be 
different from that described in this outline and they should 
seek their own independent taxation advice. For example, 
for an iSOFT EIP Optionholder who has been a non-resident 
of Australia for Tax Law purposes at all times, and has not 
been engaged in employment in Australia at any time, 
the information in this Section 15.2 should not be relevant. 
However, such an iSOFT Optionholder should consider 
Section 15.4 below.

iSOFT Optionholders who hold iSOFT Options that are 
not EIP Options should refer to the general information 
in Section 15.3 below as this Section 15.2 does not apply 
to the cancellation of those iSOFT Options.

(a) Employee share scheme rules
The Tax Law contains specific rules in Division 83A, governing 
the taxation of shares and rights (called “ESS interests”) 
acquired by employees at a discount under employee share 
schemes. Division 83A applies to ESS interests acquired under 
an employee share scheme on or after 1 July 2009 and, 
under transitional measures, to certain ESS interests acquired 
before this date. As all of the outstanding EIP Options were 
acquired after 1 July 2009, the transitional rules are not 
discussed in this Section 15.2.

In broad terms, Division 83A operates to treat any discount 
on ESS interests as assessable income of an employee 
(whether the options are held by the employee or an 
associate of the employee). 

An assessable ESS discount is taxed as income at the 
employee’s marginal rate of tax (plus Medicare levy) in the 
year of acquisition unless certain conditions are satisfied, 
in which case taxation of the ESS discount is automatically 
deferred until the “ESS deferred taxing point”. Generally, 
if taxation is deferred until the ESS deferred taxing point, 
the amount of the assessable ESS discount is the market 
value of the ESS interest at the ESS deferred taxing point, 
less the cost base of the ESS interest at that time.

The ESS deferred taxing point in respect of an EIP Option may 
be the earlier of when the iSOFT Optionholder ceases their 
relevant employment (in circumstances where the EIP Options 
do not lapse) and when the EIP Option vests. However, 
if the iSOFT EIP Options held by an iSOFT Optionholder are 
cancelled within 30 days after such a time, the ESS deferred 
taxing point is the time the EIP Options are cancelled (i.e. on 
the Implementation Date).

This means the tax treatment of iSOFT Optionholders 
may be different depending upon whether they have an 
ESS deferred taxing point more than 30 days before the 
Implementation Date. 

This will be the case for an iSOFT Optionholder who was 
a Good Leaver (as defined in the iSOFT Employee Incentive 
Plan Rules), who ceased employment more than 30 days 
prior to the Implementation Date and whose EIP Options 
did not lapse. For the purposes of this summary, such an 
Optionholder will be referred to below as a “Qualifying 
Good Leaver”. 
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(b) Taxation consequences of cancellation of EIP Options 
(i) iSOFT Optionholders (except a Qualifying Good Leaver)

For an iSOFT Optionholder who is not a Qualifying Good Leaver, the ESS provisions in Division 83A of the Tax Law should 
apply upon cancellation of their EIP Options and the CGT discount provisions will not apply. In this case, the cancellation of the 
EIP Options will give rise to an ESS deferred taxing point under Division 83A for the iSOFT Optionholder and the market value 
of their EIP Options at that time will be included in their assessable income under that Division for the income year in which 
the cancellation occurs. 

For this purpose, the market value of the EIP Options will be determined in accordance with general principles, ignoring 
anything that would prevent the conversion of the EIP Options to money. That market value should be equal to the Applicable 
Option Scheme Consideration paid in return for the cancellation of the EIP Options under the Option Scheme.

If the iSOFT Optionholder has not quoted their tax file number (“TFN”) to iSOFT or their employer for the income year in 
which the Implementation Date occurs, they may also be liable to iSOFT or their employer for any TFN withholding tax iSOFT 
or their employer is required to pay in respect of the EIP Options.

(ii) iSOFT Optionholder who was a Qualifying Good Leaver 

An iSOFT Optionholder who was a Qualifying Good Leaver:

•	 should have been assessable under Division 83A on the market value of their EIP Options at the time of cessation 
of employment; and

•	 should only be subject to the CGT provisions on the cancellation of their EIP Options under the Option Scheme 
(on the basis set out below).

 DESCRIPTION

CGT event CGT event C2 will occur for the iSOFT Optionholder upon cancellation of their EIP Options under the 
Option Scheme.

Capital proceeds The “capital proceeds” from the CGT event C2 should be equal to the Applicable Option Scheme 
Consideration the iSOFT Optionholder receives in return for the cancellation of each relevant EIP 
Option under the Option Scheme.

Cost base or 
reduced cost base

The first element of the cost base and the reduced cost base of the EIP Options should be calculated by 
reference to the market value of the EIP Options under the relevant ESS provisions at the time when their 
employment ceased. Certain amounts are excluded from the “reduced cost base” for the purpose of 
calculating a capital loss.

Capital gain A capital gain may arise for the iSOFT Optionholder if their “capital proceeds” from the CGT event 
exceed the cost base of their EIP Options.

Capital loss A capital loss may arise if the “capital proceeds” are less than the “reduced cost base” of their EIP 
Options. Any such capital loss can be offset against capital gains derived by the iSOFT Optionholder 
in the same income year or carried forward to offset against capital gains in future income years.

CGT discount The EIP Options are deemed to have been acquired by the iSOFT Optionholder for the purpose of the 
Tax Law (other than the ESS provisions) immediately after the ESS deferred taxing point (i.e. immediately 
after the cessation of employment). Accordingly, the CGT discount provisions will not apply to reduce 
any assessable net capital gain arising for the iSOFT Optionholder upon cancellation of their iSOFT 
Options unless the cessation of employment occurred at least 12 months before the cancellation of the 
iSOFT Options.
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15.3 iSOFT Options that are not EIP Options
The summary in this Section 15.3 only deals with the consequences under the Tax Law for an iSOFT Optionholder who: 

•	 holds Options that are not EIP Options;

•	 is resident of Australia for Australian tax purposes;

•	 is not a “temporary resident” for Australian tax purposes; 

•	 did not acquire their iSOFT Options in respect of their employment with, or services provided to, iSOFT; and

•	 holds their iSOFT Options on capital account for Australian tax purposes.

The tax consequences for other iSOFT Optionholders may be different from that described in this outline and they should seek 
their own independent taxation advice. An iSOFT Optionholder who has been a non-resident of Australia at all times should 
consider Section 15.4 below.

  GUIDE FOR CALCULATING THE CAPITAL GAIN OR LOSS ON THE CANCELLATION 
OF THE iSOFT OPTIONS

CGT event CGT event C2 will occur for the iSOFT Optionholder upon cancellation of their iSOFT Options under the 
Option Scheme.

Capital proceeds The “capital proceeds” from the CGT event C2 should be equal to the Applicable Option Scheme 
Consideration the iSOFT Optionholder receives in return for the cancellation of their iSOFT Options 
under the Option Scheme.

Cost base or 
reduced cost base

Each Optionholder should determine their own cost base or reduced cost base having regard to the 
circumstances in which they acquired their iSOFT Options. It is possible that their cost base may need 
to be determined by reference to any money paid for the iSOFT Options or the market value of any 
property each iSOFT Optionholder gave to acquire the iSOFT Options. Certain amounts are excluded 
from the “reduced cost base” for the purpose of calculating a capital loss.

Capital gain A capital gain may arise for the iSOFT Optionholder if their “capital proceeds” from the CGT event 
exceed the cost base of their iSOFT Options.

Capital loss A capital loss may arise if the “capital proceeds” are less than the “reduced cost base” of their iSOFT 
Options. Any such capital loss can be offset against capital gains derived by the iSOFT Optionholder 
in the same income year or carried forward to offset against capital gains in future income years.

CGT discount An iSOFT Optionholder may be entitled to benefit from the CGT discount if:

•	 they acquired (for the purposes of the Tax Law) their iSOFT Options at least 12 months before the 
Implementation Date; and

•	 they are an individual, the trustee of a trust, or a complying superannuation entity.

The CGT discount will not be available to a company.F
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15.4 Foreign iSOFT Optionholders
The following discussion applies to an iSOFT Optionholder 
who is not, and has not been, a resident of Australia for the 
purposes of the Tax Law (Foreign iSOFT Optionholder) 
and holds their iSOFT Options on capital account for 
investment purposes.

It may be possible for a Foreign iSOFT Optionholder to 
disregard the whole of the capital gain or capital loss they 
make on the cancellation of their iSOFT Options if, among 
other things:

•	 they are not a resident of Australia for the purposes 
of the Tax Law and have not used the iSOFT Options in 
carrying on business through an Australian permanent 
establishment; and

•	 they (and their associates) do not hold, or have 
options over, 10% or more of iSOFT Shares on the 
Implementation Date and have not held, or have 
options over, 10% or more of iSOFT Shares throughout 
a 12 month period during the two years preceding the 
cancellation of their iSOFT Options.

Foreign iSOFT Optionholders should obtain their own 
independent tax advice on the application of the Australian 
Tax Law to any gain or loss realised on cancellation of their 
iSOFT Options.

A Foreign iSOFT Optionholder who holds EIP Options and 
who has been engaged in employment in Australia at any 
time should consider whether any other Australian income 
tax issues arise in respect of the cancellation of their EIP 
Options and should seek their own independent tax advice. 

A Foreign iSOFT Optionholder should also obtain specific 
advice on the application of the laws of their country 
of residence and any Double Tax Treaty between their 
country of residence and Australia in determining the tax 
consequences of the cancellation of their iSOFT Options.

15.5 Stamp duty
No Australian stamp duty will be payable by iSOFT 
Optionholders on the cancellation of their iSOFT Options 
in return for the Option Scheme Consideration.

15.6 GST
The cancellation of iSOFT Options under the Option Scheme 
should not give rise to any GST liability for any iSOFT 
Optionholder. However, there may be consequences in 
relation to any input tax credits that may be claimed by an 
iSOFT Optionholder for any GST included in any costs they 
incur in respect of any legal or other advice sought in respect 
of the Option Scheme.
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This Section 16 sets out additional information required 
pursuant to the Corporations Act and the Corporations 
Regulations in respect of the Schemes, as well as some other 
relevant information. 

16.1  Summary of Scheme 
Implementation Agreement 

This Section summarises the Scheme Implementation 
Agreement between iSOFT, CSC Australia and CSC dated 
1 April 2011, which sets out the rights and obligations of the 
parties in connection with the Schemes. A complete copy 
of the Scheme Implementation Agreement is contained in 
Annexure A.

The key matters provided for in the Scheme Implementation 
Agreement are as follows:

(a) Conditions Precedent
The Share Scheme is subject to a number of Conditions 
Precedent, including:

•	 regulatory consents being obtained for the purposes 
of implementing the Share Scheme (including 
CSC Australia obtaining Foreign Investment Review 
Board approval and EU merger clearance);

•	 no “iSOFT Prescribed Event” or “iSOFT Material 
Adverse Change” (as defined in the Scheme 
Implementation Agreement) occurring prior to the 
Second Court Date;

•	 no change in recommendation by a majority of the 
iSOFT Board (excluding Robert Moran and Ian Tsicalas 
who do not make a recommendation) that iSOFT 
Securityholders should vote in favour of the Schemes 
relevant to them; 

•	 iSOFT executing amendment deeds in relation to the 
Convertible Notes and Warrants and the iSOFT Board 
passing all necessary resolutions to vest the relevant 
Performance Rights and issue iSOFT Shares to the 
relevant holders of the Performance Rights; and

•	 no breach by iSOFT of its covenants in relation to 
material business restrictions.

The Condition Precedent to the Share Scheme regarding the 
recommendation of the iSOFT Board (set out in clause 3.1(k) 
of the Scheme Implementation Agreement) has been waived 
by CSC and CSC Australia in respect of Robert Moran and 
Ian Tsicalas refraining from making a recommendation on 
the Share Scheme on the condition that each Independent 
Director continues to recommend that the iSOFT 
Securityholders vote in favour of the Schemes in the absence 
of a Superior Proposal.

The Option Scheme is also subject to a number of 
Conditions Precedent, including that the Share Scheme 
has become Effective. 

(b) Exclusivity Provisions
iSOFT has agreed to exclusivity provisions including:

•	 “no shop” restrictions, which prohibit iSOFT from 
soliciting, inviting or encouraging any Competing 
Proposal or initiating discussions with any third party 
with a view to obtaining a Competing Proposal;

•	 “no talk and no due diligence” restrictions, which 
prohibit iSOFT from participating in any negotiations 
which may lead to a Competing Proposal, entering 
into any agreement in connection with a Competing 
Proposal, or providing any information to a third 
party to enable them to make a Competing Proposal 
(however, these restrictions are subject to fiduciary and 
statutory duty carve-outs for the iSOFT Board); and

•	 matching right, which requires iSOFT to notify 
CSC Australia of any Competing Proposal, with 
CSC Australia then having 3 Business Days to offer 
to amend the terms of the Schemes or to propose 
any other transaction (however, this matching right 
is subject to fiduciary and statutory duty carve-outs 
for the iSOFT Board).

(c) iSOFT Break Fee
iSOFT has agreed to pay CSC Australia a Break Fee of 
$1,820,012 (which equates to 1% of equity value) if: 

•	 CSC Australia terminates the Scheme Implementation 
Agreement for a material breach by iSOFT; 

•	 iSOFT publicly announces that a Competing Proposal 
is a Superior Proposal and either party terminates the 
Scheme Implementation Agreement; or 

•	 an Independent Director fails to recommend the 
Share Scheme and Option Scheme or a majority 
of the iSOFT Board (excluding Robert Moran and 
Ian Tsicalas who do not make a recommendation) 
changes its recommendation of the Share Scheme 
and Option Scheme. 

The Break Fee is not payable where the Share Scheme 
becomes Effective or iSOFT validly terminates the Scheme 
Implementation Agreement for a material breach by 
CSC Australia or non-fulfilment of a Condition Precedent 
to the Share Scheme.F
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(d) Termination
Each of iSOFT and CSC Australia has termination rights under the Scheme Implementation Agreement in certain 
circumstances, including:

•	 termination for material breach of a term or warranty by the other party and the breach is not remedied;

•	 automatic termination if iSOFT Shareholder approval is not obtained at the Share Scheme Meetings or the Share Scheme 
does not become Effective by 5.00 pm London time on Thursday, 15 September 2011;

•	 termination if a Condition Precedent to the Share Scheme is not satisfied and is not waived by the party with the benefit 
of that Condition Precedent; and

•	 termination due to a Superior Proposal being publicly announced by the iSOFT Board.

If a termination right is exercised, the Schemes will not proceed.

16.2  iSOFT Shares and iSOFT Options held by iSOFT Directors 
The iSOFT Directors and the number of iSOFT Shares, iSOFT Options and Performance Rights in which they have a Relevant 
Interest as at the date of this Scheme Booklet are set out in the table below:
  Number of Number of Number of 
Director iSOFT Shares iSOFT Options Performance Rights

Mr Robert Ellis Nil Nil Nil

Mr Andrea Fiumicelli 62,780 3,000,000 1,000,000

Mr Ronald Series 400,000 Nil Nil

Mr Peter Housden 125,000 Nil Nil

Mr Robert Moran 580,937 Nil Nil

Mr Ian Tsicalas Nil Nil Nil

Each iSOFT Director will receive the Share Scheme Consideration of $0.17 and/or Applicable Option Scheme Consideration 
in respect of each iSOFT Share and/or iSOFT Option that they hold on the Share Scheme Record Date and Option Scheme 
Record Date respectively.

16.3 Interests in CSC Australia and CSC held by iSOFT Directors 
As at the date of this Scheme Booklet, there are no marketable securities of CSC Australia held by or for any iSOFT Director, 
nor does any iSOFT Director have a Relevant Interest in the securities of CSC Australia or CSC.

16.4 Interests held by iSOFT Directors in contracts of CSC Australia
Except as set out in Section 16.8, no iSOFT Director has an interest in any contract entered into by CSC Australia or CSC.

16.5 Other interests of iSOFT Directors 
Except as set out in Section 16.8, no iSOFT Director has any other interest, whether as a director, member or creditor of iSOFT 
or otherwise, material to the Schemes.

16.6 Agreements or arrangements with iSOFT Directors 
Except as set out in Section 16.8, there is no agreement or arrangement made between any iSOFT Director and any other 
person, including CSC Australia and CSC, in connection with or conditional upon the outcome of the Schemes.

16.7 Payments and other benefits to directors, secretaries or executive officers of iSOFT 
Except as set out in Section 16.8, no payment or other benefit is proposed to be made or given to a director, secretary or 
executive officer of iSOFT (or any member of the iSOFT Group) as compensation for loss of, or as consideration for or in 
connection with their retirement from, office in iSOFT or in any member of the iSOFT Group as a result of the Schemes.
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16.8 Director and executive remuneration 
Under clause 7.5 of the Scheme Implementation Agreement, CSC Australia has indemnified each iSOFT Director from any claim, 
demand, action, proceedings, loss or liability which an iSOFT Director may suffer, incur or be liable for arising out of any breach 
of any of the representations and warranties given by CSC Australia in clause 7.4 of the Scheme Implementation Agreement. 

Certain senior executives and iSOFT Directors are eligible for payments under the Senior Executive Retention Plan 2011 which 
was implemented to incentivise those individuals to remain with the Company for a minimum of six months following a 
change in control of the Company. The amounts payable to eligible senior executives and iSOFT Directors under the Senior 
Executive Retention Plan 2011 are as follows. 
Director/Senior Executive   Amount payable

Andrea Fiumicelli   $210,000

Adrian Stevens   $115,000

Guillermo Ramas   $115,000

James Rice   $115,000

Michael Dahlweid   $115,000

Mike Jackman   $115,000

Peter Hermann   $115,000

David Morgan   $50,000

Howard Edelman   $50,000

Total   $1,000,000

These payments are conditional on the Share Scheme becoming Effective, and are only payable provided the relevant 
individual has not resigned, given notice of his resignation or his employment has not been terminated for poor performance 
or misconduct for a period of six months following the Effective Date of the Share Scheme. 

There is also a transaction success fee of $266,000 payable to Ronald Series upon the Share Scheme becoming Effective.

In addition, Viki Bhatia, the interim CFO of iSOFT, will receive a payment of 25% of the total fees (at a daily rate of £1800.00 
per working day) paid to him between 21 February 2011 and the earlier of termination of his consultancy resulting from a sale 
of iSOFT, or 31 December 2011. 

16.9 Top 20 iSOFT Shareholders
As at 31 December 2010, the top 20 iSOFT Shareholders in the iSOFT Share Register held approximately 65.02% of all issued 
iSOFT Shares.

16.10 iSOFT’s substantial holders
The substantial holders of iSOFT Shares as at the date of this Scheme Booklet are as follows: 
    Percentage of 
Name  Number of iSOFT Shares issued iSOFT Shares

OHTI  263,142,929 24.57%

RJL Investments Pty Ltd   213,048,578 19.90%1

Orbis Investment Management  74,672,299 6.97%

BlackRock Investment Management Group  65,164,129 6.08%

Centaurus Capital Limited  54,907,234 5.13%

1  RJL Investments Pty Ltd has a relevant interest in iSOFT Shares arising under the Pre-emption Deed with OHTI which grants RJL Investments Pty Ltd a pre-emptive 
right over up to 19.90% of iSOFT Shares to take its maximum voting power in iSOFT to 19.90%. As at the date of this Scheme Booklet, RJL Investments Pty Ltd 
owns approximately 3.3% of the issued iSOFT Shares. Details of the Pre-emption Deed are discussed in Section 16.22(c) of this Scheme Booklet.
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iSOFT has relied on substantial holder notices provided to it 
up to the date of this Scheme Booklet, which are available 
on the ASX website, to compile the above table. Information 
in regard to substantial holdings arising, changing or 
increasing after this time or in respect of which the relevant 
announcement is not available on the ASX website is not 
included above.

16.11  Suspension of trading of iSOFT Shares
If the Court approves the Share Scheme, iSOFT will 
immediately notify the ASX. It is expected that suspension of 
trading on the ASX in iSOFT Shares will occur at the close of 
trading on the Effective Date. 

16.12  Warranty by iSOFT Shareholders 
about their iSOFT Shares

The effect of clause 7.4(a) of the Share Scheme is that all 
Scheme Shareholders, including those who vote against the 
Share Scheme and those who do not vote, will be deemed 
to have warranted to CSC Australia that their iSOFT Shares 
are not subject to any of the encumbrances specified in 
that clause. Clause 7.4(a) of the Share Scheme is set out 
in Annexure D of this Scheme Booklet.

16.13  Warranty by iSOFT Optionholders 
about their iSOFT Options

The effect of clause 6.4(a) of the Option Scheme is that all 
Scheme Optionholders, including those who vote against the 
Option Scheme and those who do not vote, will be deemed 
to have warranted to CSC Australia that their iSOFT Options 
are not subject to any of the encumbrances specified in 
that clause. Clause 6.4(a) of the Option Scheme is set out in 
Annexure E of this Scheme Booklet.

16.14 Regulatory Relief 
(a) ASIC Modifications 
Paragraphs 8201(a), (b), (c), (d) and (e) and 8203(a) and (b) 
of Part 2 of Schedule 8 of the Corporations Regulations set 
out various disclosure requirements in connection with the 
Option Scheme. ASIC has waived these requirements.

Paragraph 8302(h) of Part 3 of Schedule 8 of the 
Corporations Regulations requires the Scheme Booklet to set 
out whether, within the knowledge of the iSOFT Directors, 
iSOFT’s financial position has materially changed since the 
date of the last balance sheet laid before iSOFT in general 
meeting or sent to iSOFT Shareholders in accordance with 
section 314 or 317 of the Corporations Act, being 30 June 
2010. ASIC has amended this disclosure requirement to 
allow iSOFT to set out in the Scheme Booklet whether, 
within the knowledge of the iSOFT Directors, there have 
been any material changes to iSOFT’s financial position since 
31 December 2010 (being the date of the balance sheet 
included in the 2011 iSOFT Half Year Report). 

(b) ASX Waivers 
ASX Listing Rule 6.23.2 requires that a change which has 
the effect of cancelling an option (or similar instrument) for 
consideration can only be made if shareholders approve 
the change. 

ASX has granted iSOFT a waiver from ASX Listing Rule 6.23.2 
to allow the cancellation of the iSOFT Options under 
the Option Scheme without the need to obtain specific 
shareholder approval. The waiver is conditional on the Share 
Scheme being approved by iSOFT Shareholders and by 
the Court. 

ASX has granted iSOFT a waiver from ASX Listing 
Rule 6.23.2 to allow the extinguishment of the Warrants for 
consideration if the Share Scheme is approved without the 
need to obtain specific shareholder approval. The waiver is 
conditional on the Share Scheme being approved by iSOFT 
Shareholders and the Court. 

16.15 Consents
(a)  The following parties have given, and have not 

withdrawn before the date of this Scheme Booklet, 
their consent to be named in this Scheme Booklet in 
the form and context in which they are named:

(i)  UBS AG, Australia Branch and Gleacher 
Shacklock LLP as financial advisers to iSOFT;

(ii)  Computershare as the manager of the 
iSOFT Registry;

(iii)  Baker & Mackenzie as legal adviser to iSOFT 
in relation to the Schemes; 

(iv)  Oceania Capital Partners Limited, as the major 
shareholder, and the indirect holder of iSOFT 
Shares, Convertible Notes and Warrants; and

(v)  Oceania Healthcare Technology Investments 
Pty Ltd, a Subsidiary of OCP, and the registered 
holder of iSOFT Shares, Convertible Notes 
and Warrants.

(b)  The Independent Expert has consented to the 
inclusion of the Independent Expert’s Report and the 
Supplementary Expert’s Report in Annexure H of this 
Scheme Booklet and to the inclusion of each statement 
it has made and references to the Independent Expert’s 
Report and the Supplementary Expert’s Report in this 
Scheme Booklet being made in the form and context in 
which each such statement and reference is included.

(c)  CSC Australia and CSC have given and have not 
withdrawn their consent in relation to the inclusion of 
the CSC Information in this Scheme Booklet in the form 
and context in which that information is included.
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(d)  Computershare has had no involvement in the 
preparation of any part of the Scheme Booklet 
other than being named as the Share Registrar to 
iSOFT. Computershare has not authorised or caused 
the issue of, and expressly disclaims and takes no 
responsibility for, any part of the Scheme Booklet.

(e) Each person named in this Section 16.15:

(i)  has not authorised or caused the issue of this 
Scheme Booklet;

(ii)  does not make, or purport to make, any 
statement in this Scheme Booklet or any 
statement on which a statement in this Scheme 
Booklet is based, other than as specified in this 
Section 16.15; and

(iii)  to the maximum extent permitted by law, 
expressly disclaims all liability in respect of, 
makes no representation regarding, and takes 
no responsibility for, any part of this Scheme 
Booklet, other than a reference to its name and 
the statement (if any) included in this Scheme 
Booklet with the consent of that party as 
specified in this Section 16.15.

16.16 Fees and interests of advisers 
Each person named in Section 16.15 (other than OCP, 
OHTI, CSC Australia and CSC) as performing a function in 
a professional, advisory or other capacity in connection with 
the preparation or distribution of this Scheme Booklet will be 
entitled to receive professional fees charged in accordance 
with their normal basis of charging. 

Further transaction costs of at least $2.5 million would 
also be incurred in relation to legal and other professional 
advisory services fees payable to those parties engaged by 
iSOFT to implement the Scheme Implementation Agreement, 
even if the Schemes do not proceed. 

16.17 Creditors of iSOFT 
The Schemes, if implemented, are not expected to materially 
prejudice iSOFT’s ability to pay its creditors as they involve 
the acquisition of iSOFT Shares and the cancellation of iSOFT 
Options for consideration provided by a third party, rather 
than the acquisition of iSOFT’s underlying assets. No material 
new liability (other than transaction costs) is expected to be 
incurred by iSOFT as a consequence of implementation of 
the Schemes. As at the date of this Scheme Booklet, iSOFT 
has paid and is paying all of its creditors within normal 
terms of trade and is solvent and trading in an ordinary 
commercial manner. 

16.18 No unacceptable circumstances
The iSOFT Directors believe that the Schemes do not involve 
any circumstances in relation to the affairs of any members 
of the iSOFT Group that could reasonably be characterised 
as constituting “unacceptable circumstances” for the 
purposes of section 657A of the Corporations Act. 

16.19 Documents available
An electronic version of this Scheme Booklet and 
the following documents are available for viewing 
and downloading online at iSOFT’s website at 
www .isofthealth.com.

16.20 Continuous disclosure
iSOFT is subject to regular reporting and disclosure 
obligations under the Corporations Act and ASX Listing 
Rules. iSOFT has an obligation (subject to limited exceptions) 
to notify ASX immediately upon becoming aware of any 
information which a reasonable person would expect to have 
a material effect on the price or value of iSOFT Shares. Copies 
of documents filed with ASX may be obtained from ASX’s 
website www .asx.com.au.

In addition, iSOFT is also required to lodge various 
documents with ASIC. Copies of documents lodged with 
ASIC in relation to iSOFT may be obtained from, or inspected 
at, an ASIC office.

The following documents are available on iSOFT’s website at 
www .isofthealth.com: 

•	 iSOFT’s financial report for the half year ended 
31 December 2010;

•	 the 2010 iSOFT Annual Report (being iSOFT’s 
annual financial report for the financial year ended 
30 June 2010); and

•	 any continuous disclosure notice lodged by iSOFT with 
ASX between lodgement of the 2010 iSOFT Annual 
Report with ASX on 1 November 2010 and the date of 
this Scheme Booklet. The following is a list of all such 
continuous disclosure notices lodged since 1 November 
2011 and up to the last trading date prior to the date of 
this Scheme Booklet.
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DATE ANNOUNCEMENT 

09/06/2011 Scheme of Arrangement Update

06/06/2011 Scheme of Arrangement Update

31/05/2011 Appendix 3B

27/05/2011 Scheme of Arrangement Update 

26/05/2011 Becoming a substantial holder 

26/05/2011 Scheme of Arrangement Update 

23/05/2011 OCP: Outcome of RJL Proceedings 

18/05/2011 Lapse of options in iSOFT Employee Incentive Plan 

5/05/2011 Expiry of Warrants

15/04/2011 OCP: iSOFT Group and RJL Investments Pre-emption Deed

4/04/2011 iSOFT recommends cash proposal from CSC

4/04/2011 Reinstatement to Official Quotation

4/04/2011 ISF: iSOFT recommends cash proposal from CSC

28/03/2011 Suspension from Official Quotation

24/03/2011 Trading Halt

18/03/2011 Lapse of unvested options

4/03/2011 Initial Director’s Interest Notice

4/03/2011 Final Director’s Interest Notice

25/02/2011 Half Yearly Report and Accounts

28/01/2011 Lapse of options under Employee Incentive Plan

5/01/2011 Final Director’s Interest Notice

5/01/2011 Final Director’s Interest Notice

5/01/2011 Change of Director’s Interest Notice

31/12/2010 Board Changes

23/12/2010 Share Trading Policy

14/12/2010 Amended Release – Sale of assets to enable debt reduction

14/12/2010 Sale of non-core assets to enable debt reduction

3/12/2010 Change of Director’s Interest Notice

3/12/2010 Initial Director’s Interest Notice

3/12/2010 Initial Director’s Interest Notice

30/11/2010 AGM 2010 Results

30/11/2010 2010 AGM Chairman and CEO Addresses

30/11/2010 Management and Board changes

17/11/2010 Market Update

12/11/2010 Final Director’s Interest Notice

08/11/2010 iSOFT Group Employee Incentive Plan

01/11/2010 Notice of Meeting

01/11/2010 2010 Annual Report

iSOFT will also make copies of these documents available, free of charge, to iSOFT Securityholders. Requests can be 
made by contacting the iSOFT Securityholder Information Line on 1800 427 320 (within Australia) or on +61 2 8280 7168 
(outside Australia), between 8.30 am and 5.30 pm (Sydney time), Monday to Friday, or visiting www .isofthealth.com.
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16.21 Supplementary information
If iSOFT becomes aware of any of the following between the 
date of this Scheme Booklet and the Court Approval Date:

•	 a material statement in this Scheme Booklet is false 
or misleading;

•	 a material omission from this Scheme Booklet;

•	 a significant change affecting a matter in this 
Scheme Booklet; or

•	 a significant new matter has arisen and it would have 
been required to be included in this Scheme Booklet,

iSOFT intends to publish any supplementary material by:

•	 placing an advertisement in a prominently placed 
newspaper which is circulated generally throughout 
Australia; or 

•	 posting the supplementary material on iSOFT’s website 
at www .isofthealth.com and lodging the material 
with ASX; and

•	 depending on the nature and the timing of the 
changes, the circumstances and the supplementary 
material, iSOFT may also post the supplementary 
material to all iSOFT Securityholders, subject to 
obtaining any necessary regulatory approvals.

16.22 Other
(a) Lodgement of Scheme Booklet with ASIC
This Scheme Booklet was lodged with ASIC on Thursday, 
9 June 2011 in accordance with section 411(2)(b) of the 
Corporations Act.

(b) Material claims currently raised against iSOFT
The proceedings under case number CIV-2006-404-004502 
filed in the High Court at Auckland, New Zealand, between 
I-Health Limited (as plaintiff) and iSOFT NZ Limited and 
iSOFT Australia Pty Limited (as first and second respondents 
respectively). The proceedings arose out of a business and 
asset sale agreement entered into by iSOFT NZ Limited (as 
purchaser), iSOFT Australia Pty Limited (as the purchaser’s 
guarantor) and I-Health Limited (as vendor), whereby iSOFT 
NZ Limited acquired the business and assets of I-Health 
Limited (including I-Health Limited’s software known as 
“healthviews”). Payment for the business included payments 
based on revenue earned by iSOFT NZ Limited from the 
healthviews software over a five-year period following 
settlement of the sale. I-Health Limited claims that iSOFT 
NZ Limited has breached its obligations under the business 
and asset sale agreement to, inter alia, promote and develop 
the healthviews software thus negatively impacting on the 
earn-out payments due to I-Health Limited. The maximum 
amount payable for breaching these obligations under the 
earn-out agreement is $5.0 million, although the issue of 
whether this amount includes interest is to be reviewed by 

an appeals court in New Zealand. In the view of the iSOFT 
Directors, the outcome is unknown and they cannot estimate 
the likelihood of an unfavourable decision. As a result, no 
provision has been made as at 31 December 2010.

(c) Other material contracts 
(i) Pre-emption Deed 

On 31 October 2007, OHTI (formerly, AEP Financial Services 
Holdings Pty Ltd) entered into a Pre-emption Deed with Gary 
Cohen, Brian Cohen and RJL Investments Pty Ltd (RJL) (OCP 
Pre-emption Deed). A full copy of the deed is attached to 
the announcement made by OCP on 15 April 2011, and can 
be viewed on the ASX website (www .asx.com.au). 

Under the Pre-Emption Deed, OHTI and RJL each agreed 
to grant the other a right of pre-emption over its respective 
holding of iSOFT Shares. In circumstances where OHTI 
proposes to “transfer” any of its iSOFT Shares, OHTI must 
first give a transfer notice to RJL stating that (amongst other 
things) such number of iSOFT Shares that RJL is permitted to 
acquire under Chapter 6 of the Corporations Act are offered 
for sale by OHTI to RJL. Relevantly, “transfer” is defined in 
the Deed to mean sell or otherwise transfer an iSOFT Share. 

On 15 April 2011, OCP announced that RJL had commenced 
legal proceedings against OCP claiming that, by virtue 
of OCP’s qualified statement of support for the approval 
of the Schemes in OCP’s announcement of 2 April 2011, 
OHTI is required to give to RJL a transfer notice in respect 
of approximately 15% of the approximately 24.57% 
shareholding of OCP (held by OHTI) in iSOFT.

The proceedings brought by RJL against OCP were heard in 
the Supreme Court of New South Wales on 20 May 2011. 
The Court found that the propositions of RJL in relation to 
the OCP Pre-emption Deed were without foundation and 
RJL’s proceedings were dismissed with costs.

OCP has announced on 23 May 2011 that its position in 
relation to the proposal by CSC to acquire iSOFT remains 
unchanged and that OCP’s present intention is to support the 
proposal subject to there being no other proposal which OCP 
considers to be superior for OCP and its shareholders. 

In the event that there is a change in the ownership of any 
iSOFT Shares currently held by OHTI and its Related Bodies 
Corporate, the person(s) who hold those iSOFT Shares as at 
10.30 am on Wednesday, 13 July 2011 will be entitled to vote 
on the Share Scheme Resolution. 

(d) Other material information
Otherwise than as contained or referred to in this Scheme 
Booklet, there is no other information that is material to the 
making of a decision by an iSOFT Securityholder in relation 
to the Scheme Resolutions, being information that is known 
to any iSOFT Director and which has not previously been 
disclosed to iSOFT Securityholders.
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In this Scheme Booklet unless the context otherwise requires:

$AUD and $A mean Australian dollars unless otherwise stated.

1936 Act means Income Tax Assessment Act 1936 (Cth).

1997 Act means Income Tax Assessment Act 1997 (Cth).

2010 iSOFT  
Annual Report

means iSOFT’s annual report for the financial year ended 30 June 2010, a copy of which was 
lodged with ASX on 1 November 2010.

2011 iSOFT Half Year 
Report

means iSOFT’s half year report for the period ended 31 December 2010, a copy of which was 
lodged with ASX on 25 February 2011.

Applicable Option 
Scheme Consideration

means the Option Scheme Consideration applicable for the particular iSOFT Option held.
Identified Applicable Option  
iSOFT Options  Scheme Consideration

EIP Options (ISFAW tranche)  $0.009
EIP Options (ISFAK tranche)  $0.018
EIP Options (ISFAH tranche)  $0.032
ISFAM $0.001
ISFAO  $0.001

ASIC means the Australian Securities and Investments Commission.

Associate has the meaning given to that term in sections 11, 12 and 15 of the Corporations Act.

ASX means ASX Limited (ACN 008 624 691) or, as the context requires, the financial market 
operated by it.

ASX Listing Rules means the official listing rules, from time to time, of ASX.

Break Fee means the fee which may be payable by iSOFT to CSC Australia if the Share Scheme is not 
implemented. The terms of the Break Fee are summarised in Section 16.1(c) and can be read in 
full in Annexure A Section 9.

Business Day means a business day as defined in the ASX Listing Rules.

CDI means CREST Depository Interest.

CGT means capital gains tax as defined in the Tax Law.

CHESS means the Clearing House Electronic Subregister System, which provides for electronic share 
transfers in Australia.

Company means iSOFT Group Limited (ACN 063 539 702).

Competing Proposal means any expression of interest, offer or proposal by any person (other than CSC Australia 
or its Associates):

(a) to consider or enter into any transaction which, if ultimately completed, will have 
the result that any person or two or more persons who are Associates (other than 
CSC Australia or its Associates) will, or would reasonably be expected to, acquire 
voting power in 50% or more of iSOFT Shares, including by way of a takeover bid, 
scheme of arrangement, amalgamation, merger, capital reconstruction, consolidation, 
shareholder‑approved iSOFT Share acquisition or issuance, share buy‑back or repurchase, 
reverse takeover, establishment of a new holding entity for iSOFT or any other transaction 
or arrangement with iSOFT;
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Competing Proposal 
continued

(b) to acquire, have a right to acquire or obtain:

(i) control (as determined under section 50AA of the Corporations Act); or

(ii)  an economic interest in (whether directly or indirectly) all or substantially the whole 
of the assets or business of iSOFT Group; or

(c) to form a dual listed company structure, stapled security structure or other form of 
synthetic merger having the same or substantially the same effect as a takeover bid for, 
or scheme of arrangement or merger in respect of, iSOFT.

Computershare means Computershare Investor Services Pty Limited (ACN 078 279 277), Level 4, 60 Carrington 
Street, Sydney, NSW 2000 Australia.

Condition Precedent means a condition to the Share Scheme set out in clause 3.1 of the Scheme Implementation 
Agreement and/or a condition to the Option Scheme set out in clause 3.2 thereof (as the 
context requires).

Convertible Note means a convertible note issued by iSOFT pursuant to the Convertible Note Deed Poll that 
converts into an iSOFT Share.

Convertible Note Deed 
Poll

means the deed poll executed by iSOFT in favour of the holder of Convertible Notes dated on 
or about 21 August 2007 (as amended from time to time).

Corporations Act means the Corporations Act 2001 (Cth).

Corporations Regulations means the Corporations Regulations 2001 (Cth).

Court means the Federal Court of Australia.

Court Approval Date means the date when the Court grants its approval to the relevant Scheme under section 411(4) 
of the Corporations Act.

Court Orders means the orders made by the Court at the Second Court Hearing approving the 
implementation of the Share Scheme and/or Option Scheme (as the context requires).

CREST means the relevant system (as defined in the Uncertificated Securities Regulations 2001 
(SI 2001 No. 3755)) to facilitate the transfer of title to shares in uncertificated form in respect of 
which Euroclear UK & Ireland Limited is the Operator (as defined in the Uncertificated Securities 
Regulations 2001 (SI 2001 No. 3755)).

CSC means Computer Sciences Corporation of 3170 Fairview Park Drive, Falls Church Virginia, 
USA 22042.

CSC Australia means CSC Computer Sciences Australia Holdings Pty Ltd (ACN 120 570 390).

CSC Group means CSC and its Subsidiaries.

CSC Information means the information provided by CSC Australia in Section 11 of this Scheme Booklet.

Deed Polls means together the Share Scheme Deed Poll and the Option Scheme Deed Poll.

Double Tax Treaty means an agreement entered into between Australia and another country for the relief of 
double taxation and prevention of fiscal evasion.

EBIT means earnings before interest and taxes.

EBITDA means earnings before interest, taxes, depreciation and amortisation.

Effective means the coming into effect, pursuant to section 411(10) of the Corporations Act, of the order 
of the Court made under section 411(4)(b) in relation to the relevant Scheme.
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Effective Date means the date on which the relevant Scheme becomes Effective.

EIP Options means the iSOFT Options issued under the iSOFT Employee Incentive Plan in three tranches, being:

(a) the ISFAW tranche options;

(b) the ISFAK tranche options; and

(c) the ISFAH tranche options.

Equiniti means Equiniti Limited which is registered in England and Wales with No. 6226088.

ESS means Employee Share Scheme as described in the 1936 Act.

Foreign iSOFT 
Optionholder

means an iSOFT Optionholder who is not, and has not been, a resident of Australia for the 
purposes of the Tax Law.

Foreign iSOFT 
Shareholder

means an iSOFT Shareholder who is not, and has not been, a resident of Australia for the 
purposes of the Tax Law.

Form of Instruction means the form of instruction that CDI holders may complete and return to Equiniti to instruct 
J.P. Morgan Nominees Australia Limited how to vote at the Scheme Meeting.

FY means financial year ended/ending 30 June.

Government Agency means a government or governmental, semi‑governmental, administrative, fiscal or judicial 
body, department, commission, authority, tribunal, agency or entity whether foreign, federal, 
state, territorial or local.

GST means a goods and services tax or similar value added tax levied or imposed under the GST Law.

GST Law has the meaning given to it in the A New Tax System (Goods and Services Tax) Act 1999 (Cth).

HCIT means healthcare information technology.

Implementation Date means the third Business Day after the Share Scheme Record Date or the Option Scheme 
Record Date (as the context requires) or such other date as:

(a) iSOFT and CSC Australia may agree;

(b) is ordered by the Court; or

(c) may be required by ASX.

Independent Directors means Mr Robert Ellis, Mr Andrea Fiumicelli, Mr Peter Housden and Mr Ron Series, being all 
the members of the iSOFT Board other than Messrs Robert Moran and Ian Tsicalas who are 
nominees of OCP.

Independent Expert means Lonergan Edwards.

Independent Expert’s 
Report

means the report prepared by Lonergan Edwards, a copy of which is set out in Annexure H.

ISFAM Options means the 5,000,000 iSOFT Options issued pursuant to the Monet Technologies Asset Sale 
Agreement dated 26 July 2006.

ISFAO Options means the 600,000 iSOFT Options which were issued pursuant to the Shanghai People’s Health 
Information Technology Co. Ltd Shareholders’ Agreement dated 9 February 2007.

iSOFT means iSOFT Group Limited (ACN 063 539 702).

iSOFT Board means the board of directors of iSOFT.

iSOFT Director means a director of iSOFT as at the date of this Scheme Booklet.
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iSOFT Employee Incentive 
Plan

means the employee incentive plan governed by the iSOFT Employee Incentive Plan Rules.

iSOFT Employee Incentive 
Plan Rules

means the iSOFT Employee Incentive Plan Rules dated September 2008.

iSOFT Group means iSOFT and its Subsidiaries.

iSOFT Information means the information in this Scheme Booklet that is not CSC Information or the Independent 
Expert’s Report.

iSOFT Option means an option to subscribe for iSOFT Shares.

iSOFT Option Register means the register of iSOFT Optionholders kept pursuant to the Corporations Act.

iSOFT Optionholder means each person who is registered in the iSOFT Option Register as the holder of iSOFT Options.

iSOFT Registry means Computershare Investor Services Pty Limited or the manager from time to time of the 
iSOFT Share Register. For CDI holders, see also the definition of Equiniti.

iSOFT Securityholder means an iSOFT Shareholder and/or an iSOFT Optionholder (as the context requires).

iSOFT Share means an ordinary share issued in the capital of iSOFT.

iSOFT Share Register means the register of members of iSOFT kept pursuant to the Corporations Act.

iSOFT Shareholder means each person who is registered in the iSOFT Share Register as the holder of iSOFT Shares.

IT means information technology.

Lonergan Edwards means Lonergan Edwards & Associates Limited (ACN 095 445 560).

LORENZO is the umbrella term which refers to iSOFT’s future flagship product suite which is being 
deployed and developed as a part of iSOFT’s future growth strategy as separate products in 
(i) the UK for the NHS and (ii) other jurisdictions.

NHS means the United Kingdom National Health Service.

Notice of Option Scheme 
Meeting

means the notice set out at Annexure C.

Notice of Share Scheme 
Meeting 1

means the notice set out at Annexure B.

Notice of Share Scheme 
Meeting 2

means the second notice set out at Annexure B.

Notices of Share Scheme 
Meetings

means the Notice of Share Scheme Meeting 1 and Notice of Share Scheme Meeting 2.

NPAT means net profit after tax.

NPfIT means the National Program for IT, an initiative by the United Kingdom Department of Health 
to move the NHS to a single, centrally mandated electronic care record for patients and 
healthcare professionals.

OCP means Oceania Capital Partners Limited (ACN 111 554 360).

OCP Group means OCP and its Subsidiaries.

OCP Shareholder means any iSOFT Shareholder which is OHTI or a Related Body Corporate of OHTI.
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OHTI means Oceania Healthcare Technology Investments Pty Ltd (ACN 114 762 551). 

Option Scheme means the scheme of arrangement pursuant to Part 5.1 of the Corporations Act proposed 
between iSOFT and iSOFT Optionholders, in the form of Annexure E, together with any 
alterations or conditions made or required pursuant to section 411(6) of the Corporations Act 
and agreed or consented to by iSOFT and CSC Australia, for the acquisition of all of the iSOFT 
Options by CSC Australia.

Option Scheme 
Consideration

means the Applicable Option Scheme Consideration paid in cash for each iSOFT Option held by 
a Scheme Optionholder on the Option Scheme Record Date.

Option Scheme Deed Poll means the deed poll in the form of Annexure G, executed by CSC Australia in favour of Scheme 
Optionholders.

Option Scheme Meeting means the meeting of iSOFT Optionholders ordered by the Court in relation to the Option 
Scheme to be convened pursuant to section 411(1) of the Corporations Act to consider the 
Option Scheme Resolution.

Option Scheme Record 
Date

means 7.00 pm on the fifth Business Day following the Effective Date.

Option Scheme 
Resolution

means a resolution of iSOFT Optionholders to approve the Option Scheme, the form of which 
is set out in the Notice of Option Scheme Meeting in Annexure C.

Performance Rights means a right granted by iSOFT for the holder of a performance right to acquire by way of issue 
an iSOFT Share subject to the terms of the iSOFT Employee Incentive Plan Rules.

Proxy Form means the proxy form accompanying this Scheme Booklet.

RCF means revolving credit facility.

Record Date means the Share Scheme Record Date or the Option Scheme Record Date as the context requires.

Register means the iSOFT Share Register and/or the iSOFT Option Register (as the context requires).

Related Body Corporate has the meaning given in the Corporations Act.

Relevant Interest has the meaning given in the Corporations Act.

Scheme Booklet means this scheme booklet in relation to the Schemes.

Scheme Consideration means the Share Scheme Consideration and/or the Option Scheme Consideration (as the 
context requires).

Scheme Implementation 
Agreement

means the Scheme Implementation Agreement dated 1 April 2011 between iSOFT, CSC 
Australia and CSC, as amended by the Deed of Amendment dated 24 May 2011, a Second 
Deed of Amendment dated 25 May 2011 and a Third Deed of Amendment dated 9 June 2011, 
a summary of which is contained in Section 16.1 and a copy of which is set out in Annexure A.

Scheme Meetings means Share Scheme Meeting 1, Share Scheme Meeting 2 and the Option Scheme Meeting 
and Scheme Meeting means any or all of them (as the context requires).

Scheme Optionholder means a holder of any of iSOFT’s Options on the Option Scheme Record Date.

Scheme Resolutions means the Share Scheme Resolution and the Option Scheme Resolution and Scheme 
Resolution means either or both of them (as the context requires).

Scheme Shareholder means a holder of iSOFT Shares on the Share Scheme Record Date.

Schemes means the Share Scheme and the Option Scheme and Scheme means either or both of them 
(as the context requires).
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Second Court Date means the date of the relevant Second Court Hearing.

Second Court Hearing means the hearing at which iSOFT will apply to the Court for approval of the Share Scheme 
or the Option Scheme (as the context requires).

Share Scheme means the scheme of arrangement pursuant to Part 5.1 of the Corporations Act proposed 
between iSOFT and iSOFT Shareholders, in the form of Annexure D, together with any 
alterations or conditions made or required pursuant to section 411(6) of the Corporations Act 
and agreed or consented to by iSOFT and CSC Australia, for the acquisition of all of the iSOFT 
Shares by CSC Australia.

Share Scheme 
Consideration

means $0.17 (less all amounts which remain unpaid on the share) for each iSOFT Share held 
by a Scheme Shareholder on the Share Scheme Record Date.

Share Scheme Deed Poll means the deed poll in the form of Annexure F, executed by CSC Australia in favour of Scheme 
Shareholders.

Share Scheme Meeting 1 means the meeting of iSOFT Shareholders (other than OCP Shareholders) ordered by the Court 
in relation to the Share Scheme to be convened pursuant to section 411(1) of the Corporations 
Act to consider the Share Scheme Resolution.

Share Scheme Meeting 2 means the meeting of OCP Shareholders ordered by the Court in relation to the Share Scheme 
to be convened pursuant to section 411(1) of the Corporations Act to consider the Share 
Scheme Resolution.

Share Scheme Meetings means Share Scheme Meeting 1 and Share Scheme Meeting 2 and Share Scheme Meeting 
means either or both of them (as the context requires).

Share Scheme 
Record Date

means 7.00 pm on the fifth Business Day following the Effective Date.

Share Scheme Resolution means a resolution of iSOFT Shareholders to approve the Share Scheme, the form of which 
is set out in the Notices of Share Scheme Meetings.

Subsidiary has the meaning given in the Corporations Act.

Superior Proposal means a bona fide Competing Proposal which the iSOFT Board, acting in good faith and to 
satisfy what the iSOFT Board considers to be its fiduciary or statutory duties (after having 
taken advice from its financial and legal advisers) determines is, or is reasonably likely to result 
in, a transaction more favourable to iSOFT Shareholders than the Share Scheme, taking into 
account all terms and conditions of the Competing Proposal.

Supplementary Expert’s 
Report

means the supplementary expert’s report prepared by Lonergan Edwards in respect of the 
Convertible Notes, a copy of which is set out in an Annexure A to the Independent Expert’s Report.

Tax Law means Income Tax Assessment Act 1936 (Cth) and the Income Tax Assessment Act 1997 (Cth).

UK means United Kingdom.

VWAP means volume weighted average price.

Warrant means a warrant issued under the Warrant Deed Poll.

Warrant Deed Poll means the deed poll executed by iSOFT in favour of the holder of Warrants dated on or about 
29 October 2007 (as amended from time to time).
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  i Scheme Implementation Agreement 
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  1 Scheme Implementation Agreement 

 

Date 1 April 2011  

  

Parties iSOFT Group Limited (ACN 063 539 702) of Darling Park Tower 2, Level 27, 
201 Sussex Street, Sydney New South Wales 2000 Australia (iSOFT)  

  
 CSC Computer Sciences Australia Holdings Pty Limited (ACN 120 570 

390) of 26 Talavera Road, Macquarie Park, Sydney, New South Wales 2113 
Australia (Bidder)   

  
 Computer Sciences Corporation (of 3170 Fairview Park Drive, Falls Church 

Virginia, USA 22042 (Bidder Parent) 

 
  

 
 

Recitals 

A Bidder wishes to acquire all of the issued ordinary shares in iSOFT, together with the 
cancellation of all options to subscribe for ordinary shares in iSOFT, by means of separate 
schemes of arrangement under Part 5.1 of the Corporations Act. 

B iSOFT and Bidder have agreed to implement the Scheme and Option Scheme in good faith 
subject to the terms and conditions of this Agreement. 

C Contemporaneously with the Scheme and Option Scheme: 

(i) iSOFT is proposing to facilitate the vesting and automatic exercise of the Performance 
Rights, with the iSOFT Shares issued upon exercise of the Performance Rights prior 
to the Scheme Record Date being acquired pursuant to the Scheme; 

(ii) by way of amendment to the terms of the Convertible Note Deed Poll, all of the 
outstanding Convertible Notes will be repaid by Bidder (on behalf of iSOFT) on the 
Implementation of the Scheme; and 

(iii) by way of amendment to the terms of the Warrant Deed Poll, the Warrants will be 
extinguished on Implementation of the Scheme upon Bidder paying (on behalf of 
iSOFT) the Warrant Consideration to the holder of the Warrants.  

D iSOFT and Bidder have agreed certain other matters in connection with the implementation of 
the Scheme and Option Scheme as set out in this Agreement. 

E Bidder Parent agrees to guarantee the performance by Bidder of the Guaranteed Obligations.   

 

Operative provisions 

1 Definitions and interpretation 

Definitions 

1.1 In this Agreement, unless the context otherwise requires: 
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Adviser means, in relation to an entity, its legal, financial and other expert advisers (not 
including the Independent Expert). 

Aggregate Warrant Consideration means an amount equivalent to the Warrant Consideration 

multiplied by the number of the Warrants held by Oceania as at the date of this Agreement. 

ASIC means the Australian Securities and Investments Commission. 

Associate has the meaning given in section 12(2) of the Corporations Act as if iSOFT was the 

designated body. 

ASX means ASX Limited (ACN 008 624 691) or, where the context requires, the securities 
market which it operates. 

Authorisation means, in relation to the iSOFT Group, any material licence, permit or approval 
granted by a Government Agency, that is necessary for the iSOFT Group to conduct its 
business as it is being conducted as at the date of this Agreement.  

Bidder Group means the Bidder Parent and each of its respective Subsidiaries. 

Bidder Indemnified Party means each member of the Bidder Group and their respective 
Representatives. 

Bidder Material Adverse Change means one or more occurrences or any fact, matter or 
circumstance (whenever occurring) that is announced or becomes known to iSOFT that 
individually, or when aggregated with all such occurrences, facts, matters or circumstances, 

has had or is reasonably likely to have one of the following effects to prevent or would be 
likely to prevent Bidder from materially discharging its obligations under this Agreement, 
unless that occurrence, fact, matter or circumstance: 

(a) was publicly announced by the Bidder Group or otherwise Fairly Disclosed in publicly 
available filings by the Bidder Group at least two Business Days prior to the date of 
this Agreement; or 

(b) is required to be undertaken by the Bidder Group in connection with the Scheme, 
Option Scheme or this Agreement, or the Bidder Group otherwise elects (acting 
reasonably) to undertake an action or event in connection with the Scheme, Option 

Scheme or this Agreement.  

Bidder Prescribed Event means the occurrence of any of the following: 

(a) Bidder or Bidder Parent resolving that it be wound up; 

(b) a liquidator, provisional liquidator or administrator being appointed to Bidder or 
Bidder Parent; 

(c) the making of an order by a court for the winding up of Bidder or Bidder Parent; 

(d) Bidder or Bidder Parent executing a deed of company arrangement; or 

(e) a receiver, or a receiver and manager, in relation to the whole, or a substantial part, of 
the property of Bidder or Bidder Parent being appointed. 

Bidder Scheme Information means information about the Bidder Group which is provided to 
iSOFT by or on behalf of Bidder to enable the Scheme Booklet to be prepared in accordance 
with all applicable laws, applicable ASIC guidance and policies (including ASIC Regulatory 

Guide 60) and the Listing Rules or to the Independent Expert to enable it to prepare its report, 
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including information regarding the arrangements Bidder has in place to fund the Scheme 
Consideration and the Option Scheme Consideration and Bidder's intentions with respect to 
the assets, business and employees of iSOFT if the Scheme is implemented, including any 

section describing the merged business.    

Bidder Warranties means the representations and warranties of Bidder set out in clause 7.4. 

Business Day means a day that is not a Saturday, Sunday or a public holiday or bank holiday 

in Sydney, NSW Australia and Virginia, United States of America. 

Claim means a demand, claim, action or proceeding, however arising and whether present, 
unascertained, immediate, future or contingent, including any claim for specific performance. 

Competing Proposal means any expression of interest, offer or proposal by any person (other 
than Bidder or its Associates): 

(a) to consider or enter into any transaction which, if ultimately completed, will have the 

result that any person or two or more persons who are Associates (other than Bidder or 
its Associates) will, or would reasonably be expected to, acquire voting power in 50% 
or more of iSOFT Shares, including by way of a takeover bid, scheme of arrangement, 

amalgamation, merger, capital reconstruction, consolidation, shareholder-approved 
iSOFT Share acquisition or issuance, share buy-back or repurchase, reverse takeover, 
establishment of a new holding entity for iSOFT or any other transaction or 

arrangement with iSOFT; 

(b) to acquire, have a right to acquire or obtain: 

(i) control (as determined under section 50AA of the Corporations Act); or  

(ii) an economic interest in (whether directly or indirectly) all or substantially the 
whole of the assets or business of the iSOFT Group; or 

(c) to form a dual listed company structure, stapled security structure or other form of 

synthetic merger having the same or substantially the same effect as a takeover bid 
for, or scheme of arrangement or merger in respect of, iSOFT.   

Competition Authority means any relevant government, governmental, national, 

supranational, competition or antitrust body or other authority, in any jurisdiction, which is 
responsible for applying merger control or other competition or antitrust legislation in such 
jurisdictions and, for the avoidance of doubt, includes the notion of "competent authority" as 

that term is used in the EU Regulation. 

Completion means completion of the implementation of the Scheme or Option Scheme (as the 
context requires) on the Implementation Date. 

Condition means a condition to the Scheme set out in clause 3.1 and/or a condition to the 
Option Scheme set out in clause 3.2 (as the context requires). 

Confidentiality Agreement means the confidentiality agreement between iSOFT and Bidder 

Parent dated on or about 21 September 2010 (as amended on 4 March 2011).  

Convertible Notes means a convertible note issued by iSOFT pursuant to the Convertible Note 
Deed Poll that converts into an iSOFT Share. 

Convertible Note Deed Poll means the deed poll executed by iSOFT in favour of the holder of 
Convertible Notes dated on or about 21 August 2007 (as amended from time to time). 
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Convertible Note Redemption Amount means $39,717,621.22. 

Corporations Act means the Corporations Act 2001 (Cth). 

Court means a court of competent jurisdiction under the Corporations Act. 

Deed Poll means the deed poll to be executed by Bidder in the form of Annexure 3.  

Dispatch Date means the day that the Scheme Booklet is dispatched to iSOFT Shareholders 
and Optionholders. 

Effective means, when used in relation to the Scheme or Option Scheme, the coming into 
effect, under section 411(10) of the Corporations Act, of the Court order made under section 
411(4)(b) of the Corporations Act in relation to the Scheme or Option Scheme (as the context 

requires). 

Effective Date means the date on which an office copy of the Court order made under section 
411(4)(b) of the Corporations Act approving the Scheme or Option Scheme (as the context 

requires) is lodged with ASIC. 

Exclusivity Period means the period between the date of this Agreement and the earliest of: 

(a) the Implementation Date; 

(b) the date this Agreement is terminated in accordance with its terms; and 

(c) the Sunset Date. 

Exercise Price means $0.1614 per Warrant.  

Existing Financing Facilities means the financing facilities which are disclosed in the letter 
from iSOFT to Bidder dated 28 March 2011, which letter is included as data room document 
number 22.02.03 in the electronic data room established by iSOFT in connection with the Sale 

Process.  

EIP Rules means the iSOFT Employee Incentive Plan Rules dated September 2008. 

EU Member State means any Member State of the European Union or, with the exception of 

Switzerland, of the European Free Trade Association. 

EU Regulation means Council Regulation (EC) 139/2004.  

Facilities Agreement means the single currency term and multi-currency facilities agreement 

dated 23 December 2009 between, amongst other, iSOFT and Barclays Bank plc as facility 
agent and security agent.  

Fairly Disclosed means disclosed in sufficient detail so as to enable a reasonable and 

sophisticated buyer (or one of its Representatives) experienced in transactions similar to the 
Scheme and experienced in a business similar to any business conducted by the iSOFT Group, 
to identify the nature and scope of the relevant matter, event or circumstance. 

First Court Date means the date of the hearing by the Court of the application to order the 
convening of the Scheme Meeting and Option Scheme Meeting under section 411(1) of the 
Corporations Act. 

Government Agency means an Australian or foreign:  

(a) government, whether federal, state, territorial or local; 
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(b) department, office or minister of a government (whether federal, state, territorial or 
local) acting in that capacity; or 

(c) commission, delegate, instrumentality, agency, board, or other government, semi-

government, judicial, administrative, monetary or fiscal authority, whether statutory or 
not and whether federal, state, territorial or local, 

and includes ASX, ASIC, the Australian Competition and Consumer Commission, the Foreign 

Investment Review Board and the Takeovers Panel. 

GST means goods and services tax as defined in A New Tax Systems (Goods and Services Tax) 

Act 1999 (Cth), or any like tax. 

Guaranteed Obligations means the obligations of Bidder to pay the Scheme Consideration 
pursuant to this Agreement, the Deed Poll and the Scheme, the Option Scheme Consideration 
pursuant to this Agreement, the Option Scheme Deed Poll and the Option Scheme, and the 

Warrant Consideration and the Convertible Note Redemption Amount pursuant to clause 14.2 
of this Agreement. 

Headcount Test means the requirement under section 411(4)(a)(ii)(A) of the Corporations Act 

that the resolution to approve the Scheme at the Scheme Meeting is passed by a majority in 
number of iSOFT Shareholders present and voting, either in person or by proxy.   

Implementation means the implementation of the Scheme or Option Scheme (as the context 

requires), following it becoming Effective under section 411(10) of the Corporations Act. 

Implementation Date means the third Business Day after the Scheme Record Date. 

Independent Expert means an expert independent of the parties engaged by iSOFT to opine 

(and prepare a report for inclusion in the Scheme Booklet) on whether the Scheme or the 
Option Scheme is in the best interests of iSOFT Shareholders or Optionholders (as the case 
may be). 

Integration Committee means the operational committee established in accordance with 
clause 6.14. 

iSOFT Board means the board of directors of iSOFT as constituted from time to time. 

iSOFT Director means a director of iSOFT. 

iSOFT Due Diligence Information means all information, other than Non-Factual Statements 
and iSOFT Forecasts, disclosed or made available by or on behalf of iSOFT and its 

Representatives, in the electronic data room established by iSOFT in connection with the Sale 
Process, to Bidder or its Representatives in the period up until 5.00pm (London time) on 24 
March 2011, including the PwC Report, the materials identified in the letter from iSOFT to 

Bidder dated 28 March 2011, which letter is included as data room document number 22.02.02 
in the electronic data room established by iSOFT in connection with the Sale Process and all 
responses to requests for information made by or on behalf of Bidder and its Representatives.   

iSOFT Forecasts means the materials identified in the letter from iSOFT to Bidder dated 28 
March 2011, which letter is included as data room document number 22.02.01 in the 
electronic data room established by iSOFT in connection with the Sale Process. 

iSOFT Group means iSOFT and each of its Subsidiaries. F
or

 p
er

so
na

l u
se

 o
nl

y



Annexure A: Scheme Implementation Agreement

82

iSOFT Group Limited Scheme Booklet

 

  6 Scheme Implementation Agreement 

 

iSOFT Indemnified Party means each member of the iSOFT Group and their respective 
Representatives. 

iSOFT Material Adverse Change means one or more occurrences or any fact, matter or 

circumstance (whenever occurring) that is announced or becomes known to Bidder that 
individually, or when aggregated with all such occurrences, facts, matters or circumstances, 
has had or is reasonably likely to have one or more of the following effects:  

(a) to materially adversely affect the status or terms of any material Authorisation; 

(b) to prevent or would be likely to prevent iSOFT from materially discharging its 
obligations under this Agreement; or 

(c) to otherwise materially adversely affect the business, assets, financial condition, 
results, operations, reputation or prospects of the iSOFT Group (as a whole) including: 

(i) any material default by the iSOFT Group or any member of the iSOFT Group 

under the Facilities Agreement;  

(ii) any material litigation commenced against any member of the iSOFT Group 
and any material Claim that alleges that intellectual property of the iSOFT 

Group infringes the rights of a third party; or 

(iii) the termination of any material contract of the iSOFT Group (other than (a) a 
voluntary termination by CSC Computer Sciences Limited of the Project Sub-

Contract Agreement in accordance with Clause 40.2 of the Project Sub-
Contract Agreement or (b) a termination by iSoft plc under Clause 39.13 of 
the Project Sub-Contract or (c) a termination by CSC in accordance with 

clause 40.1 of the Project Sub-Contract Agreement);   

unless that occurrence, fact, matter or circumstance: 

(d) was Fairly Disclosed in the iSOFT Due Diligence Information (except in respect of 

paragraph (c)(i), which is not qualified by the iSOFT Due Diligence Information); 

(e) was Fairly Disclosed in the iSOFT Forecasts; 

(f) arose from (i) the termination or non-renewal of any customer contracts by the 

counter-parties to those contracts; or (ii) the failure of iSOFT to secure any 
prospective customer contract, in each case,  primarily as a result of the announcement 
of the Proposed Transaction; 

(g) was otherwise Fairly Disclosed in the Public Filings;  

(h) comprises a change in applicable law after the date of this Agreement; or 

(i) is required to be undertaken by iSOFT or its Subsidiary (as the case may be) in 

connection with the Scheme, Option Scheme or this Agreement.  

iSOFT Prescribed Event means the occurrence of any of the following:  

(a) iSOFT or any of its Subsidiaries converting all or any of its shares into a larger or 

smaller number of shares; 

(b) iSOFT or any of its Subsidiaries resolving to reduce its share capital in any way or 
reclassifying, combining, splitting or redeeming or repurchasing directly or indirectly 

any of its shares; 
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(c) iSOFT or any of its Subsidiaries entering into a buy-back agreement, or resolving to 
approve the terms of a buy-back agreement under the Corporations Act; 

(d) iSOFT declaring, paying or distributing any dividend, bonus or other share of its 

profits or assets or returning or agreeing to return any capital to its members; 

(e) iSOFT or any of its Subsidiaries issuing shares, or granting an option over its shares, 
or agreeing to make such an issue, or grant, or to vary the terms of, such an option;  

(f) iSOFT or any of its Subsidiaries issuing or agreeing to issue securities or other 
instruments convertible into shares or debt securities or varying the terms of any such 
existing securities;   

(g) iSOFT or any of its Subsidiaries disposing, or agreeing to dispose, of the whole, or a 
substantial part, of its business or property; 

(h) other than as specifically permitted or required by existing banking facilities or in the 

ordinary course of business or consistent with past practice, iSOFT or any of its 
Subsidiaries creating, or agreeing to create, any mortgage, charge, lien or other 
encumbrance over the whole, or a substantial part, of its business or property; 

(i) other than in respect of Travel Blitz Pty Ltd, iSOFT or any of its Subsidiaries 
resolving that it be wound up; 

(j) other than in respect of Travel Blitz Pty Ltd, a liquidator, provisional liquidator or 

administrator of iSOFT or any of its Subsidiaries being appointed; 

(k) other than in respect of Travel Blitz Pty Ltd, the making of an order by a court for the 
winding up of iSOFT or any of its Subsidiaries; 

(l) other than in respect of Travel Blitz Pty Ltd, iSOFT or any of its Subsidiaries 
executing a deed of company arrangement; 

(m) other than in respect of Travel Blitz Pty Ltd, a receiver, or a receiver and manager, in 

relation to the whole, or a substantial part, of the property of iSOFT or any of its 
Subsidiaries being appointed; 

(n) iSOFT or any of its Subsidiaries making any material amendment to its constitution; 

or 

(o) iSOFT or any of its Subsidiaries making any change to their accounting practices or 
policies, other than to comply with generally accepted accounting standards applicable 

in respect of the entity's jurisdiction of incorporation, 

however none of the above events will constitute an iSOFT Prescribed Event where: 

(p) iSOFT has first consulted, in reasonable detail, with Bidder in relation to the proposed 

event, and Bidder has approved in writing the proposed event; or 

(q) iSOFT or its Subsidiary (as the case may be) is required or elects (acting reasonably) 
to undertake the event in connection with:  

(i) the Scheme; 

(ii) the Option Scheme;  F
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(iii) the exercise, conversion, transfer or cancellation of the Options, Performance 
Rights, Warrants or Convertible Notes; or 

(iv) this Agreement. 

iSOFT Scheme Information means all information included in the Scheme Booklet other than 
the Bidder Scheme Information included in the Scheme Booklet and the Independent Expert's 
report. 

iSOFT Share means an issued ordinary share in iSOFT. 

iSOFT Shareholder means each person who is registered in the Register as a holder of iSOFT 
Shares. 

iSOFT Shareholder Approval means: 

(a) a resolution by iSOFT Shareholders (other than OCP Shareholders); and 

(b) a resolution by OCP Shareholders,  

in favour of the Scheme passed by the majorities required under section 411(4)(a)(ii) of the 
Corporations Act or, in the circumstances contemplated by clause 3.5, the majority required 
under section 411(4)(a)(ii)(B) of the Corporations Act. 

iSOFT Warranties means the representations and warranties of iSOFT set out in clause 7.1. 

LR 6.23 Waiver means a waiver from the ASX of any requirement under ASX Listing Rule 
6.23 to obtain iSOFT Shareholder approval to the cancellation of the Warrants as 

contemplated by this Agreement and the Warrant Deed Poll.   

Lenders means Barclays Capital, KFW Ipex-Bank GmbH, The Governor and Company of the 
Bank of Ireland, Clydesdale Bank plc, Westpac Banking Corporation, Abbey National 

Treasury Services plc and any other lender under the Facilities Agreement. 

Listing Rules means the listing rules of ASX as amended from time to time. 

Majority of the iSOFT Board means more than 50% of the iSOFT Directors including any of 

the iSOFT Directors nominated by Oceania Capital Partners Limited or any of its Related 
Bodies Corporate. 

Non-Factual Statements means the following statements as to matters which are not of a 

factual nature: 

(a) in respect of the PwC Report:   

(i) statements, representations or assertions of opinion, supposition or conjecture; 

(ii) statements, representations or assertions which are inferences drawn from 
facts; 

(iii) statements, representations or assertions as to the financial performance or 

position of the iSOFT Group (or any member of the iSOFT Group) subsequent 
to the date of this Agreement;  

(iv) statements, representations or assertions as to the occurrence or non-

occurrence of any action by any member of the iSOFT Group or third parties 
or any other event subsequent to the date of this Agreement; and   
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(v) statements, representations or assertions as to the existence or non-existence 
of any state of affairs at a date subsequent to the date of this Agreement;  

(b) in respect of all other information disclosed in the electronic data room established by 

iSOFT in connection with the Sale Process:  

(i) statements, representations or assertions as to the financial performance or 
position of the iSOFT Group (or any member of the iSOFT Group) subsequent 

to the date of this Agreement;  

(ii) statements, representations or assertions as to the occurrence or non-
occurrence of any action by any member of the iSOFT Group or third parties 

or any other event subsequent to the date of this Agreement; and   

(iii) statements, representations or assertions as to the existence or non-existence 
of any state of affairs at a date subsequent to the date of this Agreement.  

Oceania means Oceania Healthcare Technology Investments Pty Ltd (ACN 114 762 551), 

being the holder of the Convertible Notes and Warrants.  

OCP Shareholder means any iSOFT Shareholder which is Oceania or a Related Body 
Corporate of Oceania. 

Officer means, in relation to an entity, its directors, officers and employees. 

Option means an option to subscribe for an iSOFT Share. 

Optionholder means each person who is registered in the Option Register as a holder of an 

Option. 

Optionholder Approval means a resolution by Optionholders in favour of the Option Scheme 
passed by the majorities required under section 411(4)(a)(i) of the Corporations Act.  

Option Register means the register of holders of Options.  

Option Scheme means the creditors' scheme of arrangement, substantially in the form set out 
in Annexure 4, under Part 5.1 of the Corporations Act between iSOFT and the Scheme 

Optionholders as described in clause 4, subject to any alterations or conditions made or 
required by the Court under section 411(6) of the Corporations Act and approved in writing by 
iSOFT and Bidder. 

Option Scheme Consideration means $0.001 or such greater amount as Bidder shall 
determine in its absolute discretion in respect of each Scheme Option. 

Option Scheme Deed Poll means a deed poll to be executed by Bidder substantially in the 

form of Annexure 2 under which Bidder covenants in favour of the Optionholders to perform 
its obligations under the Option Scheme. 

Option Scheme Meeting means the meeting of Optionholders ordered by the Court to be 

convened under section 411(1) of the Corporations Act. 

Performance Rights means a right granted by iSOFT for the holder of a performance right to 
acquire by way of issue an iSOFT Share subject to the terms of the EIP Rules. 

Project Sub-Contract Agreement means the Project Sub-Contract Agreement between CSC 
Computer Sciences Limited and iSOFT plc dated 28 April 2004. 
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Proposed Transaction means the proposed acquisition of all of the iSOFT Shares and Options 
by the Bidder pursuant to the Scheme and Option Scheme, in accordance with the terms and 
conditions of this Agreement. 

Public Filings means (i) all publicly available filings made by iSOFT or any of its 
Subsidiaries in Australia, and (ii) all public filings of statutory financial year end accounts 
made by iSOFT or any of its Subsidiaries in Germany, the Netherlands, Spain and the United 

Kingdom, in each case, in the period beginning on 1 November 2007 and ending on the date 
that is at least two Business Days before the date of this Agreement.  

PwC Report means the draft Project Kiwi Vendor Due Diligence Report prepared by 

PricewaterhouseCoopers dated 19 March 2011, excluding any Non-Factual Statements 
contained therein. 

Recommendation means  

(a) in respect of the Scheme, the recommendation by all of the iSOFT Directors to iSOFT 
Shareholders to vote in favour of the Scheme in the form described in clause 6.5 of 
this Agreement; and 

(b) in respect of the Option Scheme, the recommendation by all of the iSOFT Directors to 
Optionholders to vote in favour of the Option Scheme in the form described in clause 
6.5 of this Agreement. 

Register means the register of shareholders of iSOFT. 

Regulatory Consents has the meaning given to that term in clause 3.1(f). 

Related Body Corporate has the meaning given to that term in the Corporations Act. 

Representative means, in relation to an entity: 

(a) each of the entity's Related Bodies Corporate; and 

(b) each of the Officers and Advisers of the entity or any of its Related Bodies Corporate 

in respect of the Scheme and Option Scheme. 

Sale Process means the process which was implemented by iSOFT (and which commenced at 
the beginning of February 2011) in connection with the proposed sale of all of the shares or 

assets of the iSOFT Group. 

Scheme means the scheme of arrangement, substantially in the form set out in Annexure 5, 
under Part 5.1 of the Corporations Act between iSOFT and iSOFT Shareholders as described 

in clause 4, subject to any alterations or conditions made or required by the Court under 
section 411(6) of the Corporations Act and approved in writing by iSOFT and Bidder. 

Scheme Booklet means, in respect of the Scheme and Option Scheme, the document including 

the information described in clause 6.1(a) to be approved by the Court and dispatched to 
iSOFT Shareholders and Optionholders. 

Scheme Consideration means $0.17 less all amounts which remain unpaid in respect of each 

Scheme Share. 

Scheme Meeting means the meeting of iSOFT Shareholders (other than OCP Shareholders) 
ordered by the Court to be convened under section 411(1) of the Corporations Act and the 

meeting of OCP Shareholders ordered by the Court to be convened under section 411(1) of the 
Corporations Act 
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Scheme Option means each Option on issue at the Scheme Record Date. 

Scheme Optionholder means each person who holds Scheme Options. 

Scheme Record Date means 7.00 pm on the fifth Business Day after the Effective Date. 

Scheme Share means an iSOFT Share as at the Scheme Record Date. 

Scheme Shareholder means each person who holds Scheme Shares. 

Second Court Date means the date of the hearing by the Court of the application to approve 

the Scheme and Option Scheme under section 411(4)(b) of the Corporations Act. 

Senior Manager means a director or senior executive of iSOFT involved in the management 
of the iSOFT Group. 

Share Splitting means the splitting by a holder of iSOFT Shares of those iSOFT Shares into 
two or more parcels of iSOFT Shares whether or not it results in any change in beneficial 
ownership of the iSOFT Shares. 

Subsidiary has the meaning given to that term in the Corporations Act. 

Sunset Date means: 

(a) 5.00 pm  (London time) on Thursday, 15 September 2011; or  

(b) such other date and time agreed in writing between iSOFT and Bidder. 

Superior Proposal means a bona fide Competing Proposal which the iSOFT Board, in good 
faith and to satisfy what the iSOFT Board considers to be its fiduciary or statutory duties (after 

having taken advice from its legal and financial advisers), determines is, or is reasonably 
likely to result in, a transaction more favourable to iSOFT Shareholders than the Scheme, 
taking into account all terms and conditions of the Competing Proposal.  

Timetable means the indicative timetable set out in Annexure 1. 

voting power has the meaning given to that term in Chapter 6 of the Corporations Act. 

Warrant means a warrant issued under the Warrant Deed Poll.  

Warrant Cancellation Approval means the approval of iSOFT Shareholders in accordance 
with ASX Listing Rule 6.23 in respect of the cancellation of the Warrants. 

Warrant Consideration means the Scheme Consideration less the Exercise Price for each 

Warrant.  

Warrant Deed Poll means the deed poll executed by iSOFT in favour of the holder of 
Warrants dated on or about 29 October 2007 (as amended from time to time). 

Interpretation 

1.2 In this Agreement: 

(a) unless the context requires another meaning, a reference: 

(i) to the singular includes the plural and vice versa; 

(ii) to a gender includes all genders; 
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(iii) to a document (including this Agreement) is a reference to that document 
(including any Schedules and Annexures) as amended, consolidated, 
supplemented, novated or replaced; 

(iv) to an agreement includes any undertaking, representation, deed, agreement or 
legally enforceable arrangement or understanding whether written or not; 

(v) to a party means a party to this Agreement;  

(vi) to an item, Recital, clause, Schedule or Annexure is to an item, Recital, clause, 
Schedule or Annexure of or to this Agreement; 

(vii) to a notice means a notice, approval, demand, request, nomination or other 

communication given by one party to another under or in connection with this 
Agreement; 

(viii) to a person (including a party) includes: 

(A) an individual, company, other body corporate, association, 
partnership, firm, joint venture, trust or Government Agency; 

(B) the person's successors, permitted assigns, substitutes, executors and 

administrators; and 

(C) a reference to the representative member of the GST group to which 
the person belongs to the extent that the representative member has 

assumed rights, entitlements, benefits, obligations and liabilities which 
would remain with the person if the person were not a member of a 
GST group; 

(ix) to a law includes any legislation, judgment, rule of common law or equity or 
rule of any applicable stock exchange, and is a reference to that law as 
amended, consolidated, supplemented or replaced and includes a reference to 

any regulation, by-law or other subordinate legislation; 

(x) to proceedings includes litigation, arbitration and investigation; 

(xi) to a judgment includes an order, injunction, decree, determination or award of 

any court or tribunal; 

(xii) to time is to prevailing Sydney NSW time; and 

(xiii) to $ means the lawful currency of Australia; 

(b) the words "including" or "includes" means "including, but not limited to", or 
"includes, without limitation" respectively; 

(c) where a word or phrase is defined, its other grammatical forms have a corresponding 

meaning; 

(d) headings are for convenience only and do not affect interpretation of this Agreement; 

(e) if a payment or other act must (but for this clause) be made or done on a day that is not 

a Business Day, then it must be made or done on the next Business Day; and 

(f) if a period must be calculated from, after or before a day or the day of an act or event, 
it must be calculated excluding that day. 
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Construction 

1.3 This Agreement may not be construed adversely to a party only because that party or its legal 
advisers were responsible for preparing it. 

Payments 

1.4 Unless otherwise expressly provided in this Agreement, where an amount is required to be 
paid to a party (the Receiving Party) by another party under this Agreement, that amount must 

be paid: 

(a) in immediately available and irrevocable funds by electronic transfer to a bank 
account or accounts notified by the Receiving Party in writing on or before the due 

date for payment, or in other such immediately payable funds as the parties agree; and 

(b) without deduction, withholding or set-off. 

In this clause 1.4, a Receiving Party does not include a Scheme Shareholder or Scheme 

Optionholder. 

2 Agreement to propose Scheme and Option Scheme 

2.1 iSOFT will propose and seek to implement the Scheme and Option Scheme in accordance 
with this Agreement and the Corporations Act. 

2.2 Bidder will comply with its obligations under:  

(a) the Scheme;  

(b) the Option Scheme;  

(c) the Deed Poll;  

(d) the Option Scheme Deed Poll;  

(e) the Convertible Note Deed Poll;  

(f) the Warrant Deed Poll; and  

(g) this Agreement,  

and will provide reasonable assistance to iSOFT in proposing and implementing the Scheme 

and Option Scheme in accordance with this Agreement. 

3 Conditions 

Scheme Conditions 

3.1 Subject to this clause 3, the Scheme will not become Effective and the obligations of the 
parties in relation to the Scheme (including the obligations of Bidder to pay the Scheme 

Consideration to Scheme Shareholders under the Deed Poll) do not become binding until each 
of the following Conditions is satisfied or waived in accordance with clauses 3.6 to 3.12: 

(a) (Orders convening Scheme Meeting) The Court orders the convening of the Scheme 

Meeting under section 411(1) of the Corporations Act. 
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(b) (iSOFT Shareholder Approval) iSOFT Shareholder Approval is obtained at the 
Scheme Meeting. 

(c) (Court approval of Scheme) The Court makes orders under section 411(4)(b) of the 

Corporations Act approving the Scheme either unconditionally or on conditions that 
do not impose unduly onerous obligations on either party (acting reasonably) on the 
Second Court Date. 

(d) (Order lodged with ASIC) An office copy of the Court order approving the Scheme is 
lodged with ASIC as contemplated by section 411(10) of the Corporations Act on or 
before the Sunset Date. 

(e) (No prohibitive orders) Prior to 8.00 am on the Second Court Date, no Government 
Agency takes any action, or imposes any legal restraint or prohibition, to prevent the 
implementation of the Scheme (or any transaction contemplated by the Scheme), 

which remains in force at 8.00 am on the Second Court Date. 

(f) (Regulatory Consents) The following approvals or consents required from any 
Government Agency to implement the transactions envisaged by this Agreement 

(other than the approval of the Court of the Scheme and Option Scheme under section 
411(4)(b) of the Corporations Act) are obtained (or deemed obtained) on terms 
reasonably acceptable to iSOFT and Bidder and not withdrawn by 8.00 am on the 

Second Court Date:  

(i) (FIRB) The Treasurer of the Commonwealth of Australia (or his agent) either: 

(A) has provided written advice or confirmation which is unconditional, or 

subject only to conditions acceptable to Bidder (acting reasonably), to 
the effect that there is no objection to the Proposed Transaction; or  

(B) becomes or is precluded (at any time before the Second Court Date) 

from making an order prohibiting the Proposed Transaction under the 
Foreign Acquisitions and Takeovers Act 1975 (Cth).  

(ii) (Anti-trust approvals)  

(A) in so far as the Scheme is notified to the European Commission under 
the EU Regulation, and the Scheme as so notified has not been 
referred back entirely (or deemed to have been referred back in its 

entirety), to the Competition Authority of any EU Member State under 
Article 4(4) or Article 9 of the EU Regulation:   

I the European Commission having adopted a decision pursuant 

to Article 6(1)(a) of the EU Regulation declaring that neither 
the Scheme nor any part of it falls within the scope of the EU 
Regulation; or 

II the European Commission having adopted a decision pursuant 
to Article 6(1)(b) of the EU Regulation declaring the Scheme 
to be compatible with the common market, either 

unconditionally or subject to such conditions, obligations, 
undertakings or modifications as shall be reasonably 
acceptable to iSOFT and Bidder, or the period laid down by 

Article 10(1) of the EU Regulation having elapsed without an 
Article 6(1) decision having been taken; or 

F
or

 p
er

so
na

l u
se

 o
nl

y



101

A
91

 

  15 Scheme Implementation Agreement 

 

III the European Commission having adopted a decision pursuant 
to Article 8(1) or 8(2) of the EU Regulation declaring the 
Scheme to be compatible with the common market, either 

unconditionally or subject to such conditions, obligations, 
undertakings or modifications as shall be reasonably 
acceptable to iSOFT and Bidder, or the Scheme being deemed 

to be compatible with the common market under Article 10(6) 
of the EU Regulation, 

and if the Proposed Transaction has been referred back (or deemed to 
have been referred back) in part to the Competition Authority of any 
EU Member State under Article 4(4) or Article 9 of the EU 
Regulation, the European Commission having adopted a decision 
referred to in sub-paragraphs (I), (II) or (III) above in respect of any 
and all parts of the Scheme not so referred to a Competition Authority 
of a Member State; 

(B) in so far as the Scheme (or any part of it) falls within the jurisdiction 
of the Office of Fair Trading or the Secretary of State in the United 

Kingdom (including as a result of a referral under Article 4(4) or 
Article 9 of the EU Regulation) either: 

I it being indicated in terms reasonably satisfactory to iSOFT 

and Bidder that neither the Scheme nor any matter arising 
from it will be referred to the Competition Commission in the 
United Kingdom; or 

II following a reference of the Scheme or any matters arising 
from it to the Competition Commission, iSOFT and Bidder 
being reasonably satisfied that the Competition Commission 

will not take any action of the type specified in section 41(2) 
of the Enterprise Act 2002 in relation to the Scheme or any 
part of it, and that the Secretary of State has not and will not 

take any action of the type specified in section 55(2) or 
section 66(6) of the Enterprise Act 2002; and 

(C) in so far as it is necessary for the Scheme, in whole or in part, to be 

notified to the Competition Authority of any other jurisdiction, or to 
the extent that the European Commission refers (or is deemed to have 
referred) the Scheme in whole or in part to any such Competition 

Authority under Article 4(4) or Article 9 of the EU Regulation: 

I all consents and approvals of any such Competition Authority 
which are required to be obtained before the Scheme may be 

completed having been obtained either unconditionally or 
subject to such conditions, obligations, undertakings or 
modifications as shall be reasonably acceptable to iSOFT and 

Bidder; and 

II all applicable mandatory waiting periods in connection with 
any such filings, submissions or notification having expired or 

been terminated. F
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(iii) all consents, approvals and certificates required from ASIC and ASX by 
iSOFT that are necessary or reasonably desirable to implement the Scheme.   

(g) (No iSOFT Prescribed Event) No iSOFT Prescribed Event occurs between the date of 

this Agreement and 8.00 am on the Second Court Date. 

(h) (No Bidder Prescribed Event) No Bidder Prescribed Event occurs between the date of 
this Agreement and 8.00 am on the Second Court Date. 

(i) (No iSOFT Material Adverse Change) No iSOFT Material Adverse Change occurs 
between the date of this Agreement and 8.00 am on the Second Court Date. 

(j) (No Bidder Material Adverse Change) No Bidder Material Adverse Change occurs 

between the date of this Agreement and 8:00 am on the Second Court Date. 

(k) (No change of iSOFT Board recommendation) Between the date of this Agreement 
and iSOFT Shareholders voting on the Scheme at the Scheme Meeting, a Majority of 

the iSOFT Board do not change, qualify or withdraw their Recommendation. 

(l) (Independent Expert's report) The Independent Expert issues its report before the 
date on which the Scheme Booklet is provided to ASIC and the Independent Expert 

concludes that the Scheme is in the best interest of iSOFT Shareholders (and does not 
change that conclusion prior to 8.00am on the Second Court Date). 

(m) (Other Securities): by 8.00am on the Second Court Date, iSOFT has fulfilled all of its 

obligations under clause 14.1 and the iSOFT Board has passed all necessary 
resolutions (including under the EIP Rules) to ensure that the Performance Rights will 
vest, and that each holder of a Performance Right will be issued with an iSOFT Share 

in respect of each Performance Right held by them subject to and with effect from the 
Effective Date. 

(n) (No breach of material covenants) as at 8.00am on the Second Court Date, there has 

been no breach by iSOFT of its obligations under clause 6.8(f)(i) or clause 6.8(g).  

Option Scheme Conditions 

3.2 Subject to this clause 3, the Option Scheme will not become Effective and the obligations of 

the parties in relation to the Option Scheme (including the obligations of Bidder to pay the 
Option Scheme Consideration to Optionholders under the Option Scheme Deed Poll) do not 
become binding until each of the following Conditions is satisfied or waived in accordance 

with clauses 3.6 to 3.12: 

(a) (Scheme Effective) The Scheme becomes Effective. 

(b) (ASX waiver) ASX grants a waiver of any requirement under Listing Rule 6.23 in 

respect of the Option Scheme or iSOFT Shareholders give any necessary approvals 
under Listing Rule 6.23 in relation to the Option Scheme. 

(c) (Orders convening Option Scheme Meeting) The Court orders the convening of the 

Option Scheme Meeting under section 411(1) of the Corporations Act. 

(d) (Optionholder Approval) Optionholder Approval is obtained at the Option Scheme 
Meeting. 

(e) (Court approval of Option Scheme) The Court makes orders under section 411(4)(b) 
of the Corporations Act approving the Option Scheme either unconditionally or on 
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(iii) all consents, approvals and certificates required from ASIC and ASX by iSOFT that are necessary or reasonably desirable to implement the Scheme.   

(g) (No iSOFT Prescribed Event) No iSOFT Prescribed Event occurs between the date of this Agreement and 8.00 am on the Second Court Date. 

(h) (No Bidder Prescribed Event) No Bidder Prescribed Event occurs between the date of this Agreement and 8.00 am on the Second Court Date. 

(i) (No iSOFT Material Adverse Change) No iSOFT Material Adverse Change occurs between the date of this Agreement and 8.00 am on the Second Court Date. 

(j) (No Bidder Material Adverse Change) No Bidder Material Adverse Change occurs between the date of this Agreement and 8:00 am on the Second Court Date. 

(k) (No change of iSOFT Board recommendation) Between the date of this Agreement and iSOFT Shareholders voting on the Scheme at the Scheme Meeting, a Majority of the iSOFT Board do not change, qualify or withdraw their Recommendation. 

(l) (Independent Expert's report) The Independent Expert issues its report before the date on which the Scheme Booklet is provided to ASIC and the Independent Expert concludes that the Scheme is in the best interest of iSOFT Shareholders (and does not change that conclusion prior to 8.00am on the Second Court Date). 

(m) (Other Securities): by 8.00am on the Second Court Date, iSOFT has fulfilled all of its obligations under clause 14.1 and the iSOFT Board has passed all necessary resolutions (including under the EIP Rules) to ensure that the Performance Rights will vest, and that each holder of a Performance Right will be issued with an iSOFT Share in respect of each Performance Right held by them subject to and with effect from the Effective Date. 

(n) (No breach of material covenants) as at 8.00am on the Second Court Date, there has been no breach by iSOFT of its obligations under clause 6.8(f)(i) or clause 6.8(g).  

Option Scheme Conditions 

3.2 Subject to this clause 3, the Option Scheme will not become Effective and the obligations of the parties in relation to the Option Scheme (including the obligations of Bidder to pay the Option Scheme Consideration to Optionholders under the Option Scheme Deed Poll) do not become binding until each of the following Conditions is satisfied or waived in accordance with clauses 3.6 to 3.12: 

(a) (Scheme Effective) The Scheme becomes Effective. 

(b) (ASX waiver) ASX grants a waiver of any requirement under Listing Rule 6.23 in respect of the Option Scheme or iSOFT Shareholders give any necessary approvals under Listing Rule 6.23 in relation to the Option Scheme. 

(c) (Orders convening Option Scheme Meeting) The Court orders the convening of the Option Scheme Meeting under section 411(1) of the Corporations Act. 

(d) (Optionholder Approval) Optionholder Approval is obtained at the Option Scheme Meeting. 

(e) (Court approval of Option Scheme) The Court makes orders under section 411(4)(b) of the Corporations Act approving the Option Scheme either unconditionally or on 
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conditions that do not impose unduly onerous obligations on either party (acting 
reasonably) on the Second Court Date. 

(f) (Order lodged with ASIC) An office copy of the Court order approving the Option 

Scheme is lodged with ASIC as contemplated by section 411(10) of the Corporations 
Act on or before the Sunset Date. 

Reasonable endeavours 

3.3 Each of iSOFT and Bidder must use its reasonable endeavours to procure that. and Bidder 
must procure that its Related Bodies Corporate use their reasonable endeavours to procure 
that: 

(a) each of the Conditions is satisfied as expeditiously as possible and in any event on or 
before the Sunset Date and continues to be satisfied at all times until the last time it is 
required to be satisfied (as the case may require), including providing all reasonable 

assistance to the other party which is necessary to satisfy such Conditions; and 

(b) there is no occurrence within the control of iSOFT or Bidder (as the context requires) 
or their Subsidiaries that would prevent the Conditions from being satisfied. 

3.4 Without limiting clause 3.3, iSOFT or Bidder (as the context requires) must: 

(a) promptly apply for all relevant Regulatory Consents and provide the other party with a 
copy of all those applications; 

(b) take all the steps for which it is responsible as part of the Regulatory Consent process, 
including responding to requests for information at the earliest practicable time;  

(c) provide the other party with all information reasonably requested in connection with 

the applications for Regulatory Consents.  Where the information is confidential or 
commercially sensitive to the party, it may provide the information directly to the 
relevant Government Agency; and 

(d) use reasonable endeavours to consult with the other party in advance in relation to all 
material communications with any Government Agency relating to any Regulatory 
Consent and, so far as it is able, allow the other party and its Representatives the 

opportunity to be present at any meetings with any Government Agency. 

Share splitting 

3.5 If the Scheme is not approved by iSOFT Shareholders at the Scheme Meeting by reason only 

of the non-satisfaction of the Headcount Test and iSOFT considers (acting reasonably) that 
Share Splitting or some other abusive or improper conduct may have caused or contributed to 
the Headcount Test not having been satisfied, then iSOFT must: 

(a) apply for an order of the Court of the type contemplated by section 411(4)(a)(ii)(A) of 
the Corporations Act to disregard the Headcount Test and seek Court approval of the 
Scheme under section 411(4)(b) of the Corporations Act, notwithstanding that the 

Headcount Test has not been satisfied; and 

(b) make such submissions to the Court and file such evidence as counsel engaged by 
iSOFT to represent it in Court proceedings related to the Scheme, in consultation with 

Bidder, considers is reasonably required to seek to persuade the Court to exercise its 
discretion under section 411(4)(a)(ii)(A) of the Corporations Act by making an order 
to disregard the Headcount Test. 

F
or

 p
er

so
na

l u
se

 o
nl

y



Annexure A: Scheme Implementation Agreement

94

iSOFT Group Limited Scheme Booklet

 

  18 Scheme Implementation Agreement 

 

Waiver of Conditions 

3.6 The Conditions in clauses 3.1(e) and (f) are for the joint benefit of iSOFT and Bidder and may 
only be waived jointly by them. 

3.7 The Conditions in clauses 3.1(h), (j) and (l) are for the sole benefit of iSOFT and may only be 
waived by iSOFT. 

3.8 The Conditions in clauses 3.1(g), (i), (k), (m) and (n) are for the sole benefit of Bidder and 

may only be waived by Bidder. 

3.9 The Conditions in clauses 3.1(a), (b), (c), and (d) and clause 3.2 cannot be waived. 

3.10 Any waiver of the Conditions in clause 3.1 (if permitted) must take place prior to 8.00 am on 

the Second Court Date to be effective. 

3.11 Subject to clause 3.12, a waiver of any Condition precludes the party who has the benefit of 
the Condition from suing the other party for any breach of this Agreement that resulted from 

any breach or non-fulfilment of the Condition. 

3.12 A party entitled to waive a Condition under this clause 3 may do so in its absolute discretion.  
If the party who has the benefit of a Condition waives a breach or non-fulfilment of the 

Condition on one or more terms, and the other party agrees to those terms, then those terms 
will apply notwithstanding any inconsistency with clause 3.10. If the other party does not 
agree to the terms of any waiver, the relevant Condition will not be waived 

Failure of Condition 

3.13 Subject to clauses 6.4 and 3.15, if a Condition in clause 3.1: 

(a) is not satisfied or (where capable of waiver) waived by the date specified for its 

satisfaction; or 

(b) becomes incapable of being satisfied by the date specified for its satisfaction and is not 
waived, 

and neither of the following has occurred: 

(c) the Independent Expert has opined to the effect that the Scheme is not in the best 
interest of iSOFT Shareholders; or 

(d) a Superior Proposal has been received,  

then iSOFT and Bidder must consult in good faith with a view to determining whether: 

(e) the Scheme and/or Option Scheme may proceed by way of alternative means or 

methods;  

(f) to extend the relevant time or date for satisfaction of the Conditions in clause 3.1; 

(g) to change the date of the application to be made to the Court for orders under section 

411(4)(b) of the Corporations Act approving the Scheme and/or Option Scheme or 
adjourning that application (as applicable) to another date agreed by iSOFT and 
Bidder; or 

(h) to extend the Sunset Date. F
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3.14 If iSOFT and Bidder are unable to reach agreement under clause 3.13 within five Business 
Days of the date on which they both become aware that a Condition in clause 3.1 is not 
satisfied or has become incapable of being satisfied (or, if earlier, by 8.00 am on the Second 

Court Date), or the parties are not required in the circumstances to consult under clause 3.13, 
then unless the relevant Condition in clause 3.1 is waived (and subject to clause 3.15): 

(a) the party entitled to the benefit of that Condition in clause 3.1; or  

(b) either iSOFT or Bidder in the case of a Condition in clause 3.1 which is for the benefit 
of both of them jointly,  

may terminate this Agreement at any time prior to 8.00 am on the Second Court Date with 

immediate effect by written notice to the other party. 

3.15 A party may not terminate this Agreement under clause 3.14 if the relevant Condition has not 
been satisfied, or is incapable of being satisfied, or there is an occurrence that will prevent the 

relevant Condition being satisfied by the date specified in this Agreement for its satisfaction, 
as a result of a breach of this Agreement by an act or omission of that party or its Related 
Bodies Corporate, which either alone or together with other circumstances, prevents that 

Condition being satisfied or capable of being satisfied. 

3.16 Subject to the rights of the parties under clauses 7.7, 10 and 11 of this Agreement, following 
any termination under clause 3.14 no party will have any liability to the other parties in respect 

of this Agreement, other than in respect of a breach of this Agreement occurring prior to that 
termination. 

Notice of changes 

3.17 iSOFT must promptly notify Bidder, and Bidder must promptly notify iSOFT, after it becomes 
aware that any Condition has been satisfied, has become incapable of being satisfied or is not 
reasonably capable of being satisfied (having regard to the respective obligations of each party 

under clauses 3.3 and 3.4). Without limiting the obligations of the parties under the preceding 
sentence, the Bidder must keep iSOFT informed of all progress regarding the satisfaction of 
the Condition in clause 3.1(f)(ii) and must promptly notify iSOFT as soon as it becomes aware 

that that Condition has been satisfied or is unlikely to be satisfied in sufficient time as to allow 
Implementation prior to the Sunset Date. In such event iSOFT may terminate this Agreement 
with immediate effect by written notice to Bidder.   

3.18 Upon receipt of notice given under clause 3.17, iSOFT or Bidder, as applicable, must give 
notice to the notifying party as soon as practicable as to whether or not it waives the breach or 
non-fulfilment of any Condition which has become incapable of being satisfied. 

3.19 iSOFT must promptly notify Bidder, and Bidder must promptly notify iSOFT, of any change, 
matter, event or circumstance causing, or which so far as can reasonably be foreseen, would 
cause: 

(a) a representation or warranty in this Agreement to be breached; or 

(b) a material breach of this Agreement,  

and must provide Bidder or iSOFT (as applicable) with reasonable details of the relevant 

breach. 

Certificates 

3.20 On the Second Court Date: 
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(a) Bidder and iSOFT will provide a joint certificate to the Court confirming whether or 
not the Conditions set out in clauses 3.1(e) and (f) have been satisfied or waived in 
accordance with the terms of this Agreement; 

(b) iSOFT will provide a certificate to the Court confirming whether or not the Conditions 
set out in clauses 3.1(a), (b), (g), (i), (k), (l), (m) and (n) relating to the Scheme and 
clause 3.2 relating to the Option Scheme have been satisfied or waived in accordance 

with the terms of this Agreement; and 

(c) Bidder will provide a certificate to the Court confirming whether or not the Conditions 
set out in clauses 3.1(h) and (j) have been satisfied or waived in accordance with the 

terms of this Agreement.  

iSOFT Material Adverse Change Condition 

3.21 For the avoidance of doubt, if the Bidder asserts that an iSOFT Material Adverse Change has 

occurred, iSOFT shall have the burden of proving that any of the matters in paragraph (d) to 
(i) of the definition of iSOFT Material Adverse Change prevents the occurrence of, or 
prevents Bidder from asserting that there has been, an iSOFT Material Adverse Change. 

4 Scheme of Arrangement 

Scheme 

4.1 iSOFT will propose a scheme of arrangement under which, subject to the Scheme becoming 
Effective, all of the Scheme Shares will be transferred to Bidder. 

4.2 If the Court does not make orders on the First Court Date to convene the Option Scheme 
Meeting due to concerns it has regarding the Option Scheme and those concerns cannot be 
addressed by iSOFT without materially affecting the Timetable, iSOFT will discuss with the 

Bidder in good faith the most expedient way to proceed with the Option Scheme and if the 
parties cannot reach agreement within 2 Business Days of such discussions commencing (or 
such shorter period as the Court may allow on the First Court Date so that the Timetable is not 

materially affected), iSOFT may, to the extent that the Court makes orders to convene the 
Scheme Meeting on the First Court Date or on a subsequent date, implement only the Scheme 
and the Bidder Group will have no grounds for objecting (and will not object) to the 

implementation of the Scheme. 

4.3 If the circumstances described in clause 4.2 occur, iSOFT will use its reasonable endeavours 
to work in good faith with the Bidder to seek to enter into agreements with as many 

Optionholders as possible, prior to the Implementation Date, whereby their Options will be 
cancelled in return for consideration paid by the Bidder.  

Scheme Consideration 

4.4 In consideration of the Scheme Shareholders transferring their Scheme Shares to Bidder at 
Completion, Bidder covenants in iSOFT’s favour (in its own right and separately as trustee for 
each of the iSOFT Shareholders) that Bidder will, on the Implementation Date and 

contemporaneously with the transfer of the Scheme Shares to Bidder, pay to each Scheme 
Shareholder the Scheme Consideration in accordance with the Scheme and the Deed Poll. 

Option Scheme Consideration 

4.5 iSOFT will propose a scheme of arrangement under which, subject to the Scheme and Option 
Scheme becoming Effective, all of the Scheme Options will be cancelled. 
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4.6 In consideration of the Scheme Optionholders having their Scheme Options cancelled at 
Completion, Bidder covenants in iSOFT’s favour (in its own right and separately as trustee for 
each of the Scheme Optionholders) that Bidder will, on the Implementation Date and 

contemporaneously with the cancellation of the Scheme Options, pay to each Scheme 
Optionholder the Option Scheme Consideration in accordance with the Option Scheme and the 
Option Scheme Deed Poll. 

4.7 The parties acknowledge that iSOFT may be regarded as having more than one class of 
Optionholders such that iSOFT may be required (and is expressly permitted) to propose more 
than one Option Scheme in order for all of the Scheme Options to be cancelled and in that 

event:  

(a) iSOFT will proceed to implement each Option Scheme in accordance with the terms 
of this Agreement; and  

(b) all references in this Agreement to the Option Scheme will be interpreted as a 
reference to the each Option Scheme.  

4.8 iSOFT is, after having taken advice from its legal counsel, solely responsible for determining 

whether it has one or more classes of Optionholders and the Bidder Group will have no 
grounds for objecting (and will not object) to any determination of the classes of 
Optionholders as determined by iSOFT.  

Deed Poll and Option Scheme Deed Poll 

4.9 Bidder covenants in favour of iSOFT (in its own right and separately as trustee for each of the 
iSOFT Shareholders and Optionholders) to execute and deliver prior to the First Court Date 

and (subject to its terms) perform the Deed Poll and Option Scheme Deed Poll. 
 

5 Co-operation 

Giving effect to Scheme and Option Scheme 

5.1 Each party must use its reasonable endeavours to give effect to the Scheme and Option 
Scheme and must execute all documents and do all acts and things as may be necessary or 
desirable for the Implementation of the Scheme and Option Scheme substantially in 

accordance with the Timetable, subject to compliance with their respective obligations, 
powers and duties under this Agreement, their constituent documents and all applicable laws 
and the proper performance by the directors of each of iSOFT and Bidder of their fiduciary 

duties. 

Scheme Booklet 

5.2 iSOFT and Bidder must each use all reasonable endeavours and utilise all reasonable 

resources (including management, shareholder, marketing and corporate relations resources, as 
well as the resources of external advisers) to produce the Scheme Booklet as soon as 
reasonably practicable, and substantially in accordance with the Timetable, subject to 

compliance with their respective obligations, powers and duties under this Agreement.   F
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6 Implementation 

iSOFT’s obligations 

6.1 iSOFT must take all reasonably necessary steps to propose, implement and complete the 
Scheme and Option Scheme in accordance with all necessary laws and regulations as soon as 

is reasonably practicable and substantially in accordance with the Timetable, including doing 
anything required on behalf of iSOFT Shareholders or Optionholders which iSOFT is 
authorised to do.  This includes: 

(a) (Scheme Booklet) Preparing the Scheme Booklet and dispatching the Scheme Booklet 
to iSOFT Shareholders and Optionholders (as applicable).  The Scheme Booklet must: 

(i) include: 

(A) the Scheme and Option Scheme; 

(B) a notice of the Scheme Meeting, a notice of the Option Scheme 
Meeting and any other notice of meeting in respect of any resolution 

necessary or expedient to give effect to the Scheme and Option 
Scheme and proxy forms; 

(C) an explanatory statement in relation to the Scheme and Option 

Scheme issued under section 412 of the Corporations Act and 
registered by ASIC; 

(D) a copy of the Independent Expert’s report, a copy of this Agreement 

(without the schedules or annexures) and a copy of the executed Deed 
Poll and Option Scheme Deed Poll; and 

(E) a statement that each iSOFT Director (other than Robert Moran and 

Ian Tsicalas, being the iSOFT Directors nominated by Oceania Capital 
Partners Limited or any of its Related Bodies Corporate) recommends 
that iSOFT Shareholders and Optionholders vote in favour of the 

Share Scheme and the Option Scheme (as applicable) in the absence 
of a Superior Proposal; and 

(ii) comply with all applicable laws, including the Corporations Act, applicable 

ASIC guidance and policies (including Regulatory Guide 60) and the Listing 
Rules. 

(b) (Consultation) Providing Bidder with drafts of the Scheme Booklet, consulting with 

Bidder and giving Bidder and its Representatives a reasonable opportunity to provide 
input about the content and presentation of the Scheme Booklet, considering, in good 
faith, all reasonable comments made by the Bidder when producing a revised draft of 

the Scheme Booklet, and obtaining Bidder's consent to include the Bidder Scheme 
Information that is proposed to be included in the Scheme Booklet in the form and 
context in which it appears. 

(c) (Access to information) During the Exclusivity Period and subject to obtaining the 
consent of the iSOFT nominees on the Integration Committee, providing Bidder and 
its Representatives with reasonable access during normal business hours and within a 

reasonable time of a request by Bidder, to the iSOFT Group’s senior executives and 
directors, offices, properties and other facilities and information concerning the iSOFT 
Group for the purpose of implementing the Scheme; 
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(d) (Information for regulatory filings) Providing Bidder and its Representatives with all 
information about iSOFT and its Subsidiaries that Bidder or its Representatives 
reasonably require to prepare the necessary documentation for obtaining any 

Regulatory Consents.  

(e) (Engage the Independent Expert) Engaging the Independent Expert to prepare and 
provide its report for inclusion in the Scheme Booklet, and providing all reasonable 

assistance and information to the Independent Expert to enable it to do so. 

(f) (Approval of draft for ASIC) As soon as practicable after the preparation of an 
advanced draft of the Scheme Booklet suitable for review by ASIC, procuring that a 

meeting of the iSOFT Board, or of a committee of the iSOFT Board appointed for this 
purpose, is convened to consider, and if thought fit, approve, that draft as being in a 
form appropriate for provision to ASIC for review. 

(g) (Liaison with ASIC) As soon as practicable after the date of this Agreement, 
providing an advanced draft of the Scheme Booklet, in a form approved in accordance 
with clause 6.1(f), to ASIC for review and approval for the purposes of section 411(2) 

of the Corporations Act and: 

(i) liaising with ASIC during the period of ASIC’s consideration of that draft of 
the Scheme Booklet; and 

(ii) keeping Bidder reasonably informed of any material matters raised by ASIC 
in relation to the Scheme Booklet, and using all reasonable endeavours in co-
operation with Bidder to resolve any such matters. 

(h) (Approval of Scheme Booklet) As soon as practicable after the conclusion of the 
review by ASIC of the Scheme Booklet, procuring that a meeting of the iSOFT Board, 
or of a committee of the iSOFT Board appointed for this purpose, is convened to 

consider, and if thought fit, approve, the Scheme Booklet for dispatch to iSOFT 
Shareholders and Optionholders (as applicable), subject to the approval of the Court. 

(i) (Registration) Requesting ASIC to register the explanatory statement included in the 

Scheme Booklet in relation to the Scheme and Option Scheme in accordance with 
section 412(6) of the Corporations Act. 

(j) (Section 411(17)(b) statement) Applying to ASIC for a statement under section 

411(17)(b) of the Corporations Act that ASIC has no objection to the Scheme and 
Option Scheme.   

(k) (Engage suitable counsel) Engaging suitable counsel to represent iSOFT in all Court 

proceedings related to the Scheme and Option Scheme. 

(l) (Regulatory notifications) Lodging with each Government Agency within the relevant 
time periods all necessary documentation and filings in relation to the Scheme and 

Option Scheme and the transactions contemplated by this Agreement. 

(m) (Court direction) Applying to the Court for orders under section 411(1) of the 

Corporations Act directing iSOFT to convene the Scheme Meeting and Option 

Scheme Meeting. 

(n) (Meetings) Taking all reasonable steps necessary to comply with the orders of the 
Court, including dispatching the Scheme Booklet to iSOFT Shareholders and 

Optionholders and convening and holding the Scheme Meeting and the Option 
Scheme Meeting. 
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(o) (iSOFT Scheme Information) Taking all reasonable steps to ensure that the iSOFT 
Scheme Information is not false, misleading or deceptive in any material respect 
(whether by omission or otherwise) as at the Dispatch Date. 

(p) (iSOFT new information) Providing to iSOFT Shareholders and Optionholders (as 
applicable) any further or new information which arises after the Dispatch Date and 
prior to the Scheme Meeting or Option Scheme Meeting which is necessary to ensure 

that the information contained in the Scheme Booklet is not false, misleading or 
deceptive in any material respect (whether by omission or otherwise). 

(q) (Court approval of Scheme) If iSOFT Shareholder Approval is obtained at the 

Scheme Meeting and, if necessary, Bidder and iSOFT agree on the Business Day 
immediately following the Scheme Meeting that it can be reasonably expected that all 
of the Conditions (other than the Conditions in clauses 3.1(c) and 3.1(d)) will be 

satisfied or waived on or prior to 8.00 am on the proposed Second Court Date, 
applying (and, to the extent necessary, re-applying) to the Court for orders approving 
the Scheme. 

(r) (Court approval of Option Scheme) If Optionholder Approval is obtained at the 
Option Scheme Meeting and, if necessary, Bidder and iSOFT agree on the Business 
Day immediately following the Option Scheme Meeting that it can be reasonably 

expected that all of the Conditions (other than the Conditions in clauses 3.2(e) and 
3.2(f)) will be satisfied or waived on or prior to 8.00 am on the proposed Second Court 
Date, applying (and, to the extent necessary, re-applying) to the Court for orders 

approving the Option Scheme. 

(s) (Lodge copy of Court order) Lodging an office copy of the Court order approving the 
Scheme and the Option Scheme (if made) with ASIC no later than 10.00 am on the 

next Business Day after the order is made. 

(t) (Registration) If the Scheme and/or Option Scheme becomes Effective, executing (as 
required) proper instruments of transfer of, and effecting and entering in: 

(i) the Register the transfer of, the Scheme Shares to Bidder under the Scheme on 
the Implementation Date; and 

(ii) the Option Register the cancellation of, the Scheme Options under the Option 

Scheme on the Implementation Date. 

(u) (Register information) Providing Bidder and its share registry with all information 
necessary, or reasonably requested, in order to assist Bidder to pay the Scheme 

Consideration and the Option Scheme Consideration. 

(v) (Employee consultation) Using reasonable endeavours to consult with employees of 
the iSOFT Group in those jurisdictions in which applicable legislation imposes such 

an obligation on the iSOFT Group.   

(w) (Communications with customers) In the period beginning on the date of this 
Agreement and ending at 8.00am on the Second Court Date, iSOFT must promptly 

inform Bidder of the outcome of any communications between any member of the 
iSOFT Group and its customers with whom it has contracts at the date of this 
Agreement (or potential customers to whom it has made a proposal to provide services 

at the date of this Agreement) where such customers or potential customers have 
indicated or communicated their intention to terminate or not renew their contracts 
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with any member of the iSOFT Group (or not to enter into a contract with any member 
of the iSOFT Group). 

Bidder's obligations 

6.2 Bidder must take all reasonably necessary steps to implement the Scheme and the Option 
Scheme in accordance with all necessary laws and regulations as soon as is reasonably 
practicable and substantially in accordance with the Timetable.  This includes: 

(a) (Deed Poll and Option Scheme Deed Poll) Executing the Deed Poll and Option 
Scheme Deed Poll as soon as practicable on or before the First Court Date before the 
Scheme Booklet is dispatched to iSOFT Shareholders and Optionholders (as 

applicable). 

(b) (Bidder Scheme Information) Preparing and providing to iSOFT, in a form 
appropriate for inclusion in the Scheme Booklet, the Bidder Scheme Information that 

is proposed to be included the Scheme Booklet. 

(c) (Independent Expert's report) Providing all reasonable assistance and information to 
the Independent Expert in connection with the preparation of its report for inclusion in 

the Scheme Booklet. 

(d) (Representation) Procuring that it is represented by counsel at the Court hearings 
convened for the purposes of sections 411(1) and 411(4)(b) of the Corporations Act in 

relation to the Scheme and the Option Scheme, at which, through its counsel, Bidder 
will undertake (if requested by the Court) to do all things and take all steps within its 
power that may be necessary to ensure the fulfilment of its obligations under the 

Scheme and the Option Scheme, and, to the extent that leave of the Court is required 
for Bidder to be represented at those Court hearings, apply for that leave. 

(e) (Review of Scheme Booklet) As soon as reasonably practicable after delivery, 

reviewing the drafts of the Scheme Booklet prepared by iSOFT and providing 
comments on those drafts in good faith. 

(f) (Approval of draft for ASIC) As soon as reasonably practicable after the preparation 

of an advanced draft of the Scheme Booklet suitable for review by ASIC, procuring 
that a meeting of the appropriate decision-making body of Bidder is held to consider 
approving those sections of the draft that relate to Bidder as being in a form 

appropriate for provision to ASIC for review. 

(g) (Approval of Scheme Booklet) As soon as reasonably practicable after the conclusion 
of the review by ASIC of the Scheme Booklet, procuring that a meeting of the 

appropriate decision-making body of Bidder is held to consider approving those 
sections of the Scheme Booklet that relate to Bidder as being in a form appropriate for 
despatch to iSOFT Shareholders and Optionholders, subject to approval of the Court. 

(h) (Accuracy of Bidder Scheme Information) Before the Dispatch Date, confirming to 
iSOFT the accuracy of the Bidder Scheme Information contained in the Scheme 
Booklet, and consenting to the inclusion of that information in the form and context in 

which it appears in the Scheme Booklet, in each case subject to Bidder being 
reasonably satisfied as to those matters. 

(i) (Bidder Scheme Information) Taking all reasonable steps to ensure that the Bidder 

Scheme Information is not false, misleading or deceptive in any material respect 
(whether by omission or otherwise) as at the Dispatch Date.  
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(j) (Bidder new information) Providing to iSOFT any further or new information about 
Bidder which arises after the Dispatch Date and prior to the Scheme Meeting which is 
necessary or reasonably required by iSOFT to ensure that the Bidder Scheme 

Information included in the Scheme Booklet is not false, misleading or deceptive in 
any material respect (whether by omission or otherwise). 

(k) (Scheme Consideration) If the Scheme becomes Effective, paying the Scheme 

Consideration in accordance with clause 4.4 on the Implementation Date. 

(l) (Option Scheme Consideration) If the Option Scheme becomes Effective, paying the 
Option Scheme Consideration in accordance with clause 4.6 on the Implementation 

Date. 

(m) (Regulatory notifications) Without limiting any obligation of Bidder under any other 
provision of this Agreement, lodging with each Government Agency within the 

relevant time periods all necessary documentation and filings required by law to be 
lodged by Bidder in relation to the Scheme and the transactions contemplated by this 
Agreement. 

(n) (Reasonable assistance) Without limiting any obligation of Bidder under any other 
provision of this Agreement, providing any assistance or information reasonably 
requested by iSOFT in relation to the Scheme and Option Scheme.  

Timetable 

6.3 Each of iSOFT and Bidder must use their reasonable endeavours to perform its obligations 
(and procure its Representatives to assist in that performance) substantially in accordance with 

the Timetable. 

Conduct of appeals 

6.4 If the Court refuses to grant an order convening the Scheme Meeting or the Option Scheme 

Meeting or approving the Scheme or the Option Scheme, then iSOFT and Bidder must consult 
with each other in good faith as to whether to appeal the Court's decision.  If, in the opinion of 
senior counsel obtained by either party within 5 Business Days of the Court's decision, there 

are reasonable prospects of successfully appealing the Court's decision then iSOFT must 
appeal the Court's decision, the cost of which is to be borne equally by iSOFT and Bidder.  

iSOFT Board Recommendation 

6.5 Subject to clauses 6.6 and 6.7, the iSOFT Board must: 

(a) unanimously recommend (in iSOFT's public announcements and the Scheme Booklet) 
that iSOFT Shareholders and Optionholders vote in favour of the Scheme and Option 

Scheme respectively, including that each iSOFT Director states (in iSOFT's public 
announcements and the Scheme Booklet) that he or she intends to vote all iSOFT 
Shares or Options held or controlled by him or her in favour of the Scheme and/or 

Option Scheme (qualified only by the words to the effect of "in the absence of a 
superior proposal" and, other than after the Independent Expert issues their report, 
"subject to the Independent Expert opining at all times prior to the Second Court Date 

that the Scheme and the Option Scheme is in the best interest of iSOFT Shareholders 
and Optionholders"); and 

(b) not subsequently change or withdraw its recommendation or his/her statement. 

6.6 Clause 6.5 will cease to apply in either of the following circumstances: 
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(a) the Independent Expert opines either prior to the despatch of the Scheme Booklet or 
prior to the Scheme Meeting to the effect that the Scheme or the Option Scheme is not 
in the best interest of iSOFT Shareholders or Optionholders; or 

(b) a Superior Proposal is publicly announced. 

6.7 The iSOFT Board need not give the recommendation set out in clause 6.5(a) where each of the 
following occurs: 

(a) ASIC requests that iSOFT Directors nominated by Oceania Capital Partners Limited 
or any of its Related Bodies Corporate do not provide such recommendation (and each 
party acknowledges that ASIC has requested this in its letter to iSOFT dated 17 May 

2011 and in a meeting discussion between representatives of ASIC and iSOFT’s legal 
advisers on 7 June 2011); 

(b) Robert Moran and Ian Tsicalas are the only iSOFT Directors who do not provide such 

recommendation; 

(c) the explanation included in the Scheme Booklet and in any public announcements by 
iSOFT as to why the iSOFT Directors nominated by Oceania Capital Partners Limited 

or any of its Related Bodies Corporate (namely Robert Moran and Ian Tsicalas) are 
not providing such recommendation is materially in the form set out below or in a 
form approved by Bidder in writing:  

" Due to the arrangements relating to the Convertible Notes in iSOFT  held by 
OCP which involve the Convertible Notes being redeemed at their face value 
which is greater than their market value as ascertained by the Independent 

Expert, the OCP nominees to the iSOFT Board (namely Robert Moran and Ian 
Tsicalas) have refrained from making a recommendation to iSOFT 
Securityholders so as to avoid any perception of a conflict of interest." 

For the avoidance of doubt, each party acknowledges that Bidder has approved the 
form of the explanation included in the draft Scheme Booklet provided to ASIC on 8 
June 2011 

(d) each iSOFT Director (other than Robert Moran and Ian Tsicalas) recommends (and 
does not change, qualify or withdraw such recommendation) that iSOFT Shareholders 
and Optionholders vote in favour of the Share Scheme and the Option Scheme (as 

applicable) in the absence of a Superior Proposal and such recommendation is 
included in the Scheme Booklet. 

Conduct of business 

6.8 During the Exclusivity Period, iSOFT must, and must ensure that its Subsidiaries, conduct 
their businesses in the ordinary and proper course of business and on usual commercial terms. 

6.9 Without limiting clause 6.7, during the Exclusivity Period, iSOFT must, and must procure that 

each of its Subsidiaries: 

(a) use reasonable endeavours to preserve its relationships with customers, suppliers, 
licensors, licensees and joint venturers and others with whom it has business dealings; 

(b) use reasonable endeavours to retain all directors and senior managers of the iSOFT 
Group holding such positions on the date of this Agreement;  F
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(c) use reasonable endeavours to maintain its assets in good working order as is 
reasonably necessary to operate all material aspects of its business; 

(d) use reasonable endeavours to maintain and have in place, insurance over its assets and 

business to at least the same extent as that in place at the date of this Agreement;  

(e) use reasonable endeavours to comply in all material respects with all material 
contracts to which a member of the iSOFT Group is a party and with all material laws, 

authorisations and licences applicable to each member of the iSOFT Group;  

(f) subject to clause 6.10, not: 

(i) incur any additional financial indebtedness (except for draw-downs under the 

Existing Financing Facilities) or guarantee or indemnify the obligations of any 
person other than a member of the iSOFT Group in respect of obligations 
owed to another member of the iSOFT Group; 

(ii) except as required by law or as provided in an existing contract in place as at 
the date of this Agreement, make any material change to the terms of 
employment of (including increasing the remuneration or compensation of), or 

grant or pay any bonus, retention, severance or termination payment to, any 
Senior Manager;  

(iii) except as required by law or otherwise to the extent commercially necessary 

pursuant to contractual arrangements in effect on the date of this Agreement, 
enter into any enterprise bargaining agreement or similar collective 
employment agreement; 

(iv) undertake or agree to undertake capital expenditure in excess of $3 million in 
aggregate in respect of the iSOFT Group and in excess of $1 million in 
relation to any individual capital expenditure (although nothing in this 

paragraph restricts expenditure on software development consistent with the 
iSOFT Group's current software development program); 

(v) enter into any contract or commitment involving annual expenditure in excess 

of $2.5 million, other than in the ordinary course of conducting the businesses 
of the iSOFT Group; 

(vi) acquire or dispose of any business, asset, entity or undertaking, the value of 

which exceeds $1 million, individually or $3 million when aggregated with all 
such businesses, entities or undertakings, other than in the ordinary course of 
conducting the businesses of the iSOFT Group; 

(vii) pay a Senior Manager a termination payment, other than as provided for in an 
existing employment contract in place as at the date of this Agreement; or 

(viii) (except as required by law or by this Agreement) agree to do or announce and 

intention to do any of the things referred to in this clause 6.8(f)(i) through 
6.8(f)(vii);  

(g) subject to clause 6.10, not: 

(i) in relation to money borrowed or raised by the iSOFT Group from, and debit 
balances of the iSOFT Group with, any bank or other financial institution, 
increase the levels of those borrowings or debit balances from their levels as at 

the date of this Agreement (as disclosed in the iSOFT Due Diligence 
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Information) provided that this sub-clause (i) does not prevent the drawing of 
available amounts under the Existing Financing Facilities up to their limits as 
at the date of this Agreement (as disclosed in the iSOFT Due Diligence 

Information); 

(ii) vary or amend the terms of the Existing Financing Facilities which has the 
effect of increasing the level of those borrowings; 

(iii) guarantee, indemnify or provide security for the obligations of any person 
other than a member of the iSOFT Group in respect of obligations owed to 
another member of the iSOFT Group; or 

(iv) exceed current bank borrowing or cash reserve limitations;  

(h) not enter into or agree to enter into or vary any material terms of any joint venture, 
partnership or similar arrangements; and  

(i) not take any action which would be reasonably expected to give rise to an iSOFT 
Prescribed Event. 

6.10 Except for the restrictions imposed in clauses 6.9(f)(i) and 6.9(g) which shall apply unless the 

conduct is approved by the Bidder in writing, any restriction on conduct which is imposed in 
clause 6.8 does not apply to the extent that: 

(a) the conduct is undertaken by a member of the iSOFT Group in conducting its 

businesses in the ordinary course of business;  

(b) the conduct is required or otherwise elected (acting reasonably) to be undertaken by 
iSOFT or its Subsidiary (as the case may be) in connection with: 

(i) the Scheme; 

(ii) the Option Scheme; 

(iii) the Deed Poll;  

(iv) the Option Scheme Deed Poll;  

(v) this Agreement;   

(including with respect to the Performance Rights, Warrants and Convertible Notes in 

accordance with clause 14); or 

(c) the conduct is approved by Bidder (which approval must not be unreasonably withheld 
or delayed). 

6.11 Subject to clause 6.11, if the Scheme does not become Effective by 15 June 2011 and iSOFT 
anticipates that it will require additional funding (having regard to the amounts available to be 
drawn down under the Facilities Agreement), iSOFT will give Bidder Parent 5 Business Days 

written notice that it will require Bidder Parent to provide funding under this clause.  On 
receipt of the notice from iSOFT, Bidder Parent will, subject to (i) iSOFT not having breached 
its obligations under clauses 6.9(f)(i) and 6.9(g); (ii) all of the other Conditions having been 

satisfied in each case as at 15 July 2011 or (in the opinion of the Bidder Parent acting 
reasonably) being capable of being satisfied by the Sunset Date; and (iii) iSOFT having first 
drawn down the full amount permitted under the Facilities Agreement, provide funding to, or 

arrange funding on behalf of, iSOFT for the period up to the Implementation Date (such 
funding to be advanced on a weekly basis and up to a maximum aggregate amount of $5 
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million on commercially reasonable terms to be agreed between Bidder Parent and iSOFT 
acting in good faith and which funding is to have a maturity date that exceeds the maturity 
date under the Facilities Agreement and be subordinate to the Facilities Agreement, but rank 

ahead of all other unsecured debt of iSOFT, including the Convertible Notes.  For the 
avoidance of doubt, any funding provided by Bidder Parent under this clause will not cause 
iSOFT to be in breach of its obligations under clauses 6.9(f)(i) or 6.9(g). 

6.12 Subject to the Bidder Parent providing its consent in writing, the Lenders will have the right 
(but not the obligation) to provide the required funding to iSOFT, as an alternative to the 
Bidder Parent funding, on terms no more onerous than those offered by Bidder Parent.  

Integration committee 

6.13 The parties must work together in good faith:  

(a) from the date of this Agreement up to and including the Implementation Date, to 

obtain the regulatory approval referred in clause 3.1(f)(ii) and monitor any customers 
of iSOFT Group which cancel existing contracts or no longer wish to conduct business 
with the iSOFT Group, in each case principally as a result of the announcement of the 

Proposed Transaction; 

(b) from the date of receipt of the Independent Expert's report (provided that report 
concludes that, in the opinion of the Independent Expert, the Scheme is in the best 

interests of iSOFT Shareholders (subject to receipt of a Superior Proposal)) up to and 
including the Implementation Date, to commence planning for the merger and 
integration of iSOFT and Bidder following the Implementation Date, including 

meetings and planning sessions to prepare the iSOFT Group for a transition of its 
accounting reporting standards to GAAP so as to be consistent with that of the Bidder 
Group after the Implementation Date. 

6.14 As soon as practicable after the date of this Agreement, Bidder and iSOFT must establish an 
operational committee, comprising equal numbers of nominees of Bidder and iSOFT 
nominees (not exceeding 3 each) for the purposes of the parties satisfying their respective 

obligations under clause 6.13. 

6.15 The Integration Committee will meet weekly in person or by telephone. 

6.16 Subject to clause 6.13(b), the Integration Committee will be provided with: 

(a) to the extent the iSOFT nominees on the Integration Committee have first provided 
their consent, reasonable access during normal business hours to iSOFT’s 
management level employees, offices and properties; and  

(b) the monthly management accounts and monthly operations reports of the members of 
the iSOFT Group within 3 Business Days of the date on which each such report is 
provided to the iSOFT Board and all such information as is provided by the iSOFT 

Group to the Lenders at the same time and with the same frequency as such 
information is provided to the Lenders,  

provided that nothing in this clause 6.16 obliges iSOFT to provide to the Bidder nominees on 

the Integration Committee any information: 

(c) concerning the iSOFT Board’s consideration of any matters relating to or in 
connection with the Scheme, the Option Scheme, this Agreement or a Competing 

Proposal; or  
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(d) which would breach an obligation of confidentiality to any person or any applicable 
privacy laws; 

(e) (except for the information in clause 6.16(b), which can only be withheld on the 

grounds of legal professional privilege, if applicable) which the iSOFT Board acting 
in good faith determines not to disclose to any person for legal or commercial reasons 
(including any information subject to legal professional privilege); or    

(f) in the case of information provided under clause 6.16(b), that is different or in addition 
to the information iSOFT provides to the iSOFT Board in the usual and ordinary 
course consistent with past practice. 

6.17 The parties acknowledge that the neither Bidder, Bidder Parent nor Bidder's nominees on the 
Integration Committee have any right to (prior to the Implementation Date): 

(a) attend any meetings of the iSOFT Board or sub-committees of the iSOFT Board; 

(b) demand copies of or review any minutes, board papers or other information pertaining 
to meetings of the iSOFT Board or any the board of directors of its Subsidiaries; and  

(c) direct, advise or instruct iSOFT, its Subsidiaries or any of their respective Officers.  

Change of control rights 

6.18 As soon as practicable after the date of the Scheme Meeting, iSOFT and Bidder must seek to 
identify any change of control or similar provisions in material leases, licences, permits and 

contracts to which iSOFT or an iSOFT Group company is a party which may be triggered by 
the Implementation of the Scheme. 

6.19 In respect of those material leases, licences, permits and contracts, the parties agree as follows: 

(a) iSOFT and Bidder will agree a proposed course of action and then jointly initiate 
contact with the relevant landlords, counterparties or Government Agencies to notify 
them of the Proposed Transaction and seek and obtain the required change of control 

consents to the Proposed Transaction; and 

(b) iSOFT and Bidder must co-operate with, and provide reasonable assistance to, each 
other to make such notifications and obtain such consents as expeditiously as possible. 

Appointing directors 

6.20 As soon as practicable on the Implementation Date, after the transfer of the Scheme Shares to 
Bidder under the terms of the Scheme, and subject to receipt by iSOFT of signed consents to 

act from the nominee directors of Bidder, iSOFT must: 

(a) take all actions necessary to cause the appointment of the nominees of Bidder to the 
iSOFT Board; and 

(b) use reasonable endeavours to procure that all directors on the iSOFT Board (other than 
the ones nominated by the Bidder in clause 6.20(a) above) resign with effect from the 
Implementation Date.  
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7 Warranties 

iSOFT Warranties 

7.1 iSOFT represents and warrants to Bidder at the date of this Agreement and on each subsequent 
day until and including 8:00am on the Second Court Date (except that where any statement is 

expressed to be made only at a particular date and/or time it is given only at that date and/or 
time) that: 

(a) it and each of its Subsidiaries is a corporation validly existing under the laws of its 

place of incorporation; 

(b) it has taken all necessary corporate action to authorise entry into this Agreement and 
has taken or will take all necessary corporate action to authorise the performance of 

this Agreement and to carry out the transactions contemplated by this Agreement; 

(c) it has full corporate power to execute, deliver and perform its obligations under this 
Agreement and to carry out the transactions contemplated by this Agreement; 

(d) this Agreement constitutes a legal, valid and binding obligation of it enforceable in 
accordance with its terms by appropriate legal remedy, subject to laws generally 
affecting creditors' rights and the principles of equity; 

(e) this Agreement does not and will not conflict with or result in the breach of or default 
under any provision of its constitution or any material term or provision of any order, 
judgment, or law to which any member of the iSOFT Group is a party or is subject or 

by which any member of the iSOFT Group is bound; 

(f) it has obtained (or will have obtained prior to 8.00 am on the Second Court Date) all 
necessary consents and approvals (excluding the Regulatory Consents) to enable it to 

perform this Agreement; 

(g) as at the date of this Agreement its issued equity securities comprise: 

(i) 1,070,595,874 ordinary shares; 

(ii) 17,350,000 Options;  

(iii) 5,750,000 Performance Rights;  

(iv) 4,203,747 Warrants; and  

(v) 45,969,469 Convertible Notes,  

and there are no other preference shares of any class, rights, performance rights, 
shares, convertible notes or other securities on issue, and neither it nor any of its 

Subsidiaries are under any obligation to issue and have not granted any person the 
right to call for the issue of any securities in it or any of its Subsidiaries; 

(h) the iSOFT Scheme Information: 

(i) will comply in all material respects with the requirements of all applicable 
laws, including the Corporations Act, applicable ASIC guidance and policies 
and the Listing Rules; and F
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(ii) be provided on the understanding that each of the Bidder Indemnified Parties 
will rely on that information for the purposes of preparing the Bidder Scheme 
Information and implementing the Scheme and the Option Scheme; 

(i) as at the Dispatch Date, the Scheme Booklet registered by ASIC under section 412(6) 
of the Corporations Act (excluding the Bidder Scheme Information included in the 
Scheme Booklet and the Independent Expert's report) will not be misleading or 

deceptive in any material respect (whether by omission or otherwise);  

(j) it is not in breach of its continuous disclosure obligations under Listing Rule 3.1 or 
periodic financial disclosure obligations under the Listing Rules or the Corporations 

Act and, subject to the announcement of the Scheme, Option Scheme and the 
execution of this Agreement in accordance with clause 10.1, as at the date of this 
Agreement iSOFT is not relying on Listing Rule 3.1A to withhold any information 

from disclosure under the Listing Rules;  

(k) it has not provided any information to any third party prior to the commencement of 
the Sale Process (in connection with any proposal which, if it were entered into after 

the date of this Agreement would be considered a Competing Transaction), which is 
not contained in the iSOFT Due Diligence Information;  

(l) the consolidated financial statements of iSOFT filed with ASIC for the financial years 

ended 30 June 2008, 30 June 2009 and 30 June 2010 and the half-year ended 31 
December 2010 comply in all material respects with the Corporations Act as 
applicable at the relevant date;  

(m) iSOFT and each of its Subsidiaries has complied in all material respects with all 
Australian and foreign laws and regulations applicable to them, including the 
Australian Criminal Code Amendment (Bribery of Foreign Public Officials) Act 1999 

(Cth);  

(n) there is no material misstatement or omission in the iSOFT Due Diligence Information 
when specific information is considered in the context of all other information 

comprising iSOFT Due Diligence Information, nor in the information contained in 
Public Filings, as at the date such information was prepared and/or filed; and  

(o) the iSOFT Forecasts have been prepared with all due care and prudence and on a 

reasonable basis.  

iSOFT indemnity 

7.2 iSOFT agrees with Bidder (on Bidder's own behalf and separately as trustee for each of the 

other Bidder Indemnified Parties) to indemnify and keep indemnified the Bidder Indemnified 
Parties from and against all Claims, liabilities and loss which any of the Bidder Indemnified 
Parties may suffer or incur by reason of any breach of any of the representations and 

warranties in clause 7.1. 

7.3 For the purpose of clause 7.2, Bidder is taken to be acting as agent and trustee on behalf of and 
for the benefit of each of the Bidder Indemnified Parties.  iSOFT acknowledges that Bidder 

and each of the Bidder Indemnified Parties may bring action directly against iSOFT in respect 
of any breach of the iSOFT Warranties. 

Bidder Warranties 

7.4 Bidder represents and warrants to iSOFT at the date of this Agreement and on each subsequent 
day until and including 8:00am on the Second Court Date (except that where any statement is 
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expressed to be made only at a particular date and/ or time  it is given only at that date and/or 
time) that: 

(a) each of the Bidder and the Bidder Parent is a corporation validly existing under the 

laws of its place of incorporation; 

(b) each of the Bidder and the Bidder Parent has taken all necessary corporate action to 
authorise the entry into this Agreement and has taken or will take all necessary 

corporate action to authorise the performance of this Agreement and to carry out the 
transactions contemplated by this Agreement; 

(c) each of the Bidder and the Bidder Parent has full corporate power to execute, deliver 

and perform its obligations under this Agreement and to carry out the transactions 
contemplated by this Agreement; 

(d) this Agreement constitutes a legal, valid and binding obligation of it enforceable in 

accordance with its terms by appropriate legal remedy, subject to laws generally 
affecting creditors' rights and the principles of equity; 

(e) this Agreement does not and will not conflict with or result in the breach of or default 

under any provision of the constitution of Bidder or Bidder Parent or any material 
term or provision of any order, judgment, or law to which the Bidder or Bidder Parent, 
is a party or is subject or by which Bidder or Bidder Parent is bound;  

(f) each of the Bidder and the Bidder Parent has obtained (or will have obtained prior to 
8.00 am on the Second Court Date) all necessary consents and approvals (excluding 
the Regulatory Consents) to enable it to enter into and perform this Agreement; 

(g) as at the Dispatch Date, the Bidder Scheme Information, in the form and context in 
which it appears in the Scheme Booklet registered by ASIC under section 412(6) of 
the Corporations Act will not be false, misleading or deceptive in any material respect 

(whether by omission or otherwise);  

(h) the Bidder Scheme Information provided to iSOFT in accordance with clause 6.2(i) 
for inclusion in the Scheme Booklet will:  

(i) comply in all material respects with the requirements of all applicable laws, 
including the Corporations Act, applicable ASIC guidance and policies and 
the Listing Rules; and  

(ii) be provided on the understanding that each of the iSOFT Indemnified Parties 
will rely on that information for the purposes of preparing the Scheme Booklet 
and proposing and implementing the Scheme and the Option Scheme in 

accordance with the requirements of the Corporations Act; 

(i) all Bidder Scheme Information provided by or on behalf of Bidder to the Independent 
Expert to enable the Independent Expert's report to be prepared and completed will be 

provided on the understanding that the Independent Expert will rely upon that 
information for the purposes of preparing the Independent Expert's report for inclusion 
in the Scheme Booklet; 

(j) so far as it is aware (after making reasonable enquiries), all information provided by or 
on behalf of Bidder to iSOFT during the course of negotiations in relation to the 
Scheme and the Option Scheme and preparation of the Scheme Booklet is complete, 

accurate and not misleading in all material respects (including by omission);  
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(k) as at the date of this Agreement, Bidder has available to it sufficient cash amounts 
from internal cash resources (including debt and equity financing) to satisfy Bidder's 
obligation to pay the Scheme Consideration and Option Scheme Consideration, to 

repay the Convertible Notes and to cancel the Warrants in accordance with its 
obligations under this Agreement, the Deed Poll and the Option Scheme Deed Poll; 
and  

(l) at 8.00am on the Second Court Date, Bidder will have available to it sufficient cash 
amounts from internal cash resources(including debt and equity financing) to satisfy 
Bidder's obligation to pay the Scheme Consideration and Option Scheme 

Consideration to repay the Convertible Notes and to cancel the Warrants in 
accordance with its obligations under this Agreement, the Deed Poll and the Option 
Scheme Deed Poll.  

Bidder indemnity 

7.5 Bidder agrees with iSOFT (on iSOFT's own behalf and separately as trustee for each of the 
other iSOFT Indemnified Parties) to indemnify and keep indemnified the iSOFT Indemnified 

Parties from and against all Claims, liabilities and loss which any of the iSOFT Indemnified 
Parties may suffer or incur by reason of any breach of any of the representations and 
warranties in clause 7.4. 

7.6 For the purposes of clause 7.5, iSOFT is taken to be acting as agent and trustee on behalf of 
and for the benefit of each of the iSOFT Indemnified Parties.  Bidder acknowledges that 
iSOFT and each of the iSOFT Indemnified Parties may bring action directly against Bidder in 

respect of any breach of the Bidder Warranties. 

Release 

7.7 Each party: 

(a) releases its rights against, and will not make any Claim against, any past or present 
Representative of any other party in relation to anything done or purported to be done 
in connection with the Scheme and Option Scheme, any transaction contemplated by 

or warranty given in this Agreement, any information provided to it by another party 
or in relation to its execution or delivery of this Agreement to the extent that the past 
or present Representative has acted in good faith and has not engaged in any wilful 

misconduct.  Nothing in this clause 7.7(a) excludes any liability that may arise from 
wilful misconduct or bad faith on the part of any person; and 

(b) holds the releases in clause 7.7(a) in respect of its past and present Representatives as 

trustee for those Representatives. 

7.8 Each representation and warranty in clauses 7.1 and 7.4: 

(a) is severable; 

(b) will survive termination of this Agreement; and 

(c) is given with the intent that liability under it is not confined to breaches which are 
discovered before the date of termination of this Agreement. 

Survival of indemnities 

7.9 Each indemnity in this Agreement (including those in clauses 7.2 and 7.5): 
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(a) is severable; 

(b) is a continuing obligation; 

(c) constitutes a separate and independent obligation of the party giving the indemnity 

from any other obligations of that party under this Agreement; and 

(d) will survive termination of this Agreement. 

No other warranties or reliance 

7.10 Each party acknowledges that no other party (nor any person acting on that other party's 
behalf) has made any warranty, representation or other inducement to it to enter into this 
Agreement, except for the representations and warranties expressly set out in this Agreement. 

7.11 Each party acknowledges and confirms that it does not enter into this Agreement in reliance 
on any warranty, representation or other inducement by or on behalf of any other party, except 
for any warranty or representation expressly set out in this Agreement.  

Notification of breach 

7.12 iSOFT must promptly notify Bidder if at any time after the date of this Agreement iSOFT 
becomes aware that an iSOFT Warranty has ceased to be true and must also provide Bidder 

with reasonable details of that fact. 

7.13 Bidder must promptly notify iSOFT if at any time after the date of this Agreement Bidder 
becomes aware that a Bidder Warranty has ceased to be true and must also provide iSOFT 

with reasonable details of that fact.  

8 Termination 

Termination for breach 

8.1 Without prejudice to any other rights of termination under this Agreement, either party may 

terminate this Agreement by giving the other party written notice at any time before 8.00 am 
on the Second Court Date if: 

(a) the other party is in material breach of any term of this Agreement, or the other party 

is in breach of a warranty that is not qualified as to materiality or is in material breach 
of a warranty that is qualified as to materiality given by that other party under clause 
7.1 and 7.4 on or before the Second Court Date; and 

(b) the party wishing to terminate this Agreement has given the other party a written 
notice setting out details of the breach and stating its intention to terminate this 
Agreement; and  

(c) the breach has not been remedied 5 Business Days (or any shorter period ending 
immediately before 8.00 am on the Second Court Date) from the date the notice under 
clause 8.1(b) is given. 

Automatic termination 

8.2 This Agreement will terminate automatically without the need for action by any party in the 
event that: F

or
 p

er
so

na
l u

se
 o

nl
y



101

A
113

 

  37 Scheme Implementation Agreement 

 

(a) subject to paragraph (b), iSOFT Shareholder Approval is not obtained at the Scheme 
Meeting;  

(b) if clause 3.5 requires iSOFT to apply for the order referred to in that clause, the order 

is refused with the result that the Scheme is not approved by iSOFT Shareholders; or 

(c) the Scheme does not become Effective by the Sunset Date.   

Termination by iSOFT or Bidder 

8.3 Either of Bidder or iSOFT may terminate this Agreement by giving the other party written 
notice: 

(a) if the Court refuses to grant an order convening the Scheme Meeting or approving the 

Scheme and either: 

(i) Bidder and iSOFT fail to agree on conducting an appeal under clause 6.4 
within 5 Business Days of the Court's decision and iSOFT is not otherwise 

obliged to conduct an appeal in accordance with clause 6.4; or 

(ii) Bidder and iSOFT agree to conduct an appeal under clause 6.4 within 5 
Business Days of the Court's decision but the appeal is unsuccessful; or 

(b) if the Scheme is not approved by the Court under section 411(4)(b) of the 
Corporations Act on or before the Sunset Date; or 

(c) in accordance with clause 3.14. 

8.4 This Agreement may not be terminated by a party under clauses 8.1 or 8.3 if the relevant event 
described in clauses 8.1 or 8.3 is a result of (either alone or together with other events or 
circumstances) an act or omission by that party or any of its Subsidiaries that results in a 

breach of this Agreement. 

Termination following Superior Proposal 

8.5 Without prejudice to any other rights of termination under this Agreement, either Bidder or 

iSOFT may terminate this Agreement by giving the other party written notice at any time 
before 8.00 am on the Second Court Date if the iSOFT Board determines and publicly 
announces that a Competing Proposal is a Superior Proposal.  

Effect of termination 

8.6 If either iSOFT or Bidder terminates this Agreement under clauses 3.14 or 8, this Agreement 
and the parties' obligations under it cease, other than obligations under this clause and clauses  

7.1, 7.2, 7.3, 7.4, 7.5, 7.6, 7.7, 7.8, 7.9, 9, 10, 11, 15, 17 and 18 which will survive termination. 

8.7 Termination of this Agreement under clauses 3 or 8 does not affect any accrued rights of a 
party in respect of a breach of this Agreement prior to termination. 

9 Break Fee 

Background 

9.1 iSOFT and Bidder acknowledge that, if they enter into this Agreement and the Scheme is 
subsequently not implemented, Bidder will incur significant costs including those described in 

clause 9.3. 
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9.2 In the circumstances referred to in clause 9.1, Bidder has requested that provision be made for 
the payments outlined in clause 9.5, without which Bidder would not have entered into this 
Agreement. 

Costs incurred by Bidder 

9.3 The fee payable under clause 9.5 has been calculated to reimburse Bidder for the following: 

(a) fees for legal and financial advice in planning and implementing the Scheme; 

(b) reasonable opportunity costs incurred in engaging in the Scheme or in not engaging in 
other alternative acquisitions or strategic initiatives; 

(c) costs of management and directors’ time in planning and implementing the Scheme; 

(d) out of pocket expenses incurred in planning and implementing the Scheme; and 

(e) costs associated with the financing arrangements in respect of the Scheme, 

and in each case, incurred by the Bidder directly or indirectly as a result of having entered into 

this Agreement and pursuing the Scheme. 

9.4 The parties acknowledge that  

(a) the amount of fees, costs and losses referred to in clause 9.3 is inherently 

unascertainable and that, even after termination of this Agreement, the costs will not 
be able to be accurately ascertained; and 

(b) the amount payable under clause 9.5 is a genuine and reasonable pre-estimate of those 

fees, costs and losses. 

Payment by iSOFT to Bidder 

9.5 Subject to clauses 9.6, 9.7, and 9.9, iSOFT agrees to pay to the Bidder $1,820,012 (exclusive 

of GST) (Break Fee) if: 

(a) the Bidder validly terminates this Agreement pursuant to clause 8.1 (Material Breach); 

(b) either the Bidder or iSOFT terminates this Agreement pursuant to clause 8.5 (Superior 

Proposal); or 

(c) the iSOFT Board fails to make the Recommendation in accordance with clause 6.5 or 
a majority of the iSOFT Board (excluding Robert Moran and Ian Tsicalas) changes 

their Recommendation other than in circumstances where: 

(i) the Independent Expert has opined that the Scheme or Option Scheme is not in 
the best interests of iSOFT Shareholders or Optionholders (as applicable); or 

(ii) clause 6.7 applies in its entirety.  

9.6 No Break Fee is payable if: 

(a) the Scheme becomes Effective; or  

(b) iSOFT validly terminates this Agreement in accordance with clause 3.14 or 8.1. 

9.7 The Break Fee is only payable once and the maximum amount payable by iSOFT under clause 
9.5 is $1,820,012 (exclusive of GST). 
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Payment of Break Fee 

9.8 iSOFT must pay the Bidder the Break Fee within five Business Days of receipt by iSOFT of a 
demand for payment from Bidder made after the occurrence of the event referred to in clause 

9.5. 

Compliance with law 

9.9 If it is finally determined following the exhaustion of all reasonable avenues of appeal to the 

Takeovers Panel or a Court that all or any part of the Break Fee required to be paid under 
clause 9.5 (iSOFT Impugned Amount): 

(a) is unlawful; 

(b) involves a breach of directors’ duties; or 

(c) constitutes unacceptable circumstances or breaches an order of the Takeovers Panel, 

then: 

(d) the requirement to pay the Break Fee does not apply to the extent of the iSOFT 
Impugned Amount; and 

(e) if Bidder has received the iSOFT Impugned Amount, it must refund it within five 

Business Days of the final determination being made, 

and iSOFT must not seek any such determination. 

Exclusive remedy 

9.10 Despite any other provision of this Agreement, where the Break Fee becomes payable to 
Bidder under this Agreement (or would be payable if a demand was made), Bidder cannot 
make any Claim against iSOFT or any other iSOFT Indemnified Party:  

(a) unless it has first demanded (but has not received from iSOFT) payment of the Break 
Fee; or   

(b) following payment of Break Fee by iSOFT.  

Regulatory intervention 

9.11 If, following the exhaustion of all reasonable avenues of appeal, any regulatory body 
(including ASIC or the Takeovers Panel) or a Court finally determines or requires any 

modification (including requiring such a modification as a condition of consenting to or 
approving the Scheme or as a condition of not opposing the Scheme) to the Break Fee, 
including as to the amount or circumstances in which it is to be paid, then: 

(a) the parties will accept this determination and amend this Agreement to that extent; and  

(b) it will not result in a breach of this Agreement or termination of the transactions 
contemplated by it. 
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10  Public announcements 

Announcement of the Scheme  

10.1 Immediately after the execution of this Agreement, the parties must issue public 
announcements in a form previously agreed to in writing between them.   

Public announcements 

10.2 Except as permitted under clause 10.1, neither party may make a public announcement about 
this Agreement (including any termination of this Agreement), the Scheme Booklet, the 

Scheme or the Option Scheme unless: 

(a) the other party has approved the form of the announcement (acting reasonably); or 

(b) applicable law or the Listing Rules requires an announcement to be made, subject to 

clause 10.5. 

10.3 Neither party may make a submission for any Regulatory Consents under this Agreement 
before reasonably consulting with the other party.  

10.4 The parties must use all reasonable endeavours to participate constructively and promptly with 
respect to the approvals and consultation contemplated by clauses 10.2, 10.3 and 10.5. 

Required disclosure 

10.5 If applicable law or the Listing Rules require a party to make an announcement or disclosure 
about the subject of this Agreement (including termination of this Agreement), the Scheme 
Booklet, the Scheme or the Option Scheme, that party may only do so after it has given the 

other party prior notice (of at least one Business Day if possible, subject to complying with all 
applicable laws and duties, and the Listing Rules) and consulted with the other party about the 
form and content of the announcement or disclosure. 

Statements on termination 

10.6 Without limiting clause 10.2, the parties must act in good faith and use all reasonable 
endeavours to issue an agreed statement or announcement in respect of any termination of this 

Agreement. 

11 Confidentiality 

Confidentiality Agreement 

11.1 The parties agree and acknowledge that:  

(a) the Bidder Parent and iSOFT are bound by the terms of the Confidentiality 

Agreement; 

(b) the Bidder will be bound by all of the terms, and subject to all of the conditions, of the 
Confidentiality Agreement as if it were a Receiving Party (as defined in the 

Confidentiality Agreement),    

except that the terms of this Agreement will prevail over the Confidentiality Agreement to the 
extent of any inconsistency.  F
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Privacy  

11.2 Each party acknowledges that the other has obligations under the Privacy Act 1988 (Cth) in 
relation to personal information (defined as any information identifying or potentially 

identifying an individual) in its possession and form part of the information provided by or on 
behalf of that party to the other party. If a party receives information containing personal 
information from or on behalf of the other party, the party undertakes to comply with the 

obligations under the Privacy Act 1988 (Cth) to the same extent and degree as the party from 
whom it has obtained the information is bound to observe them.  

12 Conduct of Court proceedings 

12.1 Nothing in this Agreement gives any party any right or power to make undertakings to the 

Court for or on behalf of another party without that party's written consent. 

12.2 Each party agrees to give all undertakings to the Court in all Court proceedings which it is 
reasonably required to give (on an individual basis) to obtain Court approval and confirmation 

of the Scheme and Option Scheme as contemplated by this Agreement. 

13 Exclusivity 

No shop 

13.1 During the Exclusivity Period, iSOFT must not, and must ensure that its Representatives do 
not, except with the prior written consent of the Bidder, solicit, invite or encourage any 

Competing Proposal or initiate discussions with any third party with a view to obtaining any 
expressions of interest, offer or proposal from any person in relation to a Competing Proposal. 

No talk and no due diligence 

13.2 Subject to clause 13.3, during the Exclusivity Period, iSOFT must not and must ensure that its 
Representatives do not, except with the prior written consent of the Bidder: 

(a) participate in any negotiations in relation to a Competing Proposal or which may 

reasonably be expected to lead to a Competing Proposal; 

(b) enter into any relevant agreement in connection with a Competing Proposal; or 

(c) provide any information to a third party for the purposes of enabling that party to 

make a Competing Proposal.  

Exceptions 

13.3 Clause 13.2 does not apply if the iSOFT Board, acting in good faith, determines that: 

(a) the Competing Proposal is a Superior Proposal or the steps which the iSOFT Board 
proposes to take may reasonably be expected to lead to a Competing Proposal which is 
a Superior Proposal; and 

(b) having taken advice from its legal advisers, not taking an action (that would otherwise 
contravene clause 13.2) would be likely to constitute a breach of its fiduciary or 
statutory duties. F
or

 p
er

so
na

l u
se

 o
nl

y



Annexure A: Scheme Implementation Agreement

118

iSOFT Group Limited Scheme Booklet

 

  42 Scheme Implementation Agreement 

 

iSOFT warranty and undertakings 

13.4 iSOFT warrants as at the date of this Agreement that it has, and its Representatives have, 
ceased any existing discussions or negotiations with all third parties which may reasonably be 

expected to lead to a Competing Proposal.  

13.5 During the Exclusivity Period, without limiting clause 13.3, iSOFT must not provide any non-
public information to a person in connection with or to directly or indirectly encourage a 

Competing Proposal unless: 

(a) that person has entered into a confidentiality agreement with iSOFT and, to the extent 
that person is not already a party to a confidentiality agreement with iSOFT, iSOFT 

has used reasonable endeavours to negotiate a confidentiality agreement that is on no 
less onerous terms than the Confidentiality Agreement; and 

(b) any non-public information provided to that person is also provided to Bidder (unless 

the information has already been provided to Bidder, the Bidder or its Representative). 

13.6 During the Exclusivity Period, iSOFT must: 

(a) as soon as reasonably practicable, ensure that the electronic data room access granted 

to any third party prior to the date of this Agreement in connection with a Competing 
Proposal is withdrawn; and 

(b) not grant any waivers or agree to any amendments under any confidentiality 

agreements entered into in connection with a Competing Proposal (before the date of 
this Agreement). 

Notice of Competing Proposal  

13.7  

(a) During the Exclusivity Period, iSOFT must: 

(i) promptly notify the Bidder if it or any of its Representatives receive any 

Competing Proposal or written proposal which may reasonably be expected to 
lead to a Competing Proposal (including any variation of a Competing 
Proposal made prior to the date of this Agreement); 

(ii) as soon as reasonably practicable provide written notice of the identity of the 
party or parties involved in the written proposal and the material terms of the 
proposal (each a Competing Proposal Notice); and 

(iii) provide the Bidder with regular updates on the status of any such written 
proposal,  

other than to the extent prohibited under a confidentiality agreement entered into with 

the relevant third party (in which case iSOFT must notify Bidder that there has been 
an approach, but not the identity of the party that has made that approach). 

(b) If iSOFT gives Bidder a Competing Proposal Notice, iSOFT agrees that it will not, 

until the expiration of three Business Days following the receipt of the Competing 
Proposal Notice by Bidder: 

(i) enter into any legally binding agreement with respect to the Competing 

Proposal; or 
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(ii) publicly recommend the Competing Proposal. 

(c) If iSOFT gives Bidder a Competing Proposal Notice, Bidder agrees that the notice will 
be Confidential Information of iSOFT (as defined in the Confidentiality Agreement). 

(d) If iSOFT gives a Competing Proposal Notice, Bidder will have the right, but not the 
obligation, at any time until the expiration of three Business Days following receipt of 
the notice to: 

(i) offer to amend the terms of the Scheme; or 

(ii) to propose any other transaction, which must be submitted to iSOFT in writing 
(each a Bidder Counterproposal), and if Bidder does so, the iSOFT Board 

must review the Bidder Counterproposal in good faith and in what the iSOFT 
Board considers is required to comply with its fiduciary and statutory duties, 
to determine whether the Bidder Counterproposal is more favourable to 

iSOFT Shareholders than the Competing Proposal. 

(e) If the iSOFT Board determines, in good faith and in order to satisfy what the iSOFT 
Board considers to be its fiduciary and statutory duties, that the Bidder 

Counterproposal is more favourable to iSOFT Shareholders than the Competing 
Proposal, then: 

(i) if the Bidder Counterproposal contemplates an amendment to the Scheme, the 

parties must enter into a deed amending this Agreement in relation to the 
Scheme and reflecting the Bidder Counterproposal; 

(ii) if the Bidder Counterproposal contemplates any other transaction, iSOFT must 

make an announcement as soon as reasonably practicable recommending the 
Bidder Counterproposal, in the absence of a more favourable proposal, and the 
parties must pursue implementation of the Bidder Counterproposal in good 

faith; and 

(iii) iSOFT must not take any of the steps referred to in clause 13.7(b). 

13.8 Notwithstanding anything in clause 13.7, iSOFT will not be required to comply with any of 

the provisions in clause 13.7 if the iSOFT Board acting in good faith and in order to satisfy 
what it considers to be its fiduciary or statutory duties (having taken advice from its legal 
advisers) determines that complying with such obligations would be likely to constitute a 

breach of their fiduciary or statutory duties. 

Normal provision of information 

13.9 Nothing in this clause 13 prevents the iSOFT Group from: 

(a) providing information to its Representatives, the Lenders, rating agencies or any 
Government Agency; 

(b) providing information to customers, joint venturers and suppliers in the ordinary 

course of their businesses; or 

(c) making presentations to brokers, portfolio investors or analysts in the ordinary course 
of their businesses. F
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14 Other securities  

Warrants and Convertible Notes 

14.1 iSOFT must procure that, as soon as reasonably practicable after the date of this Agreement 
but in any event prior to the Second Court Date, that: 

(a) it executes a deed poll to amend the terms of the Convertible Note Deed Poll (with the 
approval and consent of Oceania) to provide for all of the Convertible Notes to be 
repaid by Bidder on behalf of iSOFT on the Implementation Date; and 

(b) it executes a deed poll to amend the terms of the Warrant Deed Poll (with the approval 
of Oceania), to provide for the Warrants to be extinguished on the Second Court Date 
and, subject to iSOFT obtaining the LR 6.23 Waiver or the Warrant Cancellation 

Approval, Bidder paying (on behalf of iSOFT) to Oceania the Warrant Consideration 
for each Warrant.  

14.2 Bidder agrees that it will on Implementation: 

(a) pay the Convertible Note Redemption Amount to Oceania in full and final satisfaction 
of iSOFT’s obligation to repay the amounts outstanding in respect of the Convertible 
Notes in accordance with the Convertible Note Deed Poll; and  

(b) subject to iSOFT obtaining the Listing 6.23 Waiver or Warrant Cancellation 
Approval, pay the Aggregate Warrant Consideration to Oceania on behalf of iSOFT in 
accordance with the terms of the Warrant Deed Poll.  

14.3 Bidder acknowledges and agrees that nothing in this Agreement limits or restricts in any way 
Oceania's exercise or enjoyment of its rights in relation to the voting, control and disposal of 
its iSOFT Shares. 

Performance Rights 

14.4 Subject to the Scheme becoming Effective, iSOFT must do all things reasonably necessary to 
facilitate the vesting and the subsequent automatic exercise of the Performance Rights in 

accordance with the EIP Rules after the Effective Date and prior to the Scheme Record Date, 
including by waiving all vesting conditions applicable to the Performance Rights pursuant to 
Rule 6.2 of the EIP Rules and then issuing to each holder of a Performance Right an iSOFT 

Share for each Performance Right upon exercise of the Performance Right.      

15 Costs and stamp duty 

Costs 

15.1 Subject to clause 15.2, each party must bear its own costs and expenses (including 
professional fees and stamp duty) incurred by it in connection with the negotiation, 

preparation and execution of this Agreement and the implementation or attempted 
implementation of the Scheme and the Option Scheme. 

Stamp duty 

15.2 Bidder must pay all stamp duty and any related fines or penalties in respect of this Agreement, 
the Deed Poll, the Option Scheme Deed Poll and the acquisition of the Scheme Shares and 
Scheme Options in accordance with the Scheme and the Option Scheme and indemnify iSOFT 
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(on iSOFT's own behalf and separately as trustee or nominee for the other iSOFT Indemnified 
Parties, iSOFT Shareholders and Optionholders) against any liability arising from failure to 
comply with this clause 15.2. 

16 Guarantee and indemnity 

Consideration 

16.1 Bidder Parent agrees it has entered into this Agreement for valuable consideration including 
iSOFT, at the request of Bidder Parent, entering into this Agreement. 

Guarantee 

16.2 The Bidder Parent unconditionally and irrevocably guarantees to iSOFT the performance by 
Bidder of the Guaranteed Obligations. 

Right to demand 

16.3 If Bidder defaults in the performance of the Guaranteed Obligations, Bidder Parent must 
perform the Guaranteed Obligations immediately on demand by iSOFT. 

Principal debtor 

16.4 If the Guaranteed Obligations are not fully enforceable against or not fully recoverable from 
Bidder as debtor or from Bidder Parent as surety for any reason, including: 

(a) any legal limitation, disability, or lack of capacity, power or authority affecting Bidder 
or Bidder Parent or an improper exercise of power or authority by any person; or 

(b) any provision of this Agreement or any transaction relating to the Guaranteed 

Obligations being or becoming void, voidable, unenforceable or time-barred, 

the Guaranteed Obligations: 

(c) are recoverable from, or enforceable against, Bidder Parent as though it had been 

incurred and owing by Bidder Parent and Bidder Parent was the sole and principal 
debtor in respect of the Guaranteed Obligations; and 

(d) must be paid or performed by Bidder Parent on demand by iSOFT. 

Indemnity 

16.5 Bidder Parent unconditionally and irrevocably indemnifies iSOFT against all Claims arising 
directly or indirectly from, or which iSOFT suffers or incurs in connection with the failure of 

Bidder Parent or Bidder to comply with or perform the Guaranteed Obligations. 

(a)  

16.6 The indemnity in clause 16.5 remains in effect even if the guarantee under clause 16.2 is not 

or ceases to be valid or enforceable against Bidder Parent for any reason, provided that the 
indemnity in clause 16.5 will terminate upon the performance of the Guaranteed Obligations. 

16.7 Bidder Parent must immediately on demand by iSOFT pay to iSOFT any amount certified by 

iSOFT as payable under clause 16.5. F
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Continuing guarantee and indemnity 

16.8 The guarantees and indemnities in this clause 16:  

(a) are continuing obligations; 

(b) survive termination of this Agreement; and  

(c) continue in full force and effect until all of the Guaranteed Obligations have been 
irrevocably performed in full, regardless of any intermediate payment or discharge in 

whole or in part. 

16.9 It is not necessary for iSOFT to incur expense or make payment before enforcing a right of 
indemnity under this clause 16. 

Obligations of Bidder Parent unaffected 

16.10 Bidder Parent's obligations under this Agreement are not released or discharged by: 

(a) Bidder or Bidder Parent becoming insolvent; 

(b) any time, waiver, consent, indulgence or other concession granted to Bidder; 

(c) a release, forbearance to sue, discharge, relinquishment, compounding or 
compromising of the obligations of any party to this Agreement or of iSOFT or in 

respect of the Guaranteed Obligations; 

(d) any change in the constitution of Bidder or Bidder Parent or their absorption in, 
amalgamation with or merger into, or the acquisition of all or part of their undertaking 

by, any other person; or 

(e) an amendment of, supplement to or replacement of the obligations of any party to this 
Agreement, including any amendment, supplement or replacement under which 

Bidder's obligations are increased, Bidder incurs additional obligations or the time and 
method of payment by Bidder is varied. 

17 Notices 

Requirements 

17.1 All notices must be: 

(a) in legible writing and in English; 

(b) addressed to the recipient at the address or fax number set out below or to any other 

address or fax number that a party may notify to the other: 

to iSOFT: 

Address: Darling Park Tower 2 
Level 27 201 Sussex Street 
Sydney New South Wales 2000 Australia 

Attention: General Counsel F
or
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Fax no: +61 2 8251 6801 

 

to Bidder: 

Address: 26 Talavera Road  
Macquarie Park  
Sydney New South Wales 2113 Australia 

Attention: Thomas Knapp 
Deputy General Counsel 

Fax no: +612 9034 2198 

 

and with a copy to Bidder and Bidder Parent: 

Address: 3170 Fairview Park Drive 
Falls Church, Virginia 22042 USA 

Attention: William L. Deckelman, Jr. 
Vice President and General Counsel, CSC 

Fax no: + 1 703.641.3168 

 

(c) signed by the party making the communication or by a person duly authorised by that 
party; and 

(d) sent to the recipient by hand, prepaid post (airmail if to or from a place outside 
Australia) or fax. 

Receipt of notices 

17.2 Without limiting any other means by which a party may be able to prove that a notice has been 
received by the other party, a notice will be considered to have been received: 

(a) if sent by hand, when left at the address of the recipient; 

(b) if sent by pre-paid post, three Business Days (if posted within Australia to an address 
in Australia) or ten Business Days (if posted from one country to another) after the 
date of posting; or 

(c) if sent by fax, on receipt by the sender of an acknowledgment or transmission report 
generated by the sender's machine indicating that the whole fax was sent to the 
recipient's fax number, 

but if a notice is served by hand, or is received by the recipient's fax, on a day that is not a 
Business Day, or after 5.00 pm (recipient's local time) on a Business Day, the notice will be 
considered to have been received by the recipient at 9.00 am (recipient's local time) on the 

next Business Day. F
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18 General 

Entire agreement 

18.1 To the extent permitted by law, in relation to the subject matter of this Agreement, this 
Agreement and the documents contemplated by it: 

(a) embody the entire understanding of the parties and constitutes the entire terms agreed 
on between the parties; and 

(b) supersede any prior agreements (whether or not in writing) between the parties. 

Further assurances 

18.2 Each party will promptly do everything necessary, including executing and delivering all 
further documents required by law or reasonably requested by the other party, to implement 

this Agreement, the Scheme and the Option Scheme. 

No merger 

18.3 The rights and obligations of the parties do not merge on completion of any transaction 

contemplated under this Agreement. They survive the execution and delivery of any 
assignment or other document entered into to implement any transaction contemplated under 
this Agreement. 

Assignment 

18.4 A party cannot assign, novate or otherwise transfer or deal in any other way with any of its 
rights or obligations under this Agreement without the other party's prior written consent. 

Invalid or unenforceable provisions 

18.5 If a provision of this Agreement is invalid or unenforceable in a jurisdiction: 

(a) it is to be read down or severed in that jurisdiction to the extent of the invalidity or 

unenforceability; and 

(b) that fact does not affect the validity or enforceability of that provision in another 
jurisdiction or the remaining provisions. 

Waiver and exercise of rights 

18.6 A waiver by a party of a provision of, or of a right under, this Agreement is only binding on 
the party granting the waiver if it is given in writing and is signed by the party or an authorised 

officer of the party granting the waiver. 

18.7 A waiver is effective only in the specific instance and for the specific purpose for which it is 
given. 

18.8 A single or partial exercise of a right by a party does not preclude another exercise of that right 
or the exercise of another right. 

18.9 The failure to exercise, or the delay in exercising, a right does not operate as a waiver or 

prevent the party so failing or exercising its right from later doing so. F
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Amendment 

18.10 Except as expressly provided to the contrary in this Agreement, this Agreement may only be 
amended by a document signed by or on behalf of each party. 

Counterparts 

18.11 This Agreement may be signed in counterparts and all counterparts taken together constitute 
one document. 

Rights cumulative 

18.12 Except as expressly provided to the contrary in this Agreement or as permitted by law, the 
rights, powers and remedies provided in this Agreement are cumulative and do not exclude 

any other rights, powers or remedies provided by law independently of this Agreement. 

Consents or approvals 

18.13 A party may give its approval or consent conditionally or unconditionally, or withhold its 

approval or consent, in its absolute discretion unless this Agreement expressly provides 
otherwise. 

Severability 

18.14 If a provision of this Agreement is invalid or unenforceable in a jurisdiction: 

(a) it is to be read down or severed in that jurisdiction to the extent of the invalidity or 
unenforceability; and 

(b) that fact does not affect the validity or enforceability of that provision in another 
jurisdiction, or the remaining provisions of this Agreement. 

Enforceability 

18.15 For the purpose of this Agreement: 

(a) Bidder is taken to be acting as agent and trustee on behalf of and for the benefit of all 
Bidder Indemnified Parties; and 

(b) iSOFT is taken to be acting as agent and trustee on behalf of and for the benefit of all 
iSOFT Indemnified Parties. 

GST 

18.16 Unless expressly included, the consideration for any supply under or in connection with this 
Agreement does not include GST. 

18.17 To the extent that any supply made by a party to another party (Recipient) under or in 

connection with this Agreement is a taxable supply and a tax invoice has been provided to the 
Recipient, the Recipient must pay, in addition to the consideration to be provided under this 
Agreement for that supply (unless it expressly includes GST) an amount equal to the amount 

of that consideration (or its GST exclusive market value) multiplied by the rate at which GST 
is imposed in respect of the supply. 

18.18 The amount of GST payable in accordance with clause 18.17 will be paid at the same time and 

in the same manner as the consideration otherwise payable for the supply is provided. F
or

 p
er

so
na

l u
se

 o
nl

y



Annexure A: Scheme Implementation Agreement

126

iSOFT Group Limited Scheme Booklet

 

  50 Scheme Implementation Agreement 

 

Governing law and jurisdiction 

18.19 This Agreement is governed by the laws of New South Wales, Australia. 

18.20 Each party irrevocably and unconditionally: 

(a) submits to the non-exclusive jurisdiction of the courts of New South Wales, Australia; 
and 

(b) waives, without limitation, any claim or objection based on absence of jurisdiction or 

inconvenient forum. 

Service of process 

18.21 Each party agrees that a document required to be served in proceedings about this Agreement 

may be served: 

(a) by being delivered to or left at its address for service of notices under clauses 17.1 and 
17.2; or 

(b) in any other way permitted by law. 
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  51 Scheme Implementation Agreement 

 

Execution 

 
Executed as an agreement. 
 
Signed by )  
iSOFT Group Limited  )  
by a director and secretary/director: )  

   
   
   

Signature of director  Signature of director/secretary 
   
   
   

Name of director (please print)  Name of director/secretary (please print) 
 
 
 
 
Signed by )  
 CSC Computer Sciences Australia 
Holdings Pty Limited 

)  

by a director and secretary/director: )  
   
   
   

Signature of director  Signature of director/secretary 
   
   
   

Name of director (please print)  Name of director/secretary (please print)  
 
 
 
 
Signed by )  
 Computer Sciences Corporation )  
by a director and secretary/director: )  
   
   
   

Signature of director  Signature of director/secretary 
   
   
   

Name of director (please print)  Name of director/secretary (please print)  
 F
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  52 Scheme Implementation Agreement 

 

Annexure 1 

Timetable 

Event Indicative date 

Enter into Scheme Implementation Agreement 30 March 2011 

Provide Scheme Booklet to ASIC for review and comment 27 April 2011 

First Court Date 11 May 2011 

Scheme Booklet registered by ASIC and lodged with ASX 18 May 2011 

iSOFT Board meeting to approve Scheme Booklet and its dispatch 18 May 2011 

Dispatch Scheme Booklet to iSOFT Shareholders and Optionholders 18 May 2011 

Latest date for return of completed proxy forms for Scheme Meeting 15 June 2011 

Eligibility for voting at Scheme Meeting and Option Scheme Meeting 
determined 

15 June 2011 

Scheme Meeting and Option Scheme Meeting determined 17 June 2011 

Second Court Date (SCD) 24 June 2011 

Notify ASX of Court approval of the Scheme and Option Scheme  24 June 2011 

Effective Date (lodge office copy of Court order approving the Scheme 
and Option Scheme with ASIC) 

27 June 2011  

iSOFT Shares suspended from trading on ASX  27 June 2011 

Scheme Record Date 1 July 2011 

Implementation Date 6 July 2011  
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Notice of Share Scheme Meeting 1  

 

Notice of Court Ordered Meeting of iSOFT Shareholders (other than OCP 
Shareholders) 

Notice is given that, by an order of the Federal Court of Australia (Court) made on 9 June 2011, 
pursuant to section 411(1) of the Corporations Act, a meeting of iSOFT Shareholders (other than the 
OCP Shareholders) will be held at Darling Park Tower 2, Level 27, 201 Sussex Street, Sydney, 

NSW 2000 Australia on Friday, 15 July 2011 starting at 10.00 am (Sydney time). 

The Court has directed that Robert Ellis, or failing him Peter Housden, act as Chair of Share Scheme 
Meeting 1 and has directed the Chair to report the result of Share Scheme Meeting 1 to the Court. 

Purpose of Share Scheme Meeting 1 

The purpose of Share Scheme Meeting 1 is to consider and, if thought fit, to agree (with or without 
modification) to the Share Scheme proposed to be made between iSOFT and the iSOFT Shareholders. 

A copy of the Share Scheme and the explanatory statement required by section 412 of the 
Corporations Act in relation to the Share Scheme are contained in the Scheme Booklet of which this 
notice forms part.   

Share Scheme Resolution 

iSOFT Shareholders (other than the OCP Shareholders) entitled to vote at Share Scheme Meeting 1 
will be asked to consider and, if thought fit, to pass, with or without modification, the following 

resolution: 

"In accordance with the provisions of section 411 of the Corporations Act 2001, the arrangement 
proposed between iSOFT Group Limited and the holders of its ordinary shares (Share Scheme), as 

contained in and more particularly described in the scheme booklet of which the notice convening this 
meeting forms part, is approved (with or without modification as approved by the Federal Court of 
Australia)." 

 

Dated 10 June 2011 

By order of the Board 

iSOFT Group Limited  

 

 

 

Howard Edelman 
Company Secretary 

 

Annexure B: Notices of Share Scheme Meetings
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Notice of Share Scheme Meeting 2  

 

Notice of Court Ordered Meeting of OCP Shareholders 

Notice is given that, by an order of the Federal Court of Australia (Court) made on 9 June 2011, 

pursuant to section 411(1) of the Corporations Act, a meeting of OCP Shareholders will be held at 
Darling Park Tower 2, Level 27, 201 Sussex Street, Sydney, NSW 2000 Australia on Friday, 15 

July 2011 starting at 10.30 am (Sydney time) or as soon thereafter as Share Scheme Meeting 1 has 

concluded or is adjourned. 

The Court has directed that Robert Ellis, or failing him Peter Housden, act as Chair of the Share 
Scheme Meeting 2 and has directed the Chair to report the result of the Share Scheme Meeting 2 to the 

Court. 

Purpose of Share Scheme Meeting 2 

The purpose of the Share Scheme Meeting 2 is to consider and, if thought fit, to agree (with or without 

modification) to the Share Scheme proposed to be made between iSOFT and the iSOFT Shareholders. 

A copy of the Share Scheme and the explanatory statement required by section 412 of the 
Corporations Act in relation to the Share Scheme are contained in the Scheme Booklet of which this 

notice forms part.   

Share Scheme Resolution 

OCP Shareholders entitled to vote at Share Scheme Meeting 2 will be asked to consider and, if thought 

fit, to pass, with or without modification, the following resolution: 

"In accordance with the provisions of section 411 of the Corporations Act 2001, the arrangement 
proposed between iSOFT Group Limited and the holders of its ordinary shares (Share Scheme), as 

contained in and more particularly described in the scheme booklet of which the notice convening this 
meeting forms part, is approved (with or without modification as approved by the Federal Court of 
Australia)." 

 

Dated 10 June 2011 

By order of the Board 

iSOFT Group Limited  

 

 

 

Howard Edelman 
Company Secretary 
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Explanatory Notes to Notices of Share Scheme Meetings  

General 

This notice of meeting, including the Share Scheme Resolution, should be read in conjunction with the 
Scheme Booklet of which this notice forms part.   

Terms used in this notice, unless otherwise defined, have the same meaning as set out in the Glossary 
in Section 17 of the Scheme Booklet. 

A copy of the Share Scheme is contained in Annexure D to the Scheme Booklet. 

Required voting majorities  

In accordance with section 411(4)(a) of the Corporations Act, for the Share Scheme to be Effective, 
the Share Scheme Resolution must be passed at each Share Scheme Meeting by: 

• unless the Court orders otherwise, more than 50% of iSOFT Shareholders present and voting 

(either in person or by proxy, attorney or by corporate representative) at that Share Scheme 
Meeting; and 

• at least 75% of the votes cast on the Share Scheme Resolution by iSOFT Shareholders voting 

at that Share Scheme Meeting. 

Voting at each Share Scheme Meeting will be by poll rather than by show of hands. 

Court approval 

Under section 411(4)(b) of the Corporations Act, the Share Scheme (with or without modification) 
must be approved by the order of the Court to become Effective.  If the Share Scheme Resolution is 
agreed to by the required majorities set out above and all of the Conditions Precedent in respect of the 
Share Scheme are satisfied or waived, iSOFT intends to apply to the Court for the necessary orders to 
give effect to the Share Scheme. 

The Court has a discretion under section 411(4)(a)(ii)(A) of the Corporations Act to approve the Share 
Scheme if it is approved by at least 75% of the votes cast on the resolution but not by a majority in 
number of iSOFT Shareholders present and voting at the meeting.  

Determination of entitlement to attend and vote 

Under section 411 of the Corporations Act and all other enabling powers, the Court has ordered that: 

• iSOFT Shareholders (other than OCP Shareholders) will be entitled to vote in accordance with 

their holding of iSOFT Shares (as recorded on the iSOFT Share Register) at 10.00 am (Sydney 
time) on Wednesday, 13 July 2011; and 

• OCP Shareholders will be entitled to vote in accordance with their holding of iSOFT Shares 

(as recorded on the iSOFT Share Register) at 10.30 am (Sydney time) on Wednesday, 13 July 

2011.   

Accordingly, only such persons will be entitled to vote at the relevant Share Scheme Meeting and 
transfers of iSOFT Shares registered after that time will be disregarded in determining entitlements to 
attend and vote at the Share Scheme Meetings. 

How to vote – iSOFT Shareholders 

Voting will be by poll.  If you are an iSOFT Shareholder entitled to attend and vote at a Share Scheme 
Meeting, you may vote by: 

• attending the relevant Share Scheme Meeting in person; 

• appointing an attorney to attend and vote on your behalf; 
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• appointing a proxy to attend and vote on your behalf using the Proxy Form accompanying the 

Scheme Booklet; or 

• in the case of a body corporate, appointing an authorised corporate representative to attend and 

vote on its behalf. 

Voting at each Share Scheme Meeting  

If you or your representatives intend to attend a Share Scheme Meeting, please arrive at least 30 
minutes prior to the time the relevant Share Scheme Meeting is to commence, so that your 
shareholding may be checked against the iSOFT Share Register, any power of attorney or certificate of 
appointment of corporate representative can be verified (as required), and you or your representatives' 
attendance noted. 

Jointly held securities 

If your iSOFT Shares are jointly held with one or more other persons, only one of you will be entitled 
to vote.  If more than one iSOFT Shareholder votes in respect of jointly held iSOFT Shares, only the 
vote of the iSOFT Shareholder whose name appears first on the iSOFT Share Register will be counted. 

Voting in person 

To vote in person at a Share Scheme Meeting, you must attend the relevant Share Scheme Meeting. 

An iSOFT Shareholder who is entitled to vote and wishes to attend and vote at a Share Scheme 
Meeting in person will be admitted to the relevant Share Scheme Meeting and given a voting card on 
disclosure at the point of entry to the relevant Share Scheme Meeting of their name and address. 

Voting by corporate representative 

A body corporate that is an iSOFT Shareholder and entitled to vote at a Share Scheme Meeting must 
appoint a person to act as its representative.  The appointment must comply with section 250D of the 
Corporations Act, meaning that iSOFT will require a Certificate of Appointment of Corporate 
Representative executed in accordance with the Corporations Act.   

If a Certificate of Appointment is completed by an individual or a corporation under a power of 
attorney, the power of attorney under which the Certificate is signed, or a certified copy of that power 
of attorney, must accompany the completed Certificate of Appointment, unless the power of attorney 
has already been noted by iSOFT.  

Authorised corporate representatives of eligible iSOFT Shareholders will be admitted to the relevant 
Share Scheme Meeting and given a voting card on providing at the point of entry to the relevant Share 
Scheme Meeting written evidence of their appointment including any authority under which it is 
signed, their name and address and the name of their appointer. 

Voting by attorney 

You may appoint an attorney to attend and vote at the relevant Share Scheme Meeting on your behalf.  
Your attorney need not be another iSOFT Shareholder.  Each attorney will have the right to vote on 
the poll and also speak at the meeting.  

The power of attorney appointing the attorney in respect of a Share Scheme Meeting must be duly 
executed and specify the name of the applicable iSOFT Shareholder, iSOFT and the attorney.  The 
appointment may be a standing one. 

Unless you have already provided it to the iSOFT Registry, the original or certified copy of the power 
of attorney must be received by the iSOFT Registry, at the registered office of the iSOFT Registry by 
no later than (i) 10.00 am (Sydney time) on Wednesday, 13 July 2011 for Share Scheme Meeting 1 
and (ii) 10.30 am (Sydney time) on Wednesday, 13 July 2011 for Share Scheme Meeting 2 (or if the 
meeting is adjourned, at least 48 hours before the resumption of the meeting in relation to the resumed 
part of the Share Scheme Meeting).   
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Attorneys of eligible iSOFT Shareholders will be admitted to the relevant Share Scheme Meeting and 
given a voting card on providing at the point of entry of the Share Scheme Meeting, their name and 
address and the identity of their appointer. 

The appointment of an attorney will not preclude you from attending in person and voting at the 
relevant Share Scheme Meeting if you are entitled to attend and vote.  In such circumstances only you, 
and not your attorney, will be entitled to vote. 

Voting by proxy 

You may appoint one or two proxies to attend and vote at the relevant Share Scheme Meeting on your 
behalf.  A proxy need not be an iSOFT Shareholder.  Each proxy will have the right to vote on the poll 
and also speak at the relevant Share Scheme Meeting.  

The Proxy Form is enclosed with this Scheme Booklet.  Please refer to the Proxy Form for instructions 
on completion and lodgement.   

To appoint a proxy, you should complete and return the original or certified copy of the Proxy Form 
(and any authority under which the Proxy Form is signed), so that the Proxy Form is received by the 
iSOFT Registry by no later than (i) 10.00 am (Sydney time) on Wednesday, 13 July 2011 for Share 
Scheme Meeting 1 and (ii) 10.30 am (Sydney time) on Wednesday, 13 July 2011 for Share Scheme 
Meeting 2 (or if the meeting is adjourned, at least 48 hours before the resumption of the meeting in 
relation to the resumed part of the Share Scheme Meeting). 

If you wish to appoint a second proxy, a second Proxy Form should be used and you should clearly 
indicate on the second Proxy Form that it is a second proxy and not a revocation of your first proxy.  If 
two proxies are appointed, each proxy may be appointed to represent a specified number or proportion 
of your votes.  If no such number or proportion is specified in the Proxy Form, each proxy may 
exercise half of your votes.   

You should consider how you wish the proxy to vote. That is, whether you wish for the proxy to vote 
‘For’ or ‘Against’, or abstain from voting on, the Share Scheme Resolution, or whether to leave the 
decision to the appointed proxy after discussion at the relevant Share Scheme Meeting.   

If you do not instruct your proxy on how to vote, your proxy may vote, or abstain from voting, as he or 

she sees fit at the Share Scheme Meeting.  If a proxy is instructed to abstain from voting on an item of 
business, that person is directed not to vote on an iSOFT Shareholder’s behalf on a show of hands or 
on a poll, and the iSOFT Shares the subject of the proxy appointment will not be counted in 

computing the required majority. 

If you return your Proxy Form: 

• without specifying the identity of the proxy, you will be taken to have appointed the chairman 

of the relevant Share Scheme Meeting as your proxy to vote on your behalf; or 

• with a proxy specified but the nominated proxy does not attend the Share Scheme Meeting, the 

chairman of the relevant Share Scheme Meeting will act in place of the nominated proxy and 
vote in accordance with the directions on the Proxy Form.   

The iSOFT Board intends to vote all valid undirected proxies which they receive in favour of the 

Share Scheme Resolution. 

A proxy will be admitted to the relevant Share Scheme Meeting and given a voting card on providing 
at the point of entry to the Share Scheme Meeting written evidence of their name and address. 

Your appointment of proxy does not preclude you from attending in person, revoking a proxy and 
voting at the relevant Share Scheme Meeting if you are entitled to attend and vote at the Share Scheme 
Meeting.  In such circumstances, you, and not the proxy, will be entitled to vote at the relevant Share 

Scheme Meeting. 
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Online submission of proxy appointment(s) 

Alternatively, iSOFT Shareholders can submit their proxy appointment(s) online at 
www.investorvote.com.au. To use this online proxy facility, you will need your Securityholders 

Reference Number (SRN) or Holder Identification Number (HIN) and postcode, as shown on your 
Proxy Form.  You will be taken to have signed the Proxy Form if you lodge it in accordance with the 
instructions on the website.  

If you wish to use this facility, you must lodge your Proxy Form through the facility by no later than 
(i) 10:00 am (Sydney time) on Wednesday, 13 July 2011 for Share Scheme Meeting 1 and (ii) 10.30 
am (Sydney time) on Wednesday, 13 July 2011 for Share Scheme Meeting 2.  A proxy appointment 

cannot be submitted electronically by a person acting on behalf of an iSOFT Shareholder under a 
power of attorney or similar authority.  The online proxy facility may not be suitable for some 
shareholders who wish to appoint two proxies with different voting directions. Please read the 

instructions for the online proxy facility carefully before you lodge your proxy using this facility. 

Lodgement of proxies, powers of attorney and authorities 

Proxy Forms, powers of attorney and certificates of appointment of representative should be returned 

to the iSOFT Registry by either: 

• posting them in the reply paid envelope provided; 

• delivering them to Level 4, 60 Carrington Street, Sydney, NSW 2000 Australia; 

• faxing them to 1800 783 447 (within Australia) or +61 03 9473 2555 (outside Australia); or 

• posting them to C/- Computershare Investor Services Pty Limited, GPO Box 242, Melbourne, 

Victoria 3001, Australia. 

How to vote – CDI holders 

CDI holders can vote at Share Scheme Meeting 1 by instructing the registered holder of their iSOFT 
Shares, J.P. Morgan Nominees Australia Limited, how to vote using the enclosed Form of Instruction.  
CDI holders are urged to follow carefully the instructions on the Form of Instruction and are advised 

to complete the Form of Instruction and return it to Equiniti as soon as possible and in any event so 
that it is received by Equiniti by no later than 10.00 am on Tuesday, 5 July 2011 (Sydney  time). This 
will enable Equiniti to ensure that when J.P. Morgan Nominees Australia Limited submits its proxy 

material, this reflects the votes of CDI holders. 
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Notice of Option Scheme Meeting  

 

Notice of Court Ordered Meeting of iSOFT Optionholders 

Notice is given that, by an order of the Federal Court of Australia (Court) made on 9 June 2011, 

pursuant to section 411(1) of the Corporations Act, a meeting of iSOFT Optionholders will be held at 
Darling Park Tower 2, Level 27, 201 Sussex Street, Sydney, NSW 2000 Australia on Friday, 15 

July 2011 starting at 11.00 am (Sydney time) or as soon thereafter as Share Scheme Meeting 2 has 

concluded or is adjourned. 

The Court has directed that Robert Ellis, or failing him Peter Housden, act as Chair of the Option 
Scheme Meeting and has directed the Chair to report the result of the Option Scheme Meeting to the 

Court. 

Purpose of Option Scheme Meeting 

The purpose of the Option Scheme Meeting is to consider and, if thought fit, to agree (with or without 

modification) to a scheme of arrangement (the Option Scheme) proposed to be made between iSOFT 
and the iSOFT Optionholders. 

A copy of the Option Scheme and the explanatory statement required by section 412 of the 

Corporations Act in relation to the Option Scheme are contained in the Scheme Booklet of which this 
notice forms part.    

Option Scheme Resolution 

The Option Scheme Meeting will be asked to consider and, if thought fit, to pass, with or without 
modification, the following resolution: 

"In accordance with the provisions of section 411 of the Corporations Act 2001, the arrangement 

proposed between iSOFT Group Limited and the holders of options to subscribe for its ordinary shares 
(Option Scheme), as contained in and more particularly described in the scheme booklet of which the 
notice convening this meeting forms part, is agreed to (with or without modification as approved by 

the Federal Court of Australia)." 

 

Dated 10 June 2011 

By order of the Board 

iSOFT Group Limited  

 

 

 

Howard Edelman 
Company Secretary 
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Explanatory Notes to Notice of Option Scheme Meeting  

General 

This notice of meeting, including the Option Scheme Resolution, should be read in conjunction with 
the Scheme Booklet of which this notice forms part.   

Terms used in this notice, unless otherwise defined, have the same meaning as set out in the Glossary 
in Section 17 of the Scheme Booklet. 

A copy of the Option Scheme is contained in Annexure E to the Scheme Booklet. 

Required voting majorities  

In accordance with section 411(4)(a) of the Corporations Act, for the Option Scheme to be Effective, 
the Option Scheme Resolution must be passed by: 

• more than 50% of iSOFT Optionholders present and voting (either in person or by proxy, 

attorney or by corporate representative); and  

• iSOFT Optionholders whose iSOFT Options amount to at least 75% of the total value of the 

iSOFT Options held by iSOFT Optionholders who vote at the Option Scheme Meeting (the 
'value' of an iSOFT Option will be determined by reference to the Option Scheme 

Consideration payable on the cancellation of an iSOFT Option). 

Voting at the Option Scheme Meeting will be by poll rather than by show of hands. 

Court approval 

Under section 411(4)(b) of the Corporations Act, the Option Scheme (with or without modification) 
must be approved by the order of the Court to become Effective.  If the Option Scheme Resolution is 
agreed to by the required majorities set out above and all of the Conditions Precedent in respect of the 
Option Scheme are satisfied or waived, iSOFT intends to apply to the Court for the necessary orders to 
give effect to the Option Scheme. 

Determination of entitlement to attend and vote 

Under section 411 of the Corporations Act and all other enabling powers, the Court has ordered that a 
person's entitlement to vote at the Option Scheme Meeting will be determined in accordance with their 
holding of iSOFT Options (as recorded on the iSOFT Option Register) at 11.00 am on Wednesday, 13 
July 2011.  Accordingly, only those persons will be entitled to vote at the Option Scheme Meeting and  
transfers of iSOFT Options registered after that time will be disregarded in determining entitlements to 
attend and vote at the Option Scheme Meeting. 

How to vote 

Voting will be by poll.  If you are an iSOFT Optionholder entitled to attend and vote at the Option 
Scheme Meeting, you may vote by: 

• attending the Option Scheme Meeting in person; 

• appointing an attorney to attend and vote on your behalf; 

• appointing a proxy to attend and vote on your behalf using the Proxy Form accompanying the 

Scheme Booklet; or 

• in the case of a body corporate, appointing an authorised corporate representative to attend and 

vote on its behalf. 
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Voting at the Option Scheme Meeting 

If you or your representatives intend to attend the Option Scheme Meeting, please arrive at least 30 
minutes prior to the time the Option Scheme Meeting is to commence, so that your optionholding may 
be checked against the iSOFT Option Register, any power of attorney or certificate of appointment of 
corporate representative can be verified (as required), and you or your representatives' attendance 
noted. 

Jointly held securities 

If your iSOFT Options are jointly held with one or more other persons, only one of you will be entitled 
to vote.  If more than one iSOFT Optionholder votes in respect of jointly held iSOFT Options, only the 
vote of the iSOFT Optionholder whose name appears first on the iSOFT Option Register will be 
counted. 

Voting in person 

To vote in person at the Option Scheme Meeting, you must attend the Option Scheme Meeting. 

An iSOFT Optionholder who is entitled to vote and wishes to attend and vote at the Option Scheme 
Meeting in person will be admitted to the Option Scheme Meeting and given a voting card on 
disclosure at the point of entry to the Option Scheme Meeting of their name and address. 

Voting by corporate representative 

A body corporate that is an iSOFT Optionholder and entitled to vote at the Option Scheme Meeting 
must appoint a person to act as its representative.  The appointment must comply with section 250D of 
the Corporations Act, meaning that iSOFT will require a Certificate of Appointment of Corporate 
Representative executed in accordance with the Corporations Act.   

If a Certificate of Appointment is completed by an individual or a corporation under a power of 
attorney, the power of attorney under which the Certificate is signed, or a certified copy of that power 
of attorney, must accompany the completed Certificate of Appointment, unless the power of attorney 
has already been noted by iSOFT.  

Authorised corporate representatives of eligible iSOFT Optionholders will be admitted to the Option 
Scheme Meeting and given a voting card on providing at the point of entry to the Option Scheme 
Meeting written evidence of their appointment including any authority under which it is signed, their 
name and address and the name of their appointer. 

Voting by attorney 

You may appoint an attorney to attend and vote at the Option Scheme Meeting on your behalf.  Your 
attorney need not be another iSOFT Optionholder.  Each attorney will have the right to vote on the 
poll and also speak at the Option Scheme Meeting.  

The power of attorney appointing the attorney in respect of the Option Scheme Meeting must be duly 
executed and specify the name of the applicable iSOFT Optionholder, iSOFT and the attorney.  The 
appointment may be a standing one. 

Unless you have already provided it to the iSOFT Registry, the original or certified copy of the power 
of attorney must be received by the iSOFT Registry, at the registered office of the iSOFT Registry by 
no later than 11.00 am (Sydney time) on Wednesday, 13 July 2011 (or if the meeting is adjourned, at 
least 48 hours before the resumption of the meeting in relation to the resumed part of the Option 
Scheme Meeting).   

Attorneys of eligible iSOFT Optionholders will be admitted to the Option Scheme Meeting and given 
a voting card on providing at the point of entry of the Option Scheme Meeting, their name and address 
and the identity of their appointer. F
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The appointment of an attorney will not preclude you from attending in person and voting at the 
Option Scheme Meeting if you are entitled to attend and vote.  In such circumstances only you, and 
not your attorney, will be entitled to vote. 

Voting by proxy 

You may appoint a proxy to attend and vote at the Option Scheme Meeting on your behalf.  A proxy 
need not be an iSOFT Optionholder.  A proxy will have the right to vote on the poll and also speak at 
the Option Scheme Meeting.  

The Proxy Form is enclosed with this Scheme Booklet.  Please refer to the Proxy Form for instructions 
on completion and lodgement.   

To appoint a proxy, you should complete and return the original or certified copy of the Proxy Form 
(and any authority under which the Proxy Form is signed), so that the Proxy Form is received by the 
iSOFT Registry by no later than 11.00 am (Sydney time) on Wednesday, 13 July 2011 (or if the 
meeting is adjourned, at least 48 hours before the resumption of the meeting in relation to the resumed 
part of the Option Scheme Meeting). 

You should consider how you wish the proxy to vote. That is, whether you wish for the proxy to vote 
‘For’ or ‘Against’, or abstain from voting on, the Option Scheme Resolution, or whether to leave the 
decision to the appointed proxy after discussion at the Option Scheme Meeting.   

If you do not instruct your proxy on how to vote, your proxy may vote, or abstain from voting, as he or 
she sees fit at the Option Scheme Meeting.  If a proxy is instructed to abstain from voting on an item 
of business, that person is directed not to vote on an iSOFT Optionholder’s behalf on a show of hands 

or on a poll, and the iSOFT Options the subject of the proxy appointment will not be counted in 
computing the required majority. 

If you return your Proxy Form: 

• without specifying the identity of the proxy, you will be taken to have appointed the chairman 

of the Option Scheme Meeting as your proxy to vote on your behalf; or 

• with a proxy specified but the nominated proxy does not attend the Option Scheme Meeting, 

the chairman of the Option Scheme Meeting will act in place of the nominated proxy and vote 
in accordance with the directions on the Proxy Form.   

The iSOFT Board intends to vote all valid undirected proxies which they receive in favour of the 
Option Scheme Resolution. 

A proxy will be admitted to the Option Scheme Meeting and given a voting card on providing at the 

point of entry to the Option Scheme Meeting written evidence of their name and address. 

Your appointment of proxy does not preclude you from attending in person, revoking a proxy and 
voting at the Option Scheme Meeting if you are entitled to attend and vote at the Option Scheme 

Meeting.  In such circumstances, you, and not the proxy, will be entitled to vote at the Option Scheme 
Meeting. 

Online submission of proxy appointment(s) 

Alternatively, iSOFT Optionholders can submit their proxy appointment online at 
www.investorvote.com.au. To use this online proxy facility, you will need your Reference Number 
and postcode, as shown on your Proxy Form.  You will be taken to have signed the Proxy Form if you 

lodge it in accordance with the instructions on the website. If you wish to use this facility, you must 
lodge your Proxy Form through the facility by no later than 11.00 am (Sydney time) on Wednesday, 
13 July 2011.  A proxy appointment cannot be submitted electronically by a person acting on behalf of 

an iSOFT Optionholder under a power of attorney or similar authority.  Please read the instructions for 
the online proxy facility carefully before you lodge your proxy using this facility. 
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Lodgement of proxies, powers of attorney and authorities 

Proxy Forms, powers of attorney and certificates of appointment of representative should be returned 
to the iSOFT Registry by either: 

• posting them in the reply paid envelope provided;  

• delivering them to Level 4, 60 Carrington Street, Sydney, NSW 2000 Australia; 

• faxing them to 1800 783 447 (within Australia) or +61 3 9473 2555 (outside Australia); or 

• posting them to C/- Computershare Investor Services Pty Limited, GPO Box 242, Melbourne, 

Victoria 3001, Australia.  
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Scheme of Arrangement 

pursuant to section 411 of the Corporations Act 2001 (Cth) 
  

between: iSOFT Group Limited (ACN 063 539 702) of Darling Park Tower 2, Level 27, 201 

Sussex Street, Sydney NSW 2000 Australia (iSOFT)  

  

and: The holders of ordinary shares in iSOFT as at the Scheme Record 
Date 

 
 
 

 

Operative provisions 

1 Definitions and interpretation 

Definitions 

1.1 In this document, unless the context requires otherwise: 

ASIC means the Australian Securities and Investments Commission. 

ASPL means ASX Settlement Pty Ltd (ABN 49 008 504 532). 

ASPL Settlement Rules means the settlement and transfer rules of ASPL. 

ASX means ASX Limited (ACN 008 624 691) or, where the context requires, the securities 

market which it operates. 

Bidder means CSC Computer Sciences Australia Holdings Pty Limited (ACN 120 570 390). 

Business Day means a day that is not a Saturday, Sunday, public holiday or bank holiday in 

Sydney, NSW and Virginia, United States of America.  

CHESS means the Clearing House Electronic Subregister System of share transfers operated 
by ASPL. 

Close of Trading means the close of normal trading on ASX on the Effective Date. 

Corporations Act means the Corporations Act 2001 (Cth). 

Court means a court of competent jurisdiction under the Corporations Act. 

Deed Poll means the deed poll in respect of this Scheme dated 26 May 2011 executed by 
Bidder in favour of each Scheme Shareholder. 

Effective means, when used in relation to this Scheme, the coming into effect, under section 

411(10) of the Corporations Act, of the Scheme Order. 

Effective Date means the date on which an office copy of the Scheme Order approving this 
Scheme is lodged with ASIC. 

Implementation Date means the third Business Day after the Scheme Record Date. F
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iSOFT Share means an issued ordinary share in iSOFT. 

iSOFT Shareholder means each person who is registered in the Register as a holder of an 
iSOFT Share. 

iSOFT Share Registry means Computershare Investor Services Pty Ltd (ACN 48 078 279 
277). 

OCP Shareholder means any iSOFT Shareholder which is Oceania or a Related Body 

Corporate of Oceania 

Register means the register of shareholders of iSOFT. 

Scheme means this scheme of arrangement under Part 5.1 of the Corporations Act between 

iSOFT and Scheme Shareholders, subject to any alterations or conditions made or required by 
the Court under section 411(6) of the Corporations Act and approved in writing by iSOFT and 
Bidder. 

Scheme Consideration means $0.17 less all amounts which remain unpaid in respect of each 
Scheme Share. 

Scheme Implementation Agreement means the scheme implementation agreement dated 1 

April 2011 between iSOFT, Bidder and Computer Sciences Corporation (as amended). 

Scheme Meeting means the meeting of iSOFT Shareholders (other than OCP Shareholders) 
ordered by the Court to be convened under section 411(1) of the Corporations Act and the 

meeting of OCP Shareholders ordered by the Court to be convened under section 411(1) of the 
Corporations Act in relation to this Scheme. 

Scheme Order means the orders of the Court approving this Scheme pursuant to section 

411(4)(b) of the Corporations Act.  

Scheme Record Date means 7.00pm on the fifth Business Day after the Effective Date. 

Scheme Share means an iSOFT Share as at the Scheme Record Date. 

Scheme Shareholder means each person who holds a Scheme Share. 

Second Court Date means the date of the hearing by the Court of the application to approve 
this Scheme under section 411(4)(b) of the Corporations Act. 

Second Court Hearing means the hearing of the application to the Court for the Scheme 
Order approving this Scheme.  

Sunset Date means:  

(a) 5.00 pm (London time) on Thursday, 15 September 2011; or  

(b) such other date and time as agreed in writing between iSOFT and Bidder. 

Interpretation 

1.2 In this document: 

(a) unless the context requires otherwise, a reference: 

(i) to the singular includes the plural and vice versa; 

(ii) to a gender includes all genders; 
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(iii) to a document or instrument is a reference to that document or instrument as 
amended, consolidated, supplemented, novated or replaced; 

(iv) to a clause, paragraph, Schedule or Annexure is to a clause, paragraph, 

Schedule or Annexure of or to this document; 

(v) to a law includes any legislation, judgment, rule of common law or equity or 
rule of any applicable stock exchange, and is a reference to that law as 

amended, consolidated, supplemented or replaced and includes a reference to 
any regulation, by-law or other subordinate legislation; 

(vi) to any time is to Sydney, NSW time; 

(vii) to "$" is to the lawful currency of Australia; 

(b) the words "including" or "includes" means "including, but not limited to", or 
"includes, without limitation" respectively; 

(c) where a word or phrase is defined, its other grammatical forms have a corresponding 
meaning; 

(d) headings are for convenience only and do not affect interpretation of this document; 

(e) if a payment or other act must (but for this clause) be made or done on a day that is not 
a Business Day, then it must be made or done on the next Business Day; and 

(f) if a period must be calculated from, after or before a day or the day of an act or event, 

it must be calculated excluding that day. 

2 Preliminary 

iSOFT 

2.1 iSOFT is a public company, incorporated in Australia and registered in New South Wales.  Its 

registered office is at Darling Park Tower 2, Level 27, 201 Sussex Street, Sydney NSW 2000. 

2.2 iSOFT is admitted to the official list of ASX and iSOFT Shares are quoted on ASX. 

2.3 As at the date of this document, there were 1,070,595,874 iSOFT Shares on issue. 

Bidder 

2.4 Bidder is a proprietary, incorporated in Australia.  Its registered office is at 26 Talavera Road, 
Macquarie Park, Sydney, New South Wales. 

Effect of Scheme 

2.5 If this Scheme becomes Effective and subject to Bidder depositing the Scheme Consideration 
in accordance with clause 4.4: 

(a) all of the Scheme Shares, together with all rights and entitlements attaching to the 
Scheme Shares, will be transferred to Bidder and iSOFT will become a subsidiary of 
Bidder; 

(b) in consideration of the transfer of the Scheme Shares, iSOFT will pay or procure the 
payment of the Scheme Consideration to each Scheme Shareholder in accordance with 
the terms of this Scheme; and 
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(c) iSOFT will enter the name and address of Bidder in the Register as the holder of the 
Scheme Shares. 

Scheme Implementation Agreement 

2.6 iSOFT and Bidder have entered into the Scheme Implementation Agreement which sets out 
the terms on which iSOFT and Bidder have agreed to implement this Scheme. 

Deed Poll 

2.7 Bidder has executed the Deed Poll in favour of each Scheme Shareholder under which it has 
covenanted, subject to the Scheme becoming Effective, to comply with its obligations under 
the Scheme and to do all things necessary or desirable to implement this Scheme, including to 

pay or procure the payment of Scheme Consideration. 

3 Conditions precedent 

Conditions precedent to Scheme 

3.1 This Scheme is conditional on: 

(a) as at 8.00am on the Second Court Date, neither the Scheme Implementation 
Agreement nor the Deed Poll having been terminated in accordance with its terms; 

(b) all of the conditions precedent set out in clause 3.1 of the Scheme Implementation 

Agreement, other than those in clauses 3.1(c) and (d) of the Scheme Implementation 
Agreement, having been satisfied or waived in accordance with the terms of that 
agreement; 

(c) this Scheme having been approved by the requisite majorities of iSOFT Shareholders 
in accordance with section 411(4)(a) of the Corporations Act at each Scheme Meeting; 

(d) the Court having approved this Scheme, with or without modification, under section 

411(4)(b) of the Corporations Act; and 

(e) any other conditions made or required by the Court under section 411(6) of the 
Corporations Act in relation to this Scheme, and which are acceptable to iSOFT and 

Bidder, having been satisfied, 

and the provisions of clauses 4, 5 and 6 will not come into effect unless and until each of these 
conditions precedent has been satisfied. 

Certificate in relation to conditions precedent 

3.2 On the Second Court Date, iSOFT and Bidder will each provide to the Court at the Second 
Court Hearing a certificate, or such other evidence as the Court requests, confirming (in 

respect of matters within their knowledge) whether or not all of the conditions precedent to 
this Scheme (as set out in clause 3.1), other than those in clauses 3.1(c) and (d), have been 
satisfied or waived. 

3.3 The giving of a certificate by each of iSOFT and Bidder under clause 3.2 will, in the absence 
of manifest error, be conclusive evidence of the satisfaction or waiver of the conditions 
precedent referred to in the relevant certificate. F
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Sunset Date 

3.4 This Scheme will lapse and have no further force or effect if the Effective Date has not 
occurred on or before the Sunset Date. 

Termination 

3.5 Without limiting any rights under the Scheme Implementation Agreement, if the Scheme 
Implementation Agreement is terminated in accordance with its terms before this Scheme 

becomes Effective, each of Bidder and iSOFT are released from:  

(a) any further obligation to take steps to implement this Scheme; and  

(b) any liability with respect to this Scheme.  

4 Implementation of Scheme 

Lodgement of Scheme Order 

4.1 If the conditions precedent in clause 3.1 are satisfied, iSOFT will lodge with ASIC in 
accordance with section 411(10) of the Corporations Act an office copy of the Scheme Order 

as soon as practicable, and in any event by no later than 5:00pm on the first Business Day (or 
on such other Business Day as iSOFT and Bidder agree) after the date on which the Court 
makes that Scheme Order.  

Transfer of Scheme Shares 

4.2 Subject to this Scheme becoming Effective and the payment of the Scheme Consideration in 
accordance with clauses 4.4 to 4.5, on the Implementation Date: 

(a) the Scheme Shares, together with all rights and entitlements attaching to them as at the 
Implementation Date, will be transferred to Bidder without the need for any further act 
by any Scheme Shareholder; 

(b) to transfer the Scheme Shares to Bidder, iSOFT will effect a valid transfer or transfers 
of the Scheme Shares to Bidder under section 1074D of the Corporations Act, or 
deliver to Bidder duly completed and executed share transfer forms (or a master 

transfer form) in accordance with section 1071B of the Corporations Act and Bidder 
will execute and deliver those share transfer form(s) to iSOFT; and 

(c) iSOFT will enter the name and address of Bidder in the Register as the holder of the 

Scheme Shares. 

Payment of Scheme Consideration 

4.3 On the Implementation Date, in consideration of the transfer to Bidder of the Scheme Shares, 

iSOFT must procure Bidder to pay the Scheme Consideration to each Scheme Shareholder in 
respect of each Scheme Share held by that Scheme Shareholder. 

4.4 iSOFT's obligation under clause 4.3 will be satisfied by procuring Bidder, on or before the 

Implementation Date, to deposit an amount equal to the aggregate amount of the Scheme 
Consideration payable to Scheme Shareholders in cleared funds in a trust account operated by 
iSOFT, and in the name of iSOFT, to be held on trust for the purpose of paying the Scheme 

Consideration to those Scheme Shareholders, except that any interest on the amount deposited 
(less any bank fees and other charges) will be for the account of the Bidder. 
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4.5 On the Implementation Date, iSOFT, subject to Bidder depositing the Scheme Consideration 
in accordance with clause 4.4, will dispatch or procure the dispatch to each Scheme 
Shareholder by prepaid post to its address in the Register at the Scheme Record Date, a cheque 

in the name of the Scheme Shareholder (drawing on the trust account referred to in clause 
4.34.4) for the amount equal to the number of Scheme Shares held by the Scheme Shareholder 
multiplied by the Scheme Consideration.  In the case of joint holders of Scheme Shares, the 

cheque will be payable to the joint holders and sent to the holder whose name appears first in 
the Register at the Scheme Record Date.  

5 Dealings in iSOFT Shares 

Determination of Scheme Shareholders 

5.1 Each Scheme Shareholder will be entitled to participate in this Scheme.  

5.2 For the purpose of determining who is a Scheme Shareholder, dealings in iSOFT Shares will 
only be recognised if: 

(a) in the case of dealings of the type to be effected by CHESS, the transferee is registered 
in the Register as the holder of the relevant iSOFT Shares by the Scheme Record 
Date; and 

(b) in all other cases, share transfer forms in registrable form or transmission applications 
in respect of those dealings are received by the Scheme Record Date by the iSOFT 
Share Registry. 

iSOFT's obligation to register  

5.3 iSOFT must register any registrable transfers or transmission applications of the kind referred 
to in clause 5.2(b) by the Scheme Record Date. 

Transfer requests received after the Scheme Record Date 

5.4 iSOFT will not accept for registration, nor recognise for any purpose, any transfer or 
transmission application in respect of iSOFT Shares received after the Scheme Record Date 

(other than a transfer to Bidder in accordance with this Scheme and any subsequent transfers 
by Bidder or its successors in title). 

No disposal after Close of Trading  

5.5 If the Scheme becomes Effective, a Scheme Shareholder (and any person claiming through 
that Scheme Shareholder) must not dispose of, or purport to agree to dispose of, any iSOFT 
Shares or any interest in them after the Close of Trading in any way except as set out in this 

Scheme and any such disposal will be void and of no legal effect whatsoever. iSOFT will 
procure that the iSOFT Share Registry does not recognise any dealings in iSOFT Shares after 
the Close of Trading other than a transfer to Bidder in accordance with this Scheme and any 

subsequent transfer by Bidder. 

Maintenance of Register 

5.6 For the purpose of determining entitlements to the Scheme Consideration, iSOFT will, until 

the Scheme Consideration has been paid to Scheme Shareholders, maintain or procure the 
maintenance of the Register in accordance with this clause 5 and entitlements to the Scheme 
Consideration will be determined solely on the basis of the Register. 
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Effect of certificates and holding statements 

5.7 From the Scheme Record Date (other than for Bidder after the Implementation Date), all 
certificates and holding statements for Scheme Shares will cease to have any effect as a 

document of title in respect of the Scheme Shares, and each entry on the Register as at the 
Scheme Record Date will cease to have any effect other than as evidence of an entitlement of 
Scheme Shareholders to the Scheme Consideration. 

Information to be made available to Bidder 

5.8 iSOFT will procure that, as soon as reasonably practicable after the Scheme Record Date and 
in any event at least 2 Business Days before the Implementation Date, details of the names, 

addresses and holdings of Scheme Shares of every Scheme Shareholder as shown in the 
Register at the Scheme Record Date are made available to Bidder in such form as Bidder 
reasonably requires. 

6 Quotation of iSOFT Shares 

6.1 iSOFT will apply to ASX for suspension of trading of iSOFT Shares on ASX with effect from 
the Close of Trading. 

6.2 If this Scheme has been fully implemented in accordance with its terms, iSOFT will apply to 

ASX for the termination of the official quotation of iSOFT Shares on ASX and to have iSOFT 
removed from the official list of ASX with effect as soon as practicable after the 
Implementation Date. 

7 General Scheme provisions 

Appointment of iSOFT as agent and attorney 

7.1 Each Scheme Shareholder, without the need for any further act, irrevocably appoints iSOFT 
and each of the directors and officers of iSOFT (jointly and severally) as its agent and attorney 
for the purpose of: 

(a) in the case of Scheme Shares in a CHESS holding: 

(i) causing a message to be transmitted to ASPL in accordance with the ASPL 
Settlement Rules to transfer the Scheme Shares held by the Scheme 

Shareholder from the CHESS subregister of iSOFT to the issuer sponsored 
subregister operated by iSOFT at any time after Bidder has paid or procured 
the payment of the Scheme Consideration which is due under this Scheme to 

Scheme Shareholders; and 

(ii) completing and signing on behalf of Scheme Shareholders any required form 
of transfer of Scheme Shares; and 

(b) in the case of Scheme Shares registered in the issuer sponsored subregister operated 
by the iSOFT Share Registry, completing and signing on behalf of Scheme 
Shareholders any required form of transfer; and 

(c) in all cases, executing any document or doing any other act necessary or desirable to 
give full effect to this Scheme and the transactions contemplated by it, including 
executing a proper instrument of transfer of Scheme Shares for the purposes of section 

1071B of the Corporations Act (which may be a master transfer). 
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Scheme Shareholders' consent 

7.2 Each Scheme Shareholder consents to iSOFT doing all things and executing all deeds, 
instruments, transfers and other documents that may be necessary or desirable to give full 

effect to this Scheme and the transactions contemplated by it. 

Agreement by Scheme Shareholders 

7.3 Each Scheme Shareholder agrees to: 

(a) the transfer of its Scheme Shares to Bidder in accordance with the terms of this 
Scheme; and 

(b) the variation, cancellation or modification (if any) of the rights attached to its iSOFT 

Shares constituted by or resulting from this Scheme. 

Warranty by Scheme Shareholders 

7.4 Each Scheme Shareholder is deemed to have warranted to iSOFT, and is deemed to have 

authorised iSOFT to warrant to Bidder as agent and attorney for the Scheme Shareholder by 
virtue of this clause, that: 

(a) all of its Scheme Shares (including all rights and entitlements attaching to them) 

transferred to Bidder under this Scheme will, on the date of the transfer, be fully paid 
and free from all mortgages, charges, liens, encumbrances, pledges, security interests 
and other interests of third parties of any kind; and 

(b) it has full power and capacity to sell and transfer its Scheme Shares (including all 
rights and entitlements attaching to them). 

Title to Scheme Shares 

7.5 On and from the Implementation Date, subject to Bidder depositing the Scheme Consideration 
in accordance with clause 4.4, and pending registration by iSOFT of Bidder in the Register as 
the holder of the Scheme Shares, Bidder will be beneficially entitled to the Scheme Shares.  

Appointment of Bidder as sole proxy 

7.6 On and from the Implementation Date and pending registration by iSOFT of Bidder in the 
Register as the holder of the Scheme Shares, each Scheme Shareholder without the need for 

any further act, irrevocably appoints iSOFT as its agent and attorney to appoint the Bidder (or 
other person nominated by the Bidder in writing to iSOFT) as its sole proxy and, where 
appropriate, its corporate representative, to attend shareholders' meetings of iSOFT, exercise 

the votes attached to the Scheme Shares registered in the name of the Scheme Shareholder and 
sign any shareholders' resolutions of iSOFT.  The Scheme Shareholder must not itself attend 
or vote at any such meetings or sign any such resolutions, whether in person, by proxy or by 

corporate representative. 

Scheme alterations and conditions 

7.7 If the Court proposes to approve this Scheme subject to any alterations or conditions under 

section 411(6) of the Corporations Act, iSOFT may, by its counsel or solicitors, and with the 
consent of Bidder, consent to those alterations or conditions on behalf of all persons 
concerned, including, for the avoidance of doubt, all Scheme Shareholders. F
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Effect of Scheme 

7.8 This Scheme binds iSOFT and all iSOFT Shareholders (including those who do not attend the 
Scheme Meeting, do not vote at the meeting or vote against this Scheme) and, to the extent of 

any inconsistency and to the extent permitted by law, overrides the constitution of iSOFT. 

No liability when acting in good faith 

7.9 Neither iSOFT nor Bidder, nor any of their respective officers, will be liable for anything done 

or omitted to be done in the performance of this Scheme in good faith. 

Notices 

7.10 Where a notice, transfer, transmission application, direction or other communication referred 

to in this Scheme is sent by post to iSOFT, it will not be deemed to be received in the ordinary 
course of post or on a date other than the date (if any) on which it is actually received at 
iSOFT's registered office or at the iSOFT Share Registry. 

Further assurances 

7.11 iSOFT will execute all deeds, instruments, transfers and other documents and do all acts and 
things (on its own behalf and on behalf of each Scheme Shareholder) as may be necessary or 

desirable to give full effect to this Scheme and the transactions contemplated by it. 

Costs and stamp duty 

7.12 Bidder will pay all stamp duty (if any) and any related fines, penalties and interest payable on 

the transfer by Scheme Shareholders of the Scheme Shares to Bidder. 

Governing law and jurisdiction 

7.13 This Scheme is governed by the laws of New South Wales. 

7.14 Each party irrevocably and unconditionally: 

(a) submits to the non-exclusive jurisdiction of the courts of New South Wales; and 

(b) waives, without limitation, any claim or objection based on absence of jurisdiction or 

inconvenient forum. 
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Scheme of Arrangement 

pursuant to section 411 of the Corporations Act 2001 (Cth) 
  

between: iSOFT Group Limited (ACN 063 539 702) of Darling Park Tower 2, Level 27, 201 

Sussex Street, Sydney NSW 2000 Australia (iSOFT)  

  

and: The holders of options to subscribe for ordinary shares in iSOFT as at 
the Scheme Record Date 

 
 
 

 

Operative provisions 

1 Definitions and interpretation 

Definitions 

1.1 In this document, unless the context requires otherwise: 

ASIC means the Australian Securities and Investments Commission. 

ASX means ASX Limited (ACN 008 624 691) or, where the context requires, the securities 
market which it operates. 

Bidder means CSC Computer Sciences Australia Holdings Pty Limited (ACN 120 570 390). 

Business Day means a day that is not a Saturday, Sunday, public holiday or bank holiday in 
Sydney, NSW and Virginia, United States of America.  

Corporations Act means the Corporations Act 2001 (Cth). 

Court means a court of competent jurisdiction under the Corporations Act. 

Deed Poll means the deed poll in respect of this Option Scheme dated 26 May 2011 executed 
by Bidder in favour of each Scheme Optionholder. 

Effective means, when used in relation to this Option Scheme, the coming into effect, under 
section 411(10) of the Corporations Act, of the Option Scheme Order. 

Effective Date means the date on which an office copy of the Option Scheme Order approving 

this Option Scheme is lodged with ASIC. 

EIP Options means the iSOFT Options issued under the iSOFT Employee Incentive Plan in 
the following three tranches, being: 

(a) the ISFAW tranche options; 

(b) the ISFAK tranche options; and 

(c) the ISFAH tranche options. 

Implementation Date means the third Business Day after the Scheme Record Date. 
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ISFAM Options means the 5,000,000 iSOFT Options issued pursuant to the Monet 
Technologies Asset Sale Agreement dated 26 July 2006. 

ISFAO Options means the 600,000 iSOFT Options which were issued pursuant to the 

Shanghai People's Health Information Technology Co. Ltd Shareholders' Agreement dated 9 
February 2007. 

iSOFT Option means an option to subscribe for an iSOFT Share. 

iSOFT Optionholder means each person who is registered in the Register as a holder of an 
iSOFT Option.  

iSOFT Share means an issued ordinary share in iSOFT. 

iSOFT Shareholder means a person who is registered in the register of members of iSOFT as 
a holder of iSOFT Shares. 

Listing Rules means the official listing rules of ASX. 

Option Scheme means this scheme of arrangement under Part 5.1 of the Corporations Act 
between iSOFT and Scheme Optionholders, subject to any alterations or conditions made or 
required by the Court under section 411(6) of the Corporations Act and approved in writing by 

iSOFT and Bidder. 

Option Scheme Consideration means, in respect of each Scheme Option, $0.001 or such 
greater amount as specified for that Scheme Option in Schedule 1. 

Option Scheme Meeting means the meeting of iSOFT Optionholders ordered by the Court to 
be convened under section 411(1) of the Corporations Act in relation to this Option Scheme. 

Option Scheme Order means the orders of the Court approving this Option Scheme pursuant 

to section 411(4)(b) of the Corporations Act.  

Register means the register of optionholders of iSOFT. 

Scheme means the proposed scheme of arrangement under Part 5.1 of the Corporations Act 

between iSOFT and iSOFT Shareholders, the terms of which are set out in the Scheme 
Implementation Agreement. 

Scheme Implementation Agreement means the scheme implementation agreement dated 1 

April 2011 between iSOFT, Bidder and Computer Sciences Corporation (as amended). 

Scheme Option means an iSOFT Option in issue as at the Scheme Record Date. 

Scheme Optionholder means each person who holds a Scheme Option. 

Scheme Record Date means 7.00pm on the fifth Business Day after the Effective Date. 

Second Court Date means the date of the hearing by the Court of the application to approve 
this Option Scheme under section 411(4)(b) of the Corporations Act. 

Second Court Hearing means the hearing of the application to the Court for the Option 
Scheme Order approving this Option Scheme.  

Sunset Date means:  

(a) 5.00 pm (London time) on Thursday, 15 September 2011; or   

F
or

 p
er

so
na

l u
se

 o
nl

y



101

E
151

 

1340652-v6\SYDDMS\AUSKJ1 3 Scheme of Arrangement 

 

(b) such other date and time as agreed in writing between iSOFT and Bidder. 

Interpretation 

1.2 In this document: 

(a) unless the context requires otherwise, a reference: 

(i) to the singular includes the plural and vice versa; 

(ii) to a gender includes all genders; 

(iii) to a document or instrument is a reference to that document or instrument as 
amended, consolidated, supplemented, novated or replaced; 

(iv) to a clause, paragraph, Schedule or Annexure is to a clause, paragraph, 

Schedule or Annexure of or to this document; 

(v) to a law includes any legislation, judgment, rule of common law or equity or 
rule of any applicable stock exchange, and is a reference to that law as 

amended, consolidated, supplemented or replaced and includes a reference to 
any regulation, by-law or other subordinate legislation; 

(vi) to any time is to Sydney, NSW time; 

(vii) to "$" is to the lawful currency of Australia; 

(b) the words "including" or "includes" means "including, but not limited to", or 
"includes, without limitation" respectively; 

(c) where a word or phrase is defined, its other grammatical forms have a corresponding 
meaning; 

(d) headings are for convenience only and do not affect interpretation of this document; 

(e) if a payment or other act must (but for this clause) be made or done on a day that is not 
a Business Day, then it must be made or done on the next Business Day; and 

(f) if a period must be calculated from, after or before a day or the day of an act or event, 

it must be calculated excluding that day. 

2 Preliminary 

iSOFT 

2.1 iSOFT is a public company, incorporated in Australia and registered in New South Wales.  Its 

registered office is at Darling Park Tower 2, Level 27, 201 Sussex Street, Sydney NSW 2000. 

2.2 iSOFT is admitted to the official list of ASX and iSOFT Shares are quoted on ASX. 

2.3 As at the date of this document, there were 16,650,000 iSOFT Options on issue. 

Bidder 

2.4 Bidder is a proprietary, incorporated in Australia.  Its registered office is at 26 Talavera Road, 
Macquarie Park, Sydney, New South Wales 2113. F
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Effect of Option Scheme 

2.5 If this Option Scheme becomes Effective and subject to Bidder depositing the Option Scheme 
Consideration in accordance with clause 4.4: 

(a) all of the Scheme Options, together with all rights and entitlements attaching to the 
Scheme Options, will be cancelled; and 

(b) in consideration of the cancellation of the Scheme Options, iSOFT will pay or procure 

the payment of the Option Scheme Consideration to each Scheme Optionholder in 
accordance with the terms of this Option Scheme. 

Scheme Implementation Agreement 

2.6 iSOFT and Bidder have entered into the Scheme Implementation Agreement which sets out 
the terms on which iSOFT and Bidder have agreed to implement this Option Scheme. 

Deed Poll 

2.7 Bidder has executed the Deed Poll in favour of each Scheme Optionholder under which it has 
covenanted, subject to this Option Scheme becoming Effective, to comply with its obligations 
under the Option Scheme and to do all things necessary or desirable to implement this Option 

Scheme, including to pay or procure the payment of Option Scheme Consideration. 

3 Conditions precedent 

Conditions precedent to Option Scheme 

3.1 This Option Scheme is conditional on: 

(a) as at 8.00am on the Second Court Date, neither the Scheme Implementation 
Agreement nor the Deed Poll having been terminated in accordance with its terms; 

(b) all of the conditions precedent set out in clause 3.2 of the Scheme Implementation 

Agreement, other than those in clauses 3.2(e) and (f) (relating to the approval of the 
Court and lodgement of the Court order) and clause 3.2(a) (relating to the 
implementation of the Scheme) of the Scheme Implementation Agreement, having 

been satisfied or waived in accordance with the terms of that agreement; 

(c) this Option Scheme having been approved by the requisite majority of iSOFT 
Optionholders in accordance with section 411(4)(a) of the Corporations Act at the 

Option Scheme Meeting; 

(d) ASX granting a waiver of any requirement under Listing Rule 6.23 in respect of the 
Option Scheme or iSOFT Shareholders giving any necessary approvals under Listing 

Rule 6.23 in relation to the Option Scheme;  

(e) the Court having approved this Option Scheme, with or without modification, under 
section 411(4)(b) of the Corporations Act; and 

(f) any other conditions made or required by the Court under section 411(6) of the 
Corporations Act in relation to this Option Scheme, and which are acceptable to 
iSOFT and Bidder, having been satisfied, 

and the provisions of clauses 4, 5 and 6 will not come into effect unless and until each of these 
conditions precedent has been satisfied. 
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Certificate in relation to conditions precedent 

3.2 On the Second Court Date, iSOFT and Bidder will each provide to the Court at the Second 
Court Hearing a certificate, or such other evidence as the Court requests, confirming (in 

respect of matters within their knowledge) whether or not all of the conditions precedent to 
this Option Scheme (as set out in clause 3.2 of the Scheme Implementation Agreement), other 
than those in clauses 3.2(e) and (f) (relating to the approval of the Court and lodgement of the 

Court order) and clause 3.2(a) (relating to the implementation of the Scheme) of the Scheme 
Implementation Agreement, have been satisfied or waived. 

3.3 The giving of a certificate by each of iSOFT and Bidder under clause 3.2 will, in the absence 

of manifest error, be conclusive evidence of the satisfaction or waiver of the conditions 
precedent referred to in the relevant certificate. 

Sunset Date 

3.4 This Option Scheme will lapse and have no further force or effect if the Effective Date has not 
occurred on or before the Sunset Date. 

Termination 

3.5 Without limiting any rights under the Scheme Implementation Agreement, if the Scheme 
Implementation Agreement is terminated in accordance with its terms before this Option 
Scheme becomes Effective, each of Bidder and iSOFT are released from:  

(a) any further obligation to take steps to implement this Option Scheme; and  

(b) any liability with respect to this Option Scheme.  

4 Implementation of Option Scheme 

Lodgement of Option Scheme Order 

4.1 If the conditions precedent in clause 3.1 are satisfied, iSOFT will lodge with ASIC in 
accordance with section 411(10) of the Corporations Act an office copy of the Option Scheme 
Order as soon as practicable, and in any event by no later than 5:00pm on the first Business 

Day (or on such other Business Day as iSOFT and Bidder agree) after the date on which the 
Court makes that Option Scheme Order.  

Cancellation of Scheme Options 

4.2 Subject to this Option Scheme becoming Effective and the payment of the Option Scheme 
Consideration in accordance with clauses 4.5 to 4.6, on the Implementation Date the Scheme 
Options, together with all rights and entitlements attaching to them as at the Implementation 

Date, will be cancelled without the need for any further act by any Scheme Optionholder. 

Payment of Option Scheme Consideration 

4.3 On the Implementation Date, in consideration of the cancellation of the Scheme Options, 

iSOFT must procure Bidder to pay the Option Scheme Consideration to each Scheme 
Optionholder in respect of each Scheme Option held by that Scheme Optionholder. 

4.4 iSOFT's obligation under clause 4.3 will be satisfied by procuring Bidder, on or before the 

Implementation Date, to deposit an amount equal to the aggregate amount of the Option 
Scheme Consideration payable to Scheme Optionholders in cleared funds in a trust account 
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operated by iSOFT, and in the name of iSOFT, to be held on trust for the purpose of paying 
the Option Scheme Consideration to those Scheme Optionholders, except that any interest on 
the amount deposited (less any bank fees and other charges) will be for the account of the 

Bidder. 

4.5 On the Implementation Date, iSOFT, subject to Bidder depositing the Option Scheme 
Consideration in accordance with clause 4.4, will dispatch or procure the dispatch to each 

Scheme Optionholder by prepaid post to its address in the Register at the Scheme Record 
Date, a cheque in the name of the Scheme Optionholder (drawing on the trust account referred 
to in clause 4.4) for the amount equal to the number of Scheme Options held by the Scheme 

Optionholder multiplied by the Option Scheme Consideration.  In the case of joint holders of 
Scheme Options, the cheque will be payable to the joint holders and sent to the holder whose 
name appears first in the Register at the Scheme Record Date.  

5 Dealings in iSOFT Options 

Participation in Option Scheme 

5.1 Each Scheme Optionholder will be entitled to participate in this Option Scheme.  

Determination of Scheme Optionholders 

5.2 iSOFT will issue iSOFT Shares in accordance with any valid exercise of an iSOFT Option 
which is received on or before 12:00pm on the Business Day immediately prior to the Scheme 
Record Date.  

5.3 iSOFT will not accept for registration or recognise for any purpose any exercise of an iSOFT 
Option received after 12:00pm on the Business Date immediately prior to the Scheme Record 
Date and, after such time, the iSOFT Options shall not be capable of exercise notwithstanding 

any terms on which such iSOFT Options were granted.   

iSOFT's obligation to register  

5.4 iSOFT must issue, and register the relevant iSOFT Optionholder as the holder of, any iSOFT 

Share resulting from the exercise of an iSOFT Option in accordance with clause 5.2 by the 
Scheme Record Date. 

Transfer requests received after the Scheme Record Date 

5.5 iSOFT will not accept for registration, nor recognise for any purpose, any transfer or 
transmission application in respect of iSOFT Options received after the Scheme Record Date. 

No disposal after Scheme Record Date  

5.6 If this Option Scheme becomes Effective, a Scheme Optionholder, any person claiming 
through that Scheme Optionholder, must not dispose or purpose or agree to dispose of any 
Scheme Options or any interest in them after the Scheme Record Date.  

Maintenance of Register 

5.7 For the purpose of determining entitlements to the Option Scheme Consideration, iSOFT will, 
until the Option Scheme Consideration has been paid to Scheme Optionholders, maintain or 

procure the maintenance of the Register in accordance with this clause 5 and entitlements to 
the Option Scheme Consideration will be determined solely on the basis of the Register. 
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Effect of certificates 

5.8 From the Scheme Record Date (other than for Bidder after the Implementation Date), all 
certificates for Scheme Options will cease to have any effect as a document of title in respect 

of the Scheme Options, and each entry on the Register as at the Scheme Record Date will 
cease to have any effect other than as evidence of an entitlement of Scheme Optionholders to 
the Option Scheme Consideration. 

Information to be made available to Bidder 

5.9 iSOFT will procure that, as soon as reasonably practicable after the Scheme Record Date and 
in any event at least 2 Business Days before the Implementation Date, details of the names, 

addresses and holdings of Scheme Options of every Scheme Optionholder as shown in the 
Register at the Scheme Record Date are made available to Bidder in such form as Bidder 
reasonably requires. 

6 General Option Scheme provisions 

Appointment of iSOFT as agent and attorney 

6.1 Each Scheme Optionholder, without the need for any further act, irrevocably appoints iSOFT 
and each of the directors and officers of iSOFT (jointly and severally) as its agent and attorney 

for the purpose of executing any document or doing any other act necessary, desirable or 
expedient to give full effect to this Option Scheme and the transactions contemplated by it. 

Scheme Optionholders' consent 

6.2 Each Scheme Optionholder consents to iSOFT doing all things and executing all deeds, 
instruments and other documents that may be necessary, desirable or expedient to give full 
effect to this Option Scheme and the transactions contemplated by it. 

Agreement by Scheme Optionholders 

6.3 Each Scheme Optionholder agrees to the cancellation of its Scheme Options, together with all 
rights and entitlements attaching to those Scheme Options, in accordance with the terms of 

this Option Scheme. 

Warranty by Scheme Optionholders 

6.4 Each Scheme Optionholder is deemed to have warranted to iSOFT, and is deemed to have 

authorised iSOFT to warrant to Bidder as agent and attorney for the Scheme Optionholder by 
virtue of this clause, that: 

(a) all of their Scheme Options (including all rights and entitlements attaching to them) 

cancelled under this Option Scheme will, on the date of the cancellation, be free from 
all mortgages, charges, liens, encumbrances, pledges, security interests and other 
interests of third parties of any kind; and 

(b) it has full power and capacity to deal with its Scheme Options (including all rights and 
entitlements attaching to them). 

Option Scheme alterations and conditions 

6.5 If the Court proposes to approve this Option Scheme subject to any alterations or conditions 
under section 411(6) of the Corporations Act, iSOFT may, by its counsel or solicitors, and 
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with the consent of Bidder, consent to those alterations or conditions on behalf of all persons 
concerned, including, for the avoidance of doubt, all Scheme Optionholders. 

Effect of Option Scheme 

6.6 This Option Scheme binds iSOFT and all iSOFT Optionholders (including those who do not 
attend the Option Scheme Meeting, do not vote at that meeting or vote against this Option 
Scheme) and, to the extent of any inconsistency and to the extent permitted by law, overrides 

the constitution of iSOFT. 

No liability when acting in good faith 

6.7 Neither iSOFT nor Bidder, nor any of their respective officers, will be liable for anything done 

or omitted to be done in the performance of this Option Scheme in good faith. 

Notices 

6.8 Where a notice, transfer, transmission application, direction or other communication referred 

to in this Option Scheme is sent by post to iSOFT, it will not be deemed to be received in the 
ordinary course of post or on a date other than the date (if any) on which it is actually received 
at iSOFT's registered office. 

Further assurances 

6.9 iSOFT will execute all deeds, instruments and other documents and do all acts and things (on 
its own behalf and on behalf of each Scheme Optionholder) as may be necessary, desirable or 

expedient to give full effect to this Option Scheme and the transactions contemplated by it. 

Costs and stamp duty 

6.10 Bidder will pay all stamp duty (if any) and any related fines, penalties and interest payable on 

the Option Scheme. 

Governing law and jurisdiction 

6.11 This Option Scheme is governed by the laws of New South Wales. 

6.12 Each party irrevocably and unconditionally: 

(a) submits to the non-exclusive jurisdiction of the courts of New South Wales; and 

(b) waives, without limitation, any claim or objection based on absence of jurisdiction or 

inconvenient forum. 
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Schedule 1 

Option Scheme Consideration 

iSOFT Option  Option Scheme 
Consideration per 
Scheme Option 

EIP Options (ISFAW tranche)   $0.010 

EIP Options (ISFAH tranche) $0.019 

EIP Options (ISFAK tranche) $0.033 

ISFAM $0.001 

ISFAO $0.001 
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Ref: 1339298-v6\AUSMTT 
 

 

 

  

 

Deed Poll 
(in respect of the Scheme) 

By CSC Computer Sciences Australia 
Holdings Pty Limited  

in favour of each Scheme Shareholder 
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(a) this Deed Poll may be relied on and enforced by any Scheme Shareholder in 
accordance with its terms even though the Scheme Shareholders are not party to it; 
and 

(b) under the Scheme, each Scheme Shareholder irrevocably appoints iSOFT as its agent 
and attorney to enforce this Deed Poll against Bidder.  

3 Conditions precedent and termination 

Conditions precedent 

3.1 Bidder's obligations under clause 4 are subject to the Scheme becoming Effective. 

Termination 

3.2 Bidder's obligations under this Deed Poll will automatically terminate and the terms of this 

Deed Poll will have no further force or effect if and only if: 

(a) the Scheme Implementation Agreement is terminated in accordance with its terms 
prior to the occurrence of the Effective Date for the Scheme; or 

(b) the Scheme does not become Effective on or before the Sunset Date. 

Consequences of termination 

3.3 If this Deed Poll is terminated under clause 3.2, then, in addition and without prejudice to any 

other rights, powers or remedies available Bidder is released from its obligations to further 
perform this Deed Poll.  

4 Payment of Scheme Consideration 

Performance of Scheme obligations generally 

4.1 Subject to clause 3, Bidder covenants to perform its obligations under the Scheme and do all 

acts and things as may be reasonably necessary on its part to give full effect to the Scheme.   

Payment of Scheme Consideration 

4.2 Subject to clause 3, in consideration of the transfer to Bidder of the Scheme Shares, Bidder 

will pay, or procure the payment, to each Scheme Shareholder of the Scheme Consideration in 
respect of each Scheme Share registered in the name of that Scheme Shareholder on the 
Scheme Record Date. 

Timing and manner of payment  

4.3 Bidder's obligation to pay, or procure the payment of, the Scheme Consideration to each 
Scheme Shareholder pursuant to clause 4.2 will be satisfied by Bidder before 10.00am on the 

Implementation Date: 

(a) depositing in cleared funds into a trust account established by, or on behalf of iSOFT, 
and in the name of iSOFT, an amount equal to the aggregate Scheme Consideration 

payable to all Scheme Shareholders, such amount to be held by iSOFT on trust for the 
Scheme Shareholders (except that any interest on the amount deposited less any bank 
fees and other charges will be for the account of Bidder) and for the purposes of 

paying the aggregate Scheme Consideration to the Scheme Shareholders in accordance 
with the Scheme; and 
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(b) providing a certificate addressed to the board of directors of iSOFT signed by two 
directors of Bidder, confirming that Bidder has fulfilled its obligations under clause 
4.3(a). 

5 Representations and warranties 

5.1 Bidder represents and warrants that: 

(a) it is a corporation validly existing under the laws of its place of incorporation; 

(b) it has the corporate power to enter into and perform its obligations under this Deed 

Poll and to carry out the transactions contemplated by this Deed Poll; 

(c) it has taken all necessary corporate action to authorise the entry into this Deed Poll 
and has taken or will take all necessary corporate action to authorise the performance 

of this Deed Poll and to carry out the transactions contemplated by this Deed Poll; and 

(d) this Deed Poll has been duly and validly executed and is valid and binding upon it and 
enforceable against it in accordance with its terms. 

6 Continuing obligations 

6.1 This Deed Poll is irrevocable and, subject to clause 3, remains in full force and effect until the 

earlier of: 

(a) Bidder having fully performed its obligations under this Deed Poll; and 

(b) the termination of this Deed Poll under clause 3.2. 

7 Notices 

7.1 Any notice or other communication given to Bidder under or in connection with this Deed Poll 
must be: 

(a) in legible writing and in English; 

(b) addressed to Bidder at the address or fax number set out below: 

Attention: Thomas Knapp (Deputy General Counsel) 

Address: 26 Talavera Road, Macquarie Park NSW 2113 

Fax no: +612 9034 2198 

 
(c) signed by the sender or a person duly authorised by the sender; and 

(d) sent to Bidder by hand, prepaid post (airmail if to or from a place outside Australia) or 

fax. 

7.2 Without limiting any other means by which a party may be able to prove that a notice has been 
received by Bidder, a notice will be considered to have been received: 

(a) if sent by hand, when left at the address of Bidder; 
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(b) if sent by pre-paid post, three Business Days (if posted within Australia to an address 
in Australia) or ten Business Days (if posted from one country to another) after the 
date of posting; or 

(c) if sent by fax, on receipt by the sender of an acknowledgment or transmission report 
generated by the sender's machine indicating that the whole fax was sent to Bidder's 
fax number, 

but if a notice is served by hand, or is received by Bidder's fax, on a day that is not a 

Business Day, or after 5.00pm (Bidder's local time) on a Business Day, the notice will be 
considered to have been received by Bidder at 9.00am (Bidder's local time) on the next 
Business Day. 

8 General 

Stamp duty 

8.1 Bidder:  

(a) must pay all stamp duty (if any) and any related fines, penalties and interest in respect 
of the Scheme and this Deed Poll (including without limitation the acquisition of 

transfer of Scheme Shares pursuant to the Scheme), the performance of this Deed Poll 
and each transaction effected by or made under or pursuant to this Deed Poll; and 

(b) indemnifies each Scheme Shareholder on demand against any liability arising from 

failure to comply with clause 8.1(a). 

Waiver 

8.2 Failure to exercise or enforce or a delay in exercising or enforcing or the partial exercise or 

enforcement of any right, power or remedy provided by law or under this Deed Poll by any 
party will not in any way preclude, or operate as a waiver of, any exercise or enforcement, or 
further exercise or enforcement of that or any other right, power or remedy provided by law or 

under this Deed Poll.  

8.3 No waiver of a breach of any term of this Deed Poll will operate as a waiver of another breach 
of that term or of a breach of any other term of this Deed Poll.  

8.4 Nothing in this Deed Poll obliges a party to exercise a right to waive any conditional term of 
this agreement that may be in its power.  

8.5 A provision of or right under this Deed Poll may not be waived except in writing signed by the 

person granting the waiver.  

Variation 

8.6 A provision of this Deed Poll may not be varied by Bidder unless: 

(a) before the Second Court Date, the variation is agreed to in writing by iSOFT; or 

(b) on or after the Second Court Date, the variation is agreed to writing by iSOFT and is 
approved by the Court, 

in which event Bidder will enter into a further deed poll in favour of each Scheme Shareholder 
giving effect to the amendment. F

or
 p

er
so

na
l u

se
 o

nl
y



101

F
163

 

1339298-v6\SYDDMS\AUSMTT 5 Deed Poll 
(in respect of the Scheme) 

 

Rights cumulative 

8.7 The rights, powers and remedies of Bidder and each Scheme Shareholder under this Deed Poll 
are cumulative and do not exclude any other rights, powers or remedies provided by law 

independently of this Deed Poll. 

Assignment 

8.8 The rights and obligations of Bidder and each Scheme Shareholder under this Deed Poll are 

personal and must not be assigned, encumbered or otherwise dealt with at law or in equity. 

Further assurances 

8.9 Bidder will, at its own expense, execute all deeds and other documents and do all acts and 

things as may be necessary or desirable to give full effect to this Deed Poll. 

Governing law and jurisdiction 

8.10 This Deed Poll is governed by the laws of New South Wales, Australia.   

8.11 Bidder irrevocably and unconditionally submits to the non-exclusive jurisdiction of the courts 
of New South Wales, Australia. 
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Deed Poll 
(in respect of Option Scheme) 

By CSC Computer Sciences Australia 
Holdings Pty Limited  

in favour of each Scheme Optionholder 
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(a) this Deed Poll may be relied on and enforced by any Scheme Optionholder in 
accordance with its terms even though the Scheme Optionholders are not party to it; 
and  

(b) under the Option Scheme, each Scheme Optionholder irrevocably appoints iSOFT as 
its agent and attorney to enforce this Deed Poll against Bidder.  

3 Conditions precedent and termination 

Conditions precedent 

3.1 Bidder's obligations under clause 4 are subject to the Option Scheme becoming Effective. 

Termination 

3.2 Bidder's obligations under this Deed Poll will automatically terminate and the terms of this 

Deed Poll will have no further force or effect if and only if: 

(a) the Scheme Implementation Agreement is terminated in accordance with its terms 
prior to the occurrence of the Effective Date for the Option Scheme; or 

(b) the Option Scheme does not become Effective on or before the Sunset Date. 

Consequences of termination 

3.3 If this Deed Poll is terminated under clause 3.2, then, in addition and without prejudice to any 

other rights, powers or remedies available Bidder is released from its obligations to further 
perform this Deed.  

4 Payment of Option Scheme Consideration 

Performance of Option Scheme obligations generally 

4.1 Subject to clause 3, Bidder covenants to perform its obligations under the Option Scheme, and 

do all acts and things as may be reasonably necessary on its part to give full effect the Option 
Scheme. 

Payment of Option Scheme Consideration 

4.2 Subject to clause 3, in consideration of the cancellation of the Scheme Options, on the 
Implementation Date, Bidder will pay to each Scheme Optionholder the Option Scheme 
Consideration in respect of each Scheme Option registered in the name of that Scheme 

Optionholder in accordance with the Option Scheme. 

Timing and manner of payment  

4.3 Bidder's obligation to pay the Option Scheme Consideration to each Scheme Optionholder 

pursuant to clause 4.2 will be satisfied on the Implementation Date by Bidder before 10.00am 
on the Implementation Date:  

(a) depositing in cleared funds into a trust account established by, or on behalf of iSOFT, 

and in the name of iSOFT, an amount equal to the aggregate Option Scheme 
Consideration payable to all Scheme Optionholders, such amount to be held by iSOFT 
on trust for the Scheme Optionholders (except that any interest on the amount 

deposited less any bank fees and other charges will be for the account of Bidder) and F
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for the purposes of paying the aggregate Option Scheme Consideration to the Scheme 
Optionholders in accordance with the Option Scheme; and 

(b) providing a certificate addressed to the board of directors of iSOFT signed by two 

directors of Bidder confirming that Bidder has fulfilled its obligations under clause 
4.3(a). 

5 Representations and warranties 

5.1 Bidder represents and warrants that: 

(a) it is a corporation validly existing under the laws of its place of incorporation; 

(b) it has the corporate power to enter into and perform its obligations under this Deed 
Poll and to carry out the transactions contemplated by this Deed Poll; 

(c) it has taken all necessary corporate action to authorise the entry into this Deed Poll 
and has taken or will take all necessary corporate action to authorise the performance 
of this Deed Poll and to carry out the transactions contemplated by this Deed Poll; and 

(d) this Deed Poll has been duly and validly executed and is valid and binding upon it and 
enforceable against it in accordance with its terms. 

6 Continuing obligations 

6.1 This Deed Poll is irrevocable and, subject to clause 3, remains in full force and effect until the 
earlier of: 

(a) Bidder having fully performed its obligations under this Deed Poll; and 

(b) the termination of this Deed Poll under clause 3.2. 

7 Notices 

7.1 Any notice or other communication given to Bidder under or in connection with this Deed Poll 

must be: 

(a) in legible writing and in English; 

(b) addressed to Bidder at the address or fax number set out below: 

Attention: Thomas Knapp (Deputy General Counsel) 

Address: 26 Talavera Road, Macquarie Park NSW 2113 

Fax no: +612 9034 2198 

 

(c) signed by the sender or a person duly authorised by the sender; and 

(d) sent to Bidder by hand, prepaid post (airmail if to or from a place outside Australia) or 
fax. 

7.2 Without limiting any other means by which a party may be able to prove that a notice has been 
received by Bidder, a notice will be considered to have been received: 
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(a) if sent by hand, when left at the address of Bidder; 

(b) if sent by pre-paid post, three Business Days (if posted within Australia to an address 
in Australia) or ten Business Days (if posted from one country to another) after the 
date of posting; or 

(c) if sent by fax, on receipt by the sender of an acknowledgment or transmission report 
generated by the sender's machine indicating that the whole fax was sent to Bidder's 
fax number, 

but if a notice is served by hand, or is received by Bidder's fax, on a day that is not a 
Business Day, or after 5.00pm (Bidder's local time) on a Business Day, the notice will be 
considered to have been received by Bidder at 9.00am (Bidder's local time) on the next 

Business Day. 

8 General 

Stamp duty 

8.1 Bidder:  

(a) must pay all stamp duty (if any) and any related fines, penalties and interest in respect 
of the Option Scheme and this Deed Poll (including without limitation the acquisition 
of transfer of Scheme Options pursuant to the Option Scheme), the performance of 

this Deed Poll and each transaction effected by or made under or pursuant to this Deed 
Poll; and  

(b) indemnifies each Scheme Optionholder on demand against any liability arising from 

failure to comply with clause 8.1(a). 

Waiver 

8.2 Failure to exercise or enforce or a delay in exercising or enforcing or the partial exercise or 

enforcement of any right, power or remedy provided by law or under this Deed Poll by any 
party will not in any way preclude, or operate as a waiver of, any exercise or enforcement, or 
further exercise or enforcement of that or any other right, power or remedy provided by law or 

under this Deed Poll.  

8.3 No waiver of a breach of any term of this Deed Poll will operate as a waiver of another breach 
of that term or of a breach of any other term of this Deed Poll.  

8.4 Nothing in this Deed Poll obliges a party to exercise a right to waive any conditional term of 
this agreement that may be in its power.  

8.5 A provision of or right under this Deed Poll may not be waived except in writing signed by the 

person granting the waiver.  

Variation 

8.6 A provision of this Deed Poll may not be varied by Bidder unless: 

(a) before the Second Court Date, the variation is agreed to in writing by iSOFT; or 

(b) on or after the Second Court Date, the variation is agreed to writing by iSOFT and is 
approved by the Court, 

in which event Bidder will enter into a further deed poll in favour of each Scheme 
Optionholder giving effect to the amendment. 
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Rights cumulative 

8.7 The rights, powers and remedies of Bidder and each Scheme Optionholder under this Deed 
Poll are cumulative and do not exclude any other rights, powers or remedies provided by law 

independently of this Deed Poll. 

Assignment 

8.8 The rights and obligations of Bidder and each Scheme Optionholder under this Deed Poll are 

personal and must not be assigned, encumbered or otherwise dealt with at law or in equity. 

Further assurances 

8.9 Bidder will, at its own expense, execute all deeds and other documents and do all acts and 

things as may be necessary or desirable to give full effect to this Deed Poll. 

Governing law and jurisdiction 

8.10 This Deed Poll is governed by the laws of New South Wales, Australia.   

8.11 Bidder irrevocably and unconditionally submits to the non-exclusive jurisdiction of the courts 
of New South Wales, Australia. 
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Liability limited by a scheme approved under Professional Standards legislation 

 
 
 
 
The Directors 
iSOFT Group Limited 
Darling Park Tower 2 
Level 27 
201 Sussex Street 
Sydney  NSW  2000 
 
10 June 2011 
 
Subject: Proposed acquisition by CSC by way of Scheme 
 
 
Dear Directors  

Introduction 
1 On 2 April 2011 iSOFT Group Limited (iSOFT or the Company) announced that it and 

Computer Sciences Corporation (CSC) had entered into a Scheme Implementation Agreement 
(the Agreement)1 under which CSC would acquire all of the issued shares in iSOFT for an 
offer consideration of $0.17 cash per share2

2 The proposed acquisition of the shares is to be implemented via a scheme of arrangement 
between iSOFT and its shareholders (the Share Scheme) and is subject to a number of 
conditions precedent (as summarised in Section I of our report).  If the Share Scheme is 
approved by iSOFT shareholders and the Court, iSOFT shareholders will receive $0.17 cash 
per share (the Share Scheme Consideration). 

.   

3 The proposed transaction values all the shares in iSOFT (on a fully diluted basis) at 
approximately $184 million. 

4 The Share Scheme is subject to the Court convening a meeting of iSOFT’s shareholders.  
Under the Corporations Act 2001 (Cth) (Corporations Act), the Share Scheme is approved by 
iSOFT shareholders if a resolution in favour of the Share Scheme is passed by a majority of 
iSOFT shareholders present (in person or by proxy) and voting at the Share Scheme meeting, 
and by 75% of the votes cast on the resolution.  If this occurs a second Court hearing will be 
held to approve the Share Scheme, which if approved, will become binding on all iSOFT 
shareholders who hold iSOFT shares as at the Share Scheme record date, irrespective of 
whether or not they voted for the Share Scheme. 

                                                 
1  The Agreement has been entered into by CSC Computer Sciences Australia Holdings Pty Limited, a wholly owned 

subsidiary of CSC. 
2  As part of the proposed transaction all options, performance rights and warrants will have the opportunity to be 

cancelled or acquired for consideration.  Immediately following completion of the proposed transaction it is 
expected that iSOFT’s senior banking facilities and convertible notes will be repaid in full. 
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5 iSOFT has also proposed a scheme of arrangement with option holders in iSOFT which, if 
approved3

iSOFT 

, will result in all outstanding options being acquired by CSC (the Option Scheme). 

6 iSOFT is a health information technology company listed on the Australian Securities 
Exchange (ASX).  iSOFT employs and works with healthcare professionals to design and 
build software applications that act as a catalyst for change and support free exchange of 
critical information across diverse care settings and participating organisations. 

7 More than 13,000 provider organisations in 38 countries use iSOFT’s solutions to manage 
patient information and drive improvements in their core processes.  A global network of 
iSOFT subsidiaries, supported by an extensive partner network employs more than 3,300 
specialists in 17 locations worldwide and provides substantial experience of national 
healthcare markets. 

CSC 
8 CSC is listed on the New York Stock Exchange with a market capitalisation of approximately 

US$7.9 billion4

Purpose of report 

.  It is a global leader in providing technology enabled business solutions and 
services, and is a strategic partner of iSOFT in relation to its existing NPfIT contract in the 
UK. 

9 The Share Scheme is subject to a number of conditions precedent, including an independent 
expert concluding that the Share Scheme is in the best interests of iSOFT shareholders.  In 
addition, the Directors’ recommendation of the Share Scheme is subject to an independent 
expert concluding that the Share Scheme is in the best interests of iSOFT shareholders, in the 
absence of a superior proposal. 

10 Accordingly, the Directors of iSOFT have requested that Lonergan Edwards & Associates 
Limited (LEA) prepare an Independent Expert’s Report (IER) stating whether, in our opinion, 
the Share Scheme is in the best interests of iSOFT shareholders and the reasons for that 
opinion.  Consistent with the requirements of Australian Securities & Investments 
Commission (ASIC) Regulatory Guide 111 – Content of expert reports (RG 111) our opinion 
also considers whether the Share Scheme is fair and reasonable to iSOFT shareholders (see 
Section II of our report). 

11 The Directors of iSOFT have also requested that we provide our opinion on whether the 
Option Scheme is fair and reasonable and in the best interests of iSOFT optionholders.  

12 LEA is independent of iSOFT and CSC, and has no other involvement or interest in the 
proposed Share Scheme (or Option Scheme). 

                                                 
3  The Option Scheme meeting to approve the Option Scheme will not proceed unless the Share Scheme resolution is 

first approved by iSOFT shareholders. 
4  As at 29 April 2011. 
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Summary of opinion on Share Scheme 
13 In our opinion, the Share Scheme is fair and reasonable and in the best interests of iSOFT 

shareholders in the absence of a superior proposal.  We have formed this opinion for the 
reasons set out below. 

Value of iSOFT 
14 We have assessed the value of iSOFT shares on a 100% controlling interest basis (and 

assuming the continued availability of debt funding5

iSOFT – value on a 100% controlling interest 

) at A$0.108 to A$0.141 per share, as 
shown below: 

  

 
Low 
A$m 

High 
A$m 

Enterprise value(1) 400.0 420.0 
Less net debt(2) (250.9) (245.7) 
Less other liabilities (39.0) (34.0) 
Add tax losses 5.0 10.0 
Add cash from exercise of warrants and unpaid shares 1.5 1.5 
Value of equity 116.6 151.8 
Fully diluted shares on issue 1,079.9 1,079.9 
Value per share A$0.108 A$0.141 
 
Note: 
1 Based on EBITDA after deducting all R&D expenses of A$40 million at an EBITDA multiple of 10.0 

(A$400 million) and A$38 million at an EBITDA multiple of 11.0 (rounded to $420 million) for the 
reasons set out in Section VI. 

2 Including Convertible Note liabilities which have been assessed at A$34.5 million to A$39.7 million 
(refer Section VI). 

 

Fair and reasonable opinion 
15 Pursuant to RG 111 a scheme is “fair” if the value of the scheme consideration is equal to or 

greater than the value of the securities the subject of the scheme.  This comparison for iSOFT 
shares is shown below: 

Comparison of Share Scheme Consideration to value of iSOFT 

 
Low 

$ per share 
High 

$ per share 
Mid-point 
$ per share 

Value of Share Scheme Consideration 0.170 0.170 0.170 
Value of 100% of iSOFT  0.108 0.141 0.125 
Extent to which the Share Scheme Consideration exceeds the 
value of iSOFT 0.062 0.029 0.045 
    

 
16 As the Share Scheme Consideration exceeds our assessed valuation range for iSOFT shares 

on a 100% controlling interest basis, in our opinion, the Share Scheme Consideration is fair to 
iSOFT shareholders when assessed based on the guidelines set out in RG 111.   

  

                                                 
5  As required by RG111. 
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17 Pursuant to RG 111, a transaction is reasonable if it is fair.  Further, in our opinion, if the 
Share Scheme is “fair and reasonable” it must also be “in the best interests” of shareholders. 

18 Consequently, in our opinion, the Share Scheme is also “reasonable” and “in the best 
interests” of iSOFT shareholders in the absence of a superior proposal. 

Assessment of the Share Scheme 
19 We summarise below the likely advantages and disadvantages of the Share Scheme for iSOFT 

shareholders.  

Advantages 
20 The Share Scheme has the following benefits for iSOFT shareholders: 

(a) the Share Scheme Consideration of $0.17 cash per share exceeds our  assessed value 
range of iSOFT shares on a 100% controlling interest basis 

(b) the Share Scheme Consideration represents a significant premium to the recent market 
prices of iSOFT shares prior to the announcement of the proposed transaction on 
2 April 2011 

(c) furthermore, the premium exceeds observed premiums generally paid to target company 
shareholders in successful takeovers.  In this regard we note that the Share Scheme 
Consideration represents a 207% premium to the volume weighted average market price 
of iSOFT shares in the 3 months prior to trading in iSOFT shares being halted on the 
ASX prior to the announcement of the Share Scheme6

(d) if the Share Scheme does not proceed, and in the absence of an alternative offer or 
proposal, the price of iSOFT shares is likely to trade at a significant discount to our 
valuation and the Share Scheme Consideration due to: 

 

(i) the difference between the value of iSOFT on a portfolio basis and the value on a 
100% controlling interest basis; and  

(ii) the high level of uncertainty associated with iSOFT’s ability to repay and/or 
refinance its senior debt facilities (which mature on or before 31 March 2012) and 
its convertible notes (which mature on 31 October 2012 and 19 November 2012) 

(e) in the absence of the Share Scheme (or a comparable proposal) iSOFT is likely to need 
to undertake a significant equity capital raising associated with the refinancing of its 
current debt facilities.  Such an equity raising is likely to be priced at a significant 
discount to the market price of iSOFT shares at the time and would place downward 
pressure on the iSOFT share price (as evidenced by trading in iSOFT shares since mid-
2010).  There is also no guarantee that iSOFT will be able to raise the required equity 
needed to repay or refinance its debt obligations. 

  

                                                 
6    In contrast, research undertaken by LEA indicates that average premiums paid in successful takeovers in Australia 

generally range between 30% and 35% above the listed market price of the target company’s shares three months 
prior to the announcement of the bid (assuming no speculation of the takeover is reflected in the pre-bid price).   
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Disadvantages 
21 iSOFT shareholders should note that if the Share Scheme is approved they will no longer hold 

an interest in iSOFT.  iSOFT shareholders will therefore not participate in any future value 
created by the company as a result of on-going operations over and above that reflected in the 
Share Scheme Consideration. 

Other considerations 
22 In considering the Share Scheme and related resolutions iSOFT shareholders should also have 

regard to the following: 

(a) the proposal from CSC arises from the strategic review initiated by the Directors of 
iSOFT following the conclusion of the FY10 financial year, which had the objective of 
examining ways to maximise value for existing shareholders and reduce group 
indebtedness.  The review also included investigation of recapitalisation proposals and 
asset sales. There has effectively been an opportunity therefore for third-parties 
contemplating an acquisition of iSOFT to table a proposal before the iSOFT Board.  
The proposal from CSC is considered by the Board of iSOFT to offer the best outcome 
for all stakeholders taking into account the proposed price and certainty (from a 
funding, execution and timing perspective) 

(b) 24.5% of the issued shares in iSOFT are held by Oceania Capital Partners Limited 
(OCP)7.  In response to the proposed Share Scheme OCP has stated8

“Based on the information before it at this time and subject to: 
: 

(a) there being no other proposal put forward prior to the date of the iSOFT 
shareholder vote which OCP considers to be superior for OCP and its 
shareholders; and 

(b) an independent expert concluding, and continuing to conclude, that the Proposal 
is in the best interests of iSOFT shareholders, 

OCP’s present intention is to support the approval of the Proposal”. 

The largest shareholder in iSOFT has therefore, prima facie, indicated its support for 
the Share Scheme.  It should be noted however, that if the Share Scheme is 
implemented OCP will also have their Convertible Notes in iSOFT repaid in full9 10

Conclusion on Share Scheme 

.  
Accordingly, OCP also has an additional reason to support the Share Scheme.    

23 Given the above analysis, we consider the acquisition of iSOFT shares by CSC under the 
Share Scheme is fair and reasonable and in the best interests of iSOFT shareholders in the 
absence of a superior proposal. 

                                                 
7  The shares are held by Oceania Healthcare Technology Investments Pty Limited, a wholly owned subsidiary of 

OCP.  OCP also owns 45.9 million convertible notes and 4.2 million warrants in iSOFT. 
8  OCP ASX announcement dated 2 April 2011. 
9    In the absence of the Share Scheme the financial capacity of iSOFT to meet this repayment obligation is uncertain.   
10  A valuation of the Notes in the absence of a change in control transaction is set out in Annexure A. 
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Opinion on Option Scheme 
24 For the reasons set out in Section VIII, in our opinion, the consideration payable under the 

Option Scheme exceeds our assessed value of the Options.  Accordingly, in our opinion, the 
Option Scheme is fair and reasonable and in the best interests of option holders. 

General 
25 In preparing this report we have considered the interests of iSOFT shareholders and option 

holders as a whole.  Accordingly, this report only contains general financial advice and does 
not consider the personal objectives, financial situations or requirements of individual 
shareholders or option holders. 
 

26 The impact of approving the Share Scheme and Option Scheme on the tax position of iSOFT 
shareholders and option holders depends on the individual circumstances of each investor.  
iSOFT shareholders and option holders should read the Scheme Booklet (Taxation 
Implications) and consult their own professional advisers if in doubt as to the taxation 
consequences of the Share Scheme or Option Scheme.   

27 The ultimate decision whether to approve the acquisition of shares and options by CSC under 
the Share Scheme and Option Scheme should be based on each iSOFT securityholder’s 
assessment of their own circumstances.  If iSOFT shareholders or option holders are in doubt 
about the action they should take in relation to the Share Scheme, Option Scheme or matters 
dealt with in this report, shareholders and option holders should seek independent 
professional advice.  For our full opinion on the Share Scheme and Option Scheme and the 
reasoning behind our opinion, we recommend that iSOFT shareholders and option holders 
read the remainder of our report.  

Yours faithfully 
 
 
 
 
 
 
Craig Edwards Martin Holt 
Authorised Representative Authorised Representative 
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I Key terms of the Share Scheme 

Terms 
28 On 2 April 2011 iSOFT announced that it and CSC had signed a Scheme Implementation 

Agreement (the Agreement) under which CSC would acquire all of the issued shares in 
iSOFT for an offer consideration of $0.17 cash per share.   

29 The proposed acquisition of the shares is to be implemented by a scheme of arrangement 
between iSOFT and its shareholders (the Share Scheme) and is subject to a number of 
conditions precedent (as summarised below). 

30 If the Share Scheme is approved by iSOFT shareholders and the Court, iSOFT shareholders 
will receive $0.17 cash per share (the Share Scheme Consideration) in relation to each share 
held at the Share Scheme record date. 

31 If the Share Scheme is successful: 

(a) iSOFT’s senior banking facilities will be repaid in full 

(b) OCP will have its convertible notes repaid in full and will have its warrants cancelled 
for the Share Scheme Consideration less the warrant strike price 

(c) a separate scheme for the cancellation of the options will be proposed to option holders 
(the Option Scheme), however this scheme will not be interdependent with the Share 
Scheme 

(d) iSOFT proposes to facilitate the vesting and automatic exercise of the performance 
rights, with either iSOFT shares issued upon exercise of the performance rights prior to 
the Share Scheme record date being acquired pursuant to the Share Scheme or the 
performance rights being settled directly for cash. 
 

Conditions 
32 The Share Scheme is subject to the satisfaction of a number of conditions precedent, including 

the following which are outlined in the Agreement between iSOFT and CSC dated 1 April 
2011: 

(a) respective regulatory approvals (as required) from ASIC, the Australian Securities 
Exchange (ASX), the Foreign Investment Review Board (FIRB), the European 
Commission and/or the Competition Authority of any EU Member State and the Office 
of Fair Trading or the Secretary of State in the United Kingdom being received on or 
before 8.00am on the Second Court Date 

(b) the Court ordering the convening of the Share Scheme meeting and iSOFT shareholder 
approval by the requisite majority is obtained at the Share Scheme meeting 

(c) approval of the Share Scheme by the Court in accordance with s411(4)(b) of the 
Corporations Act 

(d) no temporary restraining order, preliminary or permanent injunction or other order 
issued by any court of competent jurisdiction or other legal restraint or prohibition 
preventing the transaction is in effect at 8.00am on the Second Court Date 
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(e) no “iSOFT Prescribed Event” or “Bidder Prescribed Event” (as defined in clause 1.1 of 
the Agreement) occurs on or before 8.00am on the Second Court Date, which CSC 
elects to terminate under  

(f) no “iSOFT Material Adverse Change” or “Bidder Material Adverse Change” (as 
defined in clause 1.1 of the Agreement) occurs on or before 8.00am on the Second 
Court Date, which CSC elects to terminate under 

(g) a majority of the iSOFT Board do not change, qualify or withdraw their 
recommendation in favour of the Share Scheme before the Share Scheme meeting 

(h) an independent expert issues a report before the date on which the Share Scheme 
Booklet is provided to ASIC, which concludes that the Share Scheme is in the best 
interests of iSOFT shareholders (and does not change that conclusion prior to 8.00am 
on the Second Court Date) 

(i) by 8.00am on the Second Court Date iSOFT fulfils its obligations to facilitate the 
proposed repayment of the convertible notes, cancelation of the warrants and issue of 
iSOFT shares on the vesting and exercise of the performance rights 

(j) as at 8.00am on the Second Court Date there has been no breach by iSOFT of the 
material covenants entered into in relation to the company’s borrowing facilities. 
 

33 In addition iSOFT has agreed that it will not: 

(a) solicit, invite, encourage or initiate any competing transaction 

(b) participate in any discussions or negotiations which may reasonably be expected to lead 
to a competing transaction 

(c) enter into any agreement, arrangement or understanding in relation to a competing 
transaction or any agreement, arrangement or understanding which may reasonably be 
expected to lead to the completion of a competing transaction 

(d) provide any information to a third party for the purposes of enabling that party to table a 
competing transaction. 
 

34 The exclusivity obligations do not apply if iSOFT has complied with the various obligations 
set out in the Scheme Implementation Agreement and the iSOFT Board determines:  

(a) the proposed competing transaction is a superior proposal or the steps which the iSOFT 
Board proposes to take may reasonably be expected to lead to a competing transaction 
which is a superior proposal; and 

(b) based on written advice from its legal advisers, that compliance with exclusivity 
obligations would involve a breach of fiduciary duties or would otherwise be unlawful. 
 

35 A break fee of $1.82 million is payable by iSOFT to CSC in certain circumstances as 
specified in the Agreement. 
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Resolution 
36 iSOFT shareholders will be asked to vote on the Share Scheme in accordance with the 

resolution contained in the notice of meeting accompanying the Scheme Booklet. 

37 If the resolution is passed by the requisite majorities, iSOFT must apply to the Court for 
orders approving the Share Scheme, and if that approval is given, lodge the orders with ASIC 
and do all things necessary to give effect to the Share Scheme.  Once the Court approves the 
Share Scheme it will become binding on all iSOFT shareholders who hold iSOFT shares as at 
the Share Scheme record date, whether or not they voted for the Share Scheme (and even if 
they voted against the Share Scheme). 
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II Scope of our report 

Purpose 
38 The Share Scheme is to be effected pursuant to Part 5.1 of the Corporations Act, which 

governs schemes of arrangement.  Part 3 of Schedule 8 of the Corporations Regulations 2001 
(Corporations Regulations) prescribes information to be sent to shareholders in relation to a 
members’ scheme of arrangement pursuant to s411 of the Corporations Act.   

39 Paragraph 8303 of Schedule 8 of the Corporations Regulations provides that, where the other 
party to the transaction holds not less than 30% of the voting shares in the company the 
subject of the scheme, or where a director of the other party to the transaction is also a 
director of the company the subject of the scheme, the explanatory statement must be 
accompanied by an IER assessing whether the proposed scheme is in the best interests of 
shareholders and state reasons for that opinion.   

40 CSC has no current shareholding in iSOFT and has no representation on the iSOFT Board.  
However, both a condition precedent to the Share Scheme and the iSOFT Directors’ 
recommendation of the Share Scheme are subject to an independent expert concluding that the 
Share Scheme in the best interests of iSOFT shareholders.  In addition, as the Share Scheme 
(if approved and implemented) will result in 100% of the securities in iSOFT being held by 
CSC, RG 111 requires that we provide an opinion on whether the consideration payable under 
the Share Scheme is “fair” and “reasonable” to the shareholders of iSOFT. 

41 The iSOFT Directors have therefore requested LEA to prepare an IER stating whether the 
proposed acquisition of the shares in iSOFT by CSC under the Share Scheme is fair and 
reasonable and in the best interests of iSOFT shareholders and the reasons for that opinion. 

42 This report has been prepared by LEA for the benefit of iSOFT shareholders (and option 
holders) to assist them in considering the resolution to approve the Share Scheme and Option 
Scheme.  Our report will accompany the Notice of Meeting and Scheme Booklet to be sent to 
iSOFT shareholders and option holders.  The sole purpose of our report is to determine 
whether, in our opinion: 

(a) the Share Scheme is fair and reasonable and in the best interests of iSOFT shareholders 

(b) the Option Scheme is fair and reasonable and in the best interests of iSOFT option 
holders. 
 

43 The ultimate decision whether to approve the Share Scheme and Option Scheme should be 
based on each iSOFT securityholder’s assessment of their own circumstances.  If in doubt 
about the action they should take in relation to the Share Scheme, Option Scheme or matters 
dealt with in this report, securityholders should seek independent professional advice. 
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Basis of assessment 
44 In preparing our report we have given due consideration to the Regulatory Guides issued by 

ASIC including, in particular, Regulatory Guide 111 – Content of expert reports (RG 111). 

45 RG 111 distinguishes “fair” from “reasonable” and considers: 

(a) an offer to be “fair” if the value of the offer price or consideration is equal to or greater 
than the value of the securities that are the subject of the offer.  A comparison must be 
made assuming 100% ownership of the target company 

(b) an offer to be “reasonable” if it is fair.  An offer may also be “reasonable” if, despite not 
being “fair” but after considering other significant factors, shareholders should accept 
the offer in the absence of any higher bid before the close of the offer. 
 

46 There is no legal definition of the expression “in the best interests”.  However, RG 111 states 
that a scheme may be “in the best interests of the members of the company” if there are 
sufficient reasons for securityholders to vote in favour of the scheme in the absence of a 
higher offer. 

47 In our opinion, if the scheme is “fair” and “reasonable” under RG 111 it must also be “in the 
best interests” of iSOFT securityholders. 

48 Our report has therefore considered: 

(a) the market value of 100% of the shares and options in iSOFT 

(b) the value of the consideration offered by CSC  

(c) the extent to which (a) and (b) differ (in order to assess whether the Share Scheme and 
Option Scheme is fair under RG 111) 

(d) the extent to which a control premium is being paid to iSOFT shareholders 

(e) the extent to which iSOFT shareholders are being paid a share of any synergies likely to 
be generated pursuant to the potential transaction 

(f) the listed market price of iSOFT shares, both prior to and subsequent to the 
announcement of the proposed Share Scheme 

(g) the likely market price of iSOFT securities if the proposed Share Scheme is not 
approved 

(h) the value of iSOFT to an alternative offeror and the likelihood of a higher alternative 
offer being made for iSOFT prior to the date of the Share Scheme meeting 

(i) the advantages and disadvantages of the Share Scheme from  the perspective of iSOFT 
shareholders  

(j) other qualitative and strategic issues associated with the Share Scheme and Option 
Scheme. 
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Limitations and reliance on information 
49 Our opinions are based on the economic, market and other conditions prevailing at the date of 

this report.  Such conditions can change significantly over relatively short periods of time. 

50 Our report is also based upon financial and other information provided by iSOFT.  We have 
considered and relied upon this information and believe that the information provided is 
reliable, complete and not misleading and we have no reason to believe that material facts 
have been withheld.  The information provided was evaluated through analysis, enquiry and 
review for the purpose of forming an opinion on the Share Scheme from the perspective of the 
iSOFT shareholders.  However, in assignments such as this, time is limited and we do not 
warrant that our enquiries have identified or verified all of the matters which an audit, 
extensive examination or “due diligence” investigation might disclose.  None of these 
additional tasks have been undertaken. 

51 We understand the accounting and other financial information that was provided to us has 
been prepared in accordance with the Australian equivalents to International Financial 
Reporting Standards (AIFRS). 

52 An important part of the information base used in forming an opinion of the kind expressed in 
this report are the opinions and judgement of management of the relevant companies.  This 
type of information has also been evaluated through analysis, enquiry and review to the extent 
practical.  However, it must be recognised that such information is not always capable of 
external verification or validation.   

53 We in no way guarantee the achievability of budgets or forecasts of future profits.  Budgets 
and forecasts are inherently uncertain.  They are predictions by management of future events 
which cannot be assured and are necessarily based on assumptions of future events, many of 
which are beyond the control of management.  Actual results may vary significantly from 
forecasts and budgets with consequential valuation impacts. 

54 In forming our opinion, we have also assumed that: 

(a) the information set out in the Scheme Booklet is complete, accurate and fairly presented 
in all material respects 

(b) if the Share Scheme becomes legally effective, it will be implemented in accordance 
with the terms set out in the Agreement and the terms of the Share Scheme itself. 
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III Profile of iSOFT Group Limited 

Overview 
55 iSOFT Group Limited (iSOFT or the Company) is an international healthcare software and 

information technology (IT) services supplier.  It designs, implements and supports a range of 
IT solutions that help healthcare professionals automate care processes and support workflows 
across hospitals, clinics and primary care centres, enabling the integrated care of the patient.  
The Company derives its revenues from a combination of license sales, maintenance fees and 
professional service fees for implementation. 

56 iSOFT has a portfolio of some 100 products focused on the hospital and primary care sectors, 
with applications which address the majority of healthcare IT requirements.  It has established 
market positions in the UK and Ireland, Australia and New Zealand, Germany, Netherlands, 
Spain, Mexico and Malaysia.  Approximately 70% of iSOFT’s revenue is derived from public 
sector customers11

History 

, however this can vary significantly between regions. 

57 iSOFT has evolved from a number of acquisitions since inception, with the largest and most 
significant of these being the acquisition of iSOFT Group Plc in 2007 when the company was 
known as IBA Health Limited (IBA Health).  A summary of the key developments in the 
history of iSOFT is listed below: 

iSOFT - history 
Date Key development 
1982  • IBA Health’s first major public contract for patient administration system 
1990 • IBA Health entered NZ market 
1992  • IBA Health entered UK market 
1994  • iSOFT Group Plc business was founded in 1994 as a partnership with KPMG Management 

Consulting 
1998  • iSOFT Group Plc senior executives, backed by Lloyds TSB Development Capital undertook 

an MBO of the company 
1999 • IBA Health acquired SWi 

• iSOFT Group Plc acquired CSC’s Australian healthcare systems business 
2000  • IBA Health listed on the Australian Securities Exchange  

• IBA Health acquired Cable & Wireless Optus eHealth Transaction Business 
• iSOFT Group Plc listed on the London Stock Exchange 

2001 • iSOFT Group Plc established dedicated offshore development business in Chennai, India 
• iSOFT Group Plc completed acquisitions of ACT Medisys and Eclipsys 

2002 • iSOFT Group Plc acquired Revive Group, Northgate Information Systems and Paramedical 
2003  • IBA Health sold its UK HIS business to Torex and acquired Medical Spectrum 

• iSOFT Group Plc completed £368 million merger with Torex and acquired significant 
businesses in Germany and the Netherlands as well as the iBS business 

2004 • IBA Health acquired KCS 
• iSOFT Group Plc signed contracts for NPfIT with Computer Sciences Corporation (CSC) 

and Accenture 

                                                 
11  This percentage includes revenue charged to non-public sector entities (such as CSC) in connection with contracts 

with public sector entities. 
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iSOFT - history 
Date Key development 
2005 • IBA Health acquired MEDICOM Solutions Private, Monet Technologies Australian Primary 

Care Business, KODAK rights, Terranova Pacific Services NZ, Silver Chain Residential & 
Community Care Solution 

• IBA Health established R&D centres of excellence 
• IBA Health became a Microsoft Certified Gold Partner 
• iSOFT Group acquired Spanish hospital information service provider Novasoft Sanidad 

2006  • IBA Health acquired Monet Technologies IP, Health Logic (Malaysia), YingShen Infocom 
Pte Ltd, China and initiated a joint venture with Huashan IT, Shanghai  

• iSOFT Group Plc revises and extends agreements with CSC after CSC replaces Accenture 
on National Programme for IT (NPfIT) 

2007 • IBA Health acquired iSOFT Group Plc and 51% of People’s Health, China 
2009  • IBA Health changed its name to iSOFT Group Limited 

• iSOFT acquired Hatrix Systems, BridgeForward, Inc, Patient Safety International  
2010  • iSOFT acquired UltraGenda BV 

• iSOFT announced that it had commenced a process to explore options which would lead to a 
more appropriate capital structure 

• iSOFT sold iSOFT Business Solutions (iBS) which was considered non-core 
  

 
58 iSOFT is currently implementing a major restructuring plan which was initiated during 

calendar 2010.  This plan aims to reduce operating costs, improve the effectiveness of internal 
processes and streamline the Company’s product portfolio.  It is intended to restore operating 
profitability and to position iSOFT for future growth. 

Current operations 
59 At 31 December 2010, iSOFT employed a total of some 3,300 people, of which 1,341 were 

based in its Indian development centre of excellence (one of five such iSOFT centres of 
excellence globally).  Approximately 70% of total Company costs relate to staff salaries and 
benefits.  iSOFT has a significant customer base with over 13,000 existing installations in 
some 40 countries and continues to deploy its strategic product range.  The Company’s 
products are used by some one million daily users and manage 70 million electronic patient 
records. 

60 iSOFT’s next generation product suite is LORENZO, a web-based solution which can be 
implemented either as a stand-alone enterprise model or in modules, and can be readily 
integrated with a customer’s existing systems.  LORENZO is planned to include most of the 
key functionality and applications used in healthcare IT.  It has largely been developed and 
implemented for England’s national programme for IT (NPfIT), but its functionality makes it 
marketable internationally and sales have also taken place in the Spanish, Dutch and German 
markets. 
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Operations by geography 
61 A summary of the global reach of the operations of iSOFT is as follows: 

iSOFT – global operations 
 
 

 
 

 
62 iSOFT’s customer relationships are managed separately in each geographic region through a 

number of regional business units (RBUs).  The RBUs are organised into the following: 

(a) the United Kingdom and Ireland (UKI) 

(b) Central Europe (CE) 

(c) Australia and New Zealand (ANZ) 

(d) Southern Europe and Latin America (SELA) 

(e) Other12

63 Each RBU is responsible for managing customer relationships, product distribution and 
marketing, and implementation and support within the region.  The RBUs are supported by 
group-wide functions including research and development (R&D) and administration 
functions which address legal, finance, HR and business development activities.   

. 
 

  

                                                 
12  Other includes South East Asia (SEA), Middle East and Africa (MEA), China, North America and India. 

UK and Ireland 
Provider of hospital, laboratory, radiology  
and primary care solutions 

Netherlands 
Provider of hospital, primary  
care, pharmacy & diagnostic  
lab solutions 

Germany 
Provider of laboratory, radiology  
and hospital solutions 

Spain 
Provider of hospital, diagnostic,  
laboratory and primary care  
solutions 

Mexico 
Supplier of hospital information and  
primary care solutions to public and private  
sectors 

Australia / New Zealand 
Provider of hospital information,  
primary care, medication management  
and departmental solutions 

Malaysia 
Provider of hospital solutions 

iSOFT market presence Strong  iSOFT market presence 

UK and Ireland 
Provider of hospital, laboratory, radiology  
and primary care solutions 

Netherlands 
Provider of hospital, primary  
care, pharmacy & diagnostic  
laboratory solutions 

Germany 
Provider of laboratory, radiology  
and hospital solutions 

Spain 
Provider of hospital, diagnostic,  
laboratory and primary care  
solutions 

Mexico 
Supplier of hospital information and  
primary care solutions to public and private  
sectors 

Australia / New Zealand 
Provider of hospital information,  
primary care, medication management  
and departmental solutions 

Malaysia 
Provider of hospital solutions 

iSOFT iSOFT 
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64 Following a recent restructuring iSOFT now has five R&D centres of excellence, located in 
the UK, Germany, Spain, Australia and India.  These provide product development, testing 
and some maintenance functions to the Company’s operations across the world.  In FY10 the 
Company spent A$87.5 million on R&D. 

United Kingdom and Ireland 
65 United Kingdom and Ireland (UKI) operates in both the primary13 and secondary14

66 The UKI RBU derives the majority of its revenue from its core market of acute trusts

 healthcare 
sectors.  The business unit benefits from a stable customer base (approximately 900 primary 
care and 300 secondary care customers) and a strong client portfolio in England, consisting of 
centrally funded contracts.  In Ireland, iSOFT is an established market player and benefits 
from a national contract to supply hospital administration systems under its agreement with 
the Health Service Executive of Ireland.  These contractual relationships generate a stable 
base of support and maintenance revenues. 

15

National Programme for IT 

, 
including products for hospitals and clinicals (mainly patient management) and from 
departments within hospitals (e.g. laboratory, radiology).  UKI’s largest contract is with CSC 
for NPfIT.  The NPfIT contract ends in January 2017.  The non-hospital business in the UK 
RBU (which is principally primary care) has been experiencing declining sales as iSOFT does 
not have a scalable solution to meet the primary care trust system requirements and demands. 

67 iSOFT is the sole supplier of LORENZO Regional Care software to CSC, which services 
NPfIT in three of the five regional healthcare clusters in the United Kingdom.  Following 
recent contract amendments iSOFT recognises revenue from its revised CSC contract as 
follows: 

(a) payment for development of LORENZO based on a daily rate (including a margin) for 
associated personnel on a ‘percentage of completion basis’16

(b) support and maintenance post deployment (anticipated from FY12 onwards). 
 

.  As at 31 December 2010 
around 700 personnel were seconded to CSC on this basis 

68 Payments are made by CSC to iSOFT based on daily rates for the resources used and 
milestone payments over the development phase of the contract.  This gives rise to material 
movements in working capital relating to the timing difference between revenue recognition 
and cash receipts.  To date LORENZO has gone live at 10 sites.  

                                                 
13  Primary healthcare is universally accessible essential health care based on practical, scientifically sound and socially 

acceptable methods. 
14  Secondary healthcare relates to services provided by medical specialists who generally do not have the first contact 

with the patient. 
15  An acute trust refers to an NHS hospital trust that provides secondary health services within the English National 

Health Service and in NHS Wales. Hospital trusts are commissioned to provide these services by NHS primary care 
trusts. According to the NHS website, as of December 2009 there are 168 acute NHS trusts in England 

16  ‘Percentage of completion’ is the accounting policy adopted by the Company in accordance with AASB 111 and 
118, which results in the recognition of revenues in direct relationship with the development status as measured by 
the percentage of completion. 
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Central Europe 
69 The Central Europe (CE) RBU primarily operates in the Netherlands and Germany, with the 

operations in Belgium (the result of the Ultragenda acquisition in 2010) representing a 
significantly smaller percentage of revenue.  The healthcare IT market environments and 
hence business models for the two main territories are materially different, with the 
Netherlands market characterised by high levels of centralisation and public sector 
involvement and the German market more fragmented and with higher levels of private sector 
involvement. 

70 Overall in CE iSOFT has particular strength in diagnostics.  iSOFT expects the introduction 
of LORENZO HIS in FY12 to lead to market share gains.  Other European markets with 
growth potential for iSOFT (and where the Company already has activities) include Russia, 
Hungary, Poland, Romania, Austria and Switzerland.  

Australia and New Zealand 
71 The Australian and New Zealand (ANZ) business unit is the result of the consolidation of 15 

acquired companies since IBA Health began operations as a private company in 1982.  The 
RBU presently operates out of eight locations across the region and supports a large number 
of product offerings (greater than 50), with a rationalisation programme in place over the next 
few years to reduce this number.  Sales are concentrated within the hospital sector. 

72 ANZ derives a significant proportion of its revenue from support and maintenance.  This is 
driven by the business unit’s six patient administration system products and five pharmacy 
products, which have been implemented in most public and private hospitals.  iSOFT’s 
patient administration system products act as the master patient index at over 90% of 
Australian state governments and NZ District Health Boards. 

73 iSOFT believes it has opportunities to grow in medication management and pathology, and 
has plans to introduce LORENZO Enterprise to all hospitals, with private hospitals likely to 
be the early adopters.  In the medium term, the Australian Government’s move to provide 
patient access to records over the next two years provides iSOFT with the opportunity to 
capitalise on its existing relationships with government bodies. 

Southern Europe and Latin America 
74 The Southern Europe and Latin America (SELA) RBU comprises Southern Europe 

(principally Spain and Portugal) and Latin America (primarily Mexico, Peru and the 
Dominican Republic).  Prior to 2009, the SELA RBU focused on Southern Europe, 
particularly Spain.  However from 2010 management increasingly sought opportunities in 
Latin America, due to local requirements being well understood, language cross-over and the 
strength of iSOFT’s products compared with those of its competitors.  Management also 
believe that Latin America is one of the fastest growing healthcare IT markets worldwide, 
with a strong demand for healthcare information systems and collaboration solutions.  

75 The public sector represents the majority of SELA revenues.  iSOFT generally deals with 
regional governments in negotiating healthcare IT contracts.  Within the private sector, 
several hospital groups are owned by insurance companies, a number of which are already 
running iSOFT solutions.  As such, the operations in Spain benefit from a high proportion of 
recurring revenue from implementation and support of these solutions. 
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Other 
76 iSOFT has minor positions in a number of other territories including South East Asia, the 

Middle East, Africa and North America.   

Sources of revenue 
77 iSOFT derives revenue from the provision of software and associated services to the global IT 

healthcare industry.  Revenues are split between the following: 

(a) Software licences: these typically provide the customer with the ability to use a 
software product into perpetuity, although licenses can be granted for shorter periods of 
one to five years.  The Company earns additional license revenue from the sale of 
further software upgrades over time  

(b) Professional services and implementation: services provided include tailoring 
products to customer requirements and supporting implementation of software 
solutions.  Average implementation periods are generally one to three months for small 
contracts, four to six months for medium size contracts and up to 18 months for larger 
contracts 

(c) Support and maintenance: following the software license sale, iSOFT generates 
revenue from ongoing product support, including provision of required software 
upgrades, hot fixes17

(d) Other: includes the sale of third party software and hardware (typically at a lower gross 
margin than other revenue) and provision of managed data service contracts. 

 and user support.  These services are usually sold in conjunction 
with a software license as an initial two to five year support contract with annual 
renewal thereafter 

LORENZO 
78 The market for healthcare software is broad and complex.  Comprehensive integrated health 

and care record systems do not currently exist in a widespread manner.  Due to its unique 
architecture LORENZO is able to bring together different tools and functions to create virtual 
health networks that securely connect doctors, care facilities, patients and, in the longer term, 
consumers (i.e. the total health system).  iSOFT management expect that LORENZO will be 
the most advanced administrative and clinical software solution in the world with global 
deployment potential, with a global addressable market estimated at approximately A$5.5 
billion18

79 LORENZO is iSOFT’s flagship product and is designed to meet the demand for widespread 
IT deployment without the complexity and fragmentation present in the current supply chain 
and to cover all aspects of the healthcare value chain.  It complements existing systems and 
can replace these over time on an incremental basis.  LORENZO was originally designed for 
the National Program for IT (NPfIT) in England in 2002, however iSOFT retains the right to 
the LORENZO intellectual property worldwide. 

. 

  

                                                 
17  A hot fix refers to a modification to software while the software is in use. 
18  iSOFT estimate. 
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80 LORENZO has been designed to allow implementation across organisations of different types 
and to meet the requirements of a wide range of markets.  This allows LORENZO to enhance 
the effective support across provider settings, providing patient-focussed rather than 
organisation-focussed electronic records and the ability for carers in different organisations to 
enhance patient care through access to the single administrative and clinical record.  Initial 
deployment has been as part of NPfIT, however management believes that there will be 
significant opportunity to roll out LORENZO to its existing installed customer base and other 
markets across the world.  

81 LORENZO has been developed into three main product streams that provide different 
solutions from the basis of a common core platform  These are: 

(a) LORENZO Regional Care for NPfIT: consists of a platform and non-functional 
services, clinical functionality, patient administration for England and NHS Spine 
compliance19

(b) LORENZO Enterprise: provides clinical and administrative functionality and adds 
additional functionality to LORENZO which is required outside NPfIT 

 

(c) LORENZO Smart Solutions: consists of LORENZO modules which can be deployed 
as either stand alone solutions or as complementary components integrated into both 
existing iSOFT and third party applications. 
 

82 LORENZO is currently generating revenue for iSOFT as follows:  

(a) payments from CSC for LORENZO under NPfIT.  These comprise a combination of 
contracted payments for development and deployment milestones.  These payments are 
expected to decline as LORENZO is implemented.  The contract ends in January 2017 
following which iSOFT expects to earn maintenance revenues from the installed 
LORENZO products  

(b) deployments of LORENZO Enterprise and Smart Solutions across a small number of 
hospitals in the current iSOFT footprint outside the UK. 

Customers 
83 iSOFT's customer base comprises over 13,000 public and private sector healthcare providers, 

who provide a range of different healthcare services.  The split between public and private 
providers varies substantially by geography, reflecting the nature of the healthcare markets in 
those countries.  iSOFT’s largest products in terms of revenue are focused on the hospital 
sector, although it also generates significant revenues from products sold into the diagnostics, 
primary care and departmental sectors. 

84 The Company’s largest current contract is with CSC in relation to NPfIT, which is expected 
to represent around 10% of revenues in FY11.  Outside NPfIT, iSOFT has a well spread and 
diversified client base, with the next largest customer representing less than 3% of total 
revenue. 

  

                                                 
19  Development activities of this product contribute directly to LORENZO Enterprise and LORENZO Smart Solutions. 
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85 iSOFT typically enjoys long-term customer relationships, with a relatively low level of 
customer churn as a result of: 

(a) the requirement in most hospitals for critical systems, including administration and data 
systems, that are maintained and supported at all times 

(b) the limited range of options in the market for obtaining support and maintenance 
services for iSOFT’s installed base.  iSOFT is usually the only provider of support 
services for its own software solutions; and 

(c) general reluctance by customers to overhaul or replace systems given the typical 
procurement and replacement process can take up to three years, including 6 to 12 
months for a tender followed by up to two years for implementation. 

Restructuring plan 
86 iSOFT is in the process of implementing a restructuring plan to reduce its cost base, with a 

target of removing A$30 million of costs from the business20.  This is to be achieved by way 
of headcount reductions21

(a) centralisation of research and development (R&D) activity from 23 locations to five 
centres of excellence

, facilities rationalisation and a reduction in discretionary spending.  
Specifically this plan involves:  

22

(b) reducing the number of management layers, travel expenditure and simplifying 
corporate governance 

, to improve focus on product portfolio consolidation and reduce 
infrastructure spend 

(c) rationalisation of the product portfolio from approximately 100 to 50 targeted products 
over time in order to reduce ongoing spend to support existing products  

(d) focusing on the current business operations and product portfolio (i.e. no acquisitions) 

(e) reducing office space in the Central Europe and Australia and New Zealand RBUs and 
relocation of the Bangalore office. 

  

                                                 
20  In its financial report for the half year ended 31 December 2010 iSOFT confirmed that it was on track to achieve 

this target. 
21  As part of the restructuring plan iSOFT’s headcount has been reduced by 1,330 from its peak in 2009 and is 

currently approximately 3,300. 
22  This centralisation has already occurred. 
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Financial performance 
87 A summary of the financial performance for iSOFT (as reported) for the three years to 

30 June 2010 and the half years to 31 December 2009 and 2010 is set out below: 

iSOFT – financial performance 

 

Year to 
30 Jun 08(1) 

 Audited 
A$m 

Year to 
30 Jun 09 
Audited 

A$m 

Year to 
30 Jun 10 
Audited 

A$m 

HY to 
31 Dec 09 
Reviewed 

A$m 

HY to 
31 Dec 10 
Reviewed 

A$m 
Sales revenue from continuing operations 332.6 502.4 398.8 220.2 161.6 
      
EBITDA before impairment charges(2) 85.6 119.9 19.3 35.5 (5.6) 
Depreciation (5.1) (6.9) (5.7) (2.8) (2.6) 
Amortisation of intangibles (28.4) (42.7) (34.8) (19.6) (10.2) 
EBIT before impairment charges 52.1 70.3 (21.2) 13.1 (18.4) 
      
Impairment charges (5.2) - (331.0) - (37.0) 
Net interest expense (29.6) (33.1) (20.9) (12.1) (24.3) 
Profit before tax from continuing businesses 17.3 37.2 (373.1) 1.0 (79.7) 
Tax (9.4) (7.1) (8.6) (2.6) (1.4) 
Profit after tax from continuing businesses 7.9 30.1 (381.7) (1.6) (81.1) 
Profit (loss) from discontinued operations(3) 6.8 4.6 (1.2) 6.4 (3.0) 
Profit after tax  14.7 34.7 (382.9) 4.8 (84.1) 
      
Note: 
1 It should be noted that the results for FY08 only reflect around a 10 month contribution from the acquisition 

of iSOFT Group Plc. 
2 EBITDA includes interest income (consistent with iSOFT’s financial reporting). 
3 The historical results have been restated to show the profit contribution from iSOFT Business Solutions 

(iBS), which was sold in December 2010, as a discontinued operation. 
      

 

Revenue recognition accounting policies 
88 iSOFT principally generates three types of revenue streams: 

(a) software sales / licence fees: recognised when assigned contract exists, delivery to the 
customer has occurred with no significant vendor obligations remaining and where the 
collection of the resulting receivable is considered probable.  In instances where a 
significant vendor obligation exists, revenue recognition is delayed until the obligation 
has been satisfied 

(b) implementation services: recognised on a percentage of completion basis over the 
duration of the implementation 

(c) support and maintenance services: initially credited to deferred revenue and then 
recognised on a straight line basis over the life of the contract. 
 

89 The National Programme for IT contract in the UK consists of a product development 
contract with additional development, implementation and maintenance services.  Revenue 
for product development is recognised on a percentage of completion basis, as licence 
revenue.  Revenue for additional development services and implementation is recognised as 
earned.  Maintenance services are recognised on a straight line basis over the life of the 
maintenance and support component of the contract. 
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Treatment of R&D expenditure 
90 iSOFT capitalises R&D costs relating to incremental software functionality and other product 

enhancement according to clearly defined guidelines.  Costs related to incremental product 
enhancement are generally capitalised at the point the asset is available for use.  Capitalised 
development costs include any directly attributable costs such as direct materials, employee 
costs and any other direct costs associated with the production of the asset and exclude 
administrative costs, selling costs, training costs or general overheads.  Capitalisation occurs 
only if development costs can be measured reliably, the product or process is technically and 
commercially feasible, future economic benefits are probable and iSOFT intends to and has 
adequate financial resources to complete development and to use or sell the asset.  
Amortisation is allocated over the estimated useful life of each capitalised asset, generally on 
a straight-line basis.  R&D costs related to software maintenance (e.g. bug fixes) are expensed 
as incurred.   

91 The total R&D costs incurred as a percentage of sales revenue and the proportion of 
development costs capitalised are shown below: 

iSOFT – R&D costs incurred and expensed 

 

Year to 
30 Jun 09 
Audited 

A$m 

Year to 
30 Jun 10 
Audited 

A$m 

HY to 
31 Dec 09 
Reviewed 

A$m 

HY to 
31 Dec 10 
Reviewed 

A$m 
Total R&D costs incurred 72.9 87.5 44.3 36.7 
Less development costs capitalised (18.0) (22.4) (13.2) (8.1) 
R&D costs expensed 54.9 65.1 31.1 28.6 
     
Proportion of R&D capitalised 24.7% 25.6% 29.8% 22.1% 
     

 

Performance by RBU 
92 The reported performance for each of iSOFT’s RBUs is set out below: 

iSOFT – segment information 

 

Year to 30 
Jun 08(3) 
Audited 

A$m 

Year to 
30 Jun 09 
Audited 

A$m 

Year to 
30 Jun 10 
Audited 

A$m 

Year to 
31 Dec 09 
Reviewed 

A$m 

Year to 
31 Dec 10 
Reviewed 

A$m 
Sales revenue from continuing operations      
UK and Ireland 172.7 268.9 186.4 112.1  71.4  
Central Europe 85.2 122.7 105.0 58.0  45.2  
Australia and New Zealand 53.2 63.0 63.5 30.0  31.8  
Southern Europe and Latin America 21.6 20.1 22.0 10.8  12.7  
Other - 27.7 21.9 9.3  0.5  
Total 332.6 502.4 398.8 220.2  161.6  
      
EBITDA before impairment charges(1)      
UK and Ireland 64.7 79.9 37.3 37.0  4.3  
Central Europe 14.1 25.5 1.2 3.9  (2.3) 
Australia and New Zealand 13.2 12.8 (0.8) (0.1) (1.5)  
Southern Europe and Latin America (7.1) 2.5 1.6 0.7  3.1 
Other 0.7 (0.8) (20.0) (6.0) (9.2) 
Total 85.6 119.9 19.3 35.5  (5.6)  
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Note: 
1 From continuing operations only. 
2 The average exchange rates for the countries where iSOFT has significant operations are shown below: 

AUD:GBP 0.448 0.460 0.554 0.532 0.603 
AUD:Euro 0.610 0.538 0.635 0.602 0.715 
AUD:Indian rupee 36.4 37.0 41.0 42.2 43.5 

3 It should be noted that the results for FY08 only reflect around a 10 month contribution from the acquisition 
of iSOFT Group Plc. 

      
 
93 The Australian dollar (AUD) has strengthened over the period against the world’s major 

currencies, which has had a negative effect on the AUD translated performance of iSOFT’s 
international operations, particularly those in the UK and Europe.  In Section V we set out the 
above results using constant exchange rates to enable the operating performance in each 
region to be compared on a consistent basis. 

Year ended 30 June 2009 
94 iSOFT reported strong results in FY09 due to the incorporation of both the IBA Health and 

iSOFT businesses for the first full year.  However, the results were positively impacted by the 
appreciation of the pound sterling and euro against the Australian dollar.  Notwithstanding the 
impact of currency movements, highlights of the results were as follows: 

(a) revenues increased 50% to A$539 million (increased 15% on a like for like pro forma 
basis 

(b) EBITDA before significant items exceeded previous guidance provided and rose 37% to 
A$131 million 

(c) net profit after tax increased 136% to A$34.7 million. 
 

95 In a bid to gain efficiencies the Company also rebranded all its businesses and products under 
the iSOFT umbrella in the period.  This followed the acquisition of iSOFT Group Plc in 2007. 

Year ended 30 June 2010 
96 iSOFT’s financial performance deteriorated materially in FY10, reflecting: 

(a) a general deterioration in market conditions that impacted new sales and resulted in 
revenues significantly below plan 

(b) a decline in revenue and contribution from the high margin NPfIT contract (in line with 
the underlying contract), compounded by delays in the roll-out of LORENZO within 
NPfIT 

(c) a planned increase in the cost base, consisting of investments in R&D and marketing to 
support planned growth in a number of key territories and product acquisitions.  This 
growth did not fully materialise 

(d) working capital outflows related to the timing of customer payments, in particular CSC 
contract payments  

(e) the strengthening of the Australian dollar against the Pound Sterling and Euro, which 
account for the largest proportion of revenues and profits. 
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97 As a result of the above, intangible assets (primarily goodwill) were impaired by 
A$340 million.  The Company was also required to renegotiate its banking arrangements, 
which was completed in September 2010.  This involved changes to the terms of the existing 
£112 million senior banking facilities and the extension of a new £40 million revolving credit 
facility, provided by the same syndicate of lenders.   

Results for the half year to 31 December 2010 
98 Following FY10 results iSOFT focused on restoring profitability and cash flow, with a view 

to reducing overall indebtedness through the disposal of the non-core iBS business23

(a) revenue declined 27% on the previous corresponding half year (i.e. the half year to 31 
December 2009) 

 
(completed in December 2010 for £20.0 million or A$31.5 million) and its restructuring plan.  
Other significant aspects of the results for the half year to 31 December 2010 were: 

(b) EBITDA before restructuring and exceptional items improved from a loss of A$8.4 
million in the half year to 30 June 2010 to A$9.8 million  

(c) operating expenses reduced by A$19 million compared to the half year to 31 December 
2009 

(d) an operating cash outflow of A$45 million was recorded (cash flow was expected to 
turn positive in the second half) 

(e) new contracts for LORENZO Enterprise and LORENZO Smart Solutions were signed 
in Spain and Central Europe 

(f) intangible assets (goodwill) were impaired by A$37 million. 
 

Guidance for the year ending 30 June 2011 
99 iSOFT has provided revenue and earnings guidance for FY1124

(a) FY11 revenues are expected to be slightly lower than the previous guidance of A$370 
million provided at the time of the annual general meeting, due to weaker than 
anticipated trading conditions in some of its smaller markets 

 as follows: 

(b) the second half revenue target is now A$200 million 

(c) one risk to achieving the FY11 revenue target is a slippage in the timing of conversion 
of pipeline opportunities to revenue during the second half  

(d) the Company was on track to achieve its stated aim of cost savings of A$30 million for 
FY11 

(e) overall iSOFT continues to expect a stronger second half than the first in terms of 
EBITDA and expects EBITDA margins (before exceptional items) to be approximately 
10% to 12% for the full year. 

                                                 
23 On 14 December 2010, iSOFT announced that it had sold iBS, commenting that “while iBS is a profitable business, 

its key products, Oracle’s e-business suite and Integra financial accounting solutions, have little overlap with 
iSOFT's proprietary core patient-focused healthcare IT business. Given this, and our strong desire to reduce debt, the 
divestment was deemed appropriate and in line with our strategy of focusing on core patient-specific health care 
products going forward.” 

24  iSOFT ASX announcement 25 February 2011 in respect of the results for the half year to 31 December 2010. 
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Cash conversion ratio 
100 The historical cash conversion ratio for iSOFT (being a comparison of ungeared operating 

cash flow to EBITDA before significant items) is set out below: 

iSOFT – cash conversion ratio 

 

Year to 
30 Jun 08 
Audited 

A$m 

Year to 
30 Jun 09 
Audited 

A$m 

Year to 
30 Jun 10 
Audited 

A$m 

HY to 
31 Dec 09 
Reviewed 

A$m 

HY to 
31 Dec 10 
Reviewed 

A$m 
EBITDA before exceptional items(1) 93.4  131.1  31.1  33.7  9.8  
      
Operating cash flow 76.2 64.3 (0.7) (12.1) (45.3) 
Add tax paid 5.9 10.5 8.9 3.8 3.5 
Less interest income (2.3) (1.6) (0.4) (1.0) - 
Ungeared pre-tax cash flow 79.8 73.2 7.8 (9.3) (41.8) 
      
EBITDA to cash conversion ratio 85.4% 55.8% 25.1% (27.6%) (426.5%) 
      
Note: 
1 EBITDA includes results of iBS which was sold in December 2010. 
      

 
101 As indicated above the level of operating cash flow has declined significantly since FY08.  In 

the six months ended 31 December 2010 ungeared operating cash flow was negative 
A$41.8 million.  This reflected: 

(a) restructuring costs of A$5.2 million and one-off consultancy and professional fees of 
A$10.0 million 

(b) one-off negative movements in working capital, due to: 

(i) the receipt of advanced payments from CSC in June 2010 (rather than in the six 
months ended 31 December 2010) of around A$12 million 

(ii) reductions in trade creditors of A$27.9 million25

(c) seasonal factors and the continued investment in R&D. 
 

 

102 However, operating cash flow was positive in December 2010 and management stated on 25 
February 2011 (in their half year profit announcement) that they expected operating cash flow 
to be positive in the second half of FY11. 

  

                                                 
25  Temporary extended payment terms had previously been negotiated with certain creditors. 
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Financial position 
103 The financial position for iSOFT as at 30 June 2009, 2010 and 31 December 2010 is set out as 

follows: 

iSOFT – financial position 

 

Audited  
30 Jun 09  

A$m 

Audited  
30 Jun 10  

A$m 

Reviewed 
31 Dec 10 

A$m 
Cash and cash equivalents 85.7  31.6  29.4  
Trade and other receivables 73.9  71.9  67.5  
inventories 0.2  0.6  0.5  
Income tax receivable 2.0  1.6  1.6  
Accrued revenue 73.2  56.1  52.8  
Other current assets 15.0  16.3  11.5  
Total current assets 250.1  178.1  163.3  
    
Property, plant and equipment 24.5  25.1  21.5  
Intangible assets 920.5  480.7  369.4  
Deferred tax assets 91.3  53.5  44.6  
Accrued revenue 13.8  20.1  8.3  
Total non-current assets 1,050.0  579.4  443.8  
Total assets 1,300.1  757.5  607.1  
    
Trade and other payables 108.1  89.8  60.3  
Borrowings 55.8  35.0  33.3  
Derivative financial instruments -  1.0  0.5  
Income tax liabilities 2.0  3.4  4.5  
Provisions 5.7  7.9  4.1  
Deferred income 67.9  58.9  41.6  
Total current liabilities 239.6  196.0  144.4  
    
Trade and other payables 0.8  8.3  11.8  
Borrowings 186.4  191.3  203.3  
Derivative financial instruments -  0.4  0.3  
Deferred tax liabilities 100.4  71.3  58.3  
Provisions 0.6  0.8  2.2  
Retirement benefit obligations 30.7  25.0  16.6  
Total non-current liabilities 319.0  297.1  292.5  
Total liabilities 558.6  493.1  436.9  
    
Net assets 741.5  264.5  170.3  
    

 

Accrued revenue and deferred income 
104 Accrued revenue represents revenue recognised on a percentage of completion basis which 

has not yet been invoiced.  The calculation of this revenue requires the forecast of costs to 
complete and is therefore subject to judgement.  Due to the timing of expected receipt, non-
current accrued revenue is discounted at a rate appropriate for the relevant RBU, taking into 
account all relevant aspects of the underlying transaction. 

105 Deferred income represents revenue invoiced to customers in accordance with contractual 
arrangements.  The amounts will be released to revenue as the contracts are fulfilled. 
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106 The net position of accrued revenue and deferred income was as follows: 

iSOFT – accrued revenue and deferred income     

 

Audited 
30 Jun 09 

A$m 

Audited 
30 Jun 10 

A$m 

Reviewed 
31 Dec 10 

A$m 
Accrued revenue    

current 73.2  56.1  52.8  
non-current 13.8  20.1  8.3  

Total accrued revenue 87.0  76.2  61.1  
Less deferred income (67.9) (58.9) (41.6) 
Net position 19.1  17.3  19.6 
    

 

Borrowings 
107 As at 31 December 2010 iSOFT’s borrowings comprised: 

iSOFT – interest bearing debt and debt like instruments    

 
Current 

A$m 
Non-current 

A$m 
Total 
A$m 

Senior debt facilities 27.0 172.9 199.9 
Contract funding 9.7 7.7 17.4 
Convertible notes1 - 33.7 33.7 
Other borrowings 0.1 0.2 0.3 
Finance lease liabilities - 0.1 0.1 
Total borrowings  36.8 214.6 251.4 
Unamortised loan set-up fees (3.5) (11.3) (14.8) 
Total borrowings (as reported) 33.3 203.3 236.6 
    
Note: 
1 Nominal value A$39.7 million. 

   

    
 

Senior debt facilities 
108 iSOFT completed documentation for its revised senior debt facility on 20 October 2010, 

including term loans amounting to £82.5 million and a revolver facility of £30.0 million.  
Additional borrowings in the form of a new senior revolving bridge debt facility of £40 
million with a maturity of 31 December 2011 were also obtained.   

109 The terms of this new facility included certain conditions subsequent, which if not met by 
15 November 2010 would bring forward the maturity of term loan A amounting to 
£52.5 million and the revolving credit facility amounting to £30 million from 23 June 2013 to 
15 March 2012 (Bring Forward Trigger).  These conditions were not met and as a result the 
Bring Forward Trigger was exercised.   

110 As noted above, iSOFT completed the sale of iSOFT Business Solutions (iBS) on 
13 December 2010.  The consideration of £20 million (or A$31.5 million) was used to partly 
pay down the new bridge facility. 
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111 A summary of the senior debt facilities as at 31 December 2010 is set out below: 

iSOFT – Senior debt facilities 

 

Amount 
drawn at 
31 Dec 10 

£m 

Facility 
limit at 

31 Dec 10 
£m Maturity Interest rate 

Term loan:     
Tranche A 45.6 45.6 15 Mar 12 UK LIBOR plus 5.0% plus PIK(1) of 6.0%(2) 
Tranche B 7.5 7.5 15 Mar 12 UK LIBOR plus 5.5% plus PIK of 6.0%(2) 

Term Loan 30.3 30.3 15 Mar 12 UK LIBOR plus 4.5% plus PIK of 5.0% 
Revolving Credit Facility 30.1 30.2 15 Mar 12 UK LIBOR plus 4.5% plus PIK of 5.0% 
Bridge Facility 13.9 24.6 31 Dec 11 UK LIBOR plus 5.5% plus PIK of 14.0%(2) 
Total senior debt facility 127.4 138.2   
     
Note: 
1 PIK refers to payment in kind (representing capitalised interest). 
2 The PIK increases by 1.25% per quarter from 1 January 2011. 
     

 

Convertible notes 
112 The convertible notes were originally issued to Oceania Capital Partners Limited26

(a) the notes have a five year maturity date, and mature on 31 October 2012 and 
19 November 2012 

 on 
31 October 2007 and 19 November 2007.  There are currently 46 million convertible notes 
outstanding, which can be converted to ordinary shares on a one for one basis.  Other key 
features of the notes are as follows: 

(b) the coupon rate payable is equal to the dividend paid on ordinary shares 

(c) conversion is allowed at any time, at the holder’s option 

(d) the notes are unsecured. 
 

113 Under the proposed Share Scheme these convertible notes will be repaid in full for the 
redemption amount of A$39.7 million. 

  

                                                 
26  iSOFT’s largest shareholder. 
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Intangible assets 
114 iSOFT’s intangible asset position is set out as follows: 

iSOFT – intangible assets  

 

Audited 
30 Jun 09 

A$m 

Audited 
30 Jun 10 

A$m 

Reviewed 
31 Dec 10 

A$m 
Intangible assets recognised on acquisition:    

Goodwill  531.7 205.3 141.6 
Intellectual property  193.7 147.3 129.0 
Customer contracts  115.6 63.8 40.0 
Patents and trademarks  49.6 37.5 30.4 

Capitalised development costs 29.8 26.7 28.4 
Total intangible assets – book value 920.5 480.7 369.4 
    
Note: 
1 The balances are stated net of amortisation and impairment. 
    

 
115 As indicated above the large majority of intangible assets were recognised upon the 

acquisition of various entities.  With the exception of goodwill (which is tested annually for 
impairment), the intangible assets recognised on acquisition are amortised over their 
estimated finite lives.  As noted above, iSOFT recorded impairment charges in FY10 and the 
half year to 31 December 2010 of A$340 million and A$37 million respectively. 

116 Capitalised development costs relate to development costs that are amortised over the periods 
of expected benefit, which typically vary from four to seven years. 

Contingent consideration 
117 iSOFT’s financial statements reflect the following contingent consideration liabilities27

iSOFT – Contingent consideration  

: 

   

Businesses acquired 

Audited 
30 Jun 09 

A$m 

Audited 
30 Jun 10 

A$m 

Reviewed 
31 Dec 10 

A$m 
BridgeForward, Inc Nil 4.6 3.9 
Patient Safety International Pty Limited Nil 3.9 3.9 
UltraGenda NV Nil 0.5 0.4 
iSOFT (NZ and Pacific Islands) Ltd 0.7 0.7 0.7 
Total 0.7 9.7 8.9 
    

 
118 The contingent consideration liabilities represent management’s best estimate of the present 

value of future payments likely to be due to the vendors of businesses acquired upon the 
achievement of various performance hurdles. 

  

                                                 
27  These liabilities are reported within trade and other payables. 
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119 Currently, the maximum potential contingent consideration payables are as follows: 

(a) A$13 million potentially payable over the 3 years to April 2012 in connection with the 
acquisition of Hatrix Pty Limited 

(b) US$10 million potentially payable over the 5 years to August 2014 in connection with 
the acquisition of BridgeForward, Inc. (of which US$3.9 million has been recognised as 
at 31 December 2010 as a liability in iSOFT’s financial statements using a discount rate 
of 12.5% per annum) 

(c) A$3.9 million potentially payable over the 3 years to November 2012 in connection 
with the acquisition of Patient Safety International Pty Limited (the full amount of 
which has been recognised as at 31 December 2010 as a liability in iSOFT’s financial 
statements using a discount rate of 13.5% per annum) 

(d) €2.5 million potentially payable over the 2 years to February 2012 in connection with 
the acquisition of UltraGenda NV (of which €1.25 million was paid in February 2011). 
 

Defined benefit superannuation plans 
120 iSOFT operates a number of defined benefit superannuation plans on behalf of its employees.  

The extent to which the present value of the defined benefit obligations exceeded the fair 
value of the defined benefit plan assets is shown below: 

iSOFT – defined benefit superannuation plans    

 

Audited 
30 Jun 09 

A$m 

Audited 
30 Jun 10 

A$m 

Reviewed 
31 Dec 10 

A$m 
Present value of defined benefit obligations(1) 60.4 60.6 52.5 
Fair value of defined benefit plan assets (33.7) (35.6) (35.9) 
Irrecoverable element of potential future pension surplus 4.0 - - 
Net liability 30.7 25.0 16.6 
    
Note: 
1 As assessed by the actuary appointed by iSOFT. 
    

Tax losses 
121 As a result of losses generated in recent years iSOFT has significant tax losses.  As at 31 

December 2010 tax losses of some A$9 million were recognised as an asset in iSOFT’s 
financial position.  The potential tax benefits from unrecognised tax losses as at 30 June 2010 
amount to $120.9m. 
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Share capital 
122 As at 30 May 2011 iSOFT had the following equity securities on issue28

iSOFT – equity securities on issue 

: 

 

Securities on issue 
Number 

000 
Fully paid ordinary shares 1,064,596 
Unpaid ordinary shares 6,000 
Warrants 3,564 
Options 16,650 
Performance rights 5,750 
  

 
123 The amount to be paid up on the unpaid shares is A$0.1455 per share. 

124 The warrants are held by OCP and are exercisable at a price of A$0.1614 per warrant.  Upon 
exercise the holder of the warrants receives one fully paid ordinary share for each warrant 
exercised.  The warrants expire between 29 October 2011 and 27 March 2012.  If the Share 
Scheme is implemented the warrants will be cancelled for the Share Scheme Consideration of 
A$0.17 per share less the warrant exercise price of A$0.1614 per share.  Under the Share 
Scheme warrant holders will therefore receive A$0.0086 per warrant. 

125 Details of the options and performance rights on issue are set out below: 

iSOFT – options and performance rights outstanding 

 
Number 

000 

Exercise 
price 
A$ 

Escrow 
release 

date 
Expiry 

date 
Options     
ISFAW 8,200 $0.6911  4 Sep 11 4 Sep 13 
ISFAK 2,000  $0.7874  30 Jun 12 18 Nov 14 
ISFAH 850  $0.5780  6 Apr 13 6 Apr 15 
ISFAM 5,000 $0.8500 n/a 31 Jul 11 
ISFAO 600 $1.0000 n/a 9 Nov 11 
 16,650    
Performance rights     
ISAFAG 4,750 n/a 30 Jun 12 18 Nov 14 
ISFAJ7 1,000 n/a 6 Apr 13 6 Apr 15 
 5,750    
     

 
126 As a consequence of the Share Scheme all performance hurdles on options and performance 

rights will be waived.  This will allow performance right holders to be included in the Share 
Scheme as shareholders. 

127 A separate option scheme (the Option Scheme) is proposed to enable CSC to acquire all 
outstanding options.  As shown above the exercise prices of the options are significantly 
higher than the recent trading prices of the Company’s shares (and the Share Scheme 
Consideration offered by CSC). 

                                                 
28 On 31 May 2011 319,799 warrants were exercised.  This has no impact on the fully diluted share capital of iSOFT 

and does not materially impact our valuation range. 
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Share price performance 
128 The price of iSOFT shares from 1 July 2008 to 24 March 2011 (being the day trading in 

iSOFT shares on the ASX was halted prior to the subsequent announcement of the Share 
Scheme) is summarised in the table below:  

iSOFT – share price performance(1)     

 High Low Close 
Monthly 
volume(2) 

 A$ A$ A$ 000 
Quarter ended     
September 2008 0.79 0.54  0.76   24,214  
December 2008 0.83 0.52  0.62   30,131  
March 2009 0.82 0.60  0.61   25,383  
June 2009 0.75 0.61  0.65   36,312  
September 2009 0.93 0.59  0.84   37,449  
December 2009 0.92 0.66  0.77   34,654  
March 2010 0.78 0.47  0.57   52,710  
June 2010 0.63 0.14  0.17   165,358  
     
Month ended     
July 2010 0.21 0.15 0.15  183,967  
August 2010 0.21 0.13 0.14  198,621  
September 2010 0.15 0.13 0.13  112,818  
October 2010 0.13 0.09 0.10  103,148  
November 2010 0.11 0.07 0.08  108,359  
December 2010 0.09 0.07 0.07  153,414  
January 2011 0.08 0.07 0.07  31,126  
February 2011 0.07 0.05 0.06  54,888  
March 2011(3) 0.06 0.03 0.05  103,046 
     
Note:  
1 Share prices are not adjusted for changes in capital including entitlement or rights offers.  
2 Monthly volumes for the quarter ended represents average monthly volumes.  
3 Up to 24 March 2011. 
Source: Bloomberg. 
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129 The following graph illustrates the movement in the iSOFT share price from 1 July 2008 to 24 
March 201129

iSOFT – share price history 

:  

1 July 2008 to 24 March 2011 

 
Note: 
1 Share prices are not adjusted for changes in capital including entitlement or rights offers. 
Source: Bloomberg. 
 

 
130 As shown above, iSOFT’s share price fell significantly from mid-2010 to around A$0.05 per 

share prior to the announcement of the Share Scheme, as a result of lower revenues, reduced 
profitability and debt refinancing issues. 

                                                 
29  The day trading on the ASX was halted prior to the subsequent announcement of the Share Scheme. 

$0.00

$0.20

$0.40

$0.60

$0.80

$1.00

Jul 08 Jan 09 Jul 09 Jan 10 Jul 10 Jan 11

F
or

 p
er

so
na

l u
se

 o
nl

y



101

H
207

 
 
 
 
 

 36 

IV Global e-health industry  

Overview 
131 iSOFT operates in the global electronic health (e-health30

132 Access, equity, quality and cost-effectiveness are key issues facing health care in both 
developed and developing countries, and information and communications technology (ICT) 
has the potential to help address these issues

) industry providing a range of IT 
solutions that aim to automate health care processes and support workflows across hospitals, 
clinics and primary care centres, enabling the integrated care of the patient.  The focus of this 
section is therefore the application of e-health IT solutions in a global context.  

31.  ICT has the potential to revolutionise the way 
medicine is practiced, as major advancements in ICT, coupled with the need to provide more 
efficient health care services, have resulted in the increased use of ICT applications in the 
healthcare industry32

E-health  

.   

133 E-health is the combined use of electronic ICT (digital data transmission, storage and retrieval 
electronically) in the health sector.  E-health assists in clinical, education and administrative 
processes, and can be both in-house and operated externally32.  E-health aims to ensure the 
right health information is provided to the right person at the right place and time in a secure, 
electronic form, for the purpose of optimising the quality and efficiency of health care 
delivery33.  The potential benefits of e-health include34

(a) improved health care through: 

: 

(i) reduced errors in diagnosis, medication and treatment without medication 

(ii) enhanced adherence to best practices by providers and through better patient self-
management 

(b) improved utilisation of health care infrastructure, including reductions in the average 
stay length and wait times 

(c) avoidance of the duplication of records and efforts (e.g. lab tests, X-rays) 

(d) optimised use of pharmaceuticals (including generics) 

(e) enhanced health workforce productivity, due to greater efficiencies in obtaining patient 
information, record keeping, administration and referrals. 

 
  

                                                 
30  The application of ICT to the health industry is often termed “e-health”. 
31   Source: World Health Organisation, Telemedicine – Opportunities and developments in Member States, Global 

Observatory for eHealth series – Volume 2, 2009.  
32  Source: World Health Organisation, Information Technology in Support of Health Care, Department of Essential 

Health Technologies.  
33   Source: Deloitte, National E-Health and Information Principal Committee, National E-Health Strategy, 20 

September 2008. 
34   Source: Booz & Company, Optimising E-Health Value – using an investment model to build a foundation for 

program success. 
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134 Whilst there are many potential benefits of e-health, the health care industry tends to lag 
behind other information-intensive industries, such as financial services, telecommunications 
and government agencies in the use of information technology35

35
.  The primary reasons for 

this lag include : 

(a) reluctance of health care providers to adopt technology or change their clinical practices 
without compelling medical reasons 

(b) the absence of an agreed-upon set of performance targets that can be accomplished 
through the use of IT in healthcare 

(c) the perceived opportunity costs of IT investments in health care (for example the 
diversion of funds away from delivering services directly to patients); and 

(d) the fragmented nature of the health systems in many countries and their lack of 
centralised management and leadership. 

 
135 The World Health Organisation (WHO) has indentified key elements required to strengthen 

health information systems in order to determine what data should be collected, at which 
levels of the system and by whom36

Information needs and tools at different levels of data collection 

, as illustrated by the following diagram: 

 

 
Abbreviations: MDGs – Millennium Development Goals.  UNGASS – United Nations General Assembly Special Session.  CBOs – 
Community Based Orders  
Source: World Health Organisation, Framework and Standards for Country Health Information Systems (Second Edition), June 2008.  
 

                                                 
35  Source: Booz & Company, Optimising E-Health Value – using an investment model to build a foundation for 

program success. 
36   Source: World Health Organisation, Framework and Standards for Country Health Information Systems (Second 

Edition), June 2008. 

Level of data 
collection

Quality of 
data

Information 
needs

Information 
tools

Global / Regional
Summary indicators for 

global reporting e.g. 
MDGs, UNGASS

Global / Regional 
summary reports

National
Summary indicators for 

national needs, e.g. 
Strategic planning and 

resource allocation

National summary reports

District
Indicators for district and 

national reporting and 
planning

District summary reports

Facility
Facility management, 
audits, planning, drug 

procurement

Facility registers, 
logbooks

Patient Patient care Patient charts

Household and 
community

Understanding population 
burden of disease and risk; 
monitoring and evaluation 

of CBOs

Household surveys, 
census, civil registration 

and demographic 
surveillance

Less

More
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Health care reform 
136 A number of countries and regions are currently undertaking health care reform towards a 

complete ICT health care system.  Some of these, for example the UK, are more advanced 
than others, however the sheer size of the projects, combined with the complexity of 
government requirements make such reforms problematic.   

137 The current initiatives and plans for the global ICT health care industry in the UK, Australia, 
Europe (iSOFT’s primary markets) and the USA are discussed below.  

The United Kingdom  
138 In April 2005, the National Health Service (NHS) Connecting for Health (CfH) was formed to 

deliver a multi-billion pound sterling program to provide modern integrated systems and 
services for all NHS organisations in England.  This program, NPfIT, included the 
introduction of new computer systems and services used to link GPs and community services 
to hospitals.  The system would allow NHS staff treating patients to find information, 
including notes, x-rays or scans regarding patients, quickly, easily and securely37

139 Some of the key components of the NPfIT include

. 

37: 

(a) PAS (Patient Administration System) – intended to lay the foundations for the 
ongoing development of the electronic National Care Record and a step towards 
achieving a shared electronic patient record. 

(b) PACS (Picture Archiving and Communications Systems) – enables images such as 
x-rays and scans to be stored electronically and viewed on computer screens instantly.  
This allows doctors and other health professionals to make faster and more accurate 
diagnosis, which helps to improve patient care. 

(c) Choose and book – allows patients to select their preferred date and time for an 
appointment once they have been referred by their GP. 

 

140 In September 2010, after a review of the NPfIT, the Department of Health concluded that a 
centralised, national approach was no longer required and that a more locally-led plural 
system of procurement should operate, whilst continuing with national applications already 
procured38

  

.  The Department of Health also noted that this new approach to implementation 
would take a modular approach, allowing NHS organisations to introduce smaller, more 
manageable change, in line with their business requirements and capacity.   

                                                 
37   Source: UHCW, The National Project for Information Technology, www.uhcw.nhs.uk/about-us/the-national-

project-for-information-technology-npfit (accessed 27 April 2011) 
38   Source: Department of Health press release dated 9 September 2010, “The future of the National Programme for 

IT”. 

F
or

 p
er

so
na

l u
se

 o
nl

y



Annexure H: Independent Expert’s Report

210

iSOFT Group Limited Scheme Booklet

 
 
 
 
 

 39 

141 Furthermore, the review of the NPfIT concluded that retaining a national infrastructure will 
deliver best value for taxpayers, and that applications including Choose and Book, Electronic 
Prescription Services and PACS have already been delivered and are integrated with the 
running of current health services38.  The change in plans for the NPfIT reduced the estimated 
cost of the NPfIT program to £11.4 billion, lower than the previous estimate of 
£12.7 billion39

Australia  

. 

142 Australia’s Federal, State and Territory health ministers have committed to working together 
to introduce e-health communications to provide the Australian health sector with access to a 
secure electronic health record.  As a result, in 2006 the National e-Health Transition 
Authority (NEHTA) received funding of $98 million from the Council of Australian 
Governments (COAG) to progress the development of related infrastructure projects and form 
the building blocks towards a national approach to a future electronic health records system.  
In November 2008 a further $218 million additional funding to continue the existing work 
program to June 2012 was provided to NEHTA40

143 In the 2010-11 Budget the Australian Government announced funding totalling 
$466.7 million over two years to establish the key components of a personally controlled 
electronic health record system

.  

41

41

.  This funding is intended to ensure that nationally 
consistent patient health summaries result from existing and compliant information sources.  
Patients who choose to participate in the system will have secure access to their health records 
and will also be able to grant their healthcare providers access to those records.  Improved 
records are intended to deliver more informed clinical assessments and decision making, 
improve continuity of care for patients and introduce efficiencies in health care service 
delivery . 

144 Booz & Company estimates that the successful rollout and adoption of core e-health 
capabilities in Australia could be worth A$7.6 billion annually by 2020, including an 
expected A$2.8 billion benefit on the reduction of errors, A$2.3 billion benefit relating to the 
enhanced adherence to best practices and $1.1 billion of benefits on enhanced workforce 
productivity42

Europe 

.  

145 The European market is characterised by numerous countries with vastly different 
characteristics, such as level of clinical and hospital centralisation, centre sizes and 
government structures.  Further complicating a uniform approach are the differing languages 
and cultures that exist.  Therefore the e-health market is viewed on a country by country basis, 
with local domestic operators often dominating the home market, but with little success in 
expanding into other countries from this base.   

  

                                                 
39   Source: IEEE Spectrum article by Robert Charette, 10 September 2010 “UK Centralised National Health Record 

System Vision Vaporized”.  
40  Source: National E-Health Transition Authority, “E-health: Healthcare Today”.  
41  Source: Parliament of Australia Budget Review 2010-11, E-health. 
42   Source: Booz & Company, Optimising E-Health Value – using an investment model to build a foundation for 

program success. 
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146 Europe, however, is slowly moving towards a more complete IT health care system.  The 
European Commission has recently launched a consultation aimed at removing barriers to the 
large-scale deployment of electronic healthcare systems.  Furthermore, it is currently 
preparing its 2012-2020 eHealth Action Plan, which includes the Digital Agenda Key Action 
13 to “work with member states to equip 15 per cent of Europeans with secure online access 
to their medical health data by 2015”43

The United States of America (US) 

. 

147 In the US various plans have been announced regarding investment in e-health care and new 
technology.  The most important of these with regard to e-health were the plans referred to in:  

(a) the American Recovery and Reinvestment Act of 2009 – where President Obama 
promised expenditure of up to US$27 billion over ten years to support the adoption of e-
health records44

(b) the Health Information Technology for Economic and Clinical Health Act 
(HITECH) – federal incentive payments will be available to doctors and hospitals 
when the doctors adopt e-health records and demonstrate ways that can improve quality, 
safety and effectiveness of care.  Eligible professionals can receive as much as 
US$44,000 over a five year period through Medicare, while Medicaid

; and   

45
44

 eligible 
professionals can receive as much as $63,750 over 6 years .  

 
148 With over 300 million people, the size of the US market when viewed as a target market for a 

company like iSOFT, is particularly attractive compared to the disparate markets in Europe.  
iSOFT set up a US office in 2009 after the acquisition of BridgeForward Inc, however 
expansion into the US market has been limited due to capital constraints within the Company.  

Recent developments in the e-health industry 
149 Recent developments in the e-health industry have included the use of social networking sites 

by patients and doctors alike, as well as the creation of artificial intelligence units like Dr 
Watson.  These progressions are likely to be incorporated into new e-health developments and 
the impact of the delivery of future e-health solutions.  

  

                                                 
43  eHealth Central article dated 14 April 2011, “eHealth action: Europe vs UK 
44   Source: U.S. Department of Health & Human Services release dated 13 July 2010, “Electronic Health Records at a 

Glance”.  
45   Medicaid is a U.S. Government means tested health and medical services program for certain individuals and 

families with low incomes and few resources. 
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Social media and healthcare 
150 Social networking and social media sites are becoming increasingly popular in the health care 

industry.  Doctors, patients and health care organisations are beginning to adopt the new 
generation of online and mobile technologies which are fundamentally changing the way 
health care works.  This trend is illustrated by the number of hospitals in the USA currently 
using social networking sites.  As at 23 January 2011 over 3,000 hospital social networking 
sites were used by some 906 hospitals46

151 This social networking movement is not exclusive to the USA, with a study on social 
networking in the National Health Services (NHS) in England identifying that the adoption of 
technologies such as Facebook, Twitter, Bebo and YouTube in Primary Health Care Trusts is 
underway, with Twitter being the most popular and fastest growing social utility followed 
closely by Facebook and YouTube

, including YouTube, Facebook, Twitter and 
LinkedIn. 

47

152 The use of social networking has many benefits.  Firstly, patients are able to obtain advice 
from numerous doctors and specialists (increasing expertise) located outside their own 
geographic regions (increasing access to different methods).  This increases the patients level 
of knowledge while also encouraging them to take an active role in his or hers own healthcare 
and can provide a valuable support network.   

. 

Dr Watson 
153 On 17 February 2011 IBM Corp (IBM) and Nuance Communications Inc (Nuance) 

announced a research agreement to explore, develop and commercialise the Watson 
computing system’s advance analytics capabilities in the health care industry (named 
Dr Watson).  The initiative will combine IBM’s Deep Question Answering, Natural Language 
Understanding and Machine Learning capabilities with Nuance’s speech recognition and 
Clinical Language Understanding solutions for the diagnosis and treatment of patients.  
Dr Watson aims to provide hospitals, physicians and payers access to critical and timely 
information48

48
.  IBM and Nuance expect the first commercial application from the 

collaboration to be available in 18 to 24 months . 

154 According to IBM and Nuance, Watson’s ability to analyse the meaning and context of 
human language, and quickly process information to find precise answers, can assist decision 
makers (such as physicians and nurses) to unlock the knowledge within huge volumes of 
information, and offer answers they may not have considered to help validate their own ideas 
or hypotheses.  In addition, it will transform the capture, flow and use of clinical data, 
empowering health care organisations to drive smarter, more efficiently clinical and business 
decisions48. 

                                                 
46   Source: Ed Bennett (of the University of Maryland Medical Centre) “Hospital Social Network List” accessed at 

http://ebennett.org/hsnl/ on 27 April 2011. 
47   Source: Hawker, MD (2010) “Social Networking in the National Health Service in England: A Quantitative 

Analysis of the Online Identities of 152 Primary Health Care Trusts”, Studies in Health Technology and Informatics.  
48   Source: IBM press release dated 17 February 2011, “IBM to Collaborate with Nuance to Apply IBM’s ‘Watson’ 

Analytics Technology to Healthcare”.  
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V Valuation approach 
 

155 Regulatory Guide 111 – Content of expert reports (RG 111) outlines the appropriate 
methodologies that a valuer should consider when valuing assets or securities for the purposes 
of, amongst other things, share buy-backs, selective capital reductions, schemes of 
arrangement, takeovers and prospectuses.  These include: 

(a) the discounted cash flow (DCF) methodology 

(b) the application of earnings multiples appropriate to the businesses or industries in which 
the company or its profit centres are engaged, to the estimated future maintainable 
earnings or cash flows of the company, added to the estimated realisable value of any 
surplus assets  

(c) the amount that would be available for distribution to shareholders in an orderly 
realisation of assets 

(d) the quoted price of listed securities, when there is a liquid and active market and 
allowing for the fact that the quoted market price may not reflect their value on a 100% 
controlling interest basis 

(e) any recent genuine offers received by the target for any business units or assets as a 
basis for valuation of those business units or assets. 
 

156 Under the DCF methodology the value of the business is equal to the net present value (NPV) 
of the estimated future cash flows including a terminal value.  In order to arrive at the NPV 
the future cash flows are discounted using a discount rate which reflects the risks associated 
with the cash flow stream. 

157 Methodologies using capitalisation multiples of earnings or cash flows are commonly applied 
when valuing businesses where a future “maintainable” earnings stream can be established 
with a degree of confidence.  Generally, this applies in circumstances where the business is 
relatively mature, has a proven track record and expectations of future profitability and has 
relatively steady growth prospects.  Such a methodology is generally not applicable where a 
business is in start-up phase, has a finite life, or is likely to experience a significant change in 
growth prospects and risks in the future. 

158 Capitalisation multiples can be applied to either estimates of future maintainable operating 
cash flow, earnings before interest, tax, depreciation and amortisation (EBITDA), earnings 
before interest, tax and amortisation (EBITA), earnings before interest and tax (EBIT) or net 
profit after tax.  The appropriate multiple to be applied to such earnings is usually derived 
from stock market trading in shares in comparable companies which provide some guidance 
as to value and from precedent transactions within the industry.  The multiples derived from 
these sources need to be reviewed in the context of the differing profiles and growth prospects 
between the company being valued and those considered comparable.  When valuing 
controlling interests in a business an adjustment is also required to incorporate a premium for 
control.  The earnings from any non-trading or surplus assets are excluded from the estimate 
of the maintainable earnings and the value of such assets is separately added to the value of 
the business in order to derive the total value of the company. 
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159 An asset based methodology is applicable in circumstances where neither a capitalisation of 
earnings nor a DCF methodology is appropriate.  It can also be applied where a business is no 
longer a going concern or where an orderly realisation of assets and distribution of the 
proceeds is proposed.  Using this methodology, the value of the net assets of the company are 
adjusted for the time, cost and taxation consequences of realising the company’s assets. 

Methodologies selected 
160 The market value of iSOFT has been assessed by aggregating the market value of the business 

operations, together with the realisable value of any surplus and other assets and deducting net 
borrowings and other liabilities. 

161 The valuation of the business has been made on the basis of market value as a going concern.  
The primary valuation method used to value iSOFT’s business is the capitalisation of future 
maintainable EBITDA.  Under this methodology the value of the business is represented by 
its core underlying maintainable EBITDA capitalised at a rate (or EBITDA multiple) 
reflecting the risk inherent in those earnings. 

162 We have adopted this method when valuing iSOFT for the following reasons: 

(a) we do not have long-term cash flow projections which we regard as sufficiently robust 
to enable a DCF valuation to be undertaken49

(b) transaction evidence in the sector is generally expressed in terms of EBITDA multiples. 
  

 

163 Given the comprehensive sale process recently undertaken by iSOFT and its advisers as part 
of its strategic review, we have also cross-checked our overall equity valuation range against 
the offers received. 

                                                 
49  We note that iSOFT has prepared cash flow projections for financial reporting / impairment testing purposes.  

However, the objective of impairment tests is to opine on whether the carrying values of assets are appropriate 
rather than to assess market value of 100% of the equity of the entity. 
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VI Valuation of iSOFT 

Valuation methodology  
164 As stated in Section V we have adopted the capitalisation of EBITDA as our primary 

valuation method.  Under this method the EBITDA (before non-recurring items, but after 
research and development (R&D) expenses50

165 The value of iSOFT is then derived by adding the net realisable value of surplus and other 
assets and deducting net interest bearing debt and other liabilities. 

) is capitalised at an appropriate EBITDA 
multiple. 

166 The resulting values have also been cross-checked by reference to: 

(a) the offers received for iSOFT during the strategic review process recently undertaken by 
iSOFT and its advisers; and 

(b) the listed market prices of iSOFT shares prior to the announcement of the Share 
Scheme, adjusted for a premium for control. 

Assessment of EBITDA 
167 The EBITDA adopted for valuation purposes is an exercise of judgement that takes into 

consideration various factors including the historical (and forecast) level of profitability.  
Reported profits must be adjusted for non-recurring items, and must include only the 
operating results of current activities51

168 In order to assess the appropriate level of EBITDA for valuation purposes we have had regard 
to the historical results and internal management budgets for each regional business unit 
(RBU), and have discussed each RBU’s financial performance, operating environment and 
prospects with iSOFT management. 

. In most circumstances more weight is given to the 
most recent results than to historical results. 

169 We have also adjusted iSOFT’s historical EBITDA to: 

(a) exclude interest income (which is included in iSOFT’s reported EBITDA)52

(b) exclude the impact of non-recurring items, such as restructuring and other one-off costs 

 

(c) reflect as an expense all research and development (R&D) costs incurred 

(d) reflect the impact of recent exchange rate movements on profitability.    

Treatment of R&D costs 
170 As set out in Section III, iSOFT capitalises certain development costs (e.g. those related to 

incremental product enhancements) which are then amortised over the estimated useful life of 
the related capitalised asset.   

                                                 
50  Refer below. 
51  Accordingly, in assessing EBITDA for valuation purposes we have excluded the profit contribution from iBS which 

was sold in December 2010. 
52  By definition interest is excluded from EBITDA.  This adjustment is also appropriate because we have deducted net 

debt (being debt less cash) from our enterprise value in order to derive the value of iSOFT shares. 
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171 This accounting treatment is in accordance with current accounting standards.  However, the 
accounting treatment adopted means that the reported EBITDA of iSOFT does not reflect all 
R&D costs incurred.  This is because: 

(a) the reported EBITDA of iSOFT excludes R&D costs capitalised; and 

(b) the subsequent amortisation of capitalised costs is shown below the EBITDA line. 
 

172 Further, the inherent nature of R&D expenditure means that the periods over which 
capitalised costs are amortised will vary between comparable listed companies (who may also 
adopt different accounting treatments).   

173 Accordingly, for valuation purposes we believe it is more appropriate to assess earnings after 
all R&D (cash) costs incurred, and have therefore reversed the adjustment (made by iSOFT) 
to exclude R&D costs capitalised from reported EBITDA53

Exchange rate impacts 

. 

174 As set out in Section III iSOFT generates the large majority of its revenue and profit from its 
overseas operations.  Accordingly, the value of iSOFT shares and its reported profitability in 
Australian dollar terms is impacted by movements in Australian dollar exchange rates.   

175 To enable iSOFT’s financial results to be compared consistently based on current exchange 
rates we requested iSOFT management to restate historical results54

Exchange rates for A$1.00 as at 31 March 2011 

 to reflect the Australian 
dollar exchange rates prevailing on 31 March 2011.  These exchange rates for the currencies 
which have a material impact on iSOFT’s financial results are shown below: 

  
Pound sterling 0.6432 
Euro 0.7314 
Indian rupee 46.8088 
  

 
176 The above exchange rates are broadly consistent with those currently prevailing at the date of 

our report.   

  

                                                 
53  We have also made this adjustment when calculating the implied EBITDA multiples for comparable listed 

companies so that they reflect EBITDA after all R&D (cash) costs. 
54  Adjusted to exclude the profit contribution of iBS which was sold in December 2010. 
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Underlying EBITDA 
177 Based on the above we set out below: 

(a) iSOFT’s revenue from continuing operations translated at the exchange rates prevailing 
on 31 March 2011; and 

(b) a reconciliation between the EBITDA reported by iSOFT in its financial statements to 
the underlying EBITDA (before non-recurring items) based on the exchange rates 
prevailing at 31 March 2011: 

Revenue and EBITDA after all R&D expenses 

 

Year to 
30 Jun 09 

A$m 

Year to 
30 Jun 10 

A$m 

6 mths to 
31 Dec 09 

A$m 

6 mths to 
30 Jun 10 

A$m 

6 mths to 
31 Dec 10 

A$m 
Revenue from continuing operations(1):     

NPfIT 90.2 61.7 41.0 20.7 19.8 
Other 293.5 292.9 147.0 145.9 135.9 

Revenue in constant currency terms 383.7 354.6 188.0 166.6 155.7 
      
Reported EBITDA from continuing 
operations(2) 119.9 19.2 35.5 (16.3) (5.6) 
Less interest income(2) (1.3) (3.2) (2.0) (1.2) (1.1) 
Add back restructuring costs(2) - 5.0 0.2 4.8 15.7 
Add back other one-off items(2) - 4.1 0.5 3.6 0.1 
EBITDA before significant items(2) 118.6 25.1 34.2 (9.1) 9.1 
Less foreign currency impact(3) (34.4)      (8.6)      (9.6) 1.0   (0.2) 
EBITDA in constant currency(1) 84.2 16.5 24.6 (8.1) 8.9 
Less capitalised development costs(1) (13.2) (18.2) (10.6) (7.6) (7.7) 
EBITDA after cash R&D expenses 
in constant currency terms(1) 71.0 (1.7) 14.0 (15.7) 1.2 
      
Note: 
1 Translated at the exchange rates prevailing on 31 March 2011. 
2 Translated at the average exchange rates prevailing in the relevant periods. 
3 This adjustment represents the effect of translating the results at the exchange rates prevailing on 

31 March 2011 rather than the average exchange rates prevailing during the respective years.  
      

 
178 In relation to the above results it should be noted that: 

CSC Contract re NPfIT 
(a) historically the contract to develop and supply the LORENZO Regional Care software 

to CSC (which services NPfIT) has been a large contributor to iSOFT's profitability.  In 
FY09 total revenues from this contract were A$90.2 million (some 23.5% of total 
revenue from continuing activities) 

(b) under the CSC contract, iSOFT personnel are provided to CSC in relation to 
LORENZO development activity for which monthly payments are made by CSC to 
iSOFT at an agreed daily rate.  These daily rates reduced from May 2010 as a result of 
amendments made to the contract with CSC, reducing iSOFT's gross margin under the 
contract 
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(c) since FY09 revenue from LORENZO development activity under the CSC contract has 
fallen significantly as the number of development personnel required by CSC has 
reduced.  Further significant reductions in revenue (and gross margin) from 
development activity under this contract are expected as the project moves towards 
development completion (expected in late 2012) 

(d) the CSC contract also provides for milestone payments of up to £33 million to be 
received by iSOFT over the development phase of the contract.  As at 31 December 
2010 total milestone payments recognised as revenue were around £28 million, of 
which around £17 million had been received.  Management expect the remaining 
milestone payments to be received during FY12 (although the timing of payments is 
uncertain) 

(e) in FY11 iSOFT has stated that revenue under the CSC contract is forecast to be some 
10% of iSOFT's total revenue from continuing operations (down from approximately 
17% in FY10), implying NPfIT revenues of some $35 million 

(f) following the completion of the development phase of the CSC contract iSOFT will be 
able to provide maintenance and support services directly to end users.  As iSOFT 
developed the software, in our view, it is therefore likely that iSOFT will generate some 
level of future maintenance and support revenues from the NPfIT entities utilising the 
software.  However, the extent of these future revenues is inherently uncertain 

(g) iSOFT retains all intellectual property rights to the LORENZO software developed for 
NPfIT, and can therefore market the software to other potential users following 
completion of the CSC contract in 2017 

Non-NPfIT activities 
(h) EBITDA from non-NPfIT activities has been volatile reflecting, inter-alia, the impact of 

the global financial crisis on Government budgets, which resulted in overall planned 
spending on healthcare being wound back or deferred in many of iSOFT’s markets 

Restructuring initiatives  
(i) in 2010 management implemented a restructuring plan with the objective of reducing 

total operating costs by around A$30 million over FY11.  In the half year ended 31 
December 2010 cost savings of some A$19 million were achieved.  Based on savings 
made to date, management estimate that total costs savings in FY11 will be some A$40 
million.  These savings largely reflect: 

(i) the centralisation and rationalisation of R&D activities 

(ii) a significant reduction in employee numbers (from a peak of 4,466 in 1QFY10 to 
3,327 at the end of Q2FY11, with further reductions forecast) 

(iii) the staged rationalisation of the product portfolio by around 50% 

(iv) facilities rationalisation 

(v) tight cost control, particularly of discretionary items 
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(j) the full year impact of these cost savings is estimated to be up to A$50 million by the 
end of FY1155

Cost base and seasonality 

.  Thus, up to A$10 million in cost savings (over and above those 
expected to be generated in FY11) are expected to be generated.  However, in our view 
it is likely that some associated revenue loss will occur (offsetting in part the cost 
savings) 

(k) iSOFT’s cost base is mostly step fixed, with payroll representing 72% of operating costs 
in FY10.  As a result revenue changes can have a material impact on profitability 

(l) revenue is typically weighted towards the second half of the financial year, due to 
iSOFT’s large number of government customers which generally commit to additional 
purchasing during this period (although this was not the case in the second half of 
FY10) 

EBITDA guidance for FY11 
(m) on 25 February 2011 iSOFT provided guidance to investors on the outlook for the full 

year result to 30 June 2011.  In particular the company stated that: 

(i) the second half revenue target was A$200 million 

(ii) iSOFT was expecting a stronger second half than the first in terms of EBITDA, 
and expected EBITDA margins to be in the range of 10% to 12% for the full year 

(n) this profit guidance therefore implies EBITDA for FY11 in the range of A$35 million to 
A$42 million.  However, this excludes capitalised R&D costs of around A$15 million 
(based on the annualised level of R&D capitalised in the 6 months ended 31 December 
2010) 

(o) FY11 EBITDA after R&D costs is therefore in the range of A$20 million to A$27 
million.   

Adopted EBITDA for valuation purposes 
179 Based on the above, and discussions with iSOFT management, we have adopted EBITDA 

(after R&D costs) for valuation purposes of A$38.0 million to A$40.0 million. 

180 This is higher than the operating EBITDA (after R&D costs) implied from iSOFT’s profit 
guidance for the year ending 30 June 2011, and reflects the anticipated continued 
improvement in operating performance, together with the full year impact in FY12 of cost 
savings achieved to date (and projected), as discussed above.  Given the variability of 
historical (and projected) profitability, in our opinion, it is appropriate in the circumstances of 
iSOFT to assess earnings for valuation purposes within a range rather than apply a single 
point estimate. 

  

                                                 
55  The A$50 million reflects annualised costs savings expected by management to be achieved in the 3 months ending 

30 June 2011 compared to annualised actual operating costs incurred in the 3 months ended 30 June 2010.   
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EBITDA multiple 
181 The selection of the appropriate EBITDA multiple to apply is a matter of judgement but 

normally involves consideration of a number of factors including, but not limited to: 

(a) the stability and quality of earnings 

(b) the quality of the management and the likely continuity of management 

(c) the nature and size of the business 

(d) the spread and financial standing of customers 

(e) the financial structure of the company and gearing level 

(f) the multiples attributed by share market investors to listed companies involved in 
similar activities or exposed to the same broad industry sectors (Appendix C) 

(g) the multiples that have been paid in recent acquisitions of businesses involved in similar 
activities or exposed to the same broad industry sectors  

(h) the future prospects of the business including the growth potential of the industry in 
which it is engaged, strength of competitors, barriers to entry, etc 

(i) the cyclical nature of the industry 

(j) expected changes in interest rates 

(k) the asset backing of the underlying business of the company and the quality of the assets  

(l) the extent to which a premium for control is appropriate 

(m) whether the assessment is consistent with historical and prospective earnings. 

Review of listed company multiples 
182 The EBITDA multiples for both international listed companies involved in the healthcare 

software / IT market and Australian listed software companies are set out in Appendix C. 

183 Australian software and IT companies generally do not supply the healthcare industry and 
thus are exposed to the more general risks and growth of the Australian software and IT 
sectors.  While we have had some regard to these companies, they are therefore not directly 
comparable to iSOFT. 

184 The EBITDA multiples for international listed companies with operations more comparable to 
iSOFT are summarised below: 

Listed EBITDA multiples   

 

Forecast EBITDA 
multiple 

FY11 
x 

FY12 
x 

Global healthcare software / IT companies   
Range 5.1–22.4 4.5–17.0 
Mean 11.6 9.9 
Median 8.6 9.2 
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185 With respect to the above listed company multiples it should be noted that: 

(a) the calculation of EBITDA for the listed companies has been determined on a similar 
basis to that adopted in our valuation of iSOFT, which adjusts for the actual R&D spend 
rather than the amount expensed for reporting purposes 

(b) the above multiples are based on the listed market price of each company’s shares (and 
therefore exclude a premium for control).  Empirical evidence undertaken by LEA 
indicates that the average premium paid above the listed market price in successful 
takeovers in Australia ranges between 30% and 35% (assuming the pre-bid market price 
does not reflect any speculation of the takeover).  This broadly translates to a premium 
of 20% to 25% at the EBITDA multiple or enterprise value level, although this varies 
depending on the level of debt funding employed in each company 

(c) the international listed companies are significantly larger and have more diverse 
operations than iSOFT.  Generally smaller companies trade on lower multiples than 
larger companies 

(d) the international listed companies operate in different economic, political and regulatory 
environments, which can have a significant impact on their financial performance and 
their trading multiples.  In particular, the EBITDA multiples for listed companies 
involved in the healthcare software / IT market with large operations in the US are 
likely to incorporate a premium to reflect the operational benefit of announced subsidies 
in the US of some $20 billion over a period of five years (ending 2015) for health IT 
and electronic health records users and providers (as part of the current US stimulus 
program).   

Transaction evidence 
186 There is limited recent transaction evidence in the software sector in which iSOFT operates.  

Further,  in the majority of transactions considered it appears that the acquirer expected to 
generate large annual synergy benefits  relative to the standalone earnings of the target 
company which was reflected in the high earnings multiple implied by the transaction. 

187 While not directly comparable in terms of operations to iSOFT, we note that the EBITDA 
multiples implied by recent acquisitions of Australian software companies were as follows: 

Australian transaction evidence    

Date Target company Acquirer 
Consideration(1) 

A$m 

Implied 
EBITDA 
multiple(2) 

Jan 07 Mincom EAM Software 315 11.1 
Dec 08 MYOB Private Equity 504 9.5 
     
Note: 
1 Enterprise value. 
2 Based on maintainable EBITDA adopted by independent expert. 
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Conclusion on multiple 
188 Based on the above, we are of the view that an EBITDA multiple range of 10.0 to 11.0 

(including a premium for control) is appropriate to apply in considering the enterprise value 
of iSOFT. 

189 This range has regard to the inherent risks in the EBITDA adopted for valuation purposes, 
including: 

(a) adopted earnings reflect the benefit of a significant cost restructuring program which 
has only recently been implemented 

(b) whilst being actively managed to protect existing customers and revenues, iSOFT is in 
the process of rationalising its product portfolio over time by approximately 50%, which 
may have negative implications for customer retention and related revenues 

(c) historic earnings have benefited from the significant CSC contract relating to NPfIT, 
revenues from which are  forecast to decline over the remaining life of the contract to 
2017 

(d) replacement revenues and growth prospects generally are (in part) dependent on the 
successful introduction and market acceptance of the LORENZO suite of products 
(designed initially as part of the NPfIT contract) 

(e) as part of the cost reduction program the iSOFT research and development division has 
been significantly down-sized. Notwithstanding the active management of this process,  
(given the inherent ongoing development nature of software generally) this may have 
negative implications for the ability of the company to maintain product quality and 
market share 

(f) the ability of iSOFT to pursue growth opportunities generally is currently constrained 
by its financial position (overall level of indebtedness) and access to funding. 

Enterprise value of core business 
190 As stated above we have adopted EBITDA (after R&D costs) for valuation purposes of 

A$38.0 million to A$40.0 million.  We have assessed earnings for valuation purposes within a 
range due to the variability of historical and projected profitability. 

191 As a result of the variability of earnings, in our view it is appropriate to apply the higher 
earnings multiple of 11.0 to our assessed lower range of earnings and the lower earnings 
multiple of 10.0 to our assessed higher range of earnings.  This is because, in our view, any 
purchaser of iSOFT would be more confident about achieving, and thus paying a higher 
multiple for, lower range earnings, and vice versa for higher range earnings. 
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192 On this basis we have adopted an enterprise value for iSOFT of A$400 million to A$420 
million, as follows: 

Enterprise value adopted   

 
Low 
A$m 

High 
A$m 

EBITDA 40.0 38.0 
Multiple 10.0 11.0 
Enterprise value 400.0 418.0 
   
Adopted range 400.0 420.0 
   

 

Net debt 
193 iSOFT’s net debt position (including accrued interest and bank fees) as at 31 March 2011 is 

shown below: 

Net debt as at 31 March 2011   

 
Low 
A$m 

High 
A$m 

Senior debt facility(1) 223.2 223.2 
Contract funding 14.4 14.4 
Convertible notes payable(2) 34.5 39.7 
Other borrowings 0.2 0.2 
Finance lease liabilities 0.2 0.2 
Total debt 272.5 277.7 
Less cash(3) (26.8) (26.8) 
Net debt as at 31 March 2011 245.7 250.9 
   
Note: 
1 This represents the actual amount owing including accrued interest and bank fees payable upon 

repayment.  The carrying value of this debt in iSOFT’s financial statements is lower due to 
unamortised loan set up costs of A$14.7 million (which is an accounting entry only to amortise loan 
set up costs over the term of the loan). 

2 The face value of convertible notes is A$39.7 million, which has been adjusted in the low case for the 
reasons stated below. 

3 Excluding restricted cash of A$2.0 million (held as collateral for bank guarantees).  While some level 
of cash will always be held for working capital purposes, in our view it is appropriate to deduct 
unrestricted cash when deriving net debt (particularly as in the case of iSOFT available cash will 
ultimately be used to repay (in part) senior debt upon maturity). 

   
 

Senior debt 
194 Under the terms of iSOFT’s senior debt facilities certain fees are payable upon the repayment 

of the facility or on maturity.  As a change of control transaction allows the senior lenders to 
demand repayment of their debt (and given the uncertainty associated with iSOFT’s ability to 
repay or refinance its debt facilities on or prior to maturity in the absence of the Share 
Scheme), in our opinion, it is appropriate to allow for these fees when determining the value 
of 100% of iSOFT.   
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Convertible notes 
195 The convertible notes (the Notes) have a face value of A$39.7 million (being 46 million Notes 

at an issue price of A$0.864 per Note).  The interest payable on each Note is equal to the 
dividend paid on the ordinary shares.  However, given iSOFT’s current debt level, in our 
opinion, it is unlikely that any dividend will be paid on iSOFT’s ordinary shares (in the 
absence of the Share Scheme) prior to the maturity of the Notes on 31 October 2012 and 
19 November 2012.  It is therefore unlikely that the Notes will be paid any interest prior to 
their maturity. 

196 As set out in Section III the Notes are owned by Oceania Capital Partners Limited (OCP)56

197 However, when assessing the value of the equity in iSOFT, in our opinion, it is incorrect to 
deduct the market value of the Notes to the holder.  This is because: 

.  
Prior to the announcement of the Scheme OCP valued the Notes in their financial statements 
at A$21.1 million as at 31 December 2010.  OCP’s valuation of the convertible notes 
therefore reflects a significant discount to their face value, which we attribute to the 
uncertainty associated with iSOFT’s ability to repay the convertible notes (and other debt) in 
the absence of the Scheme. 

(a) in our opinion, iSOFT would not be able to redeem or acquire the Notes at a discount to 
their face value due to its funding constraints57

(b) there is no evidence to suggest that OCP would be prepared to sell the Notes back to 
iSOFT at a discount to the face value of the Notes (particularly given that, in the 
absence of the Scheme, iSOFT has an obligation to repay the Notes in full in October 
2012 and November 2012) 

 

(c) the Notes rank ahead of iSOFT shareholders and, in the absence of the Scheme, will 
need to be repaid in full prior to any return to shareholders 

(d) adopting the market value of the Notes to the holder understates the value of iSOFT’s 
legal obligation to repay the Notes on maturity, and would result in a corresponding 
overstatement in the value of iSOFT shares. 

198 For valuation purposes we have therefore assessed the Note liability in the range of A$34.5 
million to A$39.7 million58

(a) at the low end, the present value of the Note liability at a rate commensurate with our 
estimate of iSOFT’s borrowing costs (being 9.0% per annum).  This calculation 
recognises the effective interest free nature of the Notes by calculating the present value 
of iSOFT’s legal obligation to repay the Notes  on maturity 

.  This assessment reflects: 

(b)  at the high end, the face value of the Notes of A$39.7 million.  This is because, in our 
view, a potential purchaser of iSOFT is likely to want to redeem these Notes to 

                                                 
56 The Notes are held by Oceania Healthcare Technology Investments Pty Limited, a wholly owned subsidiary of OCP.   
57  In our opinion, iSOFT’s secured lenders would also not allow this to occur (in the absence of a concurrent 

settlement of the senior debt) as it would reduce the level of cash available to repay their (higher ranking) secured 
debt.   

58 In our opinion, these figures represent the appropriate liability amounts when determining the value of the equity in 
iSOFT.  For the reasons indicated above they do not purport to represent the market value of the Notes as discussed 
in Annexure A.  
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eliminate the possibility of their equity interest in iSOFT being diluted below 100% at a 
later date through conversion of the Notes.  

Other liabilities 
199 For valuation purposes we have adopted other liabilities of A$34.0 million to A$39.0 million, 

as follows: 

Other liabilities   

 
Low 
A$m 

High 
A$m 

Contingent consideration 8.0 10.0 
Net liability of defined benefit superannuation plans 16.0 17.0 
Restructuring and redundancy costs 10.0 12.0 
Other liabilities(1) 34.0 39.0 
   
Note: 
1 As iSOFT has significant tax losses, in our opinion, it is inappropriate to allow for the tax benefit 

which may accrue upon the payment of some items. 
  

 
200 We have reviewed the terms upon which iSOFT is required to make future payments to the 

vendors of businesses acquired.  These future payments are dependent on the achievement of 
various performance hurdles (such as the level of future sales and profitability) and are 
therefore uncertain.  As stated in Section III iSOFT has recognised a “contingent 
consideration” liability of A$8.9 million in its financial statements as at 31 December 2010, 
which reflects management’s best estimate of the present value of the liability.  Taking into 
account amounts paid subsequent to 31 December 2010 we have adopted contingent 
consideration of A$8 million to A$10 million for valuation purposes. 

201 In addition, iSOFT operates a number of defined benefit superannuation plans which had a net 
asset deficiency of some A$16.6 million as at 31 December 201059

202 iSOFT also expect to incur future restructuring and redundancy costs of some A$10.0 million 
to A$12.0 million in connection with the recent restructuring initiatives. 

.  To allow for changes in 
this net position (e.g. due to market movements etc) we have adopted a range of A$16 million 
to A$17 million for valuation purposes. 

Tax losses 
203 As set out in Section III iSOFT has significant tax losses, of which some A$9 million have 

been recognised as an asset in iSOFT’s financial statements60

204 For valuation purposes we have adopted a value for the tax losses of A$5.0 million to A$10.0 
million.  In forming this view we have considered: 

. 

(a) the level of tax losses by jurisdiction (and current restrictions on their utilisation) 

                                                 
59  This deficiency is based on an actuarial report on the present value of the plans defined benefit obligations to 

members (which is only obtained six monthly) 
60  It should be noted that deferred tax assets and liabilities (including tax benefits) are not recognised at their present 

value in financial statements. 
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(b) the extent to which the tax losses could be utilised, based on the level of EBITDA 
adopted for valuation purposes, after deducting depreciation charges and the significant 
interest costs currently being incurred 

(c) the time period over which any utilisation could occur 

(d) the reluctance by purchasers generally to pay significant value for tax losses due to, 
inter alia, the uncertainty associated with their ability to utilise the tax losses (in 
particular following a change of control). 

Fully diluted shares on issue 
205 The fully diluted number of shares on issue and the amount of money to be raised upon the 

exercise of “in the money” warrants and calls on unpaid shares is as follows: 

iSOFT – fully diluted shares on issue    

 

Number of 
shares 

000 

Amount to 
be raised per 

security 

Amount to 
be raised 

A$m 
Fully paid ordinary shares 1,064,596 n/a - 
Unpaid ordinary shares 6,000 A$0.1455 0.9 
Performance rights(1) 5,750 n/a - 
Warrants 3,564 A$0.1614 0.6 
Fully diluted shares on issue(2) 1,079,910  1.5 
    
Note: 
1 The performance rights will vest as a result of the proposed Share Scheme, with either iSOFT shares 

issued upon exercise of the performance rights prior to the Share Scheme record date being acquired 
pursuant to the Share Scheme or the performance rights being settled directly for cash.  For valuation 
purposes we have assumed the issue of shares (but note that there is no material valuation impact of 
either alternative). 

2 The options are not included in fully diluted shares on issue as their exercise prices are materially 
above the current value of iSOFT shares and the Share Scheme Consideration. Their current value is 
also not material. 

    

Value of iSOFT 
206 Based on the above we have assessed the value of iSOFT shares on a 100% controlling 

interest basis (and assuming the continued availability of debt funding61

iSOFT – value on a 100% controlling interest 

) at A$0.108 to 
A$0.141 per share, as shown below: 

  

 
Low 
A$m 

High 
A$m 

Enterprise value 400.0 420.0 
Less net debt (250.9) (245.7) 
Less other liabilities (39.0) (34.0) 
Add tax losses 5.0 10.0 
Add cash from exercise of warrants and unpaid shares 1.5 1.5 
Value of equity 116.6 151.8 
Fully diluted shares on issue 1,079.9 1,079.9 
Value per share A$0.108 A$0.141 

                                                 
61  As required by RG111. 
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Comparison with listed market price 
207 Empirical evidence undertaken by LEA indicates that the average premium paid above the 

listed market price in successful takeovers in Australia ranges between 30% and 35% 
(assuming the pre-bid market price does not reflect any speculation of the takeover). 

208 The trading range and volume weighted average price (VWAP) of iSOFT shares in the three 
and six months prior to the trading halt62

Pre-bid share market trading 

 in iSOFT shares on 24 March 2011 is shown below: 

    

 
Low 
cents 

High 
cents 

VWAP 
cents 

Volume traded 
000 

3 months to 24 March 2011 3.2 7.7 5.5 195,379 
6 months to 24 March 2011 3.2 13.5 7.9 562,287 
     

 
209 Our assessed valuation range (and the Share Scheme Consideration) therefore represents a 

very large premium to the pre-bid market prices of iSOFT shares as traded on the ASX (and is 
significantly higher than the average premiums generally paid in successful takeovers). 

210 In our opinion this difference in values principally arises because: 

(a) consistent with ASIC’s policy intent, our assessed “fair” value of iSOFT shares is 
required to be assessed ignoring the high level of uncertainty associated with iSOFT’s 
ability to repay and/or refinance its senior debt facilities (which mature on or before 
31 March 2012); whereas 

(b) the listed market price of iSOFT shares prior to the announcement of the Share Scheme 
reflects all risks including, in particular, the likelihood that extension of the senior debt 
facilities (in whole or in part) on their due date will require a prior or concurrent 
significant equity capital raising to be undertaken by iSOFT. 

Cross-check against values implied by recent sales process 
211 On 31 August 2010 iSOFT announced that it had “appointed financial and legal advisers to 

undertake a comprehensive review of iSOFT’s capital and debt structure” and was in 
discussions with prospective strategic and institutional investors.  We have discussed this 
strategic review with the management of iSOFT and its advisers.  In relation to the strategic 
review we note that: 

(a) the intention of the strategic review was to examine ways to maximise the value for 
existing shareholders and reduce group indebtedness 

(b) the strategic review included investigation of recapitalisation proposals, asset sales and 
potential change of control transactions 

(c) iSOFT and its advisers had discussions with over 60 parties, and confidential 
information memorandums were provided to 25 parties in February 2011 

(d) a number of parties submitted non-binding indicative offers in March 2011 

                                                 
62  The trading halt was lifted after the subsequent announcement of the Share Scheme by iSOFT on 2 April 2011. 
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(e) several of these parties were then provided access to further due diligence 

(f) the offer from CSC was considered by the Board of iSOFT to represent the best offer 
received in terms of value and certainty (from a funding, execution and timing 
perspective) 

(g) given the sale process undertaken, the number of potential buyers involved and the 
period over which the sale process has been undertaken, in our opinion, the resulting 
offer from CSC is likely to reflect a fair market value of iSOFT shares63

                                                 
63  The consideration offered by CSC exceeds our assessed fair market value range for iSOFT.  We consider the 

additional consideration being offered by CSC to represent (in part) the value of iSOFT to CSC and the anticipated 
synergies inherent in the transaction. 

.  
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VII Evaluation of the Share Scheme 
 

212 In our opinion, the Share Scheme is fair and reasonable and in the best interests of iSOFT 
shareholders in the absence of a superior proposal.  We have formed this opinion for the 
following reasons. 

Assessment of the Share Scheme 

Fairness 
213 Pursuant to RG 111 the Share Scheme is “fair” if the value of the Share Scheme 

Consideration is equal to or greater than the value of the securities the subject of the Share 
Scheme.  This comparison is shown below: 

Comparison of Share Scheme Consideration to value of iSOFT 

 
Low 

$ per share 
High 

$ per share 
Mid-point 
$ per share 

Value of Share Scheme Consideration 0.170 0.170 0.170 
Value of 100% of iSOFT  0.108 0.141 0.125 
Extent to which the Share Scheme Consideration exceeds the 
value of iSOFT 0.062 0.029 0.045 
    

 
214 As the Share Scheme Consideration exceeds our assessed valuation range for iSOFT shares 

on a 100% controlling interest basis64

Other qualitative factors 

, in our opinion, the Share Scheme Consideration is fair 
to iSOFT shareholders when assessed based on the guidelines set out in RG 111.   

215 Pursuant to RG 111, a transaction is reasonable if it is fair.  Further, in our opinion, if the 
Share Scheme is “fair and reasonable” it must also be “in the best interests” of shareholders. 

216 Consequently, in our opinion, the Share Scheme is also “reasonable” and “in the best 
interests” of iSOFT shareholders in the absence of a superior proposal. 

217 In assessing whether the Share Scheme is reasonable and in the best interests of iSOFT 
shareholders LEA has also considered, in particular: 

(a) the extent to which a control premium is being paid to iSOFT shareholders 

(b) the extent to which iSOFT shareholders are being paid a share of any synergies likely to 
be generated pursuant to the potential transaction 

(c) the listed market price of the shares in iSOFT, both prior to and subsequent to the 
announcement of the proposed Share Scheme 

(d) the likely market price of iSOFT securities if the proposed Share Scheme is not 
approved 

(e) the value of iSOFT to an alternative offeror and the likelihood of a higher alternative 
offer being made for iSOFT prior to the date of the Share Scheme meeting 

                                                 
64  And assuming the continued availability of debt funding. 

F
or

 p
er

so
na

l u
se

 o
nl

y



Annexure H: Independent Expert’s Report

230

iSOFT Group Limited Scheme Booklet

 
 
 
 
 

 59 

(f) the advantages and disadvantages of the Share Scheme from  the perspective of iSOFT 
shareholders  

(g) other qualitative and strategic issues associated with the Share Scheme. 
 

218 These issues are discussed in detail below. 

Extent to which a control premium is being paid 
219 Empirical evidence indicates that average premiums paid in successful takeovers in Australia 

generally range between 30% and 35% above the listed market price of the target company’s 
shares three months prior to the announcement of the bid (assuming no speculation of the 
takeover is reflected in the pre-bid price).  This premium range reflects the fact that: 

(a) the owner of 100% of the shares in a company obtains access to all the free cash flows 
of the company being acquired, which it would otherwise be unable to do as a minority 
shareholder 

(b) the controlling shareholder can direct the disposal of surplus assets and the 
redeployment of the proceeds 

(c) a controlling shareholder can control the appointment of directors, management policy 
and the strategic direction of the company 

(d) a controlling shareholder is often able to increase the value of the entity being acquired 
through synergies and/or rationalisation savings. 
 

220 We have calculated the premium implied by the Share Scheme Consideration by reference to 
the market prices of iSOFT shares (as traded on the ASX) for periods up to and including 24 
March 2011 (being the last trading day prior to the announcement of the proposed Share 
Scheme65

221 The implied offer premium relative to iSOFT share prices up to 24 March 2011 is shown 
below: 

).  

Implied offer premium relative to recent  iSOFT share prices   

 

iSOFT share 
price 

$ 

Implied offer 
premium 

% 
Share Scheme Consideration 0.170  
   
Closing share price on:   
24 March 2011 (the last trading day prior to the announcement) 0.052 227 
25 February 2011 (1 month prior) 0.061 179 
24 December 2010 (3 months prior) 0.074 130 
    
VWAP:   
1 month to 24 March 2011  0.046  272 
3 months to 24 March 2011  0.055  207 
   

 
                                                 
65 On 2 April 2011 iSOFT and CSC announced they had signed the Agreement in relation to the proposed Share 

Scheme. 
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222 Given the high premiums implied by the Share Scheme Consideration we have also 
considered whether this reflects abnormally large declines in the market price of iSOFT 
shares prior to the announcement of the Share Scheme. 

223 In this regard, as shown below, we note that since early/mid 2010 iSOFT shares have 
significantly under-performed the broader market (measured by reference to the S&P/ASX 
200 Index). 

iSOFT -  share price history(1) 

1 July 2008 to 24 March 2011 

 
Note: 
1 The S&P/ASX 200 Index has been rebased to iSOFT’s closing share price as at 1 July 2008. 
Source: Bloomberg. 
 

 
224 The above graph indicates that the high premiums implied by the Share Scheme 

Consideration reflect in part the significant relative weakness in the iSOFT share price in the 
period prior to the announcement of the Share Scheme.  In our view, this under-performance 
reflects the Company’s deteriorating financial performance over the period and the significant 
uncertainty associated with iSOFT’s ability to repay and/or refinance its senior debt facilities. 

225 Notwithstanding the above, given the size of the premiums implied by the offer, we have 
concluded that the Share Scheme Consideration implies an offer premium which is 
significantly above the average premiums paid in successful takeovers generally. 

Extent to which iSOFT shareholders are being paid a share of synergies 
226 As noted in Section III of our report, CSC has significant service provider contracts with three 

of the five regional healthcare clusters in England associated with the NPfIT.  To assist in 
meeting its obligations under these contracts CSC contracted iSOFT as the sole supplier of 
LORENZO Regional Care software.  The iSOFT Group has invested significant sums in 
developing LORENZO since 2003, the majority of which has been incurred in connection 
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with NPfIT66

227 CSC is a global leader in providing technology enabled business solutions and services and is 
an established provider of its services at a federal government level in both the United 
Kingdom and the United States.  It is therefore likely that the LORENZO software would be 
of significant value to CSC because: 

.  CSC only has rights to the LORENZO software in connection with NPfIT.  
Accordingly, in the event that iSOFT remained independent, or was acquired by another third-
party, CSC would be unable to benefit from adoption of the LORENZO software outside of 
NPfIT. 

(a) in the US, healthcare is the fastest growing IT service sector 

(b) whilst not having the functionality of established products, iSOFT management are of 
the view that LORENZO is technically more advanced and provides greater scale than 
existing US healthcare software products 

(c) whilst CSC has significant contacts with and is a major service provider of IT solutions 
to the US federal government, it does not have a significant presence in healthcare and 
would therefore not risk “cannibalisation” of existing revenue streams upon the 
introduction of LORENZO. 
 

228 Further, we note in the Scheme Booklet that CSC has stated that, following implementation of 
the Share Scheme: 

(a) CSC will seek to have iSOFT delisted immediately from the ASX 

(b) CSC intends to undertake a detailed review of iSOFT’s business and operations to 
identify opportunities to streamline operations and integrate functions and processes67

(c) CSC will seek to expand iSOFT’s business by offering services currently provided by 
iSOFT to existing CSC customers, and offer services currently provided by CSC to 
existing iSOFT customers. 
 

 

229 Whilst the size of the potential synergies from the above has not been quantified by CSC, it is 
apparent from the size of the implied takeover premium (notwithstanding the material decline 
in the iSOFT share price in recent months) that the Share Scheme Consideration reflects to a 
certain extent the sharing of the value of these synergies with iSOFT shareholders.  Whether, 
in the event of a competing or superior proposal, CSC would be prepared to pay-away an 
additional component of synergistic value by increasing the Share Scheme Consideration is 
uncertain. 

Recent share prices subsequent to the announcement of the Share Scheme 
230 Shareholders should note that iSOFT shares have traded on the ASX in the range of A$0.135 

to A$0.16 per share since the Share Scheme was announced up to 28 April 2011.  These share 
prices are lower than the Share Scheme Consideration and suggest that the market consensus 
view is that a superior offer or proposal is unlikely to emerge and that the Share Scheme is 
likely to be successful. 

                                                 
66  CSC will also have incurred significant other expenditure in relation to its NPfIT commitments. 
67  CSC’s financial standing will also enable iSOFT to secure required debt funding on substantially better terms than 

those currently prevailing. 
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Likely price of iSOFT shares if the Share Scheme is not approved 
231 If the Share Scheme is not approved by iSOFT shareholders and the Court and no higher offer 

or alternative proposal emerges, we would expect that, at least in the short-term, iSOFT shares 
would trade at a significant discount to our valuation and the Share Scheme Consideration due 
to: 

(a) the difference between the value of iSOFT on a portfolio basis and the value on a 100% 
controlling interest basis; and 

(b) the high level of uncertainty associated with iSOFT’s ability to repay and/or refinance 
its senior debt facilities, which mature on or before 31 March 2012 (refer below). 
 

232 If the Share Scheme is not implemented those iSOFT shareholders who wish to sell their 
iSOFT shares are therefore likely, at least in the short-term, to realise a significantly lower 
price for their shares than will be payable under the Share Scheme. 

Funding requirements 
233 The business operations of iSOFT are funded to a significant extent by debt, a situation 

unsustainable in the medium / longer term given the intangible nature of iSOFT’s assets and 
related reliance on future cash flows to support the continued provision of borrowing 
facilities. 

234 As noted in Section III of our report, iSOFT currently relies on the following borrowing 
facilities, which fall due for repayment as indicated: 

iSOFT – borrowing facilities   

Borrowing facility 
Amount 

A$m Repayment date 
Senior debt 220.1(1) December 2011 / March 2012(2) 
Convertible notes 39.7(3) October / November 2012 
 259.8  
   
Note: 
1 Represents the actual amount owing (including accrued interest and bank fees) as at 31 March 2011. 
2 This repayment date was brought forward from June 2013 following the failure of iSOFT to meet a 

condition subsequent of the facility.  In December 2011 the bridge facility will be repayable in full. 
3 Face value of the notes payable on maturity. 
   

 
235 In our opinion, it is unlikely that on the respective repayment dates the facilities will be 

extended in full or in part without a prior or concurrent significant equity capital raising by 
iSOFT.  The likely size of required equity funding will be significant compared to the likely 
market capitalisation of iSOFT in the absence of the Share Scheme (or a superior proposal). 

236 Large capital raisings are generally priced at a discount to the prevailing share market price, 
which in the case of iSOFT (prior to the announcement of the Share Scheme) was around 
$0.05 per share.  The size of discount is dependent on the circumstances of the particular 
issue, having regard to factors such as the amount of money being raised, the purpose of the 
issue and the size of the raising (as a percentage of existing issued shares).  The typical range 
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of observed discounts is between 5% and 20% (but can be higher or lower depending on 
market conditions and the above factors)68

237 In the circumstances envisaged, we consider it unlikely that existing iSOFT shareholders 
would be able to provide the required level of equity funding and that a successful capital 
raising would likely require a significant component of institutional funding or the 
introduction of a significant new cornerstone investor.  The interest of all existing 
shareholders in iSOFT would therefore be significantly diluted. 

. 

238 In contrast the Share Scheme: 

(a) provides iSOFT shareholders with consideration of A$0.17 per share rather than seek 
additional investment monies from them 

(b) implicitly avoids the dilution associated with any future equity capital raising 

(c) provides for the repayment of both the senior bank facilities and the convertible notes. 

Likelihood of an alternative offer 
239 We have been advised by the independent directors of iSOFT that no formal alternative offer 

or proposal has been received subsequent to the announcement of the Share Scheme on 2 
April 2011.  

240  In considering the likelihood of an alternative offer, as discussed in Section VI of our report, 
we note that the proposal from CSC arises from the strategic review initiated by the Directors 
of iSOFT following the conclusion of the FY10 financial year, which had the objective of 
examining ways to maximise value for existing shareholders and reduce group indebtedness.  
The review also included investigation of recapitalisation proposals, asset sales and possible 
change of control transactions.  There has effectively been (and remains) an opportunity 
therefore for third-parties contemplating an acquisition of iSOFT to table a proposal before 
the iSOFT Board.  The proposal from CSC is considered by the Board of iSOFT to offer the 
best outcome for all stakeholders taking into account value and certainty (from a funding, 
execution and timing perspective). 
 

241 We have set out in Section III of our report details of the current outstanding borrowings of 
iSOFT and related facility terms and conditions.  The relevant conditions include the need to 
repay outstanding borrowings in the event of a change in control of iSOFT69

242 In considering the Share Scheme and related resolutions, iSOFT shareholders should also note 
that 24.5% of the issued shares in iSOFT are held by Oceania Capital Partners Limited 
(OCP)

.  Any alternative 
proposal for a controlling interest in iSOFT (if implemented) would therefore also need to 
include provision of an alternative debt facility or comparable level of funding to enable 
iSOFT to repay amounts drawn down on its current debt facilities. 

70.  In response to the proposed Share Scheme OCP has stated71

                                                 
68  Based on empirical evidence conducted by LEA. 

: 

69  This condition is triggered by the proposed Share Scheme, which, as noted earlier, incorporates the repayment of all 
iSOFT borrowings and by implication removes the significant refinancing risk faced by iSOFT in March 2012. 

70  The shares are held by Oceania Healthcare Technology Investments Pty Limited, a wholly owned subsidiary of 
OCP.  OCP also owns 45.9 million convertible notes and 4.2 million warrants in iSOFT. 
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“Based on the information before it at this time and subject to: 

(c) there being no other proposal put forward prior to the date of the iSOFT 
shareholder vote which OCP considers to be superior for OCP and its 
shareholders; and 

(d) an independent expert concluding, and continuing to conclude, that the Proposal 
is in the best interests of iSOFT shareholders, 

OCP’s present intention is to support the approval of the Proposal”. 

243 The largest shareholder in iSOFT has therefore, prima facie, indicated its support for the 
Share Scheme.  It should be noted however, that if the Share Scheme is implemented OCP 
will also have their Convertible Notes in iSOFT repaid in full72 73

244 On 15 April 2011, OCP made a further announcement to the ASX responding to press 
commentary which had suggested that Mr Gary Cohen (the former Executive Chairman and 
Chief Executive Officer of iSOFT) has a pre-emptive right over some or all of the iSOFT 
shares held by OCP (and its related bodies corporate), which may be exercised in the context 
of the Share Scheme.  The announcement confirmed that RJL Investments Pty Limited (RJL), 
a Cohen family company, had written to OCP claiming that, by virtue of OCP’s qualified 
statement of support for the approval of the proposal in OCP’s announcement of 2 April 2011, 
OCP is required to give to RJL a transfer notice in respect of approximately 15% of the 24.5% 
shareholding of OCP in iSOFT. 

.  Accordingly, OCP also 
has an additional reason to support the Share Scheme.    

245 OCP also confirmed it had responded to RJL refuting RJL’s claim that circumstances had 
arisen under which OCP was required to give a transfer notice74

246 At this stage the motives behind Mr Cohen’s and RJL’s actions are unclear.  

. 

Summary of opinion on the Share Scheme 
247 We summarise below the likely advantages and disadvantages for iSOFT shareholders if the 

Share Scheme proceeds.  

Advantages 
248 The Share Scheme has the following benefits for iSOFT shareholders: 

(a) the Share Scheme Consideration of $0.17 cash per share exceeds our assessed value 
range of iSOFT on a 100% controlling interest basis 

(b) the Share Scheme Consideration represents a significant premium to the recent market 
prices of iSOFT shares prior to the announcement of the proposed transaction on 2 
April 2011  

                                                 
71  OCP ASX announcement dated 2 April 2011. 
72  In the absence of the Share Scheme the financial capacity of iSOFT to meet this repayment obligation is uncertain.   
73  A valuation of the Notes in the absence of a change in control transaction is set out in Annexure A. 
74  On 23 May 2011 we note that OCP announced that the NSW Supreme Court had dismissed the litigation instigated 

by RJL in relation to its alleged pre-emptive right over some or all of the iSOFT shares held by OCP (and its related 
bodies corporate).  However, RJL may appeal this decision. 
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(c) furthermore, the premium exceeds observed premiums generally paid to target company 
shareholders in successful takeovers.  In this regard we note that the Share Scheme 
Consideration represents a 207% premium to the volume weighted average market price 
of iSOFT shares in the 3 months prior to trading in iSOFT shares being halted on the 
ASX prior to the announcement of the Share Scheme75

(d) if the Share Scheme does not proceed, and in the absence of an alternative offer or 
proposal, the price of iSOFT shares is likely to trade at a significant discount to our 
valuation and the Share Scheme Consideration due to: 

 

(i) the difference between the value of iSOFT on a portfolio basis and the value on a 
100% controlling interest basis; and 

(ii) the high level of uncertainty associated with iSOFT’s ability to repay and/or 
refinance its senior debt facilities (which mature on or before 31 March 2012) and 
its convertible notes (which mature on 31 October 2012 and 19 November 2012) 

(e) in the absence of the Share Scheme (or a comparable proposal) iSOFT is likely to need 
to undertake a significant equity capital raising associated with the refinancing of its 
current debt facilities.  Such an equity raising is likely to be priced at a significant 
discount to the market price of iSOFT shares at the time and would place downward 
pressure on the iSOFT share price (as evidenced by trading in iSOFT shares since mid-
2010).  There is also no guarantee that iSOFT will be able to raise the required equity 
needed to repay or refinance its debt obligations. 
 

Disadvantages 
249 iSOFT shareholders should note that if the Share Scheme is approved they will no longer hold 

an interest in iSOFT.  iSOFT shareholders will therefore not participate in any future value 
created by the company as a result of on-going operations over and above that reflected in the 
Share Scheme Consideration. 

Conclusion on Share Scheme 
250 Given the above analysis, we consider the acquisition of iSOFT shares by CSC under the 

Share Scheme is fair and reasonable and in the best interests of iSOFT shareholders in the 
absence of a superior proposal. 

                                                 
75  In contrast, research undertaken by LEA indicates that average premiums paid in successful takeovers in Australia 

generally range between 30% and 35% above the listed market price of the target company’s shares three months 
prior to the announcement of the bid (assuming no speculation of the takeover is reflected in the pre-bid price).   
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VIII Evaluation of the Option Scheme 

The Option Scheme 
251 iSOFT has also proposed a scheme of arrangement with option holders in iSOFT which, if 

approved76

252 Details of outstanding options and the proposed consideration for each option under the 
Option Scheme are set out below: 

, will result in all outstanding options being acquired by CSC (the Option 
Scheme). 

Outstanding options and Option Scheme consideration 

 
Number 

000 

Exercise 
price  
A$ 

Escrow 
release 

date 
Expiry 

date 

Option 
Scheme 

consideration 
(per option) 

A$ 
Options      
ISFAW 8,200 $0.6911 4 Sep 11 4 Sep 13 $0.010 
ISFAK 2,000 $0.7874 30 Jun 12 18 Nov 14 $0.019 
ISFAH 850 $0.5780 6 Apr 13 6 Apr 15 $0.033 
ISFAM 5,000 $0.8500 n/a 31 Jul 11 $0.001 
ISFAO 600 $1.0000 n/a 9 Nov 11 $0.001 
 16,650     
      

 

Methodology 
253 There are a number of accepted valuation methodologies available with which to value 

options over shares in a company.  The two most commonly used of these models are the 
Black-Scholes option valuation model and the Binomial option pricing model.  These models 
value an option based on a model (log normal variation) of the behaviour of the value of the 
asset (shares) over which options are held.  The value of an option is then calculated as an 
output of the following fundamental determinants of option value: 

(a) the current market value of the underlying asset (share) 

(b) the exercise price of the option 

(c) the time to expiry of the option 

(d) the prevailing level of the risk-free interest rate 

(e) the expected volatility of the value of the underlying asset (share) over the period until 
the expiry of the option 

(f) the level of dividends expected to be paid on the asset (share) in the period until the 
expiry of the option and their timing. 
 

254 The Black & Scholes option valuation model is not designed to take into account dividends 
expected to be received on the underlying shares.  However, given iSOFT’s significant level 

                                                 
76  The Option Scheme meeting to approve the Option Scheme will not proceed unless the Share Scheme resolution is 

first approved by iSOFT shareholders. 
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of debt we have assumed for valuation purposes that no dividends will be paid by iSOFT over 
the option periods77

255 We comment below on each of the fundamental determinants of an option’s value. 

.  We have therefore considered the value of the options under both the 
Black-Scholes and Binomial option pricing model. 

The current market value of the underlying asset 
256 The underlying asset is iSOFT shares.  This is because, for every option exercised, the holder 

will receive one new ordinary share in iSOFT. 

257 Consistent with the opinion expressed in Section VI, we have assessed the value of iSOFT 
shares (on a 100% controlling interest basis) at A$0.108 to A$0.141 per share78

The exercise prices and expiry dates of the options 

. 

258 The exercise prices and the expiry dates of all options are set out above. 

259 As a result of the proposed Share Scheme we understand that all vesting conditions and 
performance hurdles have been waived.  Accordingly, no allowance is required to be made for 
these factors.  

The risk-free interest rate 
260 The risk-free rate used to value an option is generally defined to be the interest rate on 

government bonds of a maturity equivalent to the term of the option.  This rate is used to take 
into account the fact that a call option holder will not have to pay the exercise price until the 
call option (being the right, but not the obligation to buy an asset at a specified price) is 
exercised, and the fact that the present value of the exercise price is therefore less than the 
exercise price due to the time value of money.  Instead, the call option holder can invest the 
cash (which he would otherwise need to exercise the option) “risk-free” until expiry or 
exercise of the option. 

261 For the purposes of our valuation we have adopted the yield to maturity at the close of 
business on 20 April 2011 on the treasury bonds whose maturity date provides the closest 
approximation to the expiry date of the option being valued.  On this basis the following risk 
free rates have been adopted: 

Adopted risk free rates   

Option series 
Expiry 

date 
Risk free 
rate % 

ISFAW 3 Sep 13 5.00% 
ISFAK 18 Nov 14 5.15% 
ISFAH 6 Apr 15 5.17% 
ISFAM 31 Jul 11 4.75% 
ISFAO 9 Nov 11 4.78% 
   

 

                                                 
77  If any dividend payments were assumed, the value of the options would potentially be lower as option holders do 

not receive any distribution until the options are exercised. 
78  In our opinion, it is appropriate to adopt a share value assessed on a controlling interest basis (rather than on a 

portfolio basis) as the purchaser of the shares and options under the Share and Option Schemes will obtain 100% 
control of iSOFT. 
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Volatility 
262 Option pricing models require estimation of the future volatility of the underlying asset price 

(in this case shares in iSOFT). 

263 Volatility is a measure of the level of fluctuation in the value of the underlying asset.  The 
volatility is measured as the standard deviation of the underlying asset’s returns.  The more 
volatile the underlying asset’s returns the higher the value of the option79

264 In order to estimate the future volatility of a share, its historical volatility is often used as a 
guide to the future volatility over the term of the option.  This approach is necessary as it is 
often not possible to measure future volatility.  However, volatility measured on an historical 
basis will not necessarily reflect future volatility and different investors may have different 
expectations about future volatility.  In the current situation, the most appropriate measure of 
volatility would be the expected future volatility of iSOFT shares in the eyes of potential 
purchasers of the option.  

. 

265 The historical volatility of iSOFT shares over various periods up to 25 March 2011 is shown 
below:  

iSOFT – share price volatility   

 
Volatility(1)  

% p.a. 
6 months to 25 March 2011 69.5 
1 year to 25 March 2011 90.9 
2 years to 25 March 2011 71.6 
5 years to 25 March 2011 62.0 
  
Note: 
1 Volatility calculated based on weekly share prices. 
  

 
266 The above volatility rates are very high and appear to have been impacted by profit 

downgrades during 2010 and concerns regarding iSOFT’s ability to repay and / or refinance 
its debt.  Prior to June 2010 (the date of the first major profit downgrade in that year), 
iSOFT’s share price volatility was significantly lower in the range of 40% to 50%. 

267 However, the prevailing high level of debt in iSOFT increases the volatility of the equity to 
small changes in business value.  Accordingly, we have adopted volatility rates of 50% to 
60% for valuation purposes.  In our view this is an appropriate volatility rate range to apply 
when valuing the options having regard to both iSOFT’s historical share price volatility and 
the volatility of other listed IT companies. 

Dividends 
268 As discussed above, we consider it is unlikely that iSOFT will pay a dividend on its ordinary 

shares prior to the expiry date of the options.  We have therefore assumed that no dividend 
will be paid by iSOFT before the expiry date of the options. 

                                                 
79  This is because the more volatile the underlying asset’s returns, the greater the value associated with the outcomes 

where the option is in the money, i.e. share price exceeds exercise price at expiry. 
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Valuation of Options 
269 Based on the above the value of each option compared with the consideration payable under 

the Option Scheme is as set out below: 

Value of options    

Option series 

Valuation range Option Scheme 
consideration 

(cents per option) 
Low (cents 
per option) 

High (cents 
per option) 

ISFAW 0.1 0.5 1.0 
ISFAK 0.2 1.2 1.9 
ISFAH 0.6 2.1 3.3 
ISFAM Nil(1) Nil(1) 0.1 
ISFAO Nil(1) Nil(1) 0.1 
    
Note: 
1 As these options expire in July 2011 and November 2011 respectively and have exercise prices well 

above the current iSOFT share value they have virtually no value. 
    

 

Opinion on Option Scheme 
270 As indicated above the respective consideration payable under the Option Scheme exceeds 

our assessed value of the Options.  Accordingly, in our opinion, the Option Scheme is fair and 
reasonable and in the best interests of option holders. 

271 It should be noted that the above option values do not reflect any discount to reflect their lack 
of marketability, on the basis that our valuation is being prepared in response to an offer to 
acquire the options.  However, option holders should note that, in the absence of the Option 
Scheme (or an alternative proposal): 

(a) it is unlikely that option holders could sell their options as there is no secondary market 
for them and the exercise prices are significantly above the current value of iSOFT 
shares 

(b) as a result of (a), option holders are likely to have to exercise the options in order to 
crystallise any value for them.  However, the value of iSOFT shares would need to more 
than triple in value in order for the options to be worth exercising 

(c) it is therefore highly unlikely that any value will be realised for the options in the 
absence of the Option Scheme (or an alternative proposal). 
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Financial Services Guide 

Lonergan Edwards & Associates Limited 
1 Lonergan Edwards & Associates Limited (ABN 53 095 445 560) (LEA) is a specialist 

valuation firm which provides valuation advice, valuation reports and independent expert’s 
reports (IER) in relation to takeovers and mergers, commercial litigation, tax and stamp duty 
matters, assessments of economic loss, commercial and regulatory disputes. 

2 LEA holds Australian Financial Services Licence No. 246532. 

Financial Services Guide 
3 The Corporations Act authorises LEA to provide this Financial Services Guide (FSG) in 

connection with its preparation of an IER to accompany the Scheme Booklet to be sent to 
iSOFT shareholders and option holders in connection with the Share Scheme and Option 
Scheme. 

4 This FSG is designed to assist retail clients in their use of any general financial product advice 
contained in the IER.  This FSG contains information about LEA generally, the financial 
services we are licensed to provide, the remuneration we may receive in connection with the 
preparation of the IER, and if complaints against us ever arise how they will be dealt with. 

Financial services we are licensed to provide 
5 Our Australian Financial Services Licence allows us to provide a broad range of services to 

retail and wholesale clients, including providing financial product advice in relation to various 
financial products such as securities, derivatives, interests in managed investment schemes, 
superannuation products, debentures, stocks and bonds. 

General financial product advice 
6 The IER contains only general financial product advice.  It was prepared without taking into 

account your personal objectives, financial situation or needs. 

7 You should consider your own objectives, financial situation and needs when assessing the 
suitability of the IER to your situation.  You may wish to obtain personal financial product 
advice from the holder of an Australian Financial Services Licence to assist you in this 
assessment. 

Fees, commissions and other benefits we may receive 
8 LEA charges fees to produce reports, including this IER.  These fees are negotiated and 

agreed with the entity who engages LEA to provide a report.  Fees are charged on an hourly 
basis or as a fixed amount depending on the terms of the agreement with the entity who 
engages us.  In the preparation of this IER, LEA is entitled to receive a fee estimated at 
$150,000 plus GST.   

9 Neither LEA nor its directors and officers receives any commissions or other benefits, except 
for the fees for services referred to above. 
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10 All of our employees receive a salary.  Our employees are eligible for bonuses based on 
overall performance and the firm’s profitability, and do not receive any commissions or other 
benefits arising directly from services provided to our clients.  The remuneration paid to our 
directors reflects their individual contribution to the company and covers all aspects of 
performance.  Our directors do not receive any commissions or other benefits arising directly 
from services provided to our clients. 

11 We do not pay commissions or provide other benefits to other parties for referring prospective 
clients to us. 

Complaints 
12 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.  

13 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 
Services Limited (FOS), an external complaints resolution service.  You will not be charged 
for using the FOS service. 

Contact details 
14 LEA can be contacted by sending a letter to the following address: 

Level 27 
363 George Street 
Sydney  NSW  2000 
(or GPO Box 1640, Sydney  NSW  2001) 
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Qualifications, declarations and consents 

Qualifications 
1 LEA is a licensed investment adviser under the Corporations Act.  LEA’s authorised 

representatives have extensive experience in the field of corporate finance, particularly in 
relation to the valuation of shares and businesses and have prepared more than 100 
independent expert’s reports to shareholders. 

2 This report was prepared by Mr Craig Edwards and Mr Martin Holt, who are each authorised 
representatives of LEA.  Mr Edwards and Mr Holt have over 17 years and 25 years 
experience respectively in the provision of valuation advice.  

Declarations 
3 This report has been prepared at the request of the Directors of iSOFT to accompany the 

Scheme Booklet to be sent to iSOFT shareholders and option holders.  It is not intended that 
this report should serve any purpose other than as an expression of our opinion as to whether 
or not the Share Scheme and Option Scheme is fair and reasonable and in the best interests of 
iSOFT shareholders and option holders. 

Interests 
4 At the date of this report, neither LEA, Mr Edwards nor Mr Holt have any interest in the 

outcome of the Share Scheme or Option Scheme. With the exception of the fee shown in 
Appendix A, LEA will not receive any other benefits, either directly or indirectly, for or in 
connection with the preparation of this report. 

5 LEA has had no prior business or professional relationship with iSOFT or CSC prior to the 
preparation of this report. 

Indemnification 
6 As a condition of LEA’s agreement to prepare this report, iSOFT agrees to indemnify LEA in 

relation to any claim arising from or in connection with its reliance on information or 
documentation provided by or on behalf of iSOFT which is false or misleading or omits 
material particulars or arising from any failure to supply relevant documents or information. 

Consents 
7 LEA consents to the inclusion of this report in the form and context in which it is included in 

the Scheme Booklet. 
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Description of broadly comparable listed companies 
 

1 The EBITDA multiples of both the international listed companies involved in the healthcare 
software / IT market and the listed Australian software companies are set out below.  The 
calculation of EBITDA for the listed companies has been determined on a similar basis to that 
adopted in our valuation of iSOFT (refer Section V), which adjusts for the actual R&D spend 
rather than the amount expensed80

Listed company multiples(1) 

 for reporting purposes. 

Company Country 
EV(2) 
A$m 

Gearing 
% 

EBITDA Multiple 
Historical(3) Forecast(4) 

FY10 
x 

FY11 
x 

FY12 
x 

FY13 
x 

Global healthcare software / IT companies 
McKesson Corp US 19,798.9  1.8  8.4  7.9  7.1  6.7  
Cerner Corp US 8,179.8  (8.7) 18.2  13.1  11.1  10.1  
Allscripts Healthcare Solutions US 4,254.9  6.2  18.5  18.9  15.1  10.1  
Quality Systems US 2,252.0  (5.0) 29.7  22.4  17.0  13.8  
AGFA-Gevaert(6) Belgium 1,679.9  57.8  3.4  5.1  4.5  4.2  
Cegedim(6) France 1,486.7  42.7  8.0  5.6  5.2  5.2  
CompuGroup Medical Germany 1,005.7  27.2  12.6  8.6  7.3  6.8  
EMIS Group  Britain 450.6  (0.3) 16.0  16.5  14.1  12.0  
System C Healthcare  Britain 101.5  (26.1) 11.8   n/m  12.5   n/a  
Nexus Germany 86.0  (29.3) 12.4  6.4  5.3  4.4  
Mean    13.9  11.6  9.9  8.3  
Median    12.5  8.6  9.2  8.4  
        
Australian software companies 
Iress Market Technology  Australia 1,050.2  (9.4) 13.2  11.6  10.4  9.4  
Reckon Australia 345.2  (2.3) 15.3  10.9  9.8  9.0  
Technology One Australia 260.0  (14.9) 9.9  8.5  7.4  6.8  
DWS Adv. Business Solutions Australia 169.8  (9.2) 6.3  6.5  6.0  5.6  
Bravura Solutions Australia 101.6  29.8  11.0  3.8  3.0  2.7  
Pro Medicus Australia 28.0  (10.9) 12.9  6.3  5.2  4.4  
Mean    11.4  7.9  7.0  6.3  
Median    11.9  7.5  6.7  6.2  
        
Note 
1 Enterprise value and earnings multiples calculated as at 18 April 2011. 
2 Enterprise value includes net debt (interest bearing liabilities less non-restricted cash), net derivative liabilities, net 

pension liabilities, market capitalisation adjusted for material option dilution, and excludes surplus assets. 
3 Historical earnings are based on latest statutory full year accounts and exclude non-recurring items and realised 

investment gains or losses.  
4 Forecast earnings are based on Bloomberg broker average forecasts (excluding outliers and outdated forecasts).  
5 Gearing equals net debt (cash adjusted for the effect of share placements and buybacks, special dividends and 

option dilution) divided by enterprise value. 
6 Low multiples reflect (in part) high gearing. 
Source: Bloomberg, latest full year statutory accounts, latest interim accounts, company announcements, LEA 
Analysis. 
n/a - not available.  n/m - not meaningful. 
        

 

                                                 
80  As is the case for iSOFT, many of the listed companies capitalise software development costs and amortise these 

costs over a number of years. 
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2 Descriptions of listed software and information technology companies servicing the global 
healthcare sector are provided below.  These companies are exposed to the global healthcare 
industry and as such are exposed to the idiosyncrasies of the primary markets (i.e. local 
market) in which they operate.  For example, US companies currently benefit from US 
stimulus spending, including announced subsidies of some $20 billion over a period of five 
years (ending 2015) for health IT and electronic health records users and providers.   

3 Australian software and information technology companies generally do not supply the 
healthcare industry and thus are exposed to the more general risks and growth of the 
Australian software and information technology sectors.  While we have had some regard to 
these companies, we note there are no comparable companies listed on the ASX that operate 
in the Australian healthcare IT sector81

Global healthcare software / IT companies 

. 

McKesson Corp 
4 McKesson Corp provides medicines, pharmaceutical supplies, information and care 

management products and services for the healthcare industry.  It is made up of two business 
segments, being distribution solutions and technology solutions.  McKesson’s distribution 
solutions segment (97% of revenue), distributes drugs, medical-surgical supplies and health 
and beauty care products throughout North America.  McKesson’s technology solutions 
segment (3% of revenue) develops and installs health care information technology systems 
that eliminate paper prescriptions and records. 

Cerner Corporation 
5 Cerner is a supplier of healthcare information technology solutions, healthcare devices and 

related services, primarily to the US (85% of revenue), but also globally across a broad range 
of countries spanning Europe and Asia.  The company’s solutions are licensed by 
approximately 9,000 facilities, including more than 2,600 hospitals, 3,500 physician practices 
covering more than 30,000 physicians, 500 ambulatory facilities, 800 home health facilities 
and 1,600 retail pharmacies.  On January 4, 2010, Cerner Corporation acquired IMC Health 
Care.   

Allscripts Healthcare Solutions Inc 
6 US based Allscripts Healthcare Solutions was formed from the merger of Allscripts and 

Eclipsys in August 2010.  The company employs 5,500 people and is a provider of clinical 
software, services, information and connectivity solutions that are used by physicians and 
other healthcare providers to improve the quality of healthcare.  It provides various software 
and applications including electronic health records, practice management, revenue cycle 
management, clearinghouse services, electronic prescribing, emergency department and 
information system management solutions. 

                                                 
81  We note that Pro Medicus Ltd, a small Australian IT healthcare company is listed on the ASX.  However this 

company is significantly smaller than iSOFT. 
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Quality Systems Inc 
7 Quality Systems develops and markets healthcare information systems that automate certain 

aspects of medical and dental practices, networks of practices, ambulatory care centres, 
community health centres, and medical and dental schools in the US.  In August 2009 and 
February 2010, the company acquired NextGen Sphere, a provider of financial information 
systems to the small hospital inpatient market and Opus Healthcare Solutions, a provider of 
clinical information systems to the small hospital inpatient market. 

AGFA-Gevaert NV 
8 Agfa-Gevaert is a Belgium based imaging company that develops, produces and distributes an 

extensive range of analog and digital imaging systems and IT solutions, primarily for the 
printing and healthcare industries.  Its activities are divided into three groups being Agfa 
Graphics (49% of revenue) which offers integrated prepress solutions to the printing industry, 
Agfa HealthCare (43% of revenue) which supplies hospitals / healthcare centres with systems 
for capturing, processing and managing diagnostic images and Agfa Specialty Products (9% 
of revenue), which supplies a film-based products and high-tech solutions. 

Cegedim SA 
9 Based in France, Cegedim produces and distributes data and services linked to medical 

information and customer relationship management activities for the healthcare and life 
sciences sectors.  Cegedim is also a manufacturer of medical and para-medical management 
software, and designs management applications dedicated to the health insurance sector.  
Cegedim currently employs 8,500 people in more than 80 countries. 

CompuGroup Medical AG 
10 Based in Germany, CompuGroup Medical is one of the leading e-Health companies in 

Europe.  It provides software and communication solutions for dentists, surgeons, hospitals, 
health insurers, as well as pharmaceutical and generic drugs companies.  The company 
operates three business divisions being, Integrated Health Provider Services which provides 
software solutions for dental medicine and clinics, Electronic Patient Services which develops 
electronic patient record databases and Health Connectivity Services which solutions include 
communication & data, workflow & decision support and internet services. 

EMIS Group Plc 
11 EMIS Group supplies clinical software systems and related services to general practitioners 

with approximately 39 million patient records in the UK held on EMIS Group’ software.  The 
company’s core activities include software licensing and support, hardware support and 
maintenance services, hardware sales, third-party software sales and training services.  EMIS 
Group’s clinical software systems currently cover 54% of general practitioners across the UK.    
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System C Healthcare Plc 
12 System C Healthcare specialises in the provision of health and social care information 

systems, implementation services and consulting.  It operates under three business segments.  
Products contracts with local National Health Service (NHS) trusts and other clinical 
organisations.  Services subcontracts work on behalf of other organisations, where the end 
customer is also either the NHS or other clinical organisations.  Development and Shared 
Services relates to central research and development and support services provided to its other 
segments. 

Nexus AG 
13 Nexus is a Germany-based company which offers solutions and services aimed at the 

healthcare IT sector.  Nexus operates under two business segments, being Healthcare 
Software and Healthcare Services.  Healthcare Software provides IT solutions for hospitals, 
rehabilitation clinics and social welfare institutions.  The company’s Software products 
structure the recording and evaluation of medical and nursing data, as well as support 
hospitals, rehabilitation clinics and long-term care institutions in improving their work 
processes.  Nexus’ Service division provides IT consulting services.  

Australian software companies 

Iress Market Technologies Ltd 
14 Iress Market Technology is a principle supplier of share market and wealth management 

systems in Australia, New Zealand, Canada and South Africa.  Services include real-time 
data, analytics and news, with products falling into two divisions being share market and 
wealth management.  Share market services include the company’s flagship product IRESS, 
which is an industry standard (in Australia) for share market systems.  Its wealth management 
division comprises a range of online and desktop solutions for financial planning 
professionals.  

Reckon Ltd 
15 Reckon develops and distributes accounting software products in Australia, New Zealand and 

the UK and operates under two divisions.  Reckon’s Professional division provides taxation, 
business process automation software tools and online company registration services to unit 
and family trust organisations.  Its Business division markets the QuickBooks and Quicken 
brands, which are operated under a distribution agreement licensed from US based Intuit Inc.   

Technology One Ltd 
16 Technology One is an enterprise software provider and consultant, servicing the business, 

government, financial services, health and community, education, and utilities sectors.  
Software is generally provided out-of-the-box with the flexibility to forgo customisation.  
Products include financials, human resources and payroll, supply chain, business intelligence 
as well as custom software development services for large scale, purpose built applications. 
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DWS Advanced Business Solutions Ltd 
17 DWS Advanced Business Solutions is a provider of end-to-end IT solutions.  The company 

provides technical services and solutions for large corporate entities and government 
agencies.  These include custom software development for micro to mid-range platforms, 
maintenance and customisation of enterprise resource applications, designing, developing, 
implementing and maintaining data warehousing, reporting and business intelligence systems, 
and integration, enterprise architecture and a multitude of business to business solutions. 

Bravura Solutions Ltd 
18 Bravura Solutions is a leading supplier of superannuation and pension, wealth management 

and life insurance IT solutions, including business and strategic consulting services.  The 
company offers professional consulting services and the development, licensing and 
maintenance of specialised administration and management software applications for the 
transfer agency and wealth management sectors of the financial services industry.   

Pro Medicus Ltd 
19 Pro Medicus is a leading provider of radiology information systems, picture archiving 

communication systems and 3D software across the globe with over 25 years experience in 
streamlining medical practice management.  The company’s suite of products comprises 
practice management, e-health, digital imaging integration products, 2-D digital radiology and 
advanced 3-D clinical products plus a range of value-add services. 
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Glossary 
 

  
Term Meaning 
Agreement The Scheme Implementation Agreement dated 2 April 2011 
AIFRS Australian equivalents to International Financial Reporting Standards 
ANZ Australia and New Zealand  
ASIC Australian Securities & Investments Commission  
ASX Australian Securities Exchange 
CE Central Europe 
CfH Connecting for Health  
COAG Council of Australian Governments  
Corporations Act Corporations Act 2001 (Cth)  
Corporations Regulations Corporations Regulations 2001  
CSC Computer Sciences Corporation  
DCF Discounted cash flow 
EBIT Earnings before interest and tax  
EBITA Earnings before interest, tax and amortisation  
EBITDA Earnings before interest, tax depreciation and amortisation  
FIRB Foreign Investment Review Board  
FOS Financial Ombudsman Services Limited  
FSG Financial Services Guide  
FY Financial year 
HITECH Health Information Technology for Economic and Clinical Health Act 
IBA Health IBA Health Limited  
IBM IBM Corp 
iBS iSOFT Business Solutions  
ICT Information and communications technology  
IER Independent expert’s report 
iSOFT or the Company iSOFT Group Limited 
IT Information technology 
LEA Lonergan Edwards & Associates Limited 
NEHTA National e-Health Transition Authority   
NHS National Health Service  
Notes Convertible notes 
NPfIT National Programme for IT  
NPV Net present value  
OCP Oceania Capital Partners Limited  
Option Scheme The Option Scheme described in Section VIII 
PACS Picture Archiving and Communications Systems 
PAS Patient Administration System 
R&D Research and development 
RBUs Regional business units  
RG 111 Regulatory Guide 111 – Content of expert reports 
SELA Southern Europe and Latin America  
Share Scheme The Share Scheme described in Section I 
Share Scheme Consideration A$0.17 cash per iSOFT share 
UKI United Kingdom and Ireland  
VWAP Volume weighted average price 
WHO World Health Organisation  
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Liability limited by a scheme approved under Professional Standards legislation 

 
 
The Directors 
iSOFT Group Limited 
Darling Park Tower 2 
Level 27 
201 Sussex Street 
Sydney  NSW  2000 
 
10 June 2011 
 
Subject: Valuation of Convertible Notes in iSOFT Group Limited in the absence of a 

takeover or other change of control transaction 
 
 
Dear Directors  
 

Scope 
1 In accordance with instructions received we have determined the market value of the 

convertible notes (the Notes) in iSOFT Group Limited (iSOFT) held by Oceania Capital 
Partners Limited (OCP)1

2 For the purpose of our opinion, market value is the price that would be negotiated in an open 
and unrestricted market between a knowledgeable, willing but not anxious buyer and a 
knowledgeable, willing but not anxious seller acting at arm’s length within a reasonable 
timeframe. 

 in the absence of any change of control transaction (such as a 
takeover or scheme) involving iSOFT.  We understand that these instructions take into 
account the views of ASIC as to the appropriate basis of valuation for the Notes. 

3 Market value in this context assumes that the parties are fully informed and knowledgeable 
about all aspects of the transaction, including the company’s financial performance and 
financial position. 

Note terms 
4 The Notes were originally issued to OCP on 31 October 2007 and 19 November 2007.  There 

are currently 46 million Notes outstanding, which can be converted to ordinary shares on a 
one for one basis.  Other key features of the Notes are as follows: 

(a) the Notes have a five year maturity date, and mature on 31 October 2012 and 
19 November 2012 

                                                 
1  The Notes are held by Oceania Healthcare Technology Investments Pty Limited, a wholly owned subsidiary of 

OCP.  OCP is also iSOFT’s largest shareholder, owning approximately 24.5% of the ordinary shares. 
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(b) the coupon rate payable is equal to the dividend paid on ordinary shares 

(c) conversion is allowed at any time, at the holder’s option 

(d) the Notes are unsecured 

(e) the Notes deed poll does not contain a change of control provision.  Hence the Notes 
could potentially remain outstanding post an acquisition of iSOFT (although in a 
takeover or other change in control transaction a purchaser is likely to want to redeem 
them to eliminate the possibility of their equity interest in iSOFT being diluted below 
100% at a later date through conversion of the Notes2

5 The face value of the Notes is A$39.7 million or A$0.864 per Note.   

). 
 

Methodology 
6 A convertible note is a fixed interest debt security which also has an option to convert at pre-

determined dates and prices into ordinary shares of the issuer.  If not previously converted, the 
convertible note is redeemable on maturity at a preset capital amount. 

7 In essence therefore, a convertible note is a combination of a debt instrument and an option to 
acquire equity shares at some future date.  Accordingly, the value of convertible notes is 
generally determined as the sum of: 

(a) their value as a pure debt security (i.e. without a conversion option); plus 

(b) the value of the option to convert. 
 

8 In the case of iSOFT, in the absence of a takeover or other change in control transaction, the 
value of the option to convert the Notes to equity has no significant value.  This is principally 
because: 

(a) based on the volume weighted average market price of iSOFT shares in the 3 months 
prior to 24 March 2011 (being the date iSOFT shares last traded prior to the 
announcement of the Share Scheme) of 5.5 cents per share, the value of the Notes if 
converted to equity would only be some $2.53 million (being 46 million shares at 5.5 
cents per share) 

(b) however, if the Notes are not converted to equity they entitle the holder to $39.7 million 
upon maturity in some 17 months time (i.e. a significantly greater sum than their 
conversion value) 

(c) based on the business outlook for iSOFT in the short to medium term, the likelihood of 
the equity received upon conversion being worth $39.7 million in some 17 months time 
is virtually nil  

(d) by not converting the Notes to equity the Note holder will always rank ahead of equity 
holders upon a winding up of iSOFT (meaning that the Noteholder will potentially get 
full repayment ahead of shareholders in a winding up) 

                                                 
2  Under the Note terms, conversion can occur in lots as small as 100 Notes.  
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(e) due to the above it is therefore highly unlikely that a holder of the Notes would consider 
converting the Notes in the absence of a takeover or other change in control transaction 
(which supports our opinion that the option to convert has no significant value in such 
circumstances). 
 

9 In the absence of a takeover or other change of control transaction, the value of the Notes is 
therefore equal to their value as a pure debt security.   

10 In contrast, a purchaser of 100% of iSOFT shares may be prepared to pay a premium for the 
Notes above their pure debt security value to eliminate their contractual right to convert (due 
to the ability of the Noteholder to convert, say, a minimum of 100 Notes to shares to prevent 
the acquirer obtaining the benefits of 100% ownership3

11 The value of any financial asset such as shares or debt securities is a function of the future 
benefits (i.e. cash flows) expected to be received from owning the asset.  The value of a debt 
security is therefore equal to the net present value (NPV) of the estimated future cash flows to 
be received from the security (being the interest payments and principal repayment on 
maturity).   

). 

12 In order to arrive at the NPV the future cash flows are discounted using a discount rate which 
reflects the risks associated with the cash flow stream.  The appropriate discount rate for a 
debt security should therefore reflect the yield to maturity which would be required by an 
investor in the debt security, having regard to the time to maturity and credit worthiness of the 
borrower. 

13 As stated above the interest payable on each Note is equal to the dividend paid on the ordinary 
shares.  However, given iSOFT’s current debt level, in our opinion, it is unlikely that any 
dividend will be paid on iSOFT’s ordinary shares (in the absence of any change of control 
transaction) prior to the maturity of the Notes on 31 October 2012 and 19 November 2012.   

14 Consequently, in our opinion, it is the unlikely that the Notes will be paid any interest prior to 
their contracted maturity date.   

Valuation of Notes 
15 As set out in our IER, in the absence of the share Scheme or any alternate change of control 

transaction, there is a high level of uncertainty associated with iSOFT’s ability to repay and/or 
refinance its senior debt facilities (which mature on or before 31 March 2012) and the Notes 
(which mature on 31 October 2012 and 19 November 2012).  

16 In circumstances where there is a high level of uncertainty as to the ability of the borrower to 
service and repay loan facilities it is generally the case that lenders and borrowers work 
together to maximise and maintain overall value (as in the case of iSOFT since the end of 
FY10).  However, we have been requested to assume for this valuation that the outcome of 
this process does not result in a change in control transaction.   

                                                 
3  Such as unequivocal control and benefits arising under the Tax Consolidations regime. 
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17 Possible outcomes in the absence of a change of control transaction therefore include: 

(a) the appointment of voluntary administrators to iSOFT and ultimately a wind up of the 
company by a bank appointed receiver 

(b) a debt for equity swap with senior lenders and the Noteholder4

(c) a significant capital raising by iSOFT to reduce debt.  
 

, which results in a 
significant proportion of debt being converted to shares in iSOFT 

18 The value the Notes under these outcomes is inherently speculative and requires the valuer to 
make a number of hypothetical assumptions regarding, inter alia: 

(a) the likelihood of each outcome occurring 

(b) the realisable value of the iSOFT business in the event the iSOFT business is sold (e.g. 
following the appointment of voluntary administrators), the time taken to complete a 
sale and the level of transaction costs incurred 

(c) the level of debt converted to equity, and the price per share at which that debt is 
converted 

(d) the extent to which iSOFT could raise additional equity capital, either in conjunction 
with a debt for equity swap or in the absence of any debt for equity swap 

(e) the likely repayment date of the Notes in circumstances where iSOFT remains a going 
concern 

(f) any potential renegotiation of the terms of the Notes as part of any debt restructure. 
 

19 If voluntary administrators were appointed to iSOFT and the voluntary administrator (or bank 
appointed receiver) sought to realise the business, there is a reasonable possibility that iSOFT 
shareholders and the Noteholder would not realise any value due to the priority ranking of 
senior secured debt holders.  The senior debt holders may also realise less than the amount 
owed to them.  This is because of the high level of (prior ranking) senior debt, the intangible 
nature of software businesses generally and the likelihood that offers for the iSOFT business 
would be greatly reduced reflecting the circumstances of the sale.  As noted above, the 
commercial reality therefore is that lenders generally seek to avoid such circumstances by 
agreement with the borrower to undertake a strategic review / sales process similar to that 
undertaken by iSOFT since the end of FY10. 

20 In our opinion it is also unlikely that sufficient new equity capital could be raised in the 
absence of a debt for equity swap.  This is because, inter-alia, the level of capital required to 
be raised relative to the market capitalisation of iSOFT prior to the announcement of the 
Share Scheme is very high. 

                                                 
4  In our view it is unlikely that the senior lenders would convert their senior debt to equity unless the Notes were also 

converted to equity.  This is because the Notes would rank ahead of the amounts converted by senior lenders if the 
Notes were not also converted to equity. 
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21 However, as stated above, a liquidation and wind-up of iSOFT would destroy significant 
value.  Accordingly, in our opinion, the senior debt holders would have a preference for 
iSOFT to remain a going concern.  As a result, in our opinion, the most likely outcome for 
iSOFT in the absence of any change of control transaction is that both: 

(a) a debt for equity swap would be negotiated (resulting in a large proportion of the senior 
debt being converted to equity)5 6

(b) additional equity capital would be raised (e.g. under a pro-rata entitlements offer to 
existing shareholders at the same price per share at which debt was being converted or 
via a cornerstone investment from a strategic investor).   

; and 

 
22 Whilst one can only speculate as to the amount of senior debt converted and the price per 

share at which such conversion would take place, in our opinion, the value of the iSOFT 
business under such a going concern scenario is likely to exceed the amount owed to senior 
debt holders and the Noteholder7

23 Following this recapitalisation of iSOFT, it is then likely that the senior lenders would, in due 
course, reactivate the process to solicit offers for the business so that the value of their 
investment in iSOFT could be realised

 (indicating that full repayment was likely at some point, 
provided there is no deterioration in the underlying business in the intervening period prior to 
repayment). 

8

24 However, if one ignores the current offer for iSOFT, there is uncertainty regarding the ability 
to achieve a recapitalisation.  In addition, control over such a process is likely to rest with the 
senior lenders rather than the Note holder.  Accordingly, an investor is likely to value the 
Notes at a significant discount to their face value of A$39.7 million due to the risk of non-
payment of principal.   

. 

25 Whilst subjective we believe an investor would apply a (pre tax) discount rate of some 20% to 
25% per annum when assessing the value of the Notes in the absence of a change of control 
transaction.  This discount rate reflects the equity risks faced by the Noteholder.  Based on a 
risk free rate of 5.2% per annum (consistent with the 10 year Government bond rate on 31 
May 2011) and a market risk premium of 6% per annum, the implied equity beta is around 1.5 
to 2.0 (which we consider reasonable).  

  

                                                 
5  As stated above we believe that it is likely that, at least, a high proportion the Notes would also need to be converted 

to equity.      
6  Consistent with other recent recapitalisations (e.g. CMA Corporation) it is also possible that private equity investors 

could buy out senior debt holders and then seek to recapitalise the company. 
7  This assumption is consistent with our assessed value of the iSOFT business on a going concern basis as set out in 

the IER. 
8  In our experience, the senior lenders will not want to remain long term equity investors in iSOFT.  
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26 Further, in our view a purchaser of the Notes would not assume that iSOFT would be able to 
repay the Notes on their scheduled maturity date (particularly given the current need to pay 
down senior debt to more sustainable levels on or before 31 March 2012 and the uncertainty 
associated with any future recapitalisation).  That is, a purchaser of the Notes would assume a 
deferred repayment date to better reflect the high level of uncertainty associated with 
repayment of the Notes on their contracted maturity date9 10

27 We have also assumed that interest could be charged at a hypothetical rate of 10% per 
annum

.  Whilst subjective, for valuation 
purposes we have adopted notional repayment dates of three and five years from the valuation 
date.   

11

28 On this basis the range of values for the Notes (assuming a successful debt for equity swap 
and related capital raising is the most likely outcome in the absence of a change of control 
transaction) as at 31 May 2011 is as follows: 

 following the current maturity date as the terms of the Notes could be renegotiated 
following non-repayment on the current maturity date.  In our opinion this assumption is 
appropriate as the Note holder would be entitled to charge interest at a market rate in 
circumstances where the borrower is in default.  

Value of Notes in the absence of a change in control transaction (A$m)   

 
Assumed repayment 

date 
 3 years 5 years 
20% p.a. discount rate 26.7 22.4 
25% p.a. discount rate 23.6 18.3 
   

 
29 In relation to the above values it should be noted that: 

(a) the value of the Notes would be lower if iSOFT was placed in voluntary administration  
for the reasons stated above 

(b) the above values assume that there is no buyer of the iSOFT business which is therefore 
contrary to the current factual position. 

  

                                                 
9  In our view assuming a later repayment date is a far superior approach to reflect this risk than simply arbitrarily 

increasing the discount rate.  
10  This assumption does not mean that the Notes would not be repaid on their contracted maturity date (as they may 

be).  However, in our view, a purchaser of the Notes would not assume repayment on the contracted maturity date 
for the reasons discussed. 

11  We understand the terms of the Notes do not specify an interest rate in the event the Notes are not repaid on 
maturity.  The actual interest rate that might be sought by the lender and/or negotiated by the borrower would 
depend on the circumstances at the time, including the outcome of any associated debt restructuring and/or capital 
raising. 
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30 It should also be noted that, in the absence of a change of control transaction, the market price 
of iSOFT shares would trade significantly below our assessed range and the Share Scheme 
consideration due to the uncertainty associated with iSOFT’s ability to repay or refinance its 
debt. 

Yours faithfully 
 
 
 
 
 
 
 
Craig Edwards    Martin Holt 
Authorised Representative  Authorised Representative 
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