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CICTAR welcomes the opportunity to make a submission into this crucial issue. CICTAR has
done extensive research on health and social services sectors in Australia and globally.
CICTAR’s existing research includes specific previous investigations into Healthscope and
Brookfield Corporation (“Brookfield”), which controls the investment in Healthscope. Our
submission examines the finances of Northern Beaches Hospital (NBH), including context on
Healthscope’s operations and practices across Australia and those of its primary owner
Brookfield, and secondary owner Caisse de dépét du Québec (“CDPQ”). This information is
crucial for evaluating the Northern Beaches Hospital situation and for the NSW Government
to properly consider its options given Healthscope’s broader current crisis and likely change
in ownership.

We strongly recommend that the NSW not only take immediate control of the NBH public
hospital, but also the NBH private hospital to ensure quality and integrity of healthcare
services, as a cost effective means of expanding public health capacity in NSW. The fate
and role of the Prince of Wales Private Hospital should also be under review. We make
further recommendations on protecting health care from private equity in NSW and across
Australia. We urge the NSW government to explore the opportunity for collaboration with
federal, state and territory governments to protect health care delivery overall and the
possibility of expanding public sector health care capacity at low cost given the opportunity

created by Healthscope’s current, | NN - c'is's.

We would welcome any further opportunities to discuss this material with the committee.
Further details can be provided on request.
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Introduction and Overview

In the last few weeks, the news of Healthscope’s demise under Brookfield’s ownership, and
offers to have its lenders assume control, has been widely covered across the Australian
media. This submission is not attempting to cover or recap this commentary and the shifting
terrain, but to provide broader context and background on Healthscope and Brookfield.

While the current NSW inquiry is focused on the Northern Beaches Hospital (NBH), we think
the committee’s deliberations and ultimately its recommendations should be informed by the
broader Healthscope/Brookfield context. The best outcome for the future of the Northern
Beaches Hospital should be part of the broader resolution of the Healthscope crisis in NSW
and across Australia. This crisis may offer unique opportunities to immediately expand public
sector health capacity on highly favourable terms and should inform future decisions in NSW
and across Australia on the danger of private equity in publicly funded health and care
services.

This submission is by no means exhaustive or comprehensive but we hope that it provides
the committee with important background information and context - not provided elsewhere -
and can help the committee’s deliberations and future government decisions at all levels.

Private Equity Playbook

N
I | e Story of what happened

under their watch is sadly familiar: Private equity investors buy a company, saddle it with
enormous debt, make huge cuts to company spending while selling off its assets and
receiving sizable dividend payouts, and then they look for an exit — leaving behind a
struggling operation.”” This is a quote from a recent article about the closure of two
community hospitals in the US, but it sums up the Healthscope situation. The difference,
however, is that Healthscope — as Australia’s second largest private hospital company with

38 hospitals — is on a significantly larger scale. | N
e
I

As a result of this above referenced private equity induced hospital closure, the Governor of
Pennsylvania, following initiatives in other US states, is putting forward legislation to limit
private equity’s future role and its ‘predatory practices’ in healthcare.? The legislation “would
allow the state attorney general to intervene to stop healthcare sales and mergers deemed
harmful to the public interest and block firms from selling hospital real estate and leasing it
back”. |
|

Australia should strongly consider restrictions on future private equity investments in critical
publicly funded services.*

The record of private equity firms in healthcare around the world, including Australia, raises
big questions about the appropriateness of this model in the context of publicly funded
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services. All around the world, there are cases of private equity firms making huge profits
from publicly funded health and care services, at the expense of the most vulnerable.®
Workers in private equity-controlled hospitals are often unable to provide the high quality of
care that patients deserve. In the US, a recent study found that in private equity-controlled
hospitals, patients were more likely to experience falls, bloodstream infections, and surgical
site infections.® The Private Equity Stakeholder Project (PESP) has done extensive
mapping, with its Private Equity Hospital Tracker website, on the scale and disastrous track
record of private equity owned hospitals in the US.

While private equity penetration of hospitals and care is well-documented in the US, its
increasing investment in health care around the world is much less known and understood.
CICTAR is currently working with PESP and other allies to develop a global private equity
hospital tracker, beginning in Africa, where ‘development’ funding is de-risking private equity
investments in for-profit hospitals.

Private equity firms’ narrow focus on short-term profits is often achieved by excessive use of
debt and aggressive financial strategies, which significantly increases the risk of
bankruptcy.” A recent high-profile case illustrates the priorities of private equity investors.
Steward Health Care, once the largest private for-profit health system in the US and with
international operations, filed for bankruptcy in 2024. In Steward’s case, the chain of
hospitals had been acquired by a private equity firm in 2010. Its new private equity
managers converted the hospitals from non-profit to for-profit. They sold the hospitals’ land
and buildings to a real estate investment trust (Medical Properties Trust, the initial buyer of
half of Healthscope’s hospitals), which the hospitals then rented back. This brought in $1.25
billion but saddled the hospitals with ongoing lease obligations.®

Private equity management used the windfall to “fund a growth spree” and pay dividends to
investors. When the private equity fund “exited” its investment in 2020, the new owners
“opted to cut costs and neglect bills in order to keep up with its rent payments”. This resulted
in staff and equipment shortages, such as a shortage of biopsy needles, delaying cancer-
detecting tests. Investigative journalists identified 15 cases in which a person died after
receiving sub-standard care at Steward hospitals. Hospitals were forced to close as new
owners could not be found, leaving many communities without access to health care
services.®

Submission Outline

This submission begins with an overview of Healthscope’s current 38 private hospital
operations across Australia. Following is a partial history of Healthscope’s service failures
and closures that situate the service failures at NBH within a broader pattern of corporate
behaviour and practice.

Following this is a more detailed review of the current ownership of Healthscope’s private
hospitals in NSW and across Australia. This is an important aspect of the business model as
the sale and leaseback of properties has been a major contributor to Healthscope’s current,
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largely self-inflicted, challenges. However, the ownership of several hospitals by the NSW
government and other state and territory governments also presents additional opportunities.

The next sections provide an overview of Brookfield, [N
I some of its other Australian investments, current global

controversies surrounding its business practices and a review of other major Brookfield
health-related investments in Australia. In particular it flags Brookfield’s control of
GenesisCare, one of Australia’s largest cancer treatment businesses, as potentially needing
further scrutiny to ensure it does not suffer a similar fate to Healthscope.

The following section provides an overview of Healthscope’s complicated ownership
structure through the Cayman Islands and Bermuda. It also reveals that a major Canadian
public pension fund appears to have a significant and direct equity stake in Healthscope.
Information on Healthscope from the filings of the Bermuda-based private equity manager is
contrasted with available filings in Australia. A comparison between profits and tax payments
of Healthscope and Ramsay, the largest private hospital operator in Australia, suggests that
under appropriate management the private hospital industry can perform well. | N
|

I Financial statements from entities operating NBH provide some
additional financial details, but raise more questions than answers.

Finally, there is an overview of the many levels of government subsidies that Healthscope
has received and some recommendations and conclusions from the above information and
review.

Overview of Healthscope’s Operations

Healthscope operates 38 private hospitals nationally and a total of 5,245 beds. Of these,
Healthscope operates 13 hospitals in NSW, with a total of 1,738 beds. This includes 292
public beds at Northern Beaches Hospital. Half of its remaining hospitals are in Victoria,
where it also runs Rehab at Home (not included in the table below).

Hospitals Operated by Healthscope

State or territory Number of hospitals Number of beds
NSW 13 1,738

Victoria 12 1,546
Queensland 5 768

South Australia 4 533

ACT 1 148

NT 1 122
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State or territory Number of hospitals Number of beds
Tasmania 1 146

Western Australia 1 244

Total 38 5,245

Healthscope’s Service Delivery Failings

Healthscope’s attempt in 2023 to exit its obligations with respect to the public portion of
Northern Beaches Hospital (NBH), 14 years before the end of its lease, | N
I ' Healthscope’s managers have demonstrated
their willingness to close services that are no longer profitable, offering a variety of reasons
but a common consequence: a succession of communities with reduced access to vital
healthcare services. This is a problem that is not restricted to public private partnerships or
the public beds at NBH. Services offered at private hospitals are an important component of
Australia’s health system and their closure has serious consequences.

Indeed, it is an experience that is already familiar to Northern Beaches residents. When the
NSW Government announced its plan for the Northern Beaches Hospital, it intended for the
new hospital to replace two existing hospitals at Mona Vale and Manly (with Mona Vale
hospital to be redeveloped to provide “urgent care, sub-acute care and palliative care”).!
Barely two months before Healthscope opened the Northern Beaches Hospital, it announced

that its Mosman Private Hospital would also be closed. NN
e
——————————————————————————————————
e
L

Closure of Maternity Services at Hobart Private Hospital

Although Healthscope insists that it has no plans to close Hobart Private Hospital,'® it
announced in February that it will no longer offer maternity services. Healthscope’s rationale
for closing maternity services at Hobart Private Hospital is “difficulties in attracting and
retaining staff”. This closure is just the latest in a chain of failed private operators of what
was once the publicly-owned maternity wing of the Royal Hobart Hospital. Sold off by the
Tasmanian government in 1998, it was passed from Australian Hospital Care to Mayne

Health and then to Healthscope. G
I = Hobart Private Hospitals last day for

maternity admissions will be August 13, 2025."°

The Federal government will instead step in, spending $6m to expand maternity services at
the public Royal Hobart Hospital and the private Calvary Lenah Valley Hospital (as part of a
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Closure of Maternity Services at Darwin Private Hospital

In Darwin, Healthscope claims that a fall in the birthrate rendered maternity services
financially non-viable. As a result, the public Royal Darwin Hospital, which is “regularly
operating under ‘emergency conditions™ and understaffed “including midwives particularly”
will be the only hospital in Darwin for maternity services.'® In its February announcement,
Healthscope initially gave only two months’ notice for patients in Darwin,® but the closure is
now scheduled for June 6.2° The Northern Territory’s Health Minister is calling for $35m from
the Federal government to expand the public hospital maternity ward. In the interim, rooms
at the Mercure Darwin Airport Resort will be used for post-natal maternity accommodation,
despite concerns of the Australian Medical Association that the Resort is “a long way from
immediate medical care at Royal Darwin”. Maternity patients who had planned to give birth
at Healthscope’s Darwin Private Hospital will still be charged as private patients.?’

Tasmania Mental Health Closure

In June 2023, Healthscope closed the 31-bed St Helen’s Private Hospital, which provided
mental health services including a specialised 8-bed mother-baby postnatal unit. The
Tasmanian government increased its funding for postnatal care at the Royal Hobart Hospital,
but this only provided three beds in a maternity services ward - which the government now
admits was “not satisfactory”. The Federal government’s $6m funding package, plugging the
gaps as Healthscope withdraws, will include support for a new unit at St John’s Park to
replace and expand these services.? In late February 2025, Healthscope finalised sale of
the 4622 sqm, centrally located site, but has refused to disclose any details of the sale.?

Other Closures

This year’s Healthscope closures also include the 46-bed North Eastern Rehabilitation
Centre in lvanhoe, Victoria.?* This is not the first time the hospital chain has made
substantial cuts to its services, including at short notice. In 2018, Healthscope’s hospital and
maternity services closures also made headlines. It announced the closure of maternity
services at Knox Private Hospital in Wantirna, Victoria, and announced the closure would be
fast-tracked, giving only one month’s notice. Like in the Northern Territory this year,
Healthscope’s stated reason was a falling birth rate.?® Healthscope also closed the 107-bed
Geelong Private Hospital, in this instance blaming “increased competition” with other private
hospitals.? Healthscope also closed a medical ward at Hobart Private Hospital during
negotiations over a new lease with the Tasmanian government in 2018. Healthscope
claimed “it cannot staff its medical ward due to school holidays”.?’

Properties

There has been extensive media coverage of Brookfield/Healthscope’s recent failure to pay
rent to its major institutional landlords.
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In most cases, Healthscope does not own the real estate that underpins its operations.
When Brookfield won a bidding war against Melbourne-based BGH Capital to acquire
Healthscope in 2019, a “key part” of the deal was that Healthscope sell off much of its real
estate.?® This is known as a sale and leaseback strategy, allowing Healthscope (and thus
Brookfield) to raise capital by selling its real estate, but creating an ongoing “lease liability”
for itself - i.e. the obligation to pay rents to the new institutional landlord.?

N/ Centre for
C International

Prior to Brookfield’s acquisition in 2019, the real estate underpinning 22 of Healthscope’s
hospitals was restructured into a separate property trust. The Australian Financial Review
reported that at the time 65% of Healthscope’s hospital revenues was accounted for by the
properties included in the trust, and that it was “expected to receive rental payments of
between A$80 million and A$90 million in its first year.”*® Analysis by Credit Suisse stated
that the portfolio had “the potential for a high rent escalation agreement ... in excess of CPI”
until its rent-to-earnings ratio increased from around 35% to the “private sector standard” of
40-50%.3" Media reported varying valuations of the property trust. At the high end, some
claimed that bids would take the value up to $1.8bn.3?

Most of the Healthscope hospitals in NSW were included in this sale-leaseback deal.
However, Healthscope contracts directly with the NSW Government (NSW Health) to
operate both NBH and Prince of Wales Hospital. According to James Thomson of the AFR,
Healthscope’s profitable hospitals are mainly those that do not operate under lease
agreements with the two real estate investment trusts, or REITs (HMC’s HealthCo and UHF,
and NorthWest Healthcare). These profitable hospitals include Prince of Wales Private
(Sydney) and Gold Coast Private.

Healthscope Hospitals in NSW

Hospital Property Beds | Address Suburb Details
owner

Campbelltown HMC Capital | 82 42 Parkside | Campbelltow | Unlisted

Private Hospital Cres n Health Fund
(UHF)
Nepean Private HMC Capital | 109 Barber Ave | Kingswood Unlisted
Hospital Health Fund
(UHF)
Sydney HMC Capital | 87 32-40 Bigge | Liverpool Unlisted
Southwest St Health Fund
Private Hospital (UHF)
Hunter Valley NorthWest 83 20 Mawson | Shortland
Private Hospital Health REIT St
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Hospital Property Beds | Address Suburb Details
owner
Lady Davidson NorthWest 115 434 Bobbin | N Turramurra
Private Hospital Health REIT Head Rd
Newcastle NorthWest 174 14 Lookout | Newcastle
Private Hospital Health REIT Rd
Norwest Private NorthWest 277 11 Norbrik Bella Vista
Hospital Health REIT Dr
The Hills Private | North\West 111 499 Baulkham
Hospital Health REIT Windsor Rd | Hills
Windsor Road NorthWest n/a 499 Baulkham
Private Clinic Health REIT Windsor Rd | Hills
(part of the Hills
Private Hospital)
The Sydne NorthWest 44 22-24 Bronte
Clinic Health REIT Murray St
Prince of Wales NSW 168 Barker St Randwick
Private Hospital government?
Northern NSW 488 105 Frenchs 196 private
Beaches Hospital | government? Frenchs Forest beds, 292
Forest Rd public beds

Tweed Day ? n/a 38-44 Boyd | Tweed Heads
Surgery St

The terms of Healthscope’s agreement with the NSW Government to operate the Prince of
Wales Private Hospital are not easily accessible. Healthscope has operated Prince of Wales

Private since the ACCC approved its takeover of 14 hospitals from Ramsay in 2005.

Thirteen of these were previously owned by Affinity Health, and ACCC had required Ramsay

to divest them as part of its acquisition of Affinity earlier that year.3*

The NSW Government gave Healthscope the contract to build the Northern Beaches
Hospital. Once it opened in 2018, Healthscope also held a 20-year license to operate the

public section of the hospital (“up to 60 percent of the beds will be for public patients”) and a

40-year licence to operate the private section of the hospital.®

It appears from the Northern Beaches Hospital Project Deed that is available online>® that

Healthscope has two lease agreements with the NSW Government, one for the public beds

and one for the private beds.
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Leases with Governments Outside NSW

A" Centre for
C International

Healthscope also appears to lease hospital properties from governments of ACT,
Tasmanian, and Victoria, as well as the Gold Coast hospital.

Gold Coast Private Hospital, which is collocated with Gold Coast University Hospital, was
built by Healthscope on “land owned by Gold Coast Health”. Healthscope holds a 50-year
“build, own, operate and transfer” concession that gives Gold Coast Health “a right to rental
payments based on a percentage of revenue from March 2022”.3” Gold Coast Health’s 2023-
24 annual report includes revenue of $4,387,000 for “property rental” in 2024 and
$3,828,000 in 2023, which may represent the rental payments under this agreement.3®

Consequences of the Sale-Leaseback Agreement with
Institutional Landlords

To help finance Brookfield’s 2019 takeover of Healthscope and dramatically reduce the
amount of equity invested, half of the portfolio was acquired by NorthWest Healthcare
Properties in a joint venture with Singapore’s sovereign fund GIC.3° Another Healthscope-
operated hospital, Peninsula Private Hospital, was not listed in the media coverage of the
original transaction but is currently listed in NorthWest's property portfolio.*° The other half of
the 2019 portfolio was acquired by Medical Properties Trust, a real estate investment trust

isted in New York
I ' V' edical Properties Trust sold its portfolio of 11

Healthscope-operated hospitals in March 2023 to HMC Capital, an asset manager run by the
controversial Australian investor David Di Pilla.*> HMC holds four of these in its HealthCo
Healthcare & Wellness REIT, and seven are held by an unlisted trust known as UHF. Three
of these are in NSW. The HealthCo trust also owns seven GenesisCare properties, and
NorthWest Healthcare Properties owns one GenesisCare property.** GenesisCare is also
controlled by Brookfield, via Oaktree Capital.

Healthscope Hospitals by Property Owner

Hospital Name Property Owner Notes State | Beds

The Victoria Clinic | "a syndicate of private Sold by Australian | Vic 115
investors" Unity HPT in 2011

National Capital ACT government ACT | 148

Private Hospital

Flinders Private Adelaide Community non-profit SA 130

Hospital Healthcare Alliance (ACHA) community-based

health provider

10
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Hospital Name Property Owner Notes State | Beds
The Memorial Adelaide Community non-profit SA 100
Hospital Healthcare Alliance (ACHA) community-based
health provider
Ashford Hospital Adelaide Community non-profit SA 239
Healthcare Alliance (ACHA) community-based
health provider
Melbourne Private | Dexus Healthcare Property Vic 124
Hospital Fund
Gold Coast Private | Gold Coast Health (QLD QLD | 314
Hospital government)
Pine Rivers Private | HMC Capital HealthCo QLD | 81
Hospital Healthcare &
Wellness REIT
(HCW)
Northpark Private HMC Capital HealthCo Vic 144
Hospital Healthcare &
Wellness REIT
(HCW)
The Geelong Clinic | HMC Capital HealthCo Vic 52
Healthcare &
Wellness REIT
(HCW)
The Victorian HMC Capital HealthCo Vic 143
Rehabilitation Healthcare &
Centre Wellness REIT
(HCW)
Campbelltown HMC Capital Unlisted Health NSW | 82
Private Hospital Fund (UHF)
Nepean Private HMC Capital Unlisted Health NSW | 109
Hospital Fund (UHF)
Sydney Southwest | HMC Capital Unlisted Health NSW | 87
Private Hospital Fund (UHF)
Sunnybank Private | HMC Capital Unlisted Health QLD | 122
Hospital Fund (UHF)

11
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Hospital Name Property Owner Notes State | Beds
Knox Private HMC Capital Unlisted Health Vic 359
Hospital Fund (UHF)
Ringwood Private HMC Capital Unlisted Health Vic 74
Hospital Fund (UHF)
Mount Hospital HMC Capital Unlisted Health WA | 244
Fund (UHF)

Dorset HMC Capital? Vic 30
Rehabilitation
Centre
Holmesglen Private | Holmesglen Institute? - VIC Vic 147
Hospital Govt, TAFE
La Trobe Private La Trobe University? - VIC Govt Vic 34
Hospital

Rehab at Home n/a Vic n/a
Hunter Valley NorthWest Health REIT NSW | 83
Private Hospital

Lady Davidson NorthWest Health REIT NSW | 115
Private Hospital

Newcastle Private NorthWest Health REIT NSW | 174
Hospital

Norwest Private NorthWest Health REIT NSW | 277
Hospital
The Hills Private NorthWest Health REIT NSW | 111
Hospital
The Sydney Clinic | NorthWest Health REIT NSW | 44
Windsor Road NorthWest Health REIT NSW | n/a
Private Clinic (part
of the Hills Private

Hospital

Darwin Private NorthWest Health REIT NT 122

Hospital

12
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Hospital Name

Property Owner

Notes

State

Beds

Brisbane Private
Hospital

NorthWest Health REIT

QLD

181

Peninsula Private
Hospital

NorthWest Health REIT

QLD

70

Griffith
Rehabilitation

Hospital

NorthWest Health REIT

SA

64

John Fawkner
Private Hospital

NorthWest Health REIT

Vic

149

The Melbourne
Clinic

NorthWest Health REIT

Vic

175

Northern Beaches

Hospital

NSW government

196 private beds,
292 public beds

NSW

488

Prince of Wales
Private Hospital

NSW government

NSW

168

Hobart Private
Hospital

Tasmanian government

TAS

146

Tweed Day
Surgery

NSW

n/a

Brookfield's Other Australian Holdings NG
I

Brookfield is a Canada-based US$1 trillion global “alternative” investment manager with
massive investments in Australia beyond Healthscope. According to the most recent annual
report of Brookfield Corporation, at the end of 2024, the company reported $6.68 billion in
revenues from Australia or nearly 7.8% of its global revenue.** Australia ranked fourth in the
world after the US, UK and Canada. Australia ranked 4th in the world in terms of assets as
well, with $29.3 billion of reported Australian assets.*

e
- |
I ° C/CTAR has previously examined
Brookfield’s business model and structure | icuding via

13
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Healthscope.*” This also included an analysis of its ownership of London’s Canary Wharf
with joint venture partner the Qatar Investment Authority. Since CICTAR’s report, HMRC, the
UK tax authority (which also leases office space in Canary Wharf), has deepened an
ongoing inquiry into the deductibility of interest payments by the Jersey-based property
ownership entity.*® At the end of 2024, this Brookfield entity had made provisions for a tax
charge of £13.3 million, but in a ‘worst case’ the total tax liability could reach £23.8 million.*°

CICTAR also worked with allies to file a shareholder resolution on tax transparency at
Brookfield in 2023. Despite staunch opposition from Brookfield’s management, one-third of
independent shareholders voted to require the company to publicly report tax and basic
financial information on a country-by-country basis.*® Presumably, Brookfield will now be
required to report under Australia’s landmark new public country by country reporting
requirement for large multinationals.®' CICTAR has done subsequent analysis of Brookfield’s
investment in a privatised energy in Columbia, investments in child care real estate in
Norway, and has ongoing analysis of Brookfield’s business and tax practices in other
jurisdictions.5?

Brookfield, already a significant investor in energy and infrastructure assets and services in
Australia, including AusNet, attempted to takeover Origin Energy in late 2023.5° However,
that bid was blocked by AustralianSuper, which stated that: “the value and future value of
Origin is better in the hands of AustralianSuper members and other shareholders than a
private equity consortium planning to shortchange them.”** In Australia, Brookfield also
controls construction giant Multiplex, has huge commercial property holdings, major
infrastructure assets and many other businesses. Brookfield’s private equity arm, which
controls the Healthscope investment, also controls La Trobe Financial, an Australian
investment firm with “$20 billion in assets under management and over 100,000 investors”.%®

Recent Global Concerns on Brookfield’s Business Conduct

Mark Carney, now Canada’s prime minister, was - until just before the recent Canadian
federal election - the chair of Brookfield. As a result, Brookfield’'s tax avoidance and business
practices have attracted fresh attention in Canada.%® Carney has a deep background in
banking and finance as a former governor of the Bank of England and the Bank of Canada.®’

I "hese concerns arise in part from the sale of properties in its

vast global commercial real estate holdings, under intense price pressure since the global
COVID-19 pandemic, to entities in its own growing insurance empire. While Brookfield has
been in a fierce battle with the private health insurance industry in Australia - on which it
blames Healthscope’s woes - it has amassed US$20 billion in global insurance industry
investments.®®

14
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Other Brookfield Health & Care Investments in Australia

Brookfield, while seeking to turn over control of Healthscope to its lenders, is in the process
of selling another major asset in Australia with significant investment returns. Brookfield
bought Aveo, Australia’s largest retirement living company in 2019 for $1.3 billion (excluding
debt) and is now preparing to sell it for $3 billion, after already selling the South Australian

villages for $122 million. * |

I ¢ ke Healthscope, Aveo had been an ASX-

listed company.

Brookfield, via its control of distressed debt specialist Oaktree Capital, also controls
GenesisCare, one of Australia’s largest cancer care companies with over 40 treatment
centres serving 30,000 people per year.%* The GenesisCare business collapsed under
previous private equity ownership and Oaktree Capital took control of the Australian
business through its debt. Some of the same previous private equity owners in GenesisCare
also had control of Healthscope before it was re-listed and then delisted again by Brookfield.

™ As an aside, “Australia’s largest vertically integrated cancer-care operator” is
also owned by another private equity company.®®

Healthscope’s Ownership and Corporate Structure

Brookfield acquired Healthscope in 2019 and controls its investment in Healthscope through
its Bermuda-based private equity unit Brookfield Business Partners L.P. | NN

67

However, before getting to Bermuda, the Healthscope ownership structure goes through the
Cayman Islands as well. The top Healthscope holding company in Australia is ANZ Hospitals
Topco Pty Ltd. Its 2023 financial statements (most recent as of 22 May 2025, the 2023
report was filed 29 April 2024) continue to state that “the parent entities of the Group are
BCP VIG Holdings L.P and Brookfield HSO Co-Invest Il LP. The ultimate parent of the Group
is Brookfield Asset Management Inc., a Canadian corporation.”®® BCP VIG Holdings L.P. is
headquartered at | Uo'and House in the Cayman Islands.®® Ugland House is the

registered office address of 40,000 global shell companies | EEEEEEEEENEENEGEEEEEEEE
.

15
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It is not clear where Brookfield HSO Co-Invest Il LP is domiciled, but it most likely represents
the co-investment of the Caisse de dépdt et placement du Québec (CDPQ). CDPQ is the
government-run default pension plan for the Canadian province of Quebec. CDPQ
announced its direct investment of over A$300 million in the Healthscope deal in 2019
stating that it was “an opportunity for CDPQ to invest in the Australian healthcare sector and
support a company that provides essential services to the benefit of the communities.””

Perhaps, CDPQ’s 6 million beneficiaries in Quebec would be interested to know what
happened to their retirement savings and how communities in Australia have been
impacted?

CDPQ’s Australian Assets |GG

CDPQ, along with other Canadian public pension funds, is a major investor in
Australia in its own right and in many cases also in partnership with Brookfield.
Previous CICTAR research has analysed | -ractices by
Canadian public pension funds on global investments, particularly related to ‘social
infrastructure’.”> CDPQ currently has C$12 billion in investments in Australia and
New Zealand and plans to double that exposure in the next 5 years.”® Its Australian
investments include significant stakes in the Sydney Metro (another PPP) and
Transgrid, the privatised electricity transmission operator in NSW and the ACT."
Another CDPQ investment in Australia is its 3 ownership of DP World ports (with
Dubai’s royal family and another private equity firm).”> Despite highly profitable
operations DP World has paid ZERO in corporate income tax in Australia over the
last decade.”

Structure of the Healthscope Deal: Brookfield’s Limited Equity
Investment

Given that the total equity investment in Brookfield’s US$4.1 billion takeover was only $1
billion, previous announcements and the current ownership structure of ANZ Hospitals
Topco Pty Ltd suggests that CDPQ maintains a substantial direct equity interest in
Healthscope.”” In fact, Brookfield Business Partners’ share of the equity was only US$295
million, giving it a 28% economic ownership.”® The latest (2024) annual report of Bermuda-
based Brookfield Business Partners L.P. states that it has a 100% voting interest in
Healthscope Pty Ltd, but only a 28% economic interest.” This indicates that Brookfield’s
direct equity interest has remained at only 28% since the acquisition in 2019. Given these
ratios and historical exchange rates it is likely that CDPQ has at least a 20% non-controlling
equity interest in Healthscope. Other institutional investors may still have direct co-
investments in Healthscope and have indirect investments through Brookfield Business
Partners, through Brookfield or through other Brookfield managed funds.

The rest of the Healthscope acquisition “was funded with approximately $1.4 billion in debt
financing and $1.7 billion from the sale and leaseback of 22 wholly owned freehold hospital
properties.”® Since the acquisition, it appears that Brookfield has recouped significant

amounts of its initial equity including through subsequent sales of portions of the business,

16



Corporate Tax
\ ( Accountability

— and Research
revenues (including significant direct and indirect government support), management fees
and other possible private equity tactics. While Brookfield’s lenders and other stakeholders
have lost or may lose money, Brookfield may have already made a return from its minimal
direct equity in the Healthscope deal. There is not enough public information to determine
what Brookfield has already extracted from its Healthscope investment. | N
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Brookfield’'s Bermuda Reporting on Healthscope

Interestingly, the filings of Bermuda based Brookfield Business Partners L.P. - the private
equity vehicle which manages the 28% economic interest and 100% voting interest in
Healthscope - paints a different picture to the available filings in Australia. These filings have
portrayed the business as one generating healthy returns. The most recent annual report
does indicate some difficulties facing Healthscope, but there is no indication - as reported
widely in Australian media - that Brookfield has offered to turn over control of Healthscope to
its lenders and is on the verge of bankruptcy or liquidation.

The latest annual report from April 10, 2025 and covering the 2024 calendar year indicates
that Healthscope “contributed [US]$36 million to Adjusted EBITDA [earnings before interest,
tax, depreciation and amortisation; a frequently used figure that more accurately portrays the
underlying operations of a business than profit or loss] for the year ended December 31,
2024 compared to $54 million for the year ended December 31, 2023. Business
performance remained challenged...”®" It further reports US$64 million in Adjusted EBITDA
for 2022.82 While these are declining returns over the years, it does indicate that the
underlying operating business has continued to generate positive returns. This contrasts
sharply with constant losses (after interest, tax and depreciation) in Australia. Bermuda’s
corporate tax rate of zero, over this period, compared to Australia’s 30% tax rate may help
explain some of the motivation in the differences in reporting. It's also worth noting that in
2022, Healthscope operated 42 hospitals, compared to only 38 in 2024. In addition to
returns generated from further sales of hospitals, Brookfield made significant gains from
selling Healthscope’s New Zealand pathology business in 2020. That sale was valued at
NZD$550 million.®3

As discussed in more detail below, the most recent Australian filings indicate that losses in
2023 are driven in large part by impairment charges. The recent Brookfield filings indicate
that this trend continued in 2024. Brookfield reports “an impairment of goodwill of [US]$661
million” from the Healthscope business in 2024 “due to revised expectations of cash flows as
a result of updated estimates for hospital admissions, revenue rates and operating costs”.®
These losses are driven by accounting methods rather than a failure to generate income
from operations.

The 2024 Brookfield Business Partners L.P. annual report states that the majority of
Healthscope’s revenues “are generated from private health insurance funds and
government-related bodies under Hospital Purchaser-Provider Agreements. These revenues
are generally based on a pricing schedule set out in the agreements and are either on a
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case payment or per diem basis, depending on the type of service provided.”8® Brookfield
also states that Healthscope “is operating with an unsustainable cost structure primarily due
to escalating wage inflation which continues to exceed reimbursement rates from private
health insurers. Discussions with key stakeholders on a plan to support the longer-term
recovery for the business are ongoing.”%®

What Brookfield does not detail to investors, but is now being widely reported by Australian
media outlets, is that Brookfield’s business is failing due in large part to self imposed
conditions, including escalating rental costs from its own sale leaseback deals and its
unsustainable debt levels and interest payments.?’

While Brookfield blames rising labour costs - and private insurance payments not keeping
up - it also highlights the risks to investors of failing to attract and retain qualified staff.

“Accredited medical practitioners prefer to work at hospitals which, amongst other
things, provide high-quality facilities, equipment and nursing staff, exceptional clinical
safety outcomes and which are conveniently located. Accredited medical
practitioners could cease to practice or stop referring patients to our facilities if the
hospitals become a less attractive place to work. Our healthcare services are subject
to rising costs, particularly labor costs associated with attracting and retaining key
personnel. Nursing labor is the most significant cost in our hospital operations. Any
increase in cost or tightening of supply of accredited medical practitioners or nursing
labor is likely to adversely impact the financial and operational performance of our
healthcare services.”8®

These risks at Healthscope are not hypothetical, but very real. |
———————————————— e
I

While the Brookfield Business Partners L.P. filings cover Brookfield’s global private equity
business, the limited information on Healthscope does provide some insights and interesting
comparisons to the limited reporting in Australia. The ownership structures within Brookfield
are incredibly | coplex (see chart below).®® Likewise, the Healthscope
structures in Australia are also complex and opaque. Given the levels of public support and
the importance to the overall health system, there should be requirements for far greater
levels of transparency and accountability.
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Healthscope’s Top Holding Company in Australia: ANZ
Hospitals Topco Pty Ltd

ANZ Hospitals Topco Pty Ltd is the top Healthscope holding company in Australia, but the
information in its financial statements filed with ASIC is limited and many of the transactions
within the group appear to be eliminated through consolidation. The most recent (2023) filing
does confirm that Healthscope owned only 3 hospital properties at the end of 2023.%° One of
the company-owned hospitals, the St Helens Private Hospital in Hobart, had already been
closed “and the property is classified as asset held for sale.”! The closure caused deep
concern for the community in Tasmania and in late April the sale of the landmark historic

CBD property was announced for an undisclosed price.* |

While the 2023 financial statements report a net loss after tax for the Healthscope group of
$648.9 million in 2023, this may obscure the full picture.®® In 2023 total revenue was nearly
$2.8 billion and only $1.3 billion, or under 49%, was in employee expenses.® EBITDAR
(earnings before interest, tax, depreciation, amortisation and rent), a generally better metric
of underlying financial performance, was $272.8 million.®® The biggest driver towards
generating an overall loss was a recorded “impairment loss of $919.4 million related to
goodwill. “The impairment is a result of changes in forecasted cash flow assumptions from
revised expectations of hospital admissions, change in discount rate and operating costs.”®

This top level view also hides the differences in profitability of individual hospitals. One of the
major drivers of poorer performance is high rent payments on the 23 hospitals under sale
leaseback deals, which were a major factor in financing the initial acquisition. Minimal rent
payments related to hospitals owned by state and territory governments (or managed on
behalf of non-profits), are likely to drive higher property level profits and are another form of

government subsidy on Healthscope’s operations. | N
e
T

Comparison with Ramsay Health Care

Healthscope is the second largest private hospital operator in Australia, its top competitor
and the largest private hospital company is Ramsay. Although Ramsay’s margins on its
Australian operations have tightened in recent years it has consistently made a profit and
consistently paid significant corporate income taxes on those profits. A comparison of the
two companies, in the same industry, based simply on ATO corporate tax data is revealing.
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In the most recent data (2022-23), Healthscope (ANZ Hospitals Topco Pty Ltd) ranked 190th
in Australia with total income of nearly $2.8 billion, but had zero taxable income and paid
zero in corporate income tax.®” Ramsay Health Care Limited ranked 80th with total income
of nearly $5.7 billion.®® Ramsay reported taxable income of $458.9 million and had tax
payable of $124.5 million.*® For Ramsay, based on this data, this represents an estimated
profit margin of 8.1% and an effective tax rate of 27.1%. This suggests that the underlying
business of operating private hospitals in Australia, with appropriate business models and
long-term management, can be highly profitable. The general pattern in the comparison
between Healthscope and Ramsay repeats itself in prior years, except Ramsay’s estimated
profit margins are higher.

A" Centre for
C International

It is clear from the financial statements of ANZ Hospital Topco Pty Ltd that the ATO has
contested Healthscope’s financial reporting. The 2021 financial statements report that after
an ATO review, the tax authority issued amended assessments to which Healthscope
objected.'® The 2022 filing reports that Healthscope and the ATO “reached a resolution of
an outstanding tax matter in September 2022.”'%" For the first time under Brookfield’s
ownership, Healthscope reported an after-tax profit of $2.1 million in 2022 and recorded a
tax expense of $18.9 million.'*? The 2023 filings return to the previous practice with reported
losses generating a current income tax benefit of $117.1 million.'%

Below the Topco: Are New Directors Preparing for
Liquidation?

P.O.W. Hospital Pty Ltd is one of many disclosed subsidiaries of ANZ Hospitals TopCo Pty
Ltd and presumabily related to the operation or lease holding at the Prince of Wales Private
Hospital in Randwick. A current company extract from 16 May 2025 purchased from ASIC
reports two current directors with an appointment date of 11 April 2025. It appears that these
directors were appointed across entities of the Healthscope group on the same day. || N

N
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According to the company extract, the ‘ultimate holding company’ for this entity is ANZ
Hospitals Topco Pty Ltd, but P.O.W. Hospital Pty Ltd’s single ordinary share is held by
Healthscope Management Pty Ltd. However, Healthscope Management Pty Ltd is not one of
the more than 50 entities listed as subsidiaries of ANZ Hospitals Topco Pty Ltd."%” Neither of
these entities files separate financial statements with ASIC.

There appear to be other Australian entities in the Healthscope group that are also not listed
as subsidiaries in the most recent (2023) ANZ Hospitals Topco Pty Ltd annual financial
statements. These include at least two entities, NBH Operator Pty Ltd and NBH Hold Co Pty
Ltd, that appear to be related to the Northern Beaches Hospital (NBH). The subsidiaries
listed that appear to be related to NBH are: NBH Borrower Pty Ltd, NBH Operator Co Pty
Ltd, NBH HoldCo 1 Pty Ltd, NBH Car Park Operator Pty Ltd, NBH HoldCo 2 Pty Ltd &

NBH Operator B Pty Ltd. The only one of these entities that appears to file financial
statements regarding its operations is NBH HoldCo 2 Pty Ltd."%

NBH HoldCo 2 Pty Ltd - Opaque Operations at the Northern
Beaches Hospital

The 2023 financial statements of NBH HoldCo 2 Pty Ltd state that the parent of the
immediate group is Healthscope Operations Pty Ltd and that NBH Holdco 2 Pty Ltd’s wholly
owned subsidiaries are: NBH Holdco 1 Pty Ltd, NBH Car Park Operator Pty Ltd, and NBH
Operator Co Pty Ltd.'® The principal activity of this group is “the provision of healthcare and
related services at the Northern Beaches Hospital.”''° It reports net loss after tax of nil in
2022 and 2023. The immediate group parent, Healthscope Operations Pty Ltd, does not file
financial statements with ASIC. At the end of 2023, the net book value of this entity including
buildings, plant and equipment was reported as $268.8 million.""" However, the current book
value would be further depreciated from the end of 2023.

NBH HoldCo 2 Pty Ltd’s income statement shows that revenues and income of $351.9
million and $356.6 million in 2022 and 2023, respectively, were matched to expenses of the
exact same amount eliminating any reported profit or loss (see image below)."'? By far, the
largest reported expense was a “net management fee” of $263.0 million and $260.8 million
in 2022 and 2023, respectively.

22



)'H\ Centre for
C International
Corporate Tax
\ ( Accountability
— and Research
NBH HoldCo 2 Pty Ltd and its controlled entities

Consolidated statement of profit or loss and other
comprehensive income

For the year ended 31 December 2023

For the year ended For the year ended

31 Dec 2023 31 Dec 2022

Note $'000s $'000s

Revenue from contracts with customers 1.1 347,040 335,763
Other income 1.2 9,526 16,172
356,566 351,935

Net management fee 1.3 (260,808) (263,025)
Medical and consumable supplies (39,597) (37,842)
Service costs (13,391) (9,847)
Prosthetics expenses (26,424) (25,095)
Qccupancy costs (2,518) (1,986)
Depreciation and amortisation 7.8 (13,828) (14,139)
Finance costs - (1)
(356,566) (351,935)

Profit / (loss) before income tax - -
Income tax benefit 2 - -

Profit / (loss) for the year from continuing operations - -

Other comprehensive income, net of income tax

Other comprehensive income for the year, net of tax - -

Total comprehensive income for the year - -

Profit / (Loss) for the year attributable to:
Owners of parent = -
Non-controlling interest - -

Total comprehensive income / (loss) attributable to:
Owners of parent - -
Non-controlling interest - -

A footnote in a note to the financial statements explains that a “management services
agreement is in place between NBH Operator Co. Pty Ltd as trustee for NBH Operating
Trust and Healthscope Operations Pty Ltd. Healthscope Operations Pty Ltd incurs employee
expenses and other costs in relation to the operation of the Northern Beaches Hospital. The
Net Fee is payable by NBH Operating Trust to Healthscope Operations Pty Ltd for the
provision of management services.”!"®
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I Another note states that: “Unlike the corporate tax entities, which are tax paying
entities, the trusts are not taxable entities.”"'* NBH Holdco 2 Pty Ltd is part of the tax
consolidated group headed by ANZ Hospitals Topco Pty Ltd.'"® The lack of tax payments by

the parent of the Australian Healthscope group is discussed above.

The list of subsidiaries for NBH Holdco 2 Pty Ltd states that NBH Holdco 1 Pty Ltd is trustee
for NBH Holding Trust 1, NBH Holdco 2 Pty Ltd is trustee for NBH Holding Trust 2, NBH
Operator Co Pty Ltd is trustee for NBH Operating Trust and NBH Car Park Operator Pty Ltd
is trustee for NBH Car Park Operating Trust.''® As stated above, trusts are not taxable
entities and no public information is available on the trusts.'"” This structure was originally
set up when the PPP contract was concluded in 2015, prior to Brookfield’s acquisition of

Healthscope, but appears to be still in place (see chart below).'"®

Northern Beaches Hospital Operator Ownership Structure
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What is the purpose of

this structure for owning and operating the Northern Beaches Hospital?

The cash flow statement also reports “-” in profit (loss) for the period in cash flows from
operating activities for both years, despite annual revenues of over $350 million.""® The
notes to the financial statements break down the revenue further and indicate that the bulk of
revenue comes directly from the NSW government. In 2023 total revenue from customers
was $347 million of which $183.7 million (53%) came from public patients and $163.3 million
from private patients.'?® Revenue from private patients also benefits from major government
subsidies to the private health insurance industry (see below). While no government grants
were reported in 2023, in 2022 more than $7.7 million was received in direct government
grants.'?" Government grants were likely significantly higher in previous years following the
COVID-19 pandemic.

Additionally, the statement of financial position reports a loan from related parties at $283.1
million and $280.8 million in 2022 and 2023, respectively.'?? It is later explained that this
debt is with Healthscope Operations Pty Ltd “to finance the development of Northern
Beaches Hospital (Project Finance) via the drawdown of an established corporate debt
facility.”'?3 It is further explained that this group is part of the “Topco Group” whose “financing
facilities (as of 31 December 2023) comprised a $1,606 million term loan facility expiring in
June 2027 (“Facilities”).”'?* This filing states that before the end of 2023, the Topco Group
had “commenced discussions with its lenders (and other stakeholders) regarding a
restructure... in order to mitigate the ongoing risks to the Topco Group, including in relation
to any potential breaches of its Facilities.”'?

Key Revenue Source: Indirect Government
Subsidies

Since coming under Brookfield’s ownership, Healthscope’s revenue has increased by 18%,
from $2,333 million in 2020'%8 to $2,759 million in 2023.'?” This increase in revenue is
despite a reduction in the number of hospitals operated as several had been closed. As a
non-listed company there is limited public information about its sources of revenue, however
it has been reported that 90% of revenue from private hospital operations comes from
private health insurance.'?® In 2021-22, rebates for private health insurance paid by the
Australian Government were $6.3 billion, down from the previous year.'?® Much of this
government subsidy is transferred to private hospital operators, including Healthscope.

While the health insurance rebate has reduced over time, ' it can be used to estimate the
level of Healthscope’s state funding embedded in private insurance payments.'' Each year
of Brookfield’'s ownership this estimated amount has been more than half a billion dollars,
reaching an estimated $610.8 million in 2023. Total estimated indirect state funding from the
private health insurance rebate over the four years from 2020 to 2023 came to $2,303.7
million, or 22.2 percent of total revenue over that period.
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Estimated Federal Government Funding from Private Health Insurance
Subsidies

Estimated state funding ($m)

3,000
Mﬁ
2,500 - M
aFP*"M

2,000
1,500
1,000

526.4 581.8 584.7 610.8

2020 2021 2022 2023

= Estimated state funding ===Revenue from contracts with customers

I | Government estimates indicate that Medicare has subsidised
fees by $3.8 billion in 2023-24 for patients in private and public hospitals.'? Healthscope

and other private hospital companies also received a significant increase in payments from
the federal government over the years of the COVID-19 pandemic. For private hospitals as a
whole, the Australian Institute of Health and Welfare estimates that in 2022-23 that 35% of
funding ($7.6 billion) came from the Australian Government and 1.2% ($256 million) came
from state and territory governments.'33

Healthscope has received hundreds of millions in payments for providing public health
services at the Northern Beaches Hospital and at other hospitals. |
I - L c2sing of private
hospitals from state and territory governments, at low or no cost, represents another
substantial area of direct government subsidies.

Conclusion and Recommendations

The conflict between the demands of private profit and public health means that the safety
and quality of health services provided at Northern Beaches Hospital cannot be guaranteed.
The experience of partial or complete closures at multiple hospitals across Australia, such as
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the recent disruptive closure of private maternity services in Darwin and Hobart, shows that
Healthscope and Brookfield have no long-term interest in the provision of healthcare to
Australian communities. Brookfield’s primary focus is driving short-term returns for investors
in its funds and for its shareholders, and we are concerned that Brookfield and other private

equity firms have no regard for the long-term financial health of its portfolio businesses, let
alone the health and welfare of the communities where it operates.

Analysis of Brookfield and Healthscope’s finances, including the use of sale-leaseback
agreements, exceedingly opaque and complicated corporate structures, excessive debt
levels, asset sales, aggressive cost-cutting measures and other short-term extractive
measures demonstrate clear signs of the “private equity playbook”. Brookfield invested
minimal equity while Healthscope has been loaded up with unsustainable debt.

In the wake of previous hospital and service closures by Healthscope, Federal and State
governments have been forced to step in. Rather than wait for more private equity-controlled
hospitals to collapse, the NSW Government should work with other Australian governments
to further examine the financial situation of Healthscope’s entire portfolio.

In this regard, we recommend that:

1. The NSW Government should take this opportunity to expand the state’s network of
public hospitals, in doing so expanding its capacity to deliver healthcare services.
Given the collapse in the value of Healthscope - and its lease liabilities, which are
currently going unpaid - the NSW Government has an opportunity to acquire at low
cost these existing hospitals and bring them into the public system. As has been
widely reported, Healthscope’s debt has been trading at 40-50 cents on the dollar. A
forced public takeover of Healthscope’s operations would be, by far, the cheapest
way to expand much strained public health services and capacity.

2. At the same time, the NSW Government should also collaborate with state, territory
and federal governments for a nationally-coordinated approach to maximise the best
possible deal and ensure that no further subsidies are provided to Brookfield, beyond
any minimum legal requirements.

3. We further recommend that Brookfield should be required to detail the direct
ownership stakes of CDPQ and any other investors in Healthscope. Given the major
public support from Federal, State and Territory governments, the public has a right
to know who has benefited from the private equity playbook.

4. Likewise, Brookfield must be required to publicly disclose Healthscope’s full
corporate structure in Australia, provide financial statements for each entity and
explain all related party transactions and impacts on profits, losses and operations.

5. Furthermore, there should be an immediate inquiry into the health and viability of
Brookfield-owned GenesisCare and thorough review of any other current private
equity ownership in the health and care sectors that are heavily reliant on public
funding. Any future private equity investments in health and care sectors should be
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thoroughly vetted and measures taken to ensure transparency, accountability and
long-term viability.
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In conclusion, we strongly recommend that the NSW government not only take immediate
control of the NBH public hospital, but also the NBH private hospital to ensure quality and
integrity of health care services and a cost effective means of expanding public health
capacity in NSW. Furthermore the possibility of shifting Healthscope’s Prince of Wales
Private Hospital back into the public sector should be explored.
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