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(iv) Within 14 days from the date the Option Holder properly
exercises Options held by the Option Holder, the Company shalll
issue and allot to the Option Holder that number of Shares in the
capital of the Company so subscribed for by the Option Holder.

) The Company will within 3 business days from the date of issue
and allotment of Shares pursuant o the exercise of an Option,
apply to the ASX for, and use its best endeavours to obtain,
Official Quotation of all such Shares, in accordance with the
Corporations Act and the Listing Rules of the ASX.

(i) The Company will generally comply with the requirements of
the Listing Rules in relation to the fimetables imposed when
qguoted Options are due to expire. Where there shall be any
inconsistency between the timetables outlined herein regarding
the expiry of the Options and the timetable outlined in the
Listing Rules, the fimetable outlined in the Listing Rules shall

apply.
ASX Listing
Application for quotation of the Options on the ASX will be made.
Reconstruction

In the event of a reconstruction (including a consolidation, sub-division,
reduction or return) of the issued capital of the Company, all rights of
the Option Holder will be changed to the extent necessary to comply
with the Listing Rules applying to the reconstruction of capital, at the
time of the reconstruction.

Participation in New Share Issues

There are no participating rights or entitlements inherent in the Options
to participate in any new issues of capital which may be made or
offered by the Company to its shareholders from time to time prior to
the expiry date unless and unftil the Options are exercised. The
Company will ensure that during the exercise period, the record date
for the purposes of determining entitlements to any new such issue, will
be at least nine (9) business days after such new issues are announced
(or such other date if required under the Listing Rules) in order to afford
the Option Holder an opportunity to exercise the Options held by the
Option Holder.

No Change of Options Exercise Price or Number of Underlying Shares

There are no rights to change the exercise price of the Options or the
number of underlying Shares.
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6.1

6.1.1

RISK FACTORS

Applicants should consider the risk factors described below, together with
information contained elsewhere in this Prospectus, before deciding whether to
apply for Shares. Potential Applicants should consider that the investment in the
Company is speculative and should consult their professional advisers before
deciding whether to apply for Shares.

The following is not intfended to be an exhaustive list of the risk factors to which
the Company is exposed.

Specific Risks

The Shares offered under this Prospectus carry no guarantee in respect of
profitability, dividends, return of capital, or the price at which they may trade on
the ASX.

In addition to the risks outlined above, there is a range of specific risks associated
with the Company's business operations and its involvement in the diagnostic
imaging industry. Potential investors in the Company should note the following
additional risks set out below prior to investing.

Going Concern Risk

In the Full Year Statutory Accounts dated 30 September 2009, the Company’s
Auditor made the following note:

“Without qualifying our opinion, we draw attentfion to Note 1, page
34, in the financial report which indicates that the Group incurred a
loss of $1,018,218 during the year ended 30 June 2009 and cash
decreased by $1,727,809 during the same period and, as of that
date, the Group’s current liabilities exceeded its current assets by
$3,679,205. These conditions, along with other matters as set forth in
Note 1, indicate the existence of a material uncertainty which may
cast significant doubt about the Group’s ability to confinue as a
going concern.”

The Directors believe that there are sufficient funds to meet the Company’s
working capital requirements.

As outlined in the Full Year Statutory Accounts, the Directors have taken the
following measures to assist the consolidated entity in continuing as a going
concern post 30 June 2009:

. Post year end the Directors have developed a business plan that will
result in a capital injection which includes the capital raising the subject
of this Prospectus and/or an extension of existing loan facilities;

. The Directors remain committed to a business plan that should result in
the group becoming profitable and cash flow positive;

J Ongoing sales, marketing and [T efficiency initiatives are being
undertaken, the results of which should have a positive impact on the
group; and

. The continued support of the bank has been sought not to call in

repayment of existing loans.
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Key Personnel

The Company’s businesses are reliont on the continued performance and
expertise of key personnel, including radiologists. There is a risk that the
Company may fail to attract, retain or develop key employees or consultants
and this would have the effect on the development of the Company. The loss
of any of these individuals could have an adverse impact on the business of the
Company. The Company has in place service contracts with select employees
and consultants and provides appropriate contract conditions to assist in the
retention of key personnel.

Integration Risks of Acquisitions

The operating results of the Company will depend on the success of
management in integrating any proposed acquisitions. There is no guarantee
that the Company will be able to integrate the new acquisitions into its business
successfully, or that any economic benefits will be able to be realised. There is a
risk that the Company’s future profitability and prospects could be adversely
impacted if successful integration is not achieved in an orderly and timely
fashion.

Implementation Risks

The Company is in the process of completing a major technology upgrade
under its Technical Transformation Programme. There is a risk the implementation
of this programme may be subject to delay, additional implementation costs are
incurred or the expected benefits of the programme are not able to be fully
realised.

Government Policy and Regulations

There are a number of Federal and State policies and regulations that, if
changed, may have a material impact on the financial and operational
performance of the Company.

The risks relating to these policies and regulations to the Company’s business
include:

(@) changes to the nature and extent of the regulation or licensing systems
could result in a change in industry structure, which could adversely
impact the growth opportunities for and profitability of its business;

) as the radiology business is heavily dependent on funding agreements
between industry associations and the Australion Federal Government, if
new funding agreements between the Federal Government and
industry associations are not effected when the existing agreements
expire, or adverse changes are made to the existing agreements, the
profitability of these businesses could be adversely impacted;

©) changes to the Federal Government initiatives which promote private
health insurance and encourage health fund membership, including
health insurance rebate;

@ changes to private hospital licensing policy which could have the effect

of reducing the barriers to entry and exposing Capitol Health to
increased competition and additional compliance costs; and
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6.2.1

6.2.2

6.2.3

(e) changes to the Medicare regime, including any reduction of Medicare
rebates for radiology services.

In addition, the Company may become subject to other regulations which
could increase its regulatory and compliance obligations. Any new regulatory
restrictions or changes in government attitudes or policies in relation to any or all
of the existing regulatory areas may adversely impact on the financial
performance and position, and future prospects the Company.

Competition

The Company operates in a competitive and dynamic market. Competitors as
yet unknown to the Company may emerge from time to time. The infroduction
of new competitors or a more aggressive competitive response from existing
participants may affect the operating performance of the Company. Future
costs may rise and prices within the existing operating paradigm may fall, which
may or may not restrict the Company's ability to compete profitably.

General Risks

Factors such as inflation, interest rates, levels of tax, taxation law and accounting
practices, government legislation or intervention, natural disasters, social
upheaval and war may have an impact on prices, operating costs and market
conditions generally. Accordingly, the Company's future possible revenue and
operations can be affected by these factors, which are beyond the control of
the Company.

General movements in local and international stock markets, and economic
conditions could all affect the market price of the Company's Shares.

Economic Factors

Factors such as inflation, currency fluctuation, interest rates, supply and demand
and industrial disruption have an impact on operating costs, commodity prices
and stock market prices. The Company's future possible revenue and share price
can be aoffected by these factors, which are beyond the confrol of the
Company and its Directors.

Government Policy Changes

Government policies are subject to review and changes from time to time. Such
changes are likely to be beyond the control of the Company and may aoffect
industry profitability.

Stock Market Conditions

Share market conditions may affect the listed shares regardless of the operating
performance. Share market conditions are affected by many factors such as:

(a) general economic outlook;

) movements in, or outlook on, inferest rates and inflation rates;

© currency fluctuations;

@ commodity prices;

(e) changes in investor sentiment fowards particular market sectors; and
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® the demand for, and supply of, capital.

Investors should recognise that once the Shares are listed on ASX, the price of
the Shares may fall as well as rise. Many factors will affect the price of the Shares
including local and international stock markets, movements in interest rates,
economic condifions and investor sentiment generally. In addition, the recent
world events have affected the price of shares in various sectors. Such events
are unpredictable and their impact on the individual companies or markets is
beyond the control of the Company.

20



7.1

ADDITIONAL INFORMATION
Continuous Disclosure Obligations

The Company is a “disclosing entity” (as defined in Section 111AC of the
Corporations Act) for the purposes of Section 713 of the Corporations Act and,
as such, is subject to regular reporting and disclosure obligations. Specifically,
like all listed companies, the Company is required to continuously disclose any
information it has to the market which a reasonable person would expect to
have a material effect on the price or the value of the Company’s Securities.

This Prospectus is a “transactfion specific prospectus”. In general terms
“transaction specific prospectuses” are only required to contain information in
relation to the effect of the issue of securities on the Company and the rights
attaching to the securifies. It is not necessary to include general information in
relation to all of the assets and liabilities, financial position, profits and losses or
prospects of the issuing company.

This Prospectus is infended to be read in conjunction with the publicly available
information in relation to the Company which has been notified to ASX and does
not include all of the information that would be included in a prospectus for an
inifial public offering of securities in an entity that is not already listed on a stock
exchange. Investors should therefore have regard to the other publicly
available information in relation to the Company before making a decision
whether or not to invest.

Having taken such precautions and having made such enquires as are
reasonable, the Company believes that it has complied with the general and
specific requirements of ASX as applicable from fime to time throughout the 12
months before the issue of this Prospectus which required the Company to notify
ASX of information about specified events or matters as they arise for the
purpose of ASX making that information available to the stock market
conducted by ASX.

Information that is already in the public domain has not been reported in this
Prospectus other than that which is considered necessary to make this
Prospectus complete.

The Company, as a disclosing entity under the Corporations Act states that:
(@) it is subject to regular reporting and disclosure obligations;

) copies of documents lodged with the ASIC in relation to the Company
(not being documents referred to in Section 1274(2)(a) of the
Corporations Act) may be obtained from, or inspected at, the offices of
the ASIC; and

© it will provide a copy of each of the following documents, free of
charge, to any person on request between the date of issue of this
Prospectus and the Closing Date:

0) the financial statements of the Company for the financial year
ended 30 June 2009 being the last financial statements for a
financial year, of the Company lodged with the ASIC before
the issue of this Prospectus;

(i) any half year financial statements of the Company lodged with
ASIC since the lodgement of the last financial statements for
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7.2.1

the year ended 30 June 2009 lodged with ASIC before the issue
of this Prospectus; and

iy any documents used to notify ASX of information relating to the
Company in the period from lodgement of the financial
statements referred to in paragraph () above until the issue of
the Prospectus in accordance with the Listing Rules as referred
to in Section 674(1) of the Corporations Act.

Copies of all documents lodged with the ASIC in relation to the Company can
be inspected at the registered office of the Company during normal office
hours.

The Company has lodged the following announcements with ASX since the
lodgement of the 2009 audited financial statements:

Date Description of Announcement

14/10/2009 | Trading Halt

30/09/2009 | Full Year Statutory Accounts

ASX maintains files containing publicly available information for all listed
companies. The Company’s file is available for inspection at ASX during normall
office hours.

The announcements are dalso available through the Company’s website
www.capitolhealth.com.au.

Material Contracts

The following are summaries of the significant terms of the material agreements
which relate to the business of the Company.

Underwriting Agreement
Pursuant to an agreement between Patersons Securities Limited (Underwriter)
and the Company (Underwriting Agreement), the Underwriter has agreed to fully
underwrite the Offer for 25,310,568 Shares and 25,310,568 free attaching Options
(Underwritten Securities).

Pursuant to the Underwriting Agreement, the Company has agreed to:

(@) pay the Underwriter an underwriting fee of 5% of the amount raised
pursuant to the Offer; and

L) pay the Underwriter a corporate advisory fee of $30,000.

The Agreement is conditional upon satisfaction of the following conditions on or
before the date of the lodgement of the Prospectus:

(@) the Underwriter being satisfied with the due diligence investigations in
relation to the Prospectus;

L) the Underwriter being satisfied with the form of the Prospectus (in ifs
absolute discretion) and having given its consent to be named in the
Prospectus;
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© the Company’s solicitor’s providing a legal sign off in relation to the
legal due diligence investigations to the satisfaction of the Underwriter;

@ the Prospectus being lodged with ASIC on or before 16 October 2009 or
such other date as agreed between the Company and the Underwriter
in writing; and

e the Underwriter entering intfo sub-underwriting agreements with sub-
underwriters on terms and conditions satisfactory to the Underwriter (in
its absolute discretion).

The obligation of the Underwriter to underwrite the Offer is subject to certain
events of ferminatfion. The Underwriter may terminate its obligations under the
Underwriting Agreement on the occurrence of specified events including:

() (Indices fall): the All Ordinaries Index as published by ASX is at any fime
after the date of the Underwriting Agreement 10% or more below its
respective level at the close of business on the business day prior to the
date of the Underwriting Agreement;

) (Prospectus): the Company does not lodge the Prospectus on the
Lodgment Date or the Prospectus or Offer is withdrawn by the
Company;

© (Copies of Prospectus). the Company fails to provide the requisite

number of Prospectuses to the Underwriter in accordance with clause
4.1(d) of the Underwriting Agreement and such failure is not remedied
within 2 Business Days of being requested to do so by the Underwriter;

(@ (No Official Quotation): official quotation has not been granted by the
date of the notice of shortfall being given by the Company or, having
been granted, is subsequently withdrawn, withheld or qualified;

) (Supplementary prospectus):

0) the Underwriter, having elected not to exercise its right to
terminate its obligations under the Underwriting Agreement as a
result of an occurrence as described in clause 13.1(nN(vi) of the
Underwriting Agreement, forms the view on reasonable grounds
that a supplementary or replacement prospectus should be
lodged with ASIC for any of the reasons referred to in section
719 of the Corporations Act and the Company fails o lodge a
supplementary or replacement prospectus in such form and
content and within such time as the Underwriter may
reasonably require; or

(i) the Company lodges a supplementary or replacement
prospectus without the prior written agreement of the

Underwriter;
® (Non-compliance with disclosure requirements): it tfranspires that the

Prospectus does not contain all the information required by section 713
of the Corporations Act;

@ (Misleading Prospectus): it franspires that there is a statement in the
Prospectus that is, or becomes misleading or deceptive or likely to
mislead or deceive, or that there is an omission from the Prospectus
(having regard to the provisions of sections 713 of the Corporations Act);
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@

(Restriction on dllotment): the Company is prevented from adllotting the
Securities within the time required by the Underwriting Agreement, the
Corporations Act, the Listing Rules, any statute, regulation or order of a
court of competent jurisdiction by ASIC, ASX or any court of competent
jurisdiction or any governmental or semi governmental agency or
authority;

(Withdrawal of consent to Prospectus): any person (other than the
Underwriter) who has previously consented to the inclusion of its, his or
her name in the Prospectus or to be named in the Prospectus, withdraws
that consent;

(ASIC application): an application is made by ASIC for an order under
section 1324B or any other provision of the Corporations Act in relation
to the Prospectus, and that application has not been dismissed or
withdrawn;

(ASIC hearing): ASIC gives notice of its intention to hold a hearing under
section 739 of the Corporations Act in relation to the Prospectus to
determine if it should make a stop order in relation to the Prospectus or
the ASIC makes an interim or final stop order in relation to the Prospectus
under section 739 of the Corporations Act;

(Takeovers Panel): the Takeovers Panel makes a declaration that
circumstances in relation to the aoffairs of the Company are
unacceptable circumstances under Pt 6.10 of the Corporations Act, or
an application for such a declaration is made to the Takeovers Panel;

(Hostilities): there is an outbreak of hosfilities or a material escalation of
hostilities (whether or not war has been declared) after the date of the
Underwriting Agreement involving one or more of Australia, New
Zedland, Indonesia, Japan, Russia, the United Kingdom, the United
States of America, Canada, India, Pakistan, or the Peoples Republic of
China, Israel or any member of the European Union, or a terrorist act is
perpetrated on any of those countries or any diplomatic, military,
commercial or political establishment of any of those countries
anywhere in the world;

(Authorisation): any authorisation which is material to anything referred
to in the Prospectus is repealed, revoked or terminated or expires, or is
modified or amended in a manner unacceptable to the Underwriter;

(Indictable offence): a director or senior manager of the Company or
any of its subsidiaries is charged with an indictable offence;

(Sub-underwriters): any of the Company sub-underwriters that are
infroduced by the Company do not or threaten not to comply with its
obligations under the sub-underwriting agreements; or

(Termination Events): the occurrence of any termination events

including:

0] (Default): default or breach by the Company under the
Underwriting Agreement of any terms, condition, covenant or
undertaking;
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i)

@iv)

V)

(Vi)

(vii)

(viii)

(ix)

x)

xi)

(Incorrect or untrue representation): any representation,
warranty or undertaking given by the Company in the
Underwriting Agreement is or becomes untrue or incorrect;

(Contravention of constitution or Act): a contravention by a
Relevant Company (as defined in the Underwriting Agreement)
of any provision of its constitution, the Corporations Act, the
Listing Rules or any other applicable legislation or any policy or
requirement of ASIC or ASX;

(Adverse change): an event occurs which gives rise fo a
material adverse effect or any adverse change or any
development including a prospective adverse change after
the date of the Underwriting Agreement the assets, liabilities,
financial position, frading results, profits, forecasts, losses,
prospects, business or operations of the Company or ifs
subsidiaries, including, without limitatfion, if any forecast in the
Prospectus becomes incapable of being met or in the
Underwriter’'s reasonable opinion, unlikely to be met in the
projected fime;

(Error in due diligence results): it transpires that any of the due
diligence results or any part of the verification materials was
false, misleading or deceptive or that there was an omission
from them;

(Significant change): a "new circumstance" as referred to in
section 719(1) of the Corporations Act arises that is materially
adverse from the point of view of an investor;

(Public statements): without the prior approval of the
Underwriter a public statement is made by the Company in
relation to the Offer or the Prospectus other than in
accordance with the Underwriting Agreement;

(Misleading information): any information supplied at any time
by the Company or any person on its behalf to the Underwriter
in respect of any aspect of the Offer or the Issue or the affairs of
the Company or any of its subsidiaries is or becomes misleading
or deceptive or likely to mislead or deceive;

(Official Quotation qualified): the official quotation by ASX is
qualified or conditional other than as set out in the definition of
"Official Quotation”;

(Change in Act or policy): there is infroduced, or there is a
public announcement of a proposal to introduce, into the
Parliaoment of Australia or any of its States or Territories any Act
or prospective Act or budget or the Reserve Bank of Australia or
any Commonwealth or State authority adopts or announces a
proposal to adopt any new, or any major change in, existing,
monetary, taxation, exchange or fiscal policy;

(Prescribed Occurrence). a Prescribed Occurrence (as defined

in the Underwriting Agreement) occurs, other than as disclosed
in the Prospectus;
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(xi)

(xiii)

(xiv)

(xv)

xvi)

(xvii)

(xviii)

(xix)

(xx)

(xxi)

(xxii)

(xxiii)

(Xxiv)

(Suspension of debt payments): the Company suspends
payment of its debts generally;

(Event of Insolvency). an Event of Insolvency (as defined in the
Underwriting Agreement) occurs in respect the Company or
any of its subsidiaries;

(Judgment against the Company or any of its subsidiaries): a
judgment in an amount exceeding $100,000 is obtained against
the Company or any of its subsidiaries and is not set aside or
satisfied within 7 days;

(Litigation):  litigation, arbifration, administrative or industrial
proceedings are after the date of this Agreement commenced
or threatened against the Company or its subsidiaries, other
than any claims foreshadowed in the Prospectus (when read
together with any Supplementary Prospectus);

(Board and senior management composition): there is a
change in the composition of the Board or a change in the
senior management of the Company before completion of the
Offer without the prior written consent of the Underwriter whose
consent shall not be unreasonably withheld;

(Change in shareholdings): there is a material change in the
major or controlling shareholdings of the Company or any of its
subsidiaries or a takeover offer or scheme arrangement
pursuant to Chapter 5 or 6 of the Corporations Act is publicly
announced in relation to the Company or any of its subsidiaries;

(Timetable): there is a delay in any specified date in the
Timetable due to the neglect or default of the Company which
is greater than 5 Business Days;

(Force Majeure): a Force Majeure (as defined in the
Underwriting Agreement) affecting the Company's business or
any obligation under the Underwriting Agreement lasting in
excess of 7 days occurs;

(Certain resolutions passed): the Company or any of ifs
subsidiaries passes or takes any steps to pass a resolution under
section 254N, section 257A or section 260B of the Corporations
Act or a resolution to amend its constitution without the prior
written consent of the Underwriter;

(Capital Structure):. the Company or any of its subsidiaries alters
its capital structure in any manner not contemplated by the
Prospectus;

(Breach of Material Contracts): any of the material contracts
are terminated or substantially modified;

(Investigation): any person is appointed under any legislation in
respect of the companies to investigate the affairs of the
Company; or

(Market Conditions): a suspension or material limitation in
tfrading generally on ASX occurs or any material adverse
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74

change or disruption occurs in the existing financial markets,
political or economic conditions of Australia, Japan, the United
Kingdom, the United States of America or other international
financial markets.

The Underwriting Agreement also contains a number of indemnities,
representations and warranties from the Company to the Underwriter that are
considered standard for an agreement of this type.

Disclosure of Underwriter and Sub-Underwriter Voting Power

As set out above, the Offer is fully underwritten by Patersons Securities Limited
(Underwriter). The Underwriter currently has a relevant interest in 0.82% Shares in
the Company.

If the Underwriter was required to acquire all of the Shares offered pursuant to
the Offer, the Underwriter could increase its relevant interest in the Company
from 0.82% to 9.08%, assuming that the Underwriter does not increase its holding
in the Company prior to the close of the Offer.

The Underwriter has advised the Company that it has entered intfo sub-
underwriting agreements with a number of sub-underwriters to sub-underwrite its
obligations under the Underwriting Agreement for the Shortfall Shares and
Options.

Mr John Conidi and Mr Dominik Kucera, both Directors of the Company, through
entities in which they are individually associated, have advised the Company
that they have, or will, enter info sub-underwriting agreements with the
Underwriter to sub-underwrite a portion of the Shortfall. Other than Mr Conidi
and Mr Kucera, none of the remaining sub-underwriters are related parties of the
Company.

Mr Conidi (and his associated entities) currently has a relevant interest in 9.54% of
the Company’s Shares as at the date of this Prospectus and Mr Kucera (and his
associated entities) currently has a relevant interest in 0.18% of the Company’s
Shares as at the date of this Prospectus. In the event that Mr Conidi and Mr
Kucera take up their full Enfittement and are required to apply for their full sub-
underwriting commitment, they may each increase their respective interests in
the Company to 10.35% and 0.6%.

The Underwriter has advised the Company that neither the Underwriter nor any
of its sub-underwriters, individually, will have a voting power in the Company in
excess of 20% and that none of the Underwriter or any of its sub-underwriters will
acquire a substantial interest in the Company by way of sub-underwriting the
Offer. The Underwriter has further advised the Company that it expects that its
relevant interest in the Company upon completion of the Offer will remain less
than 10%.

Directors’ interests

Other than as set out below or elsewhere in this Prospectus, no Director nor any
firm in which such a Director is a partner, has or had within 2 years before the
lodgement of this Prospectus with the ASIC, any interest in:

(o))} the formation or promotion of the Company;

) property acquired or proposed to be acquired by the Company in
connection with its formation or promotion or the Offer pursuant to this
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Prospectus; or
© the Offer pursuant to this Prospectus,

and no amounts have been paid or agreed to be paid (n cash or Shares or
otherwise) to any Director or to any firm in which any such Director is a partner,
either to induce him to become, or to qualify him as, a Director or otherwise for
services rendered by him or by the firm in connection with the formation or
promotion of the Company or Offer pursuant to this Prospectus.

Directors’ interests in securities of the Company at the date of this Prospectus
are:

Name Shares Options Entitlement
John Condi 26,576,332 Nil 2,416,031
Dominik Kucera 500,000 Nil 45,455
Andrew Harrison 13,400,001 5,000,000 1.218,181
Steven Sewell 100,000 Nil 9,091

The Constitution of the Company provides that the non-executive Directors may
be paid for their services as Directors, a sum not exceeding such fixed sum per
annum as may be determined by the Company in general meeting, to be
divided among the Directors and in default of agreement then in equal shares.
The Company paid to the Directors a total of $283,181 the year ended 30 June
2008 and $509.,831 for the year ended 30 June 2009. In addition to the above,
the Directors have been paid fees totalling $139.455 from the end of the
previous financial year until the date of this Prospectus. Directors, companies
associated with the directors or their associates are also reimbursed for all
reasonable expenses properly incurred in the course of conducting their duties
which include, but are not in any way limited to, out of pocket expenses,
fravelling expenses, disbursements made on behalf of the Company and other
miscellaneous expenses.

As outlined in Section 7.3 above, Mr John Conidi and Mr Dominik Kucera have,
or will, enfer intfo sub-underwriting agreements with the Underwriter. As sub-
underwriters, Mr Conidi and Mr Kucera will be entitled to a fee on the amount of
any Securities that they are required to apply for under their sub-underwriting
agreements,

Interests and Consents of Experts and Advisers

Other than as set out below or elsewhere in this Prospectus, no expert,
underwriter, promoter or any other person named in this Prospectus as
performing a function in a professional advisory or other capacity in connection
with the preparation or distribution of the Prospectus, nor any firm in which any
of those persons is or was a partner, nor any company with which any of those
persons is or was associated, has or had within 2 years before the lodgement of
this Prospectus with the ASIC, any interest in:

(a) the formation or promotion of the Company; or
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) property acquired or proposed to be acquired by the Company in
connection with its formation or promotion or the Offer of securities
pursuant to this Prospectus; or

© the Offer of securities pursuant to this Prospectus,

and no amounts have been paid or agreed to be paid (n cash or Shares or
otherwise) to any expert, underwriter, promoter or any other person named in
this Prospectus as performing a function in a professional advisory or other
capacity in connection with the preparation or distribution of this Prospectus, or
to any firm in which any of those persons is or was a partner, or to any company
with which any of those persons is or was associated, for services rendered by
that person, or by the firm or the company, in connection with the formation or
promotion of the Company or the Offer pursuant to this Prospectus.

Pursuant to Section 716 of the Corporations Act, Patersons Securities Limited has
given and has not withdrawn its consent to being named as Underwriter to the
Offer in the Corporate Directory of this Prospectus and to being appointed and
named as the Nominee in the form and context in which it is named. Patersons
Securities Limited has not caused or authorised the issue of this Prospectus, does
not make or purport to make any statement in this Prospectus and takes no
responsibility for any part of this Prospectus.

Patersons Securities Limited will be paid an underwriting fee of approximately
$50,621, a $30,000 management fee in respect of this Offer and will be entitled
to a charge brokerage of 1.5% or $2,500 (whichever is greater) on all securities
sold in its capacity as the Nominee. In the past two years, Patersons Securities
Limited has been paid fees totalling $185,000 by the Company.

Pursuant to Section 716 of the Corporations Act, Steinepreis Paganin has given,
and has not withdrawn its consent to being named as Solicitors to the Company
in the Corporate Directory of this Prospectus in the form and context in which it is
named. Steinepreis Paganin has not caused or authorised the issue of this
Prospectus, does not make or purport to make any statement in this Prospectus
and takes no responsibility for any part of this Prospectus.

Steinepreis Paganin act as solicitors to the Company. Steinepreis Paganin will be
paid approximately $10,000 for services in relation to this Prospectus.

Pursuant to Section 716 of the Corporations Act, BDO Kendalls Audit & Assurance
(NSW-Vic) Pty Ltd has given, and has not withdrawn its consent to being named
as Auditors to the Company in the Corporate Directory of this Prospectus in the
form and context in which it is named and to the inclusion of the reference to its
Audit sign off in Section 6.2.1. BDO Kendalls Audit & Assurance (NSW-Vic) Pty Ltd
has not caused or authorised the issue of this Prospectus, does not make or
purport to make any statement in this Prospectus and takes no responsibility for
any part of this Prospectus.

Legal Proceedings

There is no litigation, arbitration or proceedings pending against or involving the
Company as at the date of this Prospectus.

Estimated Expenses of Offer

In the event that the Offer is fully subscribed, the estimated expenses of the Offer
are as follows:
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7.8

7.9

$

ASIC fees 2,010
ASX fees 23,062
Underwriting fees 50,621
Management fees 30,000
Brokerage 2,500
Legal expenses 10,000
Prinfing and registry expenses 10,500
Other expenses 6,307
Total 135,000

Market Price of Shares

The Company is a disclosing entity for the purposes of the Corporations Act and
its Shares are enhanced disclosure securities quoted on ASX.

The highest and lowest market sale prices of the Company’s Shares on ASX
during the three months immediately preceding the date of lodgement of this
Prospectus with the ASIC and the respective dates of those sales were:

Highest: $0.062 on 24 and 27 July 2009
Lowest: $0.04 on 5 October 2009

The latest available closing sale price of the Company’s Shares on ASX prior to
the lodgement of this Prospectus with the ASIC was $0.049 on 14 October 2009.

Electronic Prospectus

Pursuant to Class Order 00/044, the ASIC has exempted compliance with certain
provisions of the Corporations Act to allow distribution of an electronic
prospectus and electronic application form on the basis of a paper prospectus
lodged with the ASIC, and the publication of notices referring to an electronic
prospectus or electronic application form, subject to compliance with certain
conditions.

If you have received this Prospectus as an electronic Prospectus, please ensure
that you have received the entire Prospectus accompanied by the application
form. If you have not, please phone the Company and the Company will send
you, for free, either a hard copy or a further electronic copy of the Prospectus,
or both.

The Company reserves the right not to accept an application form from a
person if it has reason o believe that when that person was given access to the
electronic application form, it was not provided together with the electronic
Prospectus and any relevant supplementary or replacement prospectus or any
of those documents were incomplete or altered.
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8.1

AUTHORITY OF DIRECTORS

Directors’ Consent

Each of the Directors of Capitol Health Limited has consented to the lodgement

of this Prospectus with the ASIC in accordance with Section 720 of the
Corporations Act.

Dated the 15t day of October 2009

|
Signed for and on behalf of
Capitol Health Limited
Mr John Conidi
Managing Director
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DEFINITIONS

Applicant means a Shareholder or Underwriter or other party instructed by the
Underwriter who applies for Securities pursuant to the Offer,

ASIC means the Australian Securities and Investments Commission.

ASTC Settlement Rules means the settlement rules of the securities clearing house
which operates CHESS.

ASX means the ASX Limited (ACN 008 624 691).
Auditor means BDO Kendalls Audit & Assurance (NSW-Vic) Pty Ltd.
Board means the board of Directors unless the context indicates otherwise.

Business Day means a day on which trading takes place on the stock market of
ASX.

Closing Date means the closing date of the Offer, being 5.00pm (EST) on 13
November 2009 (unless extended).

Company means Capitol Health Limited (ACN 117 391 812).

Constitution means the Company’s Constitution as at the date of this Prospectus.
Corporations Act means the Corporations Act 2001(Cth).

Directors means the directors of the Company at the date of this Prospectus.
Dollar or “$” means Australian dollars.

Entitlement means the entitiement of a Shareholder who is eligible to participate
in the Offer.

Entitlement and Acceptance Form means the entitlement and acceptance form
either attached to or accompanying this Prospectus.

EST means Eastern Daylight Saving Time as observed in Victoria, Australia.

Issue means the issue of Shares offered by this Prospectus.

Listing Rules or ASX Listing Rules means the Listing Rules of the ASX.

Nominee means Patersons Securities Limited.

Offer means the pro-rata renounceable entitlement offer pursuant to the
Prospectus of one (1) new Share for every eleven (11) Shares held by a
Shareholder on the Record Date together with one (1) free Option for each new

Share issued to raise $1,012,423.

Offer Period means the period commencing on the Opening Date and ending
on the Closing Date.

Official List means the official list of ASX.
Option means an option to acquire a Share.

Prospectus means this prospectus.
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Quotation and Official Quotation means official quotation on ASX.

Record Date means 5.00pm (EST) on 26 October 2009.

Related Corporation has the meaning given to that term in the Corporations Act.
Securities means Shares and Options.

Share means a fully paid ordinary share in the capital of the Company.
Shareholder means a shareholder of the Company.

Shorifall means those Securities under the Offer not applied for by Shareholders
under their Entitlement.

Shorifall Application Form means the shortfall application form attached to or
accompanying this Prospectus.

Underwriter means Patersons Securities Limited (ABN 69 008 896 311).
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SHORTFALL APPLICATION FORM

CAPITOL HEALTH LIMITED
ACN 117 391 812
REGISTERED OFFICE: Level 1 SHARE REGISTRY: Computershare Investor Services Pty Ltd
952-960 Mount Alexander Road GPO Box 52
ESSENDON VIC 3040 MELBOURNE VIC 8060

Tel: (03) 83836515 Fax: (03) 9370 0336
APPLICANT’S DETAILS:

Full name (PLEASE PRINT)

Title, Given Name(s) & Surname or Company Name

Joint Applicant #2 or <designated account>

Joint Applicant #3 or <designated account>

Postal Address (PLEASE PRINT)

Street Number Street
Suburb/Town State Post Code
ABN, Tax File Number or Exemption Applicant #2 Applicant #3

CHESS HIN or Existing SRN (where
applicable)

Number of Shares applied for Application Money enclosed at $0.04 per Share

Please note that participants in the Shortfall will receive one (1) free Option for every one (1) Share allotted and issued pursuant to the Shortfall.

I/'We whose full name(s) and address appear above hereby apply for the number of Shares and Options shown above (to be allocated to me/us by the Company in respect of this
Application) under the Prospectus on the terms set out in the Prospectus.

Cheque Details:

PLEASE ENTER Drawer Bank BSB or Branch Amount
CHEQUE
DETAILS

THANKYOU

My/Our contact numbers in the case of inquiry are:

Telephone () «vvvvvvei et Fax( ) oeovnnii

NOTE:  Cheques should be made payable to “Capitol Health Limited — Trust Account”, crossed “NOT NEGOTIABLE” and forwarded to the address outlined on the back of this
Shortfall Application Form to arrive no later than 5.00 pm EST on that date which is 3 months after the Closing Date (or such earlier date as directed by the
Company).

Declaration

This Shortfall Application Form does not need to be signed. By lodging this Shortfall Application Form and a cheque for the application money this Applicant hereby:

(1) applies for the number of Shares and Options specified in the Shortfall Application Form or such lesser number as may be allocated by the Directors;

(2) agrees to be bound by the constitution of the Company; and

(3) authorises the Directors to complete or amend this Shortfall Application Form where necessary to correct any errors or omissions.



INSTRUCTIONS TO APPLICANTS

Please post or deliver the completed Shortfall Application Form together with a cheque to the share registry of the Company. If an Applicant has any questions on how
to complete this Shortfall Application Form, please telephone the Company. The Form must be received by the Share Registry no later than 5.00pm on the date
which is 3 months after the Closing Date (or such earlier date as directed by the Company).

A

Application for Shares and Options
The Shortfall Application Form must only be completed in accordance with instructions included in the Prospectus.

Name of Applicant
Write the Applicant's FULL NAME. This must be either an individual's name or the name of a company. Please refer to the bottom of this page for the correct
form of registrable title. Applications using the incorrect form of registrable title may be rejected.

Name of Joint Applicants or Account Designation
If JOINT APPLICANTS are applying, up to three joint Applicants may register. If applicable, please provide details of the Account Designation in brackets.
Please refer to the bottom of this page for instructions on the correct form of registrable title.

Address
Enter the Applicant’s postal address for all correspondence. If the postal address is not within Australia, please specify Country after City/Town.

Contact Details
Please provide a contact name and daytime telephone number so that the Company can contact the Applicant if there is an irregularity regarding the Shortfall
Application Form.

CHESS HIN or existing SRN Details

The Company participates in CHESS. If the Applicant is already a participant in this system, the Applicant may complete this section with their existing CHESS
HIN. If the applicant is an existing shareholder with an Issuer Sponsored account, the SRN for this existing account may be used. Otherwise leave the section
blank and the Applicant will receive a new Issuer Sponsored account and statement.

Cheque Details
Make cheques payable to “Capitol Health Limited — Trust Account” in Australian currency and cross them “Not Negotiable”. Cheques must be drawn on an
Australian Bank. The amount of the cheque should agree with the amount shown on the Shortfall Application Form.

Declaration

By completing the Shortfall Application Form, the Applicant will be taken to have made to the Company the declarations and statements therein. The Shortfall
Application Form does not need to be signed.

If a Shortfall Application Form is not completed correctly, or if the accompanying payment is for the wrong amount, it may still be accepted. Any decision of the
Directors as to whether to accept a Shortfall Application Form, and how to construe, amend or complete it, shall be final. A Shortfall Application Form will not
however, be treated as having offered to subscribe for more Shares and Options than is indicated by the amount of the accompanying cheque.

Forward your completed application together with the application money to:

Note that ONLY legal entities are allowed to hold securities. Shortfall Application Forms must be in the name(s) of a natural person(s), companies or other legal entities
acceptable to the Company. At least one full given name and the surname is required for each natural person. Shortfall Application Forms cannot be completed by

Capitol Health Limited
PO Box 272
ESSENDON VIC 3040

CORRECT FORMS OF REGISTRABLE TITLE

persons under 18 years of age. Examples of the correct form of registrable title are set out below.

Type of Investor

Correct Form of Registration

Incorrect Form of Registration

Individual  Use given names in full, not initials Mr John Alfred Smith J A Smith

Company  Use the company’s full title, not abbreviations ABC Pty Ltd ABCP/LL or ABCCo
Joint Holdings Mr Peter Robert Williams & Peter Robert &

Use full and complete names Ms Louise Susan Williams Louise S Williams

Trusts Mrs Susan Jane Smith Sue Smith Family Trust

Use the trustee(s) personal name(s).

<Sue Smith Family A/C>

Deceased Estates Ms Jane Mary Smith & Estate of late John Smith
Use the executor(s) personal name(s). Mr Frank William Smith or
<Est John Smith A/C> John Smith Deceased
Minor (a person under the age of 18) Mr John Alfred Smith Master Peter Smith
Use the name of a responsible adult with an appropriate designation. <Peter Smith A/C>
Partnerships Mr John Robert Smith & John Smith and Son
Use the partners personal names. Mr Michael John Smith
<John Smith and Son A/C>
Long Names. Mr John William Alexander Mr John W A Robertson-Smith
Robertson-Smith
Clubs/Unincorporated Bodies/Business Names Mr Michael Peter Smith ABC Tennis Association
Use office bearer(s) personal name(s). <ABC Tennis Association A/C>
Superannuation Funds Jane Smith Pty Ltd Jane Smith Pty Ltd

Use the name of the trustee of the fund.

<Super Fund A/C>

Superannuation Fund






