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Private and Confidential 

The Directors 

Advanced Health Limited 

90 Florence Ribeiro Avenue 

Muckleneuk, Pretoria 

0002  

 

18 January 2022 

Dear Sirs / Mesdames 

FAIRNESS OPINION TO ADVANCED HEALTH LIMITED IN RESPECT OF A LOAN AGREEMENT FROM 
EENHEDE KONSULTANTE PROPRIETARY LIMITED WHICH CONSTITUTES A RELATED PARTY 
AGREEMENT  

Introduction 

Advanced Health Limited (“Advanced Health” or the “Company”) holds 59.66% shareholding in PresMed Australia 
(Pty) Ltd (“PMA”). PMA is embarking on a capital raising involving securing a certain amount of capital from its 
shareholders and the board of directors of Advanced Health (the “Board” or “Directors”) approved the 
subscription by the Company for an additional 119 411 PMA ordinary shares (“PMA Shares”) at a subscription price 
of AU$37,75 per share at a total consideration of AU$4,507,826, in order to maintain its majority shareholding in 
PMA (“Subscription”). 

In order to participate in the capital raise Advanced Health, together with its 100% owned subsidiary, Advanced 
Health South Africa Proprietary Limited (“AHSA”), have entered into a new loan agreement with Eenhede 
Konsultante Proprietary Limited (“Eenhede”). Eenhede has agreed to provide the loan funding to Advanced Health 
in terms of a loan agreement (“Loan Agreement”) to be concluded between, Eenhede (as lender), Advanced 
Health (as the borrower) and AHSA (AHSA has agreed to service the loan on behalf of the Borrower as and when 
the liabilities fall due). The terms of the loan funding are as follows: 

• Loan Amount: AU$4,507,826 (c.ZAR49 986 380.95 using the closing ZAR:AU$ exchange rate of 

ZAR11.09:AU$1.00 on 17 January 2022 per Refinitiv); 

• Term: five years; 

• Rate: 25 basis points above the prime lending rate in South Africa, being an annual interest rate equal to 

the prime rate of interest quoted by ABSA Bank Limited; 

• Effective Date: fulfilment of last of the conditions precedent; 

• Interest:  interest is calculated on a daily basis on the outstanding balance and is calculated on a 365-day 

year, irrespective of whether it is a leap year. Interest shall be charged by the Lender monthly in arrears 

and shall be treated as follows - 

• interest on an amount equal to 70% of the Loan Amount, shall be payable by the Borrower to the 

Lender annually on the anniversary of the Effective Date, subject thereto that the Borrower has at 

that time received dividends on the PMA Shares. The Borrower shall not pay any accrued interest on 

70% of the Loan Amount if the Borrower has not yet received dividend on the PMA Shares; 
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• interest on an amount equal to 30% of the Loan Amount shall be capitalised up to the first anniversary 

of the Effective Date and shall be payable by the Borrower in 12 equal monthly instalments to the 

Lender from the date of the second anniversary of the Effective Date; 

• any accrued interest not paid by the Borrower up to the second anniversary of the Effective Date 

shall be paid in equal monthly instalments over the remaining 36 months of the Loan  

• The AHSA board of directors and the Advanced Health board of directors have agreed that should it 

become clear during the Loan Term that AHSA is no longer in a position to service the Loan Agreement on 

behalf of Advanced Health, as and when the liabilities fall due, Advanced Health will consider selling the 

119 411 PMA ordinary shares; and 

• Eenhede will have a first right of refusal, in the event that Advanced Health wishes to dispose of 30% of 

the 119 411 PMA ordinary shares. 

(“Loan”). 

Additionally, Advanced Health will pledge the PMA Shares to Eenhede as security in terms of a Pledge and Cession 
of Shares Agreement.  

The loan funding as set out herein is additional to the credit facility advanced to Advanced Health as working 
capital in accordance with the provisions of the Credit Facility Agreement concluded on 18 April 2018, and 
addenda thereto, and the loan funding as set out herein will have no impact on such Credit Facility Agreement.  

Fairness opinion required in terms of the JSE Listings Requirements 

Mr. CA Grillenberger is the Chairman of the board of directors of Advanced Health (“Board” or “Directors”) as 

well a material shareholder in Advanced Health through Eenhede. The Loan constitutes a related party agreement 

in terms of section 10 of the JSE Limited (“JSE”) Listings Requirements (“Listings Requirements”). Since Advanced 

Health is listed on the Alternative Stock Exchange (“Alt-X”) operated by the JSE, the requirements as set out in 

section 10.7 will be subject to section 21.12 of the Alt-X Listing Requirements.  

In terms of section 10.7 of the Listing Requirements the Board is required to provide the JSE with written 

confirmation from an independent professional expert confirming that the terms of the Loan are fair insofar as 

the shareholders of Advanced Health (“Shareholders”) are concerned (the “Fairness Opinion” or “Opinion”).  

BDO Corporate Finance Proprietary Limited (“BDO Corporate Finance”) has been appointed as the independent 

professional expert by the Directors in respect of the Loan. 

Responsibility 

Compliance with the Listings Requirements is the responsibility of the Directors. Our responsibility is to report to 

the Directors and shareholders of Advanced Health on the fairness of the terms of the Loan.  

Explanation as to how the term “fair” applies in the context of the Loan 

Schedule 5.7 of the Listings Requirements states that the “fairness” of a transaction is based on quantitative 

issues. A transaction will generally be considered fair to a company’s shareholders if the benefits received by 

shareholders, as a result of a corporate action, are equal to or greater than the value ceded by a company. 

The Loan would be considered fair to shareholders of Advanced Health if the terms and conditions of the Loan 

are the same as or more favourable to Advanced Health than market-related terms and conditions, or not fair if 

terms and conditions of the Loan are less favourable to Advanced Health than market-related terms and 

conditions. 

As the nature of the transaction does not entail the acquisition or disposal of an asset, but rather the raising of a 

loan, a value cannot be attributed to the Loan as would be done for a business, i.e. a discounted cash flow 

valuation. Therefore we have given due consideration to whether the terms of the Loan are fair in the 

circumstances as if Advanced Health and the related party were dealing at arm’s length, i.e. whether the terms 

of Loan are on normal commercial terms and are not prejudicial to the interests of Advanced Health and its 

shareholders. The following factors were considered in assessing the reasonableness of the Loan: 

• The rationale for entering into the Loan; 

• Market related terms and conditions.  
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Details and sources of information 

In arriving at our Opinion, we have relied upon the following principal sources of information:  

• Audited annual financial statements of Advanced Health for the years ended 30 June 2020 and 2021; 

• Loan Agreement, dated 18 January 2022 and Pledge and Cession of Shares Agreement dated 18 January 

2022;  

• Credit Facility Agreement between Eenhede and Advanced Health effective 29 August 2017; and 

• Terms and conditions of market-related credit facility agreements entered into by South African financial 

institutions based on a sample of securities lending documents reviewed and quotes received. 

The information above was secured from: 

• Directors and management of Advanced Health and their advisors; and 

• Third party sources, including information related to publicly available economic, market and other data 

which we considered applicable to, or potentially influencing Advanced Health.  

Procedures and consideration 

In arriving at our Opinion, we have undertaken the following procedures and taken into account the following 

factors in evaluating the fairness of the Loan: 

• Reviewed the terms and conditions of the Loan Agreement and Pledge and Cession of Shares Agreement; 

• Held discussions with the management of Advanced Health as to the rationale for the Loan and assessed 

the prevailing economic and market conditions and trends in the healthcare facilities & services sector; 

• Compared the terms and conditions of the Loan to the terms and conditions of securities lending facilities 

offered by South African financial institutions; and 

• Where relevant, representations made by management and/or directors of Advanced Health were 

corroborated to source documents. 

Assumptions 

We arrived at our opinion based on the following assumptions: 

• That the agreements that are to be entered into in terms of the Loan will be legally enforceable; and 

• That the Loan will have the legal, accounting and taxation consequences described in discussions with, 

and materials furnished to us by representatives and advisors of Advanced Health. 

Appropriateness and reasonableness of underlying information and assumptions  

We satisfied ourselves as to the appropriateness and reasonableness of the information and assumptions employed 

in arriving at our opinion by: 

• Determining the extent to which representations from management were confirmed by documentary 

evidence as well as our understanding of Advanced Health and the economic environment in which the 

Company operates. 

Limiting conditions 

This opinion is provided to the Directors and Shareholders of Advanced Health in connection with and for the 

purposes of the Loan. The Opinion does not purport to cater for each individual Shareholder’s perspective, but 

rather that of the general body of Shareholders. 

Individual Shareholder’s decisions regarding the Loan may be influenced by such Shareholder’s particular 

circumstances and accordingly individual Shareholders should consult an independent advisor if in any doubt as 

to the merits or otherwise of the Loan. 

We have been neither a party to the negotiations entered into in relation to the Loan nor have we been involved 

in the deliberations leading up to the decision on the part of the Company to enter into the Loan. 

We do not, by this letter or otherwise, advise or form any judgement on the strategic, commercial or financial 

merits or risks of the Loan. All such evaluations, advice, judgements or comments remain the sole responsibility 

of the Directors and their advisors. We have however, drawn upon such evaluations, judgements and comments 

as we deem necessary and appropriate in arriving at our opinion. 
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The scope of our appointment does not require us to express, and nor do we express, a view on the future growth 

prospects, earnings potential or value of shares. We do not express any view as to the price at which shares may 

trade nor on the future value, financial performance or condition of Advanced Health. 

Independence  

We confirm that we have no direct or indirect interest in Advanced Health or the Loan. We also confirm that we 

have the necessary qualifications and competence to provide the Fairness Opinion on the Loan. 

Furthermore, we confirm that our professional fees, payable in cash, are not contingent upon the success of the 

Loan. 

Comparison of the terms and conditions of the Loan to the terms and conditions of market related 

securities lending facilities offered by South African financial institution 

BDO Corporate Finance contacted a number of financial institutions regarding prevailing rates for securities 

lending for companies with similar size as Advanced Health on a ‘no-names basis’. The quotes assume positive 

earnings and cash flows and ability to service the debt and range from prime plus 2% to prime plus 5% with an 

average of prime plus 3%.  

We note that Advanced Health made a profit R24.4 million for the year ended 30 June 2021. The Company’s book 

value of debt is currently R147.6 million and its equity value amounts to R192.7 million (based on a closing share 

price of 39 cents per share on 08 December 2021), which indicates a gearing ratio of 76.6% which is above market 

norms.  

The security for the Loan comprises the 119, 411 ordinary shares in PresMed. Financial institutions don’t consider 

shares in private companies as qualifying security in terms of Basel III.  

In our opinion, and in line with the quotes received, we don’t expect that Advanced Health would be able to 

obtain financing from a financial institution in the market for a similar quantum with the same security. In the 

event that a similar securities lending facility were to be obtained, this would be priced at in excess of 3-month 

Johannesburg Interbank Average Rate (“JIBAR”) (currently 3.7%) plus 450 basis points (8.2%). The terms and 

conditions of the Loan are therefore more favourable to Advanced Health than market related terms and 

conditions for a comparable facility. 

Opinion 

BDO Corporate Finance has considered the terms and conditions of the Loan and, based on and subject to the 

conditions set out herein, is of the opinion that the terms and conditions of the Loan are more favourable to 

Advanced Health than market related terms and conditions and therefore the Loan is fair to Shareholders. 

Our opinion is necessarily based upon the information available to us up to 17 January 2022, including in respect 

of the financial information as well as other conditions and circumstances existing and disclosed to us. We have 

assumed that all conditions precedent, including any material regulatory and other approvals or consents required 

in connection with the Loan have been fulfilled or obtained.  

Accordingly, it should be understood that subsequent developments may affect this opinion, which we are under 

no obligation to update, revise or re-affirm. 

Yours faithfully 

 
 

 

 

 

BDO CORPORATE FINANCE PROPRIETARY LIMITED 

Nick Lazanakis 

Director  

 

 


