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The terms and conditions of this notice is applicable to Third Party Recipients (i.e. any party that is not EY's Client who engaged EY to undertake the
work).

Ernst & Young (“EY") was engaged on the instructions of WA Department of Health to undertake an analysis of the WA aged care market, in accordance with the
contract dated 19 September 2024.

The results of EY's work, including the assumptions and qualifications made in preparing the report, are set out in EY's report dated 19 December 2024
("Report"). The Report should be read in its entirety including the transmittal letter, the applicable scope of the work and any limitations. A reference to the
Report includes any part of the Report.

EY has prepared the Report for the benefit of the Client and has considered only the interest of the Client. EY has not been engaged to act, and has not acted, as
advisor to any other party. Accordingly, EY makes no representations as to the appropriateness, accuracy o r completeness of the Report for any other party's
purposes.

Our work commenced on 10 September 2024 and was completed on 19 December 2024. No further work has been undertaken by EY since the date of the
Report to update it. Therefore, our Report does not take account of events or circumstances arising after 19 December 2024 and we have no responsibility to
update the Report for such events or circumstances arising after that date.

No reliance may be placed upon the Report or any of its contents by any party other than the Client (“Third Party Recipients” or "you™). Any Third Parties
receiving a copy of the Report must make and rely on their own enquiries in relation to the issues to which the Report relates, the contents of the Report and all
matters arising from or relating to or in any way connected with the Report or its contents. EY disclaims all responsibility to any Third Party Recipients for any
loss or liability that the Third Party Recipients may suffer or incur arising from or relating to or in any way connected with the contents of the Report, the
provision of the Report to the Third Party Recipients or the reliance upon the Report by the Third Party Recipients.

No claim or demand or any actions or proceedings may be brought against EY arising from or connected with the contents of the Report or the provision of the
Report to the Third Party Recipients. EY will be released and forever discharged from any such claims, demands, actions or proceedings. In preparing this
Report EY has considered and relied upon information provided to us by the Client and other stakeholders engaged in the process and other public and private
sources believed to be reliable and accurate. EY has not been informed that any such information supplied to EY, or obtained from public and private sources,
was false or that any material information has been withheld from EY. EY does not imply, and it should not be construed that EY has performed an audit,
verification or due diligence procedures on any of the information provided to us. EY has not independently verified, nor accept any responsibility or liability for
independently verifying, any such information nor does EY make any representation as to the accuracy or completeness of the information. Neither EY nor any
member or employee thereof undertakes responsibility in any way whatsoever or liability for any loss or damage to any person in respect of errors in this Report
arising from incorrect information provided to EY.

Modelling work performed as part of our scope inherently requires assumptions about future behaviours and market interactions, which may result in forecasts
that deviate from future conditions. There will usually be differences between estimated and actual outcomes, because events and circumstances frequently do
not occur as expected, and those differences may be material. EY takes no responsibility that the projected outcomes will be achieved. EY highlights that the
analysis included in this Report does not constitute investment advice or a recommendation to you on a future course of action. EY provides no assurance that
the scenarios that have been modelled will be accepted by any relevant authority or third party. The main scenario modelled is an estimated range of the
number of additional residential aged care beds that will be needed to meet demand over the forecast period.
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The terms and conditions of this notice is applicable to Third Party Recipients (i.e. any party that is not EY's Client who engaged EY to undertake the
work).

Readers are advised that the outcomes provided are based on many detailed assumptions underpinning the scenarios, and the key assumptions are described in
the Report. These assumptions were selected by the Client. The modelled scenarios represent estimated future demand for residential aged care, and it must be
acknowledged that many alternative futures exist. Alternative futures beyond those presented have not been evaluated as part of this Report.

During the course of our work, we have also relied upon the following sources of information:

» Meetings and Discussion with the WA DoH

» Stakeholder engagement sessions with WA Residential Aged Care (“RAC") providers

» Desktop analysis of the WA aged care sector including but not limited to sources published by the Department of Health and Aged Care and the Australian
Bureau of Statistics (“"ABS")

» Refer to Appendix Section 1, Data sources used for analysis, for a detailed data sources breakdown
Our work has been limited for the following reasons:

» Our work consisted primarily of analytical procedures applied to the data and information and explanations provided to us. We relied on data and information
provided to us and on enquiries and discussions with the Department and the participating RAC providers. We were not be in a position to verify the accuracy
of the data or the information and explanations provided to us.

* Tothe extent that as part of the engagement we used publicly available information or other third-party sources, we will not verify the accuracy, reliability or
completeness of such information or sources. However, we will consider whether such information is, in general terms, consistent with other information that
we use and our own experience in the sector.

Whilst each part of our Report addresses different aspects of our work, the entire Report should be read for a full understanding of our findings and advice.
The analysis and Report do not constitute a recommendation on a future course of action.

EY has consented to the Report being published electronically on the Client's websites for informational purposes only. EY has not consented to distribution or
disclosure beyond this. The material contained in the Report, including the EY logo, is copyright. The Report, including the EY logo, cannot be altered without
prior written permission from EY.

EY's liability is limited by a scheme approved under Professional Standards Legislation.



Table of Contents

1 Executive summary Page 7
2 Overview of WA aged care market Page 11
3 Demand and supply of aged care beds Page 18
4 Investment in new aged care beds Page 25
5 Appendices Page 30

EY



Page 7

Executive summary

Copyright © 2023 Ernst & Young Australia. All Rights Reserved. Liability limited by a scheme approved under Professional Standards Legislation

EY



Executive Summary

Purpose of this report Overview

EY has been engaged by the Department to confirm The purpose of this report is as follows:
whether there are short-term and/or long-term supply

shortages of residential aged care beds » Undertake a market analysis of the Western Australian aged care market, looking at current and forecast demand for aged care in Western

Australia ("WA™). This includes demographic analysis to identify pressure points in the market;

» Analysis of the supply of aged care in WA to understand where new beds have come online, and to explore whether there are reasons as to why
supply has not kept pace with demand.

Methodology Process and methodology
We engaged with specific datasets and engaged directly In forming our advice, we undertook the following:

with the aged care sector to inform our analysis. » Detailed analysis of demand (demographic) and supply (number of beds) by Statistical Areas 3 (“SA3") to understand whether, based on historical

and known demand for residential aged care by age bracket (85+, 74-85, <74), there appears to be a current shortage of beds, or a potential
shortage of beds approaching;

» We have forecast demand for residential aged care beds to 2029. Given the high level of uncertainty as to the true impact of the Support at Home
reforms on demand going forward, there is little utility in forecasting any further. That said, the impacts of Support at Home needs to be closely
monitored by the Department;

» Engaged with a number of leading aged care providers in WA to understand:
» the current state of its aged care facilities,
» explore whether there were any offline beds within their facilities that could be switched back online;
» The current impediments to refurbishing ageing facilities (or beds if specific to an area of a facility); and

» The current cost of construction for new beds, including timeframes from preparing a business case to opening the facility.



There are acute shortages of residential aged care beds across Greater Perth, driving higher
demand for hospital services and delayed discharge for older Western Australians

Acute residential aged care supply pressures are contributing to bed block in metro Residential aged care occupancy in Greater Perth
WA hospitals by SA3%*, 2023
‘ state Forest (/
Evidence suggests that parts of the Western Australian aged care system is operating A— ’\\
at close to capacity with acute shortages in some areas of Greater Perth ‘ M, Tobdyay

Shortages are resulting in extensive waitlists for both Residential Aged Care (“RAC") Magne

Rocks
Pak
and Home Care (“HC") services. This strains the broader health system as RAC is a ‘--\‘ \
critical discharge pathway for people awaiting aged care services in hospital impacting
patient flow and contributing to bed block

. Data used to measure
Bakers Hill occupancy includes
) beds that are not
operational and likely
~ understates actual
occupancy levels.
Providers have
indicated that Greater
Wori Perth occupancy
Nay: exceeds 95%

L Pa

On any given day over 150 WA metropolitan hospital beds are occupied by patients
who no longer require hospital care and are awaiting aged care services. This impacts
on the efficacy of the hospital system and care for Western Australians while costing
the WA health system around $150m per year.

Significant investment by the WA Government in Transition Care Program reform and a
residential respite trial (with Commonwealth support) rely on latent physical capacity in
the aged care sector for their success. Progress is being hindered by a lack of short-
term and long-term aged care capacity

While aged care funding reforms are expected to have improved the financial
sustainability of the market, this will take time (especially the benefit of refundable
accommodation deposit (“RAD") retentions) and does not (and cannot) address the
immediate need for increased aged care supply

Boddington

Occupancy:

.Under 85%.85% to 90%|:|90% to 95%.95% and above
Source:  AIHW GEN Database



Investment is needed despite uncertainty over future supply needs

Commonwealth Government policy is enabling older people to age in their home longer
with the sector currently in a transitional phase with a higher share of people receiving
HC supports relative to RAC. We expect this to continue, supported by the new Support
at Home reforms.

Whilst this may slow the demand for residential aged care as the average entry age
increases, the WA population is ageing. Accordingly, we expect the number of older
people requiring a residential aged care place will continue to grow.

We estimate that between 1,400 and 2,800 additional residential aged care beds will
be needed in WA by 2029 requiring between $700m and $1.4b of investment in new
beds from the market (see page 20 for more detail).

This assumes that the transition towards home care continues along the same
trajectory for the next 3-5 years.

To invest in new and existing capacity, the Return on Investment needs to be adequate
for providers and needs to exceed their cost of capital. We expect that funding reforms
from the Commonwealth (including AN-ACC and RAD retention) could achieve this at
the aggregate level and market commentators anticipate investment to pick up.

A key headwind is high construction costs in WA, which are amongst the highest in the
country for aged care facilities.

Providers have consistently reported constructions costs of $500k per bed which is
unlikely to be investable for facilities with a higher supported resident mix and in areas
that derive lower RADs (where room prices are lower than this cost).

Source:  AIHW GEN Database, EY analysis

Residential aged care beds and expected demand

Thousands

25

15

10

1.1

18.8

2023

2029 (S1)

Significant investment is required in residential aged care in the medium term
with high barriers to invest in facilities for lower income residents

Assumed
operational beds

Demand
scenarios

Assumed
offline

2029 (S2)
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WA market snapshot

>90% 2,462

62% SA3's in Greater Perth currently operate at  Current known RAC placement waitlist between
over 90% occupancy. Consultation with leading 7 major providers in WA (who have ~60% of beds
providers suggests much of Greater Perth is in metro WA). Full WA waitlist is unknown
operating at, or very close to, capacity.

$150m 1.400-2,800

In metropolitan hospital costs in 2023-24 due Additional beds may be needed in WA by 2029

to patients awaiting aged care services (on if Home Care transition continues (assuming

average 150 patients daily) 100 bed facilities, an additional 14-28 facilities
will be needed)

+47Y% -67%

Construction costs in WA have increased since Decline of 67% in the value of building work
June 2020 compared to 32% nationally. done on residential aged care facilities in WA
between 2020 and 2024

S700m-$S1.4b

Investment of between $700m and $1.4b in
new capacity in real terms is estimated to be
needed

* Note: Providers accounting for ~60% of the market currently operate at occupancy ~95% in metro regions,
implying that reported Federal Government capacity is likely overstated in some locations

Market Summary

» Evidence suggests that parts of the
Western Australian aged care system
is operating at close to capacity with
acute shortages in a number of areas
of Greater Perth.

» Stakeholder feedback suggests that
there is insufficient capacity for both
(1) individuals with dementia and
complex behaviours, and (2)
concessional residents.

» Contributing factors include high local
construction costs, workforce
shortages and recent challenging
financial conditions which have
constrained new supply of beds since
2020.

» WA's population is younger than the
broader Australian population,
however it is aging with the share of
75+ increasing 1.4pps. A net increase
of ~55k people of the 75+ cohort is
forecast between 2025 to 2029

» The recently announced Federal
Government Support at Home
program may have similar effects to
that of the current Home Care
transition, slowing residential
demand, however the true effects are
uncertain at this time.

» It takes approximately 4-5 years to
build a new residential aged care
facility. Accordingly, new supply
needs to be planned today to meet
the future expected demand through
to 2029 and beyond.

Residential aged care occupancy in Greater Perth by
SA3*, 2023

[
Toodyay

Bakers Hill

Dwellingup

Boddington

Occupancy:
|:|Under 85% |:|85% to 90% |:|90% to 95%.95% and above
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Australia’s aged care landscape has undergone significant change in recent
years with a series of reviews and incremental reforms

2017

Report on the Inquiry into Quality of

Care in Residential Aged Care
Facilities in Australia, 2018

The recommendations included
developing guidelines for visitors to
report observed or suspected abuse,
developing a consumer rating system

and ensuring all aged care facilities have

at least one registered nurse on site at

all times.

Royal Commission
into Aged Care
Quality and Safety
Report 2021

The Royal Commissioners
made a total of 148
recommendations focused
on various areas of aged
care services in Australia

Increase in Annual
Grant Funding

> The amount of annual grant
funding was increased to
$300 million in 2021-22.

L

Australian National

Aged Care Classification

(“AN-ACC™)
> The Aged Care Funding

Instrument ("ACFI") funding
model was replaced by the new
AN-ACC system

15% Wage
increase

> Wageincrease for
direct care
employees working
in aged care

Maximum Funding
Amounts of Care at
Home

Aged Care Taskforce
Announcements

Increased maximum
accommodation price &
indexation ($500k to $750k)
2% RAD retention for 5 years
Daily Accommodation Payment
indexation

2025

|
2018

2019

Review of National Aged Care Quality

Regulatory Processes, 2017

The Review called for better coordination of

regulatory functions through the

establishment of the Aged Care Quality and
Safety Commission and a better system for
sharing information on provider performance

with the public providers.

2020

Serious Incident
Reporting Scheme
(“SIRS™)

A new and expanded SIRS
should be developed.

The scheme should address
all serious incidents, including
in home care.

Source: Royal Commission into Aged Care Quality and Safety - A History of Aged Care Reviews

2021

Quality Indicators and
Standards

> The Commonwealth
introduced new mandated
reporting obligations on a
quarterly basis.

2022

2023

Aged Care Star Ratings

1 July 2022, the Government developed
and published a system of star ratings
based on measurable indicators that
allow for a meaningful comparison of the
quality and safety performance of
services and providers.

-

A new Act

The Aged Care Act 1997
(Cth) should be replaced
with a new Act to come
into force by no later
than 1 July 2023.

2024

Discontinuation of Aged
Care Approvals Round
("ACAR™)

No further ACARs would be held.
Instead, from 1 July 2024,
residential aged care places will be
assigned directly to senior
Australians

Support at Home
program

> Replaces Home Care
Packages, the Short-Term
Restorative Care
Programme, and the
Commonwealth Home
Support Programme

> Replaces 4 Home Care
Package levels to an eight-
level classification

Commonwealth reforms 13




The WA Government has made significant investment to maximise uptake of
all available aged care discharge pathways

Transition Care Program

reforms Resi i i i
idential Respite Pil
Transition Care VacantBeds SSide etx?)an:isopnte o
Program reforms » May 2023 - development of » October 2023 - new service contracts
. a sector-led aged care bed commenced, with doqble t.he service
$1.1b DFtOCUF:men\;VA’ vacancy portal locations, a greater diversity of »  September 2024 - purchase of
‘FI)'rCOFS(tESSb C;tre Ormt S “VacantBeds", supporting prov‘lders, a bet‘ter mix of specialist dedicated care awaiting placement
! od ? etr me(.et. hospital staff to more services for patients with more beds to support hospital discharge
eémand for transition efficiently match patients cgmplex needs - ) > October 2024, - pricing uplift to
care with aged care beds. » Pilot ACCHS transitioned to service reflect providers' marginal costs of
contracts, securing access to cultural- caring for long stay patients,
safe transition care over the longer- including patients with complex
term. needs
| | | |
2022 2023 2024 2025

Residential Respite Pilot

Program

Aboriginal Community

Controlled Health Services TCP » July 2023 - Residential Respite Pilot

Pilot program commenced, utilising latent
residential aged care capacity to
provide a discharge pathway for
patients awaiting aged care,
including permanent residential
aged care placement.

Integration of Aged Care
Hub with the State Health
Operations Centre

> WA Government investment in nation-
first pilot to deliver TCP in partnership
with Aboriginal Community Controlled
Health Services (ACCHS).

» Locally led, place-based, culturally Aged Care Hub
responsive transition care supports older
Aboriginal people to stay on or near October 2023 - The Aged Care Hub
Country after a hospital stay. commenced, centralising the

approach to management of

referrals to TCP, allowing a State-
wide view of TCP referrals and
vacancies.

July 2024 - Integration of Aged
Care Hub with other system flow
initiatives to maximise impact on
patient flow.

Source: WA Department of Health

. WA Government Programs 14



The financial performance of the residential aged care sector has improved following the

introduction of AN-ACC and recent aged care funding reforms

Recent data shared by the Department confirms the sector is recovering

» The latest financial information from providers shows a significant turnaround
in overall financial performance of RAC providers following a series of funding
reforms including AN-ACC and the hotelling supplement

» The percentage of residential aged care providers reporting a positive EBITDA
result to Q1 FY24 was 83.5%, up around 50 percentage points since the
introduction of AN-ACC which commenced on 1 October 2022

» The median EBITDA margin increased to 9.75% up 5.2 percentage points
compared to a year earlier

Residential care provider average EBITDA per resident per year

$ 11,134 11,481
10,222

8,660 2224 8,746 8523

6,445

3,771
2,764

-46
FY13 FY14 FY15 FY1lé6 FY17 FY18 FY19 FY20 FY21 FY22 FY23

Residential care provider average EBITDA per occupied bed day
Year to date, $

42 44 42

Q1FY Q2FY23 Q3 FY23 Q4FY23 Q1FY24 Q2FY24

Source: Department at Health and Aged Care. Financial Report on the Australian Aged Care Sector 2022-23

]
iy

a
—_
—
—

Recent aged care funding reforms

From 1 January 2025 to increase the $550,000 cap that
limits providers charging a higher RAD to $750,000

Allow providers to deduct and retain 2% of the RAD for 5
years to create greater alignment between the lump-sum
RAD and DAP

Introducing Daily Accommodation Payment indexation to
ensure payments to providers do not reduce over time in real
terms

By 2035, after a 2030 review, phase out RADs for aged
care accommodation, shifting to a resident rental model to
provide greater certainty around cash-flow and remove risk
caused by large liabilities that could fall due at any time

Independent Health and Aged Care Pricing Authority
("IHACPA™) to provide advice on the appropriate Hotelling
Supplement to ensure providers can supply high quality
hotelling services

Allow providers and residents to negotiate a higher basic
daily fee for higher quality services

Expanding government funding to fully cover the cost of
clinical care while residents pay a greater contribution
towards accommodation and daily living expenses.




The aged care market is in transition as home care packages ramp-up, however residential

aged care demand remains strong in WA

Residential aged care use and Home Care Packages level 3 and 4 use in WA
Thousand persons

20 - RAC Residents [l Level 3 & 4 Packages
+2.6% 17.4
+1.0% 16 166 168
15.3 15.6 15.7
15 |14.4 146 148 148 14.9 :
12.7
10 - 9.6
7.1
5.6
5 - 4.4
3.2 3.4
24 25 28 I I I
2013 2015 2017 2019 2021 2023
Annual growth 2013-2023, %
RAC HCP (3&4)
2.0 20.5

Source: AIHW GEN database

Home Care Package (“HCP") levels in WA, 2022-23

Package Level 1 2 3 4
Patient acuity Basic Low Intermediate High
% of HCP 1.9% 26.3% 36.0% 35.8%
Daily subsidy $29.01 $51.02 $111.04 $168.33
Annual subsidy (5000's) 10.6 18.6 40.5 61.4
Source: AIHW GEN database, myagedcare

New Support at Home arrangements from 1 July 2025

Package Level 1 2 3 4 5 6 7 8
Patient acuity* Basic Low ‘ Intermediate High \éiegrg
Annual

approximate 11.0 16.0 22.0 30.0 40.0 48.0 58.0 78.0
($000's)

Note: Patient care needs not yet defined under support at home program. Estimated based on current support levels
Source: Support at Home program handbook

» Funding per person under the new Support at Home arrangements are largely consistent
with current levels with only level 8 allocated a higher budget

» The higher classification may put some downward pressure on RAC uptake however the
care needs of most RAC clients are generally significantly higher than those in HC

16



Continued high demand for RAC is coinciding with acute supply pressures in some areas of
Greater-Perth which may be greater than suggested in the data due to offline capacity

The majority of Greater Perth is operating at close to full capacity Residential aged care occupancy in Greater Perth by SA3, 2023
at levels of 90% or above

oIV wvejooraing J
Julimar
State Forest

The average occupancy rate for Greater Perth was 90% in 2023 according to official
Commonwealth data sources

\'\ Twe, Rocks

40% of Greater-Perth's SA3 regions recorded occupancy rates of greater than 95% and \ Pa : Northam /-~
above which would be indicative of full capacity (given turnover of one third of residents \

each year on average) Bakers Hit
Concerns have been raised around the accuracy of Commonwealth data on the number
of operational beds which may overstate the number of online beds. Based on our
consultations with providers, the experience on the ground suggests that there is very
little capacity in facilities to accept new permanent residents

Data is compiled from the Australian Institute of Health and Welfare's ("AIHW") GEN
database

——— T York

Wandoo
National Beve
|_Park

Given the high waitlists, both in the community and in patients awaiting aged care
services in hospital, there appears to be limited capacity across metropolitan Perth

Wandering

‘( ) Boddington \
)
Occupancy:
. Under 85% . 85% to 90% |:|90% to 95%.95% and above
* Note: Providers accounting for ~60% of the market currently operate at occupancy ~95% in
metro regions, implying that reported Federal Government capacity is likely overstated in

some locations. We suspect areas under 85% occupancy to have higher occupancy than that
is shown from publicly available data.

17



Demand and supply of aged care beds
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Demand for residential aged care in WA has grown by 21% over the last
decade despite the proportion of people using aged care declining 4.2ppts

Residential aged care use in WA by age Share of people in residential aged care by age cohort in WA Commentary
Thousand persons % share of total population
50 - P M s5-74 M 75-84 85+ The number of people in residential aged care
(21%) ! “4.2 ppts e . has increased by 21% over the last decade to
- —> reach 17.4k residents
I 55-74 Il 75-84 85+ 17.4 26.7 26.4 25.8 253 246 _
16.6 16. 30 104 04 04 o4 4.1 23.9 23.7 23.4 226 Around 60% of residents are aged 85+ and 30%

Despite higher numbers, the share of the

10 |20 21 P15 208 RO individuals in residential aged care as a share of
20.0 19.8 19.6 19.3 18.7 18.6 the total population has decreased 4.2ppts in

8
0.4 0.4 04 04 03 03 225 aged 75-84
Zommmmmmmmm :
WA over the decade

15.6 16.2
15.3
14.9
15 144146148148 . . |
0
10 - share of the population is consistent with trends
Share of people in residential aged care by age cohort in Australia nationally which has declined by 5ppts over the

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
The decline in residential aged care use as a
% share of total population same period

The decline coincides with the increase in

Commonwealth Home Care Packages which

5 - 9.8 9.8 10.1 30,05 05 05 0.5 05 05 0.5 0.4 have enabled people with higher care needs to
89 9.1 95 . 4 0.4 , ;
82 85 86 88 87  mm S e ive longer in the home

Our forecasts on future demand of residential
10 229 22.8 22.2 22.2 22.1 21.9 21.7 21.3 209 19.3 19.1 aged care assumes that these trends are
expected to continue over time, and ultimately

0 this trend is expected to determine the number
2013 2015 2017 2019 2021 2023 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 and locations of beds required

Source:  AIHW GEN database
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Demand for residential aged care services will continue as WA's population ages with the
share of people aged 75+ growing to 8.7% by 2029

Share of age cohort by total WA population Net population increase by cohort in WA
% share of total population Thousand persons
[175-84 M 85+ Projections 75-84 Ml 85+ ~55k additional
people in WA aged
75+
10 - / 15 -
4 87 12.2
11.8
® 10.7 10611'211.7
: 10.2
10 -
6 |
6.4
4 -
S 4.2 4.2 41
39 ™ : .
2.2 2.7 28 29
|
m < 1 O ~ ©® O O =H N M S 1 OV ~ ® o 0 -
i i i i i L — [o\] o [sN] [sN] (3N} N [aN] [aN] (8N} N
o o o o O O O o o o
N N N N N N N N N N N N & & & & N
Source:  ABS WA historical population and ABS WA population forecast medium series Source:  ABS WA historical population and ABS WA population forecast medium series

Note: Approximately 58% of people living in permanent residential aged care (RAC) in Australia are aged 85 and over, while over 30% are aged between 75 and 84. The 65-74 age group accounts for ~10% of total permanent RAC residents in
Australia.
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Official data suggests RAC supply has increased in recent years with a net increase of 600-
900 beds per year since 2017, however the number of online will be lower than 19.9k

Number of Residential Aged Care beds in Australia

Thousands
250 -m 207 213 217 219 220 221

201

| 186 189 192 196

200 ”» ” o ol ko EEM! Non-metro
150 | !

100 -
69% 69% 69% 69% T70% 70% 70% 71% 70% 70% 71% Metro
50
2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
Source: AIHW GEN database

Number of Residential Aged Care beds by region in WA

Thousands >

v

20 - 15 190 193 199

17.7
= Non-
154 156 157 159 159 168 on-metro

10
84y 85% 85% 85% 85% Metro

83% 83% 82% 83% 83% 84%

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Source:  AIHW GEN database

Commentary

RAC beds have increased steadily across Australia over the decade increasing by
1.7% p.a. noting that there has been little growth since 2021 due to COVID, financial
viability issues and uncertainty over funding reforms

This contrasts to reported operational beds in WA which has increased more sharply
growing by 3.8% p.a. since 2017 translating to an increase of between 600 to 900
beds per year with most of the growth occurring in metro areas

The data collected by the Commonwealth Department of Health and Aged Care
("DoHAC") suggests that occupancy rates are around 88 per cent in WA

The Aged Care Financial Report submitted by providers reports occupancy in
residential care, however this also includes offline beds which may have been taken
offline due to factors such as workforce shortages, unsaleable rooms (i.e. shared
rooms) or site redevelopments. Accordingly, based on consultations with providers
we expect that the occupancy of online beds is materially higher than the 88%

reported by the DoHAC.

Australia

Occupancy rates by State, 2022-23

0
% g5 83 89 88

NSW Vic Qld WA

Source:  AIHW GEN database



Up to 2,800 new beds are needed at a cost of up to $1.4b noting uncertainty

due to rising share of support at home

Modelling future demand for RAC

Based on WA's population forecasts we expect demand to continue to increase
however there is significant uncertainty over the medium term and a range of
modelled outcomes:

Internal Commonwealth modelling: We have received modelling from the
Commonwealth Department which suggests that there will be limited growth in
RAC uptake to the end of this decade in WA

We understand the modelling is built on the assumption that there will be
significant uptake in Support at Home packages

We have modelled a scenario (S1) where it is assumed that the share of
population using aged care continues to decline in line with the last decade,
broadly in line with Commonwealth modelling

Financial report on Australian Aged Care sector (“FRAACS™) modelling:
suggests 50,000 beds are needed by end of the decade nationally. WA accounts
for approximately 10% of the RAC market, suggesting ~5,000 additional beds
are needed

We have modelled a scenario (S3) which assumes the share using aged care
converges in line with the national average and is held constant which is in
line with the FRAACS forecast. This suggests that there is no further
transition towards home care which we think is unlikely given recent trends
and the new Support at Home arrangements

Given the uncertainty around effects of the new Support at Home arrangements,
we have provided a central scenario (S2) which assumes the transition towards
more care at home continues for the next 3 years (following Support at Home
roll out commencing July 2025) before normalising and growing in line with
population growth

Expected RAC demand Assumed offline

Thousand persons

2023 (RAC use) 2023 (Beds) 2029 (S1) 2029 (S2) 2029 (S3)

Source:  ABS WA historical population and ABS WA population forecast medium series, GEN aged care, EY analysis
Implications for supply

RAC demand is expected to increase to between 20.2k and 21.6k by 2029 if home care transition
continues. The upper range of 24.2k is unlikely given recent trends and Support at Home
arrangements.

We have assumed that there are currently 18.8k operational beds (taking into account reduced
capacity due to offline beds)

This implies a growth task of between 1,400 to 2,800 additional beds needed in WA by 2029 under
scenarios 1 and 2 where there is a continued transition towards care at home, based on a
construction cost of $500k per bed

This implies investment needs of between $700m and $1.4b in new capacity in real terms, however
ultimately depends on the cost per bed, which will vary depending on location and design of the
facility

This does not account for investment in existing capacity which would include maintenance and
replacement of aging stock which is understood to be significant in WA
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WA metro SA3 key statistics summary

SA3s throughout WA (both metro and regional) experience different levels of demand, supply and growth. The table below and overleaf provides information regarding each SA3 around key
demand age groups, supply of RAC beds and key population growth areas compared both the WA and national average.

SA3 Name lee_::;t/ro RAC sites Beds popﬁ;ﬁon popi?;tion Share of 85+ population 85+ population growth Population 85+ per bed
SA3 WA National SA3 WA National SA3 National

Armadale Metro 6 330 5,475 1,322 1.2% 1.9% 2.2% 8.4% 4.7% 4.1% 4.01 27
Bayswater Metro 8 622 7,328 2,007 2.3% 2.7% 3.23

Belmont Metro 8 618 4,692 1,264 1.6% 0.4% 2.05

Canning Metro 15 1,349 7,508 1,985 1.5% 0.7%

Cockburn Metro 9 816 7,804 2,130 1.6% 6.6% 2.61
Cottesloe Metro 10 909 7,466 2,162 3.0% 2.2% 2.38
Fremantle Metro 7 762 3,974 1,202 2.9% 3.2%

Gosnells Metro 6 468 8,459 2,129 2.0% 5.9%

Joondalup Metro 10 638 13,200 3,102 1.9% 6.1%

Kalamunda Metro 6 405 5,838 1,560 2.5% 6.4% 3.85

Kwinana Metro 1 131 2,601 628 1.1% 17.0%

Mandurah Metro 10 860 12,894 3,441 3.1% 4.0% 4.00

Melville Metro 15 1,237 10,974 3,312 3.0% 1.2% 2.68
Mundaring Metro 2 167 4,393 1,001 21% 8.4%

Perth City Metro 25 1,844 7,553 2,078 1.6% 1.9%

Rockingham Metro 8 770 8,875 2,156 1.4% 3.4% 2.80
Serpentine Metro 1 68 1,584 345 0.8% 10.6%

South Perth Metro 9 923 4,070 1,138 2.5% 1.6%

Stirling Metro 20 1,857 18,623 5,594 2.6% 2.1% 3.01

Swan Metro 8 714 8,064 1,888 1.0% 8.7% 2.64
Wanneroo Metro 11 1,159 12,291 3,186 1.2% 8.3% 2.75

Source:  ABS, Gen aged care, EY analysis 23



WA regional SA3 key statistics summary

Metro / 75+ 85+ Share of 85+ population 85+ population growth Population 85+ per bed
SA3 Name RAC sites Beds . .

Non-metro population  population SA3 WA National SA3 WA National SA3 National
Albany Non-Metro 8 500 6,909 1,834 2.0% 1.9% 2.2% 4.6% 4.7% 4.1% 3.67 2.7
Augusta, Margaret River and Busselton  Non-Metro 5 463 5,785 1,472 1.8% 5.8% 3.18
Bunbury Non-Metro 10 814 9,481 2,368 1.8% 5.1% 2.91
East Pilbara Non-Metro 1 56 343 45 0.1% 15.5% -
Esperance Non-Metro 1 104 1,564 393 1.5% 7.1% 3.78
Goldfields Non-Metro 3 140 1,545 337 0.6% 10.6% 2.41
Kimberley Non-Metro 4 166 1,010 156 0.3% 10.8%
Manjimup Non-Metro 4 137 2,747 608 1.2% 7.4% 4.44
Mid West Non-Metro 3 281 4,838 1,168 1.4% 4.7% 4.16
West Pilbara Non-Metro 1 30 382 30 0.0% 15.5%
Wheatbelt (North) Non-Metro 4 156 5,960 1,355 1.1% 5.9%
Wheatbelt (South) Non-Metro 4 161 2,048 517 1.0% 3.1%

Source:  ABS, Gen aged care, EY analysis
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Investment in new aged care beds
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The investment outlook has improved considerably following funding reforms at both the
State and Commonwealth level but construction capacity is a key headwind

Our current view of the key factors of investability are set out below. There are a number of other factors driving investability, however the below factors represent the
most relevant in the current market.

This view has been informed from consultation with providers. This is an important starting point in framing to understand current state, risk factors and the impact this
may have on growth.

Factor of investability Comments Current view

Sustainable operational Through the funding reform, significant changes have occurred for RAC, including the replacement of ACFI, case 0

funding mix classification, RADs and RADs retention, hotel supplements, and WA reforms to TCP

Viable construction costs ngh‘ con;tructlop costs, !engthy approval processes, gnd limited gvallablllty of contrac’Fc‘)r‘s can act as significant a
barriers, increasing the risk and expense associated with developing new aged care facilities

Consultations with major lenders have revealed that they are cautiously optimistic on the outlook for RAC
Access to credit however lending appetite is still constrained due to high construction costs and weakness in balance sheets as a a
result of pre-AN-ACC period with smalls providers deemed high risk

Some providers have reported that workforce pressures may have eased in metro areas. Workforce remains an

SRS TN 3N SR issue in regional WA with challenges associated with accommodation

Removal of bed licenses has created a more competitive market removing a key barrier to entry
Supportive regulatory setiings Recent quality and safety reforms will contribute to investment in high quality facilities. While some reforms will 0
increase the cost base (e.qg. care minutes) this has been broadly offset by increased funding levels
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Investment in WA aged care facilities has more than halved since its peak in
2019-20 with construction costs amongst highest in the country

Aged care facilities, value of building work done, Western Australia
S millions, rolling annual average
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RAC CAPEX cost per bed
$000's

500

450

345

350

Greater Sydney  Allregions
Perth

Feedback from providers and financiers
suggest the construction costs per bed
range from $350k-$500k per bed in
Perth

Based on EY analysis of high-quality
builds occurring today, the average
capital cost per bed across Australia is
$345k with the vast majority single
story

Build costs in Greater Sydney are higher
at around $450k as facilities are
typically multi-storey and require
underground carparks

Multi-story facilities are occurring in
WA, and construction costs are similar

Source:  ABS Building Activity Australia Table 51, 56; ABS Producer Price Index Construction Outputs, stakeholder interviews, EY analysis

Commentary

1 Value of building work done on residential aged
care facilities in WA has fallen from a peak of close
to $300m annually in 2020 to $100m in 2024 -
its lowest level since 2015

2 Investment in RAC facilities has been declining
since June 2020 which is broadly in line with what
has been seen elsewhere across the country

3 Construction costs increased sharply during
COVID across the country but the pressures were
particularly strong in WA

4 Construction costs have moderated in line with
inflation nationally however have recently spiked

in WA

Construction costs in WA have increased by 47%
4 since June 2020 compared to 32% nationally
5 Reported construction costs per bed are around

40% higher in Greater Perth compared to other
capital cities excluding Sydney where costs are
elevated due to the general need for onsite,
underground parking facilities and multi-level

Key consideration

The cost of construction is critical to new supply.
Where costs are too high, there is no financial
justification to build new beds. Accordingly, policy
levers to lower the investment needed will be
important. The release and discounted sale of land is
one way to help bridge the gap to an appropriate
development cost.
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Key investment themes (1/2)

Investability factor

Commentary

Sustainable
operational funding

Viable
construction costs

Access to Credit

» In 2022, the AN-ACC replaced ACFI, providing more equitable funding to RAC providers

» Key changes includes: case mix classification system, funding based on a variable fixed and one-off payment, daily fee
supplement, care minutes, independent assessments

» By 2035, RADs for aged care accommodation is to be phased out to be replaced with a resident rental model

» The 2% retention of RADs will support capital base and is likely to come in from [1 July 2025], allowing a material injection to
providers' profit margins

» IHACPA to provide advice on the appropriate Hotelling Supplement to ensure providers can supply high quality hotelling
services

» The sector is viewing the funding reforms as a broadly positive step to ensure the sector is viable in the long-term

» We have heard that concessional resident funding may not be as attractive as RAD/DAP paying residents, particularly for
facilities that have debt owing to financiers from the construction (as RADs are the key cash flow source to repay debt)

» Consultations noted planning and availability of land as a barrier, where lead times for the planning process are extensive
and time-consuming

» Consultations with industry providers has seen the cost at $500k per RAC bed, however this will vary based on construction
design (single/multi story) and location

» WA's construction market experiencing labour workforce shortages resulting in a reduction of available and appropriate
builders to complete new builds and refurbishment works

» The costs to refurbish facilities is typically higher than a knock-down and rebuild due to design changes

» Banks seek financial stability in providers and proven builders to ensure project success before granting loans
» Credit approval depends on the builder's track record for delivering quality construction on schedule
» Smaller aged care providers often struggle with credit access due to higher perceived risks and limited financial leverage

» Financiers have commented that some providers have been focused on balance sheet repair due to financial challenges pre-
AN-ACC
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Key investment themes (2/2)

Investability factor Commentary

» The aged care workforce is experiencing significant shortages, especially in regional areas

» Some leading metro providers noted that they have access to sufficient workforce, which is broadly against the national
experience

» Inthe WA market, aged care workforce shortages persist more commonly in regional areas

Sufficient » Workforce shortages in regional areas are largely due to challenges in attracting and retaining staff as well as finding

sufficient accommodation

workforce SquIy » Providers have been applying for capital grants from the Commonwealth Government to assist with construction of staffing

accommodation, but the grant program has limited funds to spread across Australia
» Regional accommodation for aged care workers has been impacted by the FIFO workforce demand

» The Commonwealth has led efforts to boost the aged care workforce supply through migration channels, including the Pacific
Australia Labour Mobility scheme and aged care Industry Labour Agreement

» Since the removal of ACAR, the value of bed licenses for providers have been progressively written off

. » This is expected to create a more competitive market, older homes are likely to be less competitive due to the ability of a
Supportlve provider to enter a new region or area

regu|atory settings » Older or more run-down homes will be put under pressure to compete with new or expanding providers providing more
contemporary homes

» Licenses in the hands of the consumer is likely to continue to apply demands on quality of facilities/rooms
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Abbreviations

S Australian dollars RAD Refundable Accommodation Deposit
% Percent SA3 Statistical Area Level 3

~ Circa (approximately) SIRS Serious Incident Reporting Scheme
ABS Australian Bureau of Statistics TCP Transition Care Program
ACAR Aged Care Approvals Round WA Western Australia

ACFI Aged Care Funding Instrument WA DoH, The

AIHW Australian Institute of Health and Welfare Department, you, WA Department of Health
AN-ACC Australian National Aged Care Classification

b Billion

BCT Base care tariff

CAGR Compound annual growth rate

CFP Centre for Population Projections

DAP Daily accommodation payment

DoHAC Department of Health and Aged Care

EBITDA Earnings before interest, taxation, depreciation and amortisation

EY Ernst & Young

FRAACS Financial report on Australian Aged Care sector

FYXX Financial year 20XX

GST Goods and Services Tax

HC Home Care

HCP Home Care Package

IHACPA Independent Health and Aged Care Pricing Authority

k Thousands

MPIR Maximum permissible interest rate

NPV Net present value

p.a. Per annum

RAC Residential Aged Care
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Section 1: Data sources and methodology




Data sources used for analysis

Aged care site listing

GEN Aged Care
Home care packages

GEN Aged Care - People using aged care and

Aged care usage people using residential aged care

Australian historical population (Aus ABS - Population - Australia (population at 30 June
population stock) 1971 onwards)

ABS - Population projections, by age and Sex

Australia population (Forecast) Australia - medium series

WA historical population (WA population ABS - Population - WA (population at 30 June 1971
stock) onwards)

ABS - Population projections, by age and Sex WA -

WA population (Forecast) medium series

Bespoke analysis underpinned by various State
Government forecasts and Centre for Population
Projections (“CFP”) (Appendix section 1 - SA3
population forecast methodology)

SA3 level population forecast
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Statewide forecast methodology

Through consultation with both providers and market commentators, a consistent message that is
WA reported beds are higher than actual operating beds.

Issues with reported beds:

» 2023 service places data from the GEN Aged Care data based reported 16,879 metro beds and
3,008 non-metro beds in WA.

» Metro occupancy in 2023 was 89% and non-metro occupancy was 81%.
» Operators accounting for ~60% of WA RAC market have nearly all reported over 95% occupancy
and a waitlist of over 2,462 over 104 facilities.

RAC use vs operational places in WA, 2022-23
Thousand places 19.9

17.4

Respite +

Permanent 17.0

RAC use Operational places

Operational
places assuming
95% occupancy
in greater Perth

Accounting for offline beds:

» Consultations with major providers have resulted in a view that metro Perth is operating at close
to full capacity (~95%), and that current number of RAC residents reported in metro Perth
accounts for 95% of current operating beds (i.e. current occupied beds in addition to the 5%
unoccupied beds are the full metro Perth stock of beds).

» Approximately 85% of WA RAC beds are within the metro region along with many offline beds in
non-metro areas being driven by staffing, no estimate of non-metro offline beds have been made.

WA population forecast:

» WA level population was forecasted by age cohorts (55-74, 75-84 and 85+) using ABS 2023
figures as initial stock and growing the stock by the medium projection series

Conversion rates:

» There is unmet demand in the WA RAC market, the magnitude of which is unknown. Directly
calculating the conversion rate into RAC for age cohorts in WA understates the actual demand for
RAC services. Assuming WA'’s population is similar to that of the rest of Australia, WA’s actual
conversion rate is expected to broadly align with national conversion rates

» As such, the national conversion rate was used when testing scenarios for future RAC bed
demand

» Conversion rates were calculated by the same age cohorts as the population forecasts
Scenarios:

» Scenario 1 (S1) — The share of population using residential aged care continues to decline in line
with the last decade as higher needs Home Care package uptake increases as introduction of
additional support at home packages are introduced (i.e. continuing the decline in penetration rate
for age cohorts 55-74, 75-84 and 85+ over the last decade over the following 6 years (2024-
2029))

» Scenario 2 (S2) — Similar to S1, however this scenario assumes the decline in RAC conversion
rates will only persists for 3 years (from 2024 to 2026) and plateauing into steady state (i.e. RAC
demand after 2026 increases by population growth as the penetration rate for each age cohort
remains constant)

» Scenario 3 (S3) — S3 assumes the new support at home arrangements do not have any effect on
RAC penetration rates (i.e. a top bound scenario where RAC demand increases by population
growth rate) and current penetration rate stays the same
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SA3 population forecast methodology

» Government forecasts at predominantly SA2 levels. These forecasts are obtained through public sources which has figures for 2024 to 2029
» The Compound annual growth rate (“CAGR?”) is calculated from historical SA2 data for 2016 to 2021
» CAGR based on government forecasts at a SA2 level for years 2021 to 2026 and 2026 to 2031 was also calculated
» 2019 population is calculated using the 2016 to 2021 CAGR
» 2024 population is calculated using the 2021 to 2026 CAGR
» 2029 population is calculated using the 2026 to 2031 CAGR
» Dampening factors are applied in accordance to the CFP to adjust the forecasts to the national population amount for 2019, 2024 and 2029

» SA2 growth rates are then applied at an SA1 level and then adjusted to ensure they match with the national population amounts at a SA1 level (i.e. all SA1 areas within an SA2 region sum up to the
total SA2 population)

» SA3 level population is calculated as the sum of the population in all SA1 regions within a SA3 region.
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