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Glossary 
 

Terms  Definition 

Aged Care Approvals Round (ACAR) An annual competitive tender process for releasing and 
allocating aged care places to approved aged care providers. 
The number of places released is governed by the 
Commonwealth’s population-based target ratio for aged care 
service provision. 

Aged Care Funding Instrument (ACFI) Used to determine care subsidies for residents in aged care 
facilities based on the assessed care needs of each individual. 
The ACFI replaced the Residential Classification Scheme on 20 
March 2008 as the means of allocating Australian Government 
funding to residential aged care providers on behalf of 
residents. 

agency staff A temporary, externally sourced workforce usually engaged through 
a recruitment company. 

capital grants Commonwealth Government funding allocated through the 
ACAR to approved providers to build, expand or upgrade 
residential aged care services that meet eligibility criteria. 

deemed accommodation charge The result of multiplying a bond pool calculated as at 30 June 
2013, by the average FY13 Maximum Permissible Interest Rate 
(MPIR). This charge is used to normalise operating financial 
performance across providers with varying bond pools. 

earnings before interest, taxes, 
depreciation and 
amortisation (EBITDA) 

Net profit after tax with interest, taxes, depreciation and 
amortisation added back to it. This can be used to analyse and 
compare the profitability of companies and industries as it 
eliminates the effects of financing and accounting decisions. 

extra service Services approved under the Aged Care Act 1997 to offer residents 
extra services and higher standards of accommodation. Under 
regulations applying prior to 1 July 2014, extra service providers 
could set market prices for the extra services offered and for 
accommodation. 

financial assets Assets shown on the Statement of Financial Position that generate 
financial income. 

financial liabilities Liabilities shown on the Statement of Financial Position that 
require finance expenses to be paid. 

FPG Financial Performance Group 

general-purpose financial report (GPFR) A financial report prepared for users who are unable to prepare a 
report of their own. 

home care Income-tested home-based care and support to help older 
Australians remain in their own homes. Services are co-ordinated by 
a home care provider and funded by the Australian Government. 

liquidity management strategy (LMS) A document that identifies: the amount (expressed as whole 
dollars) required to ensure that an approved provider has sufficient 
liquidity to refund accommodation bond balances and refundable 
deposits (including entry contributions) as they fall due; the factors 
that the approved provider considered in determining the minimum 
level of liquidity; and the form in which the approved provider will 
maintain the minimum level of liquidity (see section 44(1), Fees and 
Payments Principles (No.2) 2014) 
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Terms  Definition 

maximum permissible interest rate 
(MPIR) 

The rate used to calculate the equivalent daily payment of a 
refundable deposit – that is, the refundable deposit is multiplied by 
the MPIR and divided by 365 days. The MPIR is determined in 
accordance with section 6 of the Fees and Payments Principles 
(No. 2) 2014. 

multivariate analysis Weighs a range of factors to determine their relative importance in 
driving financial performance. 

net borrowing cost before tax (NBCBT) Interest expenses – including deemed interest on lump sum 
accommodation payments – less interest income. 

net financial liabilities (NFL) Financial assets less financial liabilities. 

net financing expense before tax 
(NFEBT) 

Financial income less financial expenses. 

net operating profit before tax (NOPBT) OEBITDA less depreciation and amortisation. 

net profit before tax (NPBT) NOPBT plus NFEBT. 

operating asset Balance Sheet assets required to maintain the operation of a 
residential aged care facility. 

operating EBITDA (OEBITDA) Operating revenues less operating expenses. 

operating liabilities Liabilities shown on the Statement of Financial Position (Balance 
Sheet) that support the working capital of residential aged care 
operations. 

other providers Financial Performance Groups 1, 2 and 3 

per resident per annum 
(prpa) 

A value divided by the number of residents in a facility, expressed as 
resident days divided by 365. 

refundable accommodation deposit 
(RAD) 

A lump-sum amount a care recipient pays for their accommodation 
costs in a residential aged care facility. 

return on equity (ROE) NPBT divided by net equity. 

return on net operating assets (RNOA) OEBITDA divided by net operating assets. 

significant refurbishment As defined by Division 5, subdivision A–Accommodation 
Supplement of the Subsidy Principles 2014. 

size of provider Refers to the number of facilities a provider operates. Size is defined 
as a single facility, 2–6 facilities, 7–19 facilities, 20 or more facilities. 

scale of facility Refers to the number of beds within a facility a provider operates. 

Viability Supplement A payment made under the Aged Care Act 1997 (Cth) to assist aged 
care services in rural and remote areas with the cost of delivering 

services in those areas. The residential viability supplement is 

payable for care recipients in residential care homes that meet 
specific criteria, such as the location of the service and number of 
allocated places. Eligible services are generally those with fewer 
than 45 places in less accessible locations. The Australian 
Government also provides a viability supplement to provide 
additional practical support to eligible Multi-Purpose Services (MPS), 

to services funded under the National Aboriginal and Torres Strait 
Islander (NATSI) Flexible Aged Care Program, and to home care 
services in rural and remote areas. The viability supplement is also 
available for aged care services with greater than 50 per cent of 
their residents meeting the homeless criterion. 

weighted average cost of capital 
(WACC) 

The cost of capital sourced from equity and debt investments, 
divided by the ratio of debt to equity in the capital structure. 
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Executive Summary 

 
Introduction 

The Aged Care Financing Authority’s (ACFA) 2013 and 2014 annual reports on the funding and financing of the 

aged care sector highlighted the variability in the financial performance of different residential aged care 

providers based on earnings before interest, tax, depreciation and amortisation (EBITDA). These reports noted 

that while factors such as provider ownership type (for-profit, not-for-profit and government), size or location 

may have some influence on reported financial performance, those influences are not consistent across the 

industry. This suggests other factors are also affecting financial performance. 

 

On 22 February 2014 Senator the Hon. Mitch Fifield, Assistant Minister for Social Services, requested that ACFA 

undertake a detailed study into, and provide advice on, the factors that influence the financial performance of 

aged care providers, including a focus on what is driving the performance of the better performing providers 

relative to those who are not performing as well and what could be done to improve performance.  The study 

is to include consideration of issues affecting regional, rural and remote providers.  

 

This report focuses on providers of residential aged care, with home care providers to be considered at a later 

date. 

Context 

The aged care industry is undergoing a process of significant change as it adjusts to a more consumer driven 

market, demographic challenges and reforms either recently introduced or underway. 

 

One indication of these challenges was noted in ACFA’s 2014 annual report which estimated, that the 

residential care sector will need to build approximately 76,000 additional places over the next decade based on 

the Government’s service provision targets. When rebuilding work is included, this expansion is estimated to 

require an investment in the order of $31 billion (in 2012-13 prices).   

 

Under its operating framework, ACFA is required to provide advice to Government on the impact of funding 

and financing arrangements on sector viability and sustainability.  Within this broader context, this report 

examines the financial performance of residential aged care providers in order to identify factors that are 

influencing financial performance; considers the extent to which these factors may be provider specific or 

reflect broader systemic issues; and suggests some strategies that providers could consider to improve 

performance. 

 

Our Approach 

In June 2014, ACFA engaged RSM Bird Cameron (RSM) in association with PricewaterhouseCoopers (PwC), to 

undertake a study into the quantitative and qualitative factors that influence and are associated with the 

financial performance of residential aged care providers. 

 

ACFA additionally established a Finance and Accounting Advisory Group to provide input and feedback on the 

design of the study and methodology used for the financial analysis.   



vii 
Aged Care Financing Authority 

Quantitative analysis 

The quantitative analysis sought to examine providers based on their operating financial performance. The 

commonly used financial metrics such as earnings before interest, tax, depreciation and amortisation (EBITDA) 

and net profit before tax (NPBT) contain items such as non-operating income and expenses that are considered 

to be distortive for the purposes of comparative analysis.  

 

To overcome these potential distortions, a variant labelled for the purposes of this study and report as 

OEBITDA (Operating EBITDA) was employed to categorise providers.  This allowed a better comparison of 

provider financial performance, as it removed the inconsistencies caused by the inclusion of non-operating 

revenue and expenses, differing corporate structures and differing financing structures including 

accommodation bonds.  

 

The financial performance of providers was then analysed through the lenses of ownership, location, size and 

level of care (resident care profile), overlayed with additional consideration of other financial and non-financial 

metrics. 

 

It should be noted that the financial analysis conducted in this study was at the approved provider level, not at 

facility level. There is insufficient data to enable the latter. The Charts used in this report are reproduced from 

the study conducted by the consultants, so their numbering in this report is not in numerical order. 

 

Financial performance categorisation method 

To perform the analysis, providers were allocated into four groups based on their OEBITDA (Operating EBITDA) 

financial performance. Group 1 comprised those with the highest level of operational financial performance 

and Group 4, those with the lowest operational financial performance.   

 

The method undertaken categorised providers into the following four Groups: 

 

a. Financial Performance Group 1 (Group 1) – providers whose OEBITDA prpa1 placed them in the 

top 20% (quintile) of all providers; 

 

b. Financial Performance Group 2 (Group 2) – providers whose OEBITDA prpa placed them in the 

next 20% (quintile) of all providers;  

 

c. Financial Performance Group 3 (Group 3) – providers whose OEBITDA prpa is below that of 

providers in the second quintile, not including providers who are in Group 4. 

 

d. Financial Performance Group 4 (Group 4) – the study defined low financial performance as 

financial performance where net operating cash flow2 was below a notional level of repairs and 

                                                           

1
 Per Resident Per Annum 

2
 Cash flow was defined as: OEBITDA + non-operating interest income + building repairs and maintenance – interest 

expense – deemed accommodation charge income. Net operating cash flow was defined as: Cash flow - actual building 
repair and maintenance. If net operating cash flow < $3,000 prpa then the provider was categorised as Group 4. 
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maintenance considered necessary to maintain a facility to a good standard. More detail regarding 

the use and calculation of net operating cash flow is provided in Appendix 1. 

 

A Group 4 classification does not mean that a provider is at risk of failure.  

Qualitative analysis 

The qualitative analysis was based on a survey undertaken by PwC. The survey, developed in collaboration with 

RSM, the Department of Social Services (DSS), ACFA, residential aged care providers and industry peak bodies, 

was undertaken to provide further understanding of the qualitative and other factors that may be influencing 

financial performance. 

 

The survey requested information about governance and strategy, capital management practices, finances and 

refurbishment, operational practices, workforce and marketing (including targeting of residents). 

 

Limitations of the report  

It is important to note that this report (and the RSM study) focus on financial performance only and do not 

examine issues such as the quality of care being provided.  It is also important to note that they are based on 

financial information covering only 2012-13 and hence do not take account of the changes to the funding of 

the industry that took effect from 1 July 2014. These changes are expected to have a positive impact on the 

financial performance for the industry in aggregate. 
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Key Findings 

The key findings from the study are summarised below. 

Factors That Influence the Financial Performance of Providers 

 While certain characteristics are more associated with higher financial 
performance, it was noted that the higher performing groupings did 
nevertheless include providers with a varied range of characteristics across 
the industry spectrum.  
 

 This indicates that, in most cases, providers with any mix of ownership, location, size 

and resident care profile can achieve a sound level of financial performance.   

 

 Except in relation to ‘regional’3 providers in Group 4, where further investigation is 

required to better understand the locational drivers of performance in this diverse 

group, no constraints have been identified that would prevent lower performing 

providers from adopting strategies that could improve their financial performance. 

 

 The aggregate annual OEBITDA for the better performing Groups 1, 2 and 3 was 

$1,910m compared with negative OEBITDA of -$77m for Group 4 providers. This 

reflects an average OEBITDA of $14,370 prpa for the better performing providers 

compared with negative OEBITDA prpa average of -$2,072 for Group 4, which 

suggests break even and positive results are achievable.   

 

The average key operating metrics per resident per annum for each Financial Performance 
Group are summarised in Table 1. 

Table 1: Average Profitability by Financial Performance Group – prpa 

 Group 1  

(prpa) 

Group 2  

(prpa) 

Group 3 

(prpa) 

Group 4  

(prpa) 

Total  

(prpa) 

Number of providers 201 193 290 340 1,024 

Operating revenue  $93,875 $84,372 $78,577 $76,837 $82,594 

Operating expenses  $68,144 $69,123 $71,314 $78,909 $71,812 

OEBITDA $25,731 $15,250 $7,263 -$2,072 $10,782 

Average Groups 1,2,3  $14,370  

 

  

                                                           

3
 In this study, ‘regional’ includes the Australian Bureau Statistics’ classifications of Inner Regional, Outer 

Regional, Remote and Very Remote.   

Chapter 3 

 Section 2.1.2 
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 There is a likelihood of higher financial performance amongst providers with 
certain characteristics:  
 
 Strong disciplined management facilitates better financial performance, including:  

o a strategic focus on residential care; and 

o clear financial objectives and strategies supported by strong focus on:  

 budget management of key revenue sources;  

 expense management;  

 liquidity; and  

 capital and asset management. 

 

 Scale of facility (number of beds per facility) is associated with the better performers, 

particularly for Group 1. Nevertheless, it should be noted that a number of smaller 

facilities were also represented in the better performing Groups 1, 2 and 3.  
 

 Location of facility is an influencing factor, with the better performing providers more 

likely to be based in ‘city’ locations than ‘regional’, including rural or remote locations.  

In part, this is probably also an indication of the impact of scale of the facility as many of 

the facilities operated by providers in ‘regional’ areas also have fewer beds. Location 

alone, however, did not preclude higher financial performance, with ‘regional’ providers 

comprising 17% of the best performing Group 1. ‘Regional’ for the purposes of this study 

includes regional cities, which do not allow the financial performance of providers 

operating in rural, remote or very remote locations to be separately determined based 

on available data. 

 

 Ownership can be linked to financial performance though this variable needs to be 

considered carefully, as providers in the not-for-profit and government sectors often 

have different business motives and funding sources and operate in areas affected by 

the impacts of location and scale as noted above.  For-profit providers were 

predominately found in the best performing Group 1 and not-for-profit and government 

providers were over-represented in the lowest performing Group 4. Nevertheless for-

profit, not-for-profit and government providers were represented in all of the Financial 

Performance Groups.   

 

 Providers classified as ‘high’4 care were associated with higher financial performance 

than providers classified as ‘low’ care.  
 

 Higher performing providers have higher levels of revenue, both from ACFI care 

revenues across all care profiles and accommodation payments by residents. The latter 

is linked to house values and correlates with ‘city’ providers being over-represented in 

the better performing groups. 

 

                                                           

4
 ‘High’ and ‘low’ care classifications are based on over 70  per cent of care days delivered having an ACFI 

classification of ‘high’ or ‘low’ respectively, otherwise the classification is ‘mixed’ care. 

Section 4.1.2  

Section 6.2.4 

Section 5.2  

Sections 6.3 & 
6.4  

Sections 3.6 & 
4.4  

Sections 3.4 & 
4.2  

Sections 3.3 & 
4.1  

Sections 3.7 & 
4.5  

Section 4.1.3 

Section 4.1.4  
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 Higher performing providers maintain lower liquidity, use more debt and manage it 

better. 

 

 Regularly refurbished facilities were associated with better performers with Group 1 

providers on average refurbishing their facilities every 9 years compared with 12 years 

for Group 4.  Fresh and appealing facilities corresponded with a strong market focus and 

relatively high revenue flows.  
 

 Greater use of outsourcing of functions was more evident in the better performing 

groups. 

 

  

Section 3.8 

Section 6.4.1 

Section 6.6.2 
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Observations on Ownership 

The distribution of providers by ownership type in each Financial Performance Group is shown in 
Table 2. 

Table 2: Distribution of Providers by Ownership  in each Financial Performance Group  

 Group 1 Group 2 Group 3 Group 4 Total 

Not-for-Profit 32 94 212 206 544 

For-Profit 162 94 53 63 372 

Government  7 5 25 71 108 

Total providers 201 193 290 340 1,024 

 

 Table 2 illustrates that although ownership can be correlated to financial 
performance, ownership alone is not a determinant of financial performance 
as providers from all ownership types were represented in each grouping.  
 
 As providers in the not-for-profit and government sectors often provide services in 

locations where services might not otherwise exist because of the impact of scale of 

facility and remoteness on operating income and expenses, the variable of ownership 

needs to be considered carefully.  

 

 Government providers differ from for-profit and not-for-profit providers, in particular in 

their approach to liquidity management and revenue. They are over-represented in 

Group 4 and ACFA acknowledges that not all strategies for improving financial 

performance may be applicable to government providers. However, efficient and 

effective use of funds received is an important consideration across all ownership types. 

 
 On average, for-profit providers outperform not-for-profit providers 

followed by government providers, as shown in Chart 015.  
 

 

 Not-for-profit providers in the better performing Groups 1, 2 and 3 (Other providers) 

achieved an average OEBITDA of $10,724 prpa compared with a negative OEBITDA of -

$1,496 for Group 4. 

 For-profit providers in the better performing Groups 1, 2 and 3 achieved an average 

OEBITDA of $19,807 prpa compared with an OEBITDA of $3,527 prpa for Group 4. 

 Government providers in the better performing Groups 1, 2 and 3 achieved an average 

OEBITDA of $10,477 prpa compared with a negative OEBITDA of -$10,851 for Group 4. 

Section 3.8.4 & 

4.1.3  

Section 4.1.1  
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Operating revenue of better performing providers compared with 
lower performing providers 

 Providers in the better performing Groups 1, 2 and 3 had higher operating 
revenue 

 The better performing providers (other providers) had both higher ACFI care 

revenue across all resident care profiles, as shown in Chart 019 below, and generally 

higher (deemed) accommodation income from residents, as shown in Charts 021. 

 

 

 

 The higher level of resident income derived by the better performing Groups 
1, 2 and 3 is mainly deemed accommodation revenue  

 For-profit providers received the highest resident income prpa at $30,328 compared 

with not-for-profits at $24,234, mainly due to higher deemed accommodation income 

per resident  

 

 Not-for-profit and government providers in the higher performing Groups 1, 2 and 3 

received approximately $1,300 prpa more than their Group 4 counterparts in deemed 

accommodation income.  There was little difference between the Groups in relation to 

for profit providers. 

 

 The higher accommodation income is likely linked to house values and correlates with 

‘city’ providers being over-represented in the better performing groups. 

Section 4.1.3  
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Operating expenses of better performing providers compared with 
lower performing providers 

 The better performing Groups 1, 2 and 3, across all ownership types, had 
lower average operating expenses  
 

 Average operating expenses for the better performing groups were $69,830 prpa 

compared with $78,909 prpa for Group 4.  

 

 Chart 022 shows the lower average operating expenses for the better performing 

Groups 1, 2 and 3 (other providers) compared with Group 4 by ownership type. 

 

 

 Government providers, across all groups and ownership types, had significantly higher 
operating expenses than any other ownership type, across all Financial Performance 
Groups. 

o They had average operating expenses of $98,510 prpa compared with an 

average of $70,249 prpa for other providers.  This was mainly due to their higher 

wages and superannuation expenses at an average of $75,283 prpa compared 

with an average of $49,285 prpa for other providers.  

 

o This was partially offset by higher average operating revenue of $96,891 prpa 

compared with an average of $81,757 prpa for other providers; this in part 

reflects the additional funding received from state and local governments to 

meet the higher wages and superannuation expenses.   

 

 Not-for-profit providers in Group 4 had lower average operating expenses than for-

profit providers in Group 4 at $74,900 prpa compared with $78,383 prpa, yet generated 

lower OEBITDA prpa due to lower operating revenues of $73,404 prpa compared with 

$81,910 prpa. 

  

Section 4.1.5  
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Observations on Location 

 Better performing providers were more likely to be based in ‘city’ locations 
than ‘regional’5, including rural or remote locations.   
 
 As was the case with ownership, there was a correlation with better financial 

performance but location alone did not determine financial performance.  There were 

‘regional’ providers in the top performing group and ‘city’ providers in the lower 

performing group. 

 

 

 ‘City’ providers make up 58% of the overall industry yet represented 80% of the top 

performing Group 1 and 41% of Group 4.  

o ‘City’ providers in the better performing Groups 1, 2 and 3 achieved an average 

OEBITDA prpa of $15,471 compared with providers in Group 4 with an OEBITDA 

prpa of $344. 

 

 ‘Regional’ providers make up 39% of the overall industry yet comprised 17% of the top 

performing Group1 and 56% of the lower performing Group 4.   

o ‘Regional’ providers in the better performing Groups 1, 2 and 3 achieved an 

average OEBITDA prpa of $10,780 compared with providers in Group 4 with a 

negative OEBITDA prpa of -$3,376. 

 

 ‘City and Regional’ providers make up 4% of the overall industry and are fairly evenly 

distributed throughout the Financial Performance Groups.  

o Group 4 providers operating in ‘city and regional’ experience the greatest 

performance gap in this location type, achieving an average negative OEBITDA 

of -$4,518 prpa compared with an OEBITDA of $13,168 prpa for the better 

performing Groups 1, 2 and 3. 

  

                                                           

5
 In this study, ‘regional’ includes the Australian Bureau of Statistics’ classifications of Inner Regional, 

Outer Regional, Remote and Very Remote.   

Section 4.2.1  
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Observations on Size of Provider (Number of Facilities) 

 Results did not improve between the Financial Performance Groups as the 
numbers of facilities owned increased, suggesting economies of scale from 
multiple facility ownership are not strong. 
 
 Approximately 92% of providers operate six or fewer facilities, with larger size 

(7 and more facilities) being dominated by not-for-profit providers (56 of 78). 

 

 Of the 646 providers operating single facilities 447 (70%) were in the better performing 

Groups 1, 2 and 3 compared with 199 (30%) in Group 4.  

 

 Table 3 below shows the distribution of number of facilities owned for the better 

performing Groups 1, 2 and 3 compared with Group 4. 

 

 Table 4 provides further analysis of how the number of facilities owned is split between 

the financial performance groups. 

 

Table 3: Number of Facilities Owned 

Ownership  
 

Financial 
Performance 

Group 

Number of 
providers 

Single 
facility 

2-6 facilities 7-19 facilities 20 or more 
facilities 

Not-for-Profit 
 

Group 4 206 124 71 10 1 

Groups 1, 2 & 3 338 207 86 37 8 

For-Profit 
 

Group 4 63 45 16 2 0 

Groups 1, 2 & 3 309 223 72 10 4 

Government 
 

Group 4 71 30 37 3 1 

Groups 1, 2 & 3 37 17 18 1 1 

Total  
 

Group 4 340 199 124 15 2 

Groups 1, 2 & 3 684 447 176 48 13 

 

Table 4: Financial Performance Group by Number of Facilities Operated by Providers 2012-13 

 Group 1 Group 2 Group 3 Group 4 Total 

Single facility 
 

139 
(69%) 

116 
(60%) 

192 
(66%) 

199 
(58%) 

646 
(63%) 

2-6 facilities 
 

54 
(27%) 

54 
(28%) 

68 
(23%) 

124 
(37%) 

300 
(29%) 

7-19 facilities 
 

5 
(3%) 

18 
(9%) 

25 
(5%) 

15  
(4%) 

63 
(6%) 

20 or more facilities 
 

3 
(1%) 

5 
(3%) 

5 
(6%) 

2 
(1%) 

15 
(2%) 

Total number of providers 
 

201 
(100%) 

193 
(100%) 

290 
(100%) 

340 
(100%) 

1024 
(100%) 

 

  

Section 4.3  
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Observations on Scale of Facility (Number of Beds per Facility) 

 Scale of facility was associated with the better performers. 
 
 The better performing groups had on average higher number of beds per facility as 

shown in Chart 008 below. 

 

 

 The best performing (Group 1) providers operated approximately 80 beds per facility on 

average. 

o This compared with an industry average of 68 beds. 

o In the lower performing Group 4 the average was 55 beds.   

 

 Nevertheless, it should be noted that a number of smaller scale facilities were also 

represented in the better performing Groups 1, 2 and 3. 

o 167 providers in the better performing groups (24% of 684 providers) had 

facilities with less than 50 beds per facility compared with 181 Group 4 

providers (53% of 340 providers) with facilities of less than 50 beds. 

 

 As noted earlier, smaller scale facilities were more common in ‘regional’ than ‘city’ 

locations. 

 
 
 
 

  

Section 4.4  
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Observations on Type of Care 

 Providers classified as ‘high’6 care were more associated with higher 
financial performance than providers classified as ‘low’ care  
 

 75% (511) of the providers in the better performing Groups 1, 2 and 3 were classified as 

‘high’ care and only 2% (17) were classified as ‘low’ care. 

 50% (172) of Group 4 providers were classified as ‘high’ care and 26 (8%) were ‘low’ 

care. 

 ‘Mixed’ care providers were predominantly not-for-profit, with 213 out of 298 (71%) of 

mixed care providers being not for profits.  

 Table 4 shows the distribution of the Financial Performance Groups by resident care 

profile. 

  

Table 4: Financial Performance Groups by Resident Care Profile 

Ownership  
 

Financial 
Performance 

Group 

Number of 
providers 

High care Mixed care Low care 

Not-for-Profit 
 

Group 4 206 89 98 19 

Groups 1, 2 & 3 338 210 115 13 

For-Profit 
 

Group 4 63 47 14 2 

Groups 1, 2 & 3 309 282 25 2 

Government 
 

Group 4 71 36 30 5 

Groups 1, 2 & 3 37 19 16 2 

Total  
 

Group 4 340 172 142 26 

Groups 1, 2 & 3 684 511 156 17 

 

 Group 4 providers, across all ownership types, had relatively higher 
operating expenses prpa for all care levels, particularly for ‘mixed’ and ‘high’ 
care, as shown in Chart 024. 
 

 

  
                                                           

6
 ‘High’ and ‘low’ care classifications are based on over 70  per cent of care days delivered having an ACFI 

classification of ‘high’ or ‘low’ respectively, otherwise the classification is ‘mixed’ care. 
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Observations on Capital Management 

 Higher financial performance was correlated to providers with particular 
capital management strategies 

 Group 1 providers used proportionately more debt (61%) than other providers. 

 The top two groups, Groups 1 and 2 used approximately twice (61% and 50%) as much 
debt as the bottom two groups, Groups 3 and 4, (22% and 26%). 
 

 These observations can be seen in Chart 011 below.  
 

 

 

 For-profit providers used a higher proportion of debt (58%) than not-for-
profit providers (32%) across the Financial Performance Groups. 
 

 On average accommodation bonds account for 89% of operating liabilities 
and this does not vary significantly across the groups or ownership types. 

 

  

Section 3.8.2  
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 The top two groups hold approximately half the proportionate liquid asset 
balance of the bottom two groups.  

 The top two groups (Group 1 and 2) with 21% and 24% liquid assets hold 

approximately half the proportionate liquid asset balance of the bottom two groups 

(Groups 3 and 4) of 47% and 40%. 

 In the better performing Groups 1, 2 and 3, for-profit providers held lower liquid 

asset balances of 18%, compared with 39% held by not-for-profit providers.  

 These observations can be seen in Chart 030 below. 
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Observations on ‘Regional’ Providers 

 ‘Regional’ providers represent 39% of all providers, with 17% of Group 1 
providers, and 56% of Group 4 providers classified as ‘regional’.  

 Not-for-profit and government providers together represent 86% of ‘regional’ providers, 

with 46% and 80% respectively operating in ‘regional’ locations.  

 On average ‘regional’ providers operate facilities with a substantially lower 
average number of beds per facility (49) compared with providers in ‘city’ 
and ‘city and regional’ (mixed) locations (74). 

 Lower OEBTIDA is primarily due to lower operating revenues as seen in 
Charts 052 and 53.  

 There is a gap of $7,175 OEBITDA prpa between ‘regional’ providers and those operating 

in both ‘city’ and mixed locations.  

 

 Lower revenue from both ACFI care revenues and resident accommodation income, 

across all ownership groups, contribute to this lower outcome.   

 

 

 

 

  

Section 7.1  
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 ‘Regional’ government providers, incur higher operating expenses. 

 ‘Regional’ providers have operating expenses of $72,327 prpa, compared with their 

counterparts in ‘city’ and mixed locations of $71,702 prpa, this is mainly due to the 

higher operating expenses of government providers. As ‘regional’ in this report covers 

both regional cities and rural and remote areas, it cannot be determined what the 

operating expenses are for providers in rural and remote locations specifically.  

 

 Government ‘regional’ providers have substantially higher operating expenses of 

$88,332 prpa compared with $68,768 prpa for other ‘regional’ providers, across the 

other ownership types. Government providers in Group 4 also experience higher 

operating expenses. 

 

 

 

 The viability supplement7 is generally well targeted 

 Only 16% of recipients in the top two financial groups (Groups 1 and 2) reported 

receiving these supplements.  The supplement added nearly $2,000 prpa on average to 

the OEBITDA of eligible ‘regional’ providers in Group 4.   

 A number of providers who would have otherwise been categorised as Group 4 

providers were instead categorised as Group 3 as a result of receiving the viability 

supplement. 

 

 Overall, there are certain characteristics associated with location – primarily 
scale of facility, care type, less potential to generate resident 
accommodation income and reliance on non-operating income – that are 
associated with lower financial performance. 

 ACFA considers that specific issues affecting financial performance of rural 
and remote providers, as a subset of ‘regional’, warrant further detailed 
analysis and consideration.   

 The data available to ACFA for this study, particularly at the facility level, was limited in 

enabling ACFA to analyse, in sufficient detail, issues affecting rural and remote areas. 

 

                                                           

7
 The Viability Supplement is paid to qualifying facilities. This report analyses all financial data at the 

approved provider level. 
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Observations on Group 4 Providers 

 Many providers in this group may not be primarily driven by a profit or 
revenue maximising motive 

 This is evidenced by the proportion of not-for-profit and state and local government 

providers in this group, likely with a focus on providing services in locations where such 

services might not otherwise exist.  

 

 This is supported by the results of the survey of providers in this Group in that they were 

not intending to leave the industry and intended to continue to provide services despite 

their lower financial performance. 

 

 In summary, Group 4 providers have the following characteristics in general: 
 
 They operate smaller facilities (number of beds), whereas the better performing 

providers are associated with larger facilities (average 55 beds compared with 73 beds); 

 They have higher absolute operating expenses and higher percentage of operating 

expenses relative to their operating income (operating expenses: $78,909 prpa, 

operating income: $76,837 prpa);  
 They receive lower revenue from resident accommodation payments ($3,552 prpa 

compared with $4,942 prpa for Groups 1, 2 and 3), likely reflecting in part the lower 

house values in ‘regional’ Australia where the majority of Group 4 providers operate; 

 They receive lower ACFI care revenue prpa ($39,256) ,across all resident care profiles 

and ownership types, than other groups ($43,668 prpa); and 

 They had the lowest proportion of providers classified as ‘high’ care at 50% (172 of 

340) and the highest proportion of providers classified as‘ low’ care at 8% (26 of 340).  
 Many providers in Group 4 rely on non-operating sources of revenue to compensate, in 

part, for lower operating financial performance and to support their viability, for 

example state and local government funding for government providers and fund raising 

and donations for not-for-profit providers.  
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Other Observations 

 Almost half of respondents to the main qualitative survey indicated plans to 
expand, with almost half planning to maintain the status quo; only 7% plan 
to downsize or exit the industry.   

 Of those planning to expand, bank loans and lump sum accommodation deposits were 

identified as the main sources of funding.  Capital grants and donations are important 

sources of funds for ‘regional’ providers, mainly Groups 3 and 4. 

 

 There was insufficient response to the separate survey of Multi-Purpose 
Services and Aboriginal and Torres Strait Islander flexible services to enable 
proper analysis of these service models.  

 It should be noted that the financial results for the 177 providers operating these 

services were not included in the analyses of the mainstream residential care 

providers in this report. 
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What Could be Done to Improve Performance 

The analysis in this report indicates that a significant portion of the industry can achieve 

satisfactory or better financial results based on the status quo of the industry at 30 June 2013. 

 

It is also clear that of the lower financial performers, the results in some cases reflect different 

financial and social objectives of the organisations and that financial performance is not 

necessarily the main priority for these organisations.  

 

There is a range of actions lower performing providers could consider to improve their 

financial performance.  ACFA acknowledges that not all of these may be achievable or 

congruent with providers’ business objectives. However, they are important matters for 

providers to consider. 

 

Strategies providers could consider include: 

o Stronger governance – including consideration of skill sets of boards and more 

regular review of risk, financial and strategic plans; 

o Improved financial management – including clear financial goals, regular review of 

budgets and management of expenses and key revenue streams; 

o Better asset management – including investment in and refurbishment of facilities, 

consideration of appropriate scale of facilities and consideration of best approaches 

to debt and liquidity management;  and  

o Administration efficiencies – including use of outsourcing and shared or pooled 

services.  

 

 

Recommended Next Steps 

1. ACFA recommends a more detailed analysis of the rural and remote sector to be 
undertaken with the assistance of industry peak bodies in obtaining more granular data 
on the sector. 
 

2.  ACFA considers that a more detailed analysis of the financial performance of the Home 
Care sector should be deferred until after the rural and remote analysis is undertaken 
using a similar model to assess and measure the financial performance of home care 
providers. 
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Chapter 1 – Background for Study 

1.  Background 

The Aged Care Financing Authority (ACFA) is a statutory committee whose role is to provide independent, 

transparent advice to the Australian Government on financing and funding issues in the aged care industry.  It 

is led by an independent Chairman, complemented by seven members with aged care industry expertise.   

ACFA considers issues in the context of maintaining viable, accessible and sustainable aged care services that 

balance the needs of consumers, providers, the workforce, taxpayers, investors and financiers. 

Australia’s aged care industry is currently undergoing a major transition across both residential and home care. 

Major changes to the industry of which the first tranche commenced in August 2013 and the second tranche 

on 1 July 2014, are likely to have a significant impact on the provision of aged care in Australia. 

1.1  Terms of Reference for This Report 

On 22 February 2014 Senator the Hon. Mitch Fifield, Assistant Minister for Social Services, requested that ACFA 

undertake a detailed study into, and provide advice on, the factors that influence the financial performance of 

aged care providers, including a focus on what is driving the performance of the better performing providers 

relative to those who are not performing as well and what could be done to improve performance.  The study 

is to include consideration of issues affecting regional, rural and remote providers.  

This report covers residential aged care providers. A later report will address home care providers. 

1.2  This Report 

ACFA’s  2013 and 2014 annual reports on the funding and financing of the aged care industry highlighted the 

variability in the financial performance of residential aged care providers based on earnings before interest, 

tax, depreciation and amortisation (EBITDA). These reports noted that while factors such as ownership type 

(for-profit, not-for-profit and government), size and/or location may have some influence on reported financial 

performance, those effects are not consistent across the industry, which suggests other factors are also 

influencing financial performance. 

In June 2014, ACFA engaged RSM Bird Cameron (RSM) in association with PricewaterhouseCoopers (PwC), to 

undertake a study into the quantitative and qualitative factors that influence and are associated with the 

variable financial performance of residential aged care providers. 

In undertaking this study the consultants considered the industry through the lenses of ownership, location, 

size and level of care (resident care profile), then overlayed these factors with an analysis of financial and other 

non-financial metrics. The consultants focussed on describing the characteristics of all factors that had an 

influence on financial performance. 

A qualitative survey was also undertaken, developed in collaboration with DSS, ACFA, residential aged care 

providers and industry peak bodies. 

Additionally, ACFA established a Finance and Accounting Advisory Group to enhance the analysis of the 

industry by providing input and feedback.  

The study and this report both focus specifically on factors influencing providers’ financial performance and do 

not examine issues such as the quality of care being provided. 
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1.3  Approach  

Reframing of financial metrics  

The study sought to examine providers based on their operating financial performance. The commonly used 

financial metrics such as EBITDA and net profit before tax (NPBT) contain items considered to be distortive, 

such as the inclusion of non-operating income and expenses. In order to overcome these distortions the 

development and application of financial metrics that subdue the effect of these items was required. 

These deficiencies and or impairments to operating analysis include: 

 Inclusion of non-operating income in revenue reporting; 

 inclusion of non-operating expenses in expense reporting; 

 impacts of corporate structures; and 

 differential  impacts of financing, including accommodation bonds. 

More information about how non-operating items were removed from the EBITDA calculation is provided in 

Chapter 2 and Appendix 1. 

Re-categorisation of provider groups  

ACFA’s annual reports categorise the provider population into quartiles using various traditional financial 

metrics. 

In this report providers were allocated into four groups based on their operating financial performance. Group 

1 comprised those with the highest level of financial performance (the top 20%). Group 4 comprised those with 

the lowest financial performance, based on net operating cash flow8 that was below a notional level of repairs 

and maintenance considered necessary to maintain a facility to a good standard.  Further detail on the 

grouping of providers is discussed in Chapter 2. 

Chapter 3 discusses the attributes of providers by financial performance classification. 

 

  

                                                           

8
 Cash flow was defined as: OEBITDA + non-operating interest income + building repairs and maintenance – interest 

expense – deemed accommodation charge income. Net operating cash flow was defined as: Cash flow - actual building 
repair and maintenance. If net operating cash flow < $3,000 prpa then categorised as Group 4. 
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Analysis and comparison of Groups 

The better performing providers, Groups 1, 2 and 3, were then compared to those with lower financial 

performance, Group 4, sorted by attribute9, in terms of: 

 key Profit and Loss (P&L) metrics and underlying drivers – Chapter 4; 

 key Balance Sheet metrics – Chapter 5; and 

 qualitative characteristics – Chapter 6; 

Qualitative survey  

The survey sample was stratified by location and ownership to ensure it was representative of the industry. 

Providers were invited to complete an online survey that was then calibrated with the quantitative Financial 

Performance Groups and analysed.  

The survey addressed the following areas: 

 governance and strategy; 

 capital management; 

 finance and refurbishment; 

 operations; 

 workforce; and 

 marketing, including targeting of residents. 

The completed survey responses were analysed using a multivariate analysis to try to understand the range of 

factors and their relative importance in driving operational financial performance. Nine keys factors were 

identified that when combined with the quantitative data allowed the key drivers of financial performance to 

be established. The most influential qualitative factors of provider financial performance are discussed in 

Chapter 6. The factors where the correlation is not as strong are discussed at Appendix 2. 

  

                                                           

9
 Ownership, location, size, scale (number of beds per facility) and type of care.  
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Chapter 2 – Overview of Methodology for Financial 
and Non-Financial Metrics 

2.  Introduction of Methodology 

This Chapter outlines the methodology used to derive a new financial metric to enable better understanding of 

the drivers of operational financial performance, and will describe both the financial (quantitative) and non-

financial (qualitative) metrics utilised in the study. It will first focus on the quantitative approach, both from an 

operational (income and expense) and structural (balance sheet) perspective, and then discuss the approach 

taken to understand the non-financial metrics utilising a qualitative approach. The study and this report 

contain analysis of financial information provided by mainstream residential aged care providers and do not 

include providers of Multi-Purpose Services or Aboriginal and Torres Strait Islander flexible services. 

2.1  Quantitative Analysis  

2.1.1 New financial metrics applied – Operating Focus  

The financial metrics applied in this study attempt to screen out non-operating income and expenses to 

produce results that are more representative of actual aged care operations. Figure 1 below outlines the 

mapping from traditional metrics, through adjustments, to operating metrics for comparison and 

categorisation. 

Figure 1 
Traditional 

Metric 
Adjustments Operating Metrics 

Add Deduct Label Represents 
      

 
 
Revenue  

Deemed 
Accommodation 
Charge*** 

Related party income   
 
Operating Revenue  

Revenue directly related to operating 
residential aged care facility Investment income  

Interest Received 

Donations 

Capital Grants  

 
 
Expenses*  

 Finance expenses  
 
Operating Expenses  

Operating expenses directly incurred in 
earning the operating revenue  Related party charges** 

Other non-op charges 

 
 
 
 
EBITDA 

   
 
 
 
OEBITDA  

Operating net earnings = Operating Revenue 
– Operating Expenses before interest, tax, 
depreciation and amortisation  

NPBT   NOPBT 
OEBITDA less depreciation and amortisation  

 
Net Cash Flow 
before Tax  

   
Net Operating Cash 
Flow (before tax) 

OEBITDA  after adding back actual repair 
expense  

*Not including depreciation and amortisation  

**Including related party rent charges 

***Bonds held by providers converted at average June 2013 Maximum Permissible Interest Rate (MPIR) 

In 2012-13 not all providers had access to accommodation bonds. Those operating ‘low’10 care or ‘high’ care 

extra service places received accommodation bonds, whereas ‘high’ care places attracted a daily 

accommodation charge. To account for this difference in accommodation payments, and to provide 

                                                           

10
 ‘High’ and ‘low’ care classifications are based on over 70  per cent of care days delivered having an ACFI classification of 

‘high’ or ‘low’ respectively, otherwise the classification is ‘mixed’ care. 
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equivalence across providers a deemed accommodation charge was calculated based on the aggregate lump 

sums held by providers and the average Maximum Permissible Interest Rate (MPIR) for 2013. 
 

Items excluded from EBITDA 

As noted above, the calculation of EBITDA includes a number of revenue and expense items that potentially 

distort the comparison of entities.  It was therefore predetermined that a number of items, as outlined in Table 1 

below, should be removed from the calculation of EBITDA, the standard accounting metric used for provider 

comparison in the ACFA annual reports. 

This ‘revised’ calculation is determined as: operating earnings before interest, tax, depreciation and 

amortisation (OEBITDA). 

 

Table 1: Items excluded from OEBITDA 

Excluded Item Rationale for Exclusion FY13 

Value 

Trust distributions Trust distributions are not generated from the aged care 

operations of the reporting entity and should be excluded. 

$12m 

Interest income This is a financing item and should be considered below the 

EBITDA line. 

$233m 

Donations and 

contributions 

Although a legitimate source of income, donations and 

contributions are not derived solely from aged care operations 

and are distorting because not all providers seek these. 

$75m 

Capital grants This non-operating revenue item is used for capital works. It is 

included in earnings under accounting standards. 

$39m 

Insurance claims These are irregular items and may be operating or capital in 

nature. 

$7m 

Profits or losses on 

sale of assets 

These are non–operating items and are distorting for comparison 

purposes. 

Net $40m 

Revaluation increases 

or decreases 

Non–operating item accounted for below EBITDA line. Net ($6m) 

Contributions to 

parent entities 

Non–operating item and distorting for comparative purposes. ($5m) 

Rent Rent is inconsistently charged depending on how providers have 

set up their corporate structures. 

($186m) 

Total items excluded from OEBITDA $209m 

 

A more detailed analysis of the non-operating items removed from EBITDA to transition to OEBITDA is provided 
in Appendix 1. 
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2.1.2 Financial Performance categorisation (ownership, location, size and resident care 
profile) 

The primary measure of financial performance used to rank and group providers was operating earnings before 

interest, tax, depreciation and amortisation (OEBITDA) per resident per annum (prpa). 

 

The ACFA Finance and Accounting Advisory Group were consulted to assist in appropriately categorising 

providers’ financial performance. The study sought to understand financial performance along a continuum; 

therefore it was decided to develop a categorisation that centred on financial performance rather than by 

grouping the industry on a quartile basis. 

 

Providers were categorised by financial performance as follows: 

 

Financial Performance Group 1 (Group 1) – providers whose OEBITDA prpa placed them in the top 

20% (quintile) of all providers; 

Financial Performance Group 2 (Group 2) – providers whose OEBITDA prpa placed them in the next 

20% (quintile) of all providers;  

Financial Performance Group 3 (Group 3) – providers whose OEBITDA prpa is below that of providers 

in the second quintile, but does not include providers that are in Group 4; and 

Financial Performance Group 4 (Group 4) – the study defined low financial performance as financial 

performance where net operating cash flow11 was below a notional level of repairs and maintenance 

considered necessary to maintain a facility to a good standard. More detail regarding the calculation 

of net operating cash flow is provided in Appendix 1. 

Group 4 classification does not mean that a provider is at risk of failure. Providers in Group 4 have developed 

alternative income streams so that they can continue to operate, despite the challenges they face. This is 

discussed in Chapter 4, section 4.6. 

  

                                                           

11
 Cash flow of Group 4 was defined as: Aggregate OEBITDA of Group 4 + non-operating interest income + building 

repairs and maintenance – interest expense – deemed accommodation charge income. Net operating cash flow was 
defined as: Cash flow - actual building repair and maintenance. If net operating cash flow < $3,000 prpa then the 
provider was categorised as Group 4. 
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The average OEBITDA prpa of each of the Financial Performance Groups is presented in Table 2. 

Table 2: Average OEBITDA prpa by Financial Performance Group 2012-13 

 Number of 

Providers 

Resultant 

 % 

Average OEBITDA 

(prpa) 

Group 1  201 20% $25,731 

Group 2  193 19% $15,250 

Group 3  290 28% $7,263 

Group 4  340 33% -$2072 

Total  1024 100% $10,782 

 

The total industry operating statistics within these Financial Performance Groups are presented in Table 3.  

Table 3: Key Aggregate Financial Metrics 2012-13   

 Group 1  

($m) 

Group 2  

($m) 

Group 3 

($m) 

Group 4  

($m) 

Aggregate 

($m) 

Operating revenue $3,066 $3,599 $4,518 $2,849 $14,032 

Operating expenses -$2,226 -$2,949 -$4,100 -$2,926 -$12,201 

OEBITDA $840 $651 $418 -$77 $1,832 

NOPBT $731 $478 $141 -$235 $1,115 

% of Operating revenue for each Group 

Operating expenses 73% 82% 91% 103% 87% 

OEBITDA 27% 18% 9% -3% 13% 

NOPBT 24% 13% 3% -8% 8% 

 

2.1.3 New financial metrics applied – Balance Sheet 

It is important to separate the analysis of an investment in operating assets from the analysis of how that 

investment is financed. This treatment is similar to the separation of operating and financing revenues and 

expenses in the income statement; therefore, for this analysis operating and financial assets and liabilities 

have been separated in the statement of financial position (balance sheet). 
 

To facilitate this analysis the balance sheet has been organised into net operating assets (NOA) and net financial 
liabilities (NFL). More detail on this is provided in Appendix 1. 
 

Related party liabilities 

There are several circumstances in which a provider’s statement of financial position may show related party 
liabilities. These include where: 
 

 operations are conducted via an operating company and property company, or other multi-entity 

structures exist. These types of structures may give rise to related party liabilities; 

 the use of related party debt rather than equity, may give rise to related party liabilities; and 

 providers using trust structures to accumulate rather than distribute operating surpluses do so 

through the creation of related party liabilities in the operating entity. 
 

In each of these cases equity may be inconsistently stated when comparing providers. To avoid any distortion 

caused by the commercial and structural preferences of providers, related party liabilities have been treated 

as equity. This is consistent with the calculation of operating outcome (OEBITDA) and net operating profit 

before tax (NOPBT). 
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2.1.4 Reconciliation with General Purpose Financial Reports (GPFRs)  

The quantitative analysis undertaken to inform this report was based on a single year’s GPFR (2012-13) 

data. This is the same data set used to inform the 2014 ACFA annual report. The data used, therefore, only 

represents an historical snapshot of one financial year. The level at which some line items are reported 

was very low and so raises limitations and impaired usability in particular by adjustments made to the 

financial data to cater for potential inconsistencies12.  

The following data supplied by DSS was also considered in this study: 

 Aged Care Funding Instrument (ACFI) payment data; and 

 Viability Supplement payment data. 

The total industry mapping of EBITDA to OEBITDA using the methodology outlined in Figure 1 discussed earlier 

is set out below in Figure 2, based on 2012-13 financial returns. 

Figure 2 

 

  

                                                           

12
 For example, only 4% of providers reported capital grants, 32% reported donations and 13% reported related party 

loans 
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Figure 3 below demonstrates how the consultants’ reconciled EBITDA, as calculated in the ACFA annual 
reports, with OEBITDA, as used in this study. The diagram also outlines NOPBT. A more detailed version of the 
items in each calculation is contained in Appendix 1. 

Figure 3 
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Effect of Revisions to the Income Statement on EBITDA and NPBT 

By revising the income statement, net operating profit before tax (NOPBT) and net financing expense 

before tax (NFE) can be derived. Table 4 below demonstrates the impact on reported EBITDA and NPBT 

when non-operating income and expense items are removed, and notional accommodation revenue 

and interest in relation to accommodation bonds is included (deemed accommodation charge). The 

effect has been analysed over a three year period.  

 

Table 4: ACFA EBITDA and NPBT Compared to OEBITDA and Revised NPBT 

 2013 2012 2011 

ACFA Reported EBITDA ($m) $1,473 $1,544 $1,333 

OEBITDA ($m) $1,835 $1,946 $1,951 

Change ($m) + $363 + $402  +$617 

Percentage change + 25% +26% +46% 

     

ACFA Reported NPBT ($m) $594 $726 $526 

Revised NPBT ($m) $432 $581 $549 

Change ($m)  - $162  -$145  +$23 

Percentage change - 27% - 20% + 4% 

 

The inclusion of deemed accommodation income (deemed accommodation charge) significantly impacts 
OEBITDA positively compared with EBITDA. 

 

2.2  Qualitative Survey  

2.2.1 Survey construct and application 

A confidential questionnaire, jointly designed by PwC and RSM, was developed in conjunction with an expert 

ACFA sub-committee and significant testing with a range of industry representatives and industry peak body 

leaders. 

Sixty qualitative questions and three quantitative questions covered governance and strategy, capital 

management, finance and refurbishment, operations, workforce and resident focus and marketing.  

The survey was targeted at CEOs or other senior executives of mainstream residential aged care services and 

did not include Multi-Purpose Services or Aboriginal and Torres Strait Islander flexible services. Participants 

were identified from ACFA data, augmented by contact lists held by RSM, PwC and Stewart Brown. 

Survey participants were recruited through an email invitation accompanied by a letter from Lynda O’Grady, 

Chairman of ACFA. 
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Table 5, below, sets out the factors addressed in the survey questions. 

Table 5: Factors Addressed in Survey Questions 

Question type Questions 

General Information Qs. 1-2 

Governance/Strategy Qs. 3-11 

Capital Management Qs. 12-17 

Finance Qs. 18-29 

Operations Qs. 30-38 

Workforce Qs. 39-41 

Resident/Marketing Qs. 42-48 

Facility Level Qs. 49-60 
 

 

2.2.2 Survey Response and analysis 

The survey sample was designed with careful attention to the representative integrity of the sample size and 

mix. Providers were selected based on their location, ownership, financial performance outcome and size 

(number of facilities) to ensure a representative distribution, which were then mapped back to the Financial 

Performance Groups. The distribution of providers by Financial Performance Group that completed the survey 

is represented in Chart 130 below.  
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The survey was available to be completed by providers from 25 September 2014 to 6 November 2014. The 

distribution of responses by ownership type from 164 completed surveys and 55 partially completed surveys13 

is set out below in Chart 129. 

 

Multivariate analysis14 using eight key factors was conducted to explain the difference between the higher and 

lower performing provider groups.  

A survey of Aboriginal and Torres Strait Islander flexible fund program providers and Multi-Purpose Service 

(MPS) providers was also conducted. The survey required 15-20 respondents from the total population of 177 

providers (30 flexible fund program and 147 MPS) in order to allow robust analysis to be undertaken. At the 

close of the survey only 13 respondents were received. Aboriginal and Torres Strait Islander flexible services 

and MPS are therefore not included in any analysis in this report but are discussed separately in Chapter 9. 

  

                                                           

13
 A target of 200 responses had been set against a minimum level of 117 responses calculated as required to provide 

representation. Of the 55 partially completed surveys, 9 were completed but not submitted, 17 were more than 50% 
complete, 29 were less than 50% complete. 
 
14

 Multivariate analysis examines a range of drivers/factors to understand their relative importance.  
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2.3 Limitations of the Methodology  

The quantitative analysis relies extensively on data that was collected under the Aged Care Act 1997 and held 

by DSS. The data was aggregated and analysed at provider level for the purposes of this study and report. This 

data includes: 

 GPFR data provided by approved providers; 

 facility-level information pertaining to location, ownership and care type (used at provider 

level in this study and report); 

 subsidy-related information (used at provider level in this study and report); and 

 information about approved places being allocated to providers and those brought online. 

The completeness of the financial information contained in the GPFRs varies from provider to provider. The 

accounting standards are also subject to interpretation and it is possible that interpretations may differ 

between provider and between auditors. In addition, the Department’s interpretation of the accounting 

data provided in the GPFRs for 2012-13 has not been verified with the aged care providers. Analysis of 

financial data is affected by incomplete and aggregated data provided in the segment notes of the GPFRs. 

The inconsistent treatment of certain items in the balance sheet (for example accommodation bonds – 

which can be treated as a current liability, non-current liability or both) impacts the liquidity metrics. Since 

many providers have given “finance expenses/costs”, which may contain other expense items in addition to 

interest expense, the average OEBITDA estimate may be overstated. 

It is of particular note that this analysis is based on financial performance prior to the significant changes to 

industry funding introduced on 1 July 2014, which are expected to impact positively on financial 

performance for many providers. The major changes affecting revenue include market-based 

accommodation prices for non-supported residents, a higher accommodation supplement for new and 

significantly refurbished facilities and a 2.4% real increase in care prices. 

Future studies of this nature would be more statistically valid with an analysis of data from three 

consecutive financial years, which would provide more robust evidence about the quantitative operations 

of aged care providers. This could then be aligned to a qualitative survey that targets areas identified in the 

trend data as needing further insight. 

The quantitative analysis examined the consistency of providers’ performance using EBITDA and OEBITDA. 

Whilst financial performance measured by OEBITDA results in greater consistency of ranking, providers’ 

financial performance rankings do change over time. Providers with better financial performance tend to 

exhibit more consistency when compared to providers with lower financial performance, as measured by 

OEBITDA. 

The PwC managed survey used for the qualitative analysis was voluntary and self-reported, and asked 

respondents to recall past events. Surveys of this type have weaknesses and limitations when asking 

participants to consider causes, or where multiple contributing factors co-exist. 

The multivariate analysis that PwC conducted, for the mainstream residential aged care survey, sought to 

analyse the results in a way that would address these co-existent factors and the limitations of the survey 

methodology. Key aspects of the qualitative findings are discussed in Chapter 6 with the remaining 

findings provided in Appendix 2. 

For the separate Aboriginal and Torres Strait Islander flexible services and MPS survey not enough 

responses were received to allow robust analysis of the results.  
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Chapter 3 – Attributes of Providers by Financial 
Performance Group 

Introduction 
This Chapter provides a summary of the composition of each of the four Financial Performance Groups, 

outlined in Chapter 2, based on a range of attributes such as ownership type, location, size and scale of 

provider, care type and balance sheet structures.  

 

Chapter 4 focuses on a comparison of the better performing groups (Groups 1, 2 and 3) with Group 4 by the 

attributes of ownership, location, size and care type. Chapter 5 compares the balance sheet structures of the 

better performing groups (Groups 1, 2 and 3) with the balance sheet structures for Group 4. 

As noted in Chapter 2, Group 1 represents the highest performing group and Group 4 the lowest performing 

group, based on OEBITDA. 

This Chapter will first focus on the composition of each of the Groups by OEBITDA and then discuss the Groups 

based on the attributes outlined above.  

3.1  Summary OEBITDA  

The key metric adopted to rank and group providers was OEBITDA15 prpa. 

Table 6 below shows OEBITDA prpa by each of the four Groups, outlining the number of providers in each 

Group as well as the highest, lowest and average OEBITDA prpa for each Group. 

Table 6: Total Industry (OEBITDA prpa)  

Financial Performance Group 

 

Number of 

providers 

 

OEBITDA (prpa) 

 

Average Highest Lowest 

Group 1 201 $25,731 $54,921 $19,572 

Group 2 193 $15,250 $19,572 $11,789 

Group 3 290 $7,263 $11,761 -$5,801 

Group 4  340 -$2,072 $41,651 -$82,914 

All Groups  1,024 $10,782 $54,921 -$82,914 
 

Group 1 providers were defined as the top quintile, or the top 20%, when ranked by OEBITDA prpa. The 

lowest ranked provider in this group had an OEBITDA prpa of $19,572 in 2012-13. The average OEBITDA prpa 

of Group 1 was $25,731. 

 

Group 2 providers were determined as the second quintile or those in the next 20% of providers by OEBITDA 

prpa. The highest ranked provider in this group had an OEBITDA prpa of $19,572, while the lowest ranked 

provider attained an OEBITDA prpa of $11,789. The average OEBITDA prpa of Group 2 was $15,250. 

 

                                                           

15
 With the exception of Group 4 which were classified based on net operating cash flow as explained in Chapter 2 
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Group 3 providers comprised providers that had an OEBITDA prpa below that of Groups 1 and 2, whilst 

excluding providers that were categorised into Group 4. The highest OEBITDA prpa of this group was $11,761 

and the lowest was -$5,801. Group 3 attained an average OEBITDA prpa of $7,263.  

 

Of particular note in Table 6 is the diverse range of OEBITDA prpa results with respect to Group 4 providers, 

with this group resulting in an average OEBITDA prpa of -$2,072, ranging from a highest OEBITDA prpa of 

$41,65116to a lowest OEBITDA prpa of -$82,914.    

 

3.2  Summary Profitability, Revenue and Expenses 
The analysis of OEBITDA above can be expanded to assess the underlying drivers of operating revenue and 

expenses as well as assessing net operating profit before tax (NOPBT). These metrics start to build the picture 

of the profitability of the four Financial Performance Groups. 

 

The aggregate profitability of the four Groups is summarised in Table 7 below:  

Table 7: Aggregate Profitability by Financial Performance Group 

 Group 1 Group 2 Group 3 Group 4 Aggregate 

Number of Providers 
 

201 193 290 340 1,024 

Operating Revenue ($m) 3,066  3,599 
 

4,518 
 

2,849 
 

14,032 

Operating Expenses ($m) -2,226 -2,949 -4,100  -2,926 
 

-12,201 

OEBITDA ($m) 840  651 
 

418 
 

-77 
 

1,832 

NOPBT ($m) 731  478 
 

141 
 

-235 
 

1,115 

 

From the above the following observations, with respect to the 340 Group 4 providers (33% of all providers), 

can be made: 

 the aggregate negative OEBITDA of -$77m of the Group 4 providers is substantially offset by $1,909m 

in aggregate OEBITDA reported by the other 67% of providers; 

 operating revenue represents 20% of the aggregate operating revenue of $14b; whilst  

 operating expenses represent 24% of the aggregate operating expenses. 

                                                           

16
 Although the highest OEBITDA prpa in Group 4 was $41,651, providers were categorised as Group 4 if they did not meet 

sufficient cash flow to pay for $3,000 prpa of building repairs and maintenance and equipment replacement. The average 
cost of repairs for providers was reported as $2,280 prpa in the survey. An allowance to pay for the cost of replacing 
consumable plant and equipment over an anticipated life of 10 years at a rate of $10,000 prpa was also taken into 
consideration. When these cash flow adjustments were made to the OEBITDA prpa of the provider with the highest 
OEBITDA, the resulting cash flow was -$44. 
 
Cash flow was calculated as: OEBITDA prpa plus non-operating interest income, less interest expense and the deemed 
accommodation charge. Actual building repairs and maintenance expenses were added back to accommodate 
providers that had an unusual year in this respect in 2012-13. Net operating cash flow was calculated as: Cash flow less 
building repairs and maintenance. If net operating cash flow is < $3,000 prpa then the provider was categorised as Group 
4. 
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The relative profitability per resident per annum (prpa) and as a percentage of operating revenue for the 

Financial Performance Groups is set out in Table 8. 

Table 8: Average Profitability by Financial Performance Group - prpa 

 Group 1  

(prpa) 

Group 2  

(prpa) 

Group 3 

(prpa) 

Group 4  

(prpa) 

Total 

(prpa) 

Number of providers 201 193 290 340 1,024 

Operating revenue ($) $93,875 $84,372 $78,577 $76,837 $82,594 

Operating expenses ($) -$68,144 -$69,123 -$71,314 -$78,909 -$71,812 

OEBITDA ($) $25,731 $15,250 $7,263 -$2,072 $10,782 

% of operating revenue for each Group  

Operating expenses 73% 82% 91% 103% 87% 

OEBITDA 27% 18% 9% -3% 13% 

 

The remainder of this chapter further explores the composition of the four Groups by the attributes outlined at 
the beginning of this chapter.  
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3.3  Ownership 

Chart 003 below shows the distribution of providers by ownership type: not-for-profit (representing 53% of the 
industry), for-profit (36% of the industry) and government17 (11% of the industry).  

 

Chart 004 below outlines the distribution of providers by ownership within each Financial Performance 

Group18.  

 

From Chart 004 the following observations can be made: 

 Group 1 is dominated by for-profit providers – 162 of 201 (81%); 

 Group 2 is evenly spread between for-profit and not-for-profit providers; 

 Group 3 is dominated by not-for-profit providers – 212 of 290 (73%); 

 Group 4 also has a majority of not-for-profit providers – 206 of 340 (61%); and 

 Government providers are mostly found in Group 4, 71 of 108 (66%). 

                                                           

17
 Government providers comprise state and local governments; the Commonwealth Government does not operate any 

aged care services. The 147 Multi-Purpose Services (MPS) operated primarily by state governments are not included. MPS’ 
are jointly block-funded by Commonwealth and state governments to deliver a mix of health, aged care, and community 
services in rural and remote communities.  
18 Group 2 has the same number of for-profit and not-for-profit providers, 94 (48.7%) so there is an overlap in Chart 009. 
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These observations are restated in Table 9 below.  

Table 9: Financial Performance Group by Ownership  

 Group 1 Group 2 Group 3 Group 4 Total 

Not-for-profit 32 94 212 206 544 
 

For-profit 
 

162 94 53 63 372 

Government 7 5 25 71 108 
 

Total 201 193 290 340 1,024 
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3.4  Location 

Chart 005 below provides a representation of the total industry by location19.  

 

 
 

Chart 006 below shows the distribution of the providers by location within each Financial Performance Group. 

  

 

From this Chart the following observations are evident: 

 Groups 1 and 2 are dominated by ‘city’ providers – (80% and 74% respectively); 

 Group 3 is more evenly spread but relative to proportions of total population is 

over-represented by ’regional’ providers; and 

 Group 4 has a majority of ‘regional’ providers (56%) and fewer ‘city’ providers (42%). 

                                                           

19
 In determining ‘city’ only or ‘regional’ only providers, at least 70 per cent of the subsidy days must be provided in that 

geographic classification, otherwise the provider is classified as ‘city and regional’. ‘City’ providers operate in locations 
classified as Major Cities by the Australian Bureau of Statistics (ABS). ‘Regional’ providers operate in the ABS classifications 
of Inner Regional, Outer Regional, Remote and Very Remote. Rural and remote providers are included under ’regional’. 
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These observations can also be seen in Table 10 below.  

Table 10: Financial Performance Group by Location  

 Group 1 Group 2 Group 3 Group 4 Total 

City 160 142 147 141 590 

City and Regional 6 12 11 10 39 

Regional 35 39 132 189 395 

Total 201 193 290 340 1,024 

 

Table 10b shows the percentages of providers in each location. 

Table 10b: Financial Performance Group by Location   

 Group 1 Group 2 Group 3 Group 4 Total 

City 80% 74% 51% 42% 57% 

City and Regional  3%  6%  4%  3% 4% 

Regional 17%  20%  45%  56%  39% 

Total 100% 100%  100% 100%  100% 
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3.5  Size of Provider (Number of Facilities) 

Chart 007 below shows the total industry comprised by the number of facilities operated by providers.  This 

reveals that 63% of providers operate a single facility and 92% of providers operate six or fewer facilities. 

  

 
Table 11 below represents the distribution of the providers by number of facilities operated within each 

Financial Performance Group.  

Table 11: Financial Performance Group by Number of Facilities Operated by Providers 2012-13 

 Group 1 Group 2 Group 3 Group 4 Total 

Single facility 139 116 192 199 646 

2-6 facilities 54 54 68 124 300 

7-19 facilities 5 18 25 15  63 

20 and more facilities 3 5 5 2 15 

Total number of providers 201 193 290 340 1,024 

% of total for each Financial Performance Group 

Single facility 69% 60% 66% 58% 63% 

2-6 facilities 27% 28% 23% 37% 29% 

7-19 facilities 3% 9% 5% 4% 6% 

20 or more facilities 1% 3% 6% 1% 2% 

Total number of providers 100% 100% 100% 100% 100% 

 

The number of facilities does not appear to have a significant impact on financial performance, though there 

are some variations between groups.  Single facility providers make up 63% of all providers but 69% of Group 1 

and 58% of Group 4.  Providers with 2-6 facilities make up 29% of all providers but 37% of Group 4. 

Table 12 below shows the number of facilities operated by providers by ownership. 

Table 12: Number of Facilities Operated by Ownership  

 Not-for-Profit For-Profit Government Total 

Single facility 331 268 47 646 

2-6 facilities 157 88 55 300 

7-19 facilities 47 12 4 63 

20 or more facilities 9 4 2 15 

Total number of providers 544 372 108 1,024 
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This illustrates that the majority of providers operate single facilities and not-for-profits tend to operate 

multiple facilities. 

Table 13 shows the number of facilities operated in each location. 

Table 13: Number of Facilities Operated by Location 

 City City and 
Regional 

Regional Total 

Single facility 
 

380 0 266 646 

2-6 facilities 
 

168 11 121 300 

7-19 facilities 
 

37 19 7 63 

20 or more facilities 
 

5 9 1 15 

Total number of providers 590 39 395 1,024 

 

This table illustrates that providers operating multiple facilities tend to be located in the ‘city’ with only a small 

number of providers operating more than seven facilities in ‘regional’ locations. 
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3.6  Scale of Facility (Number of Beds per Facility) 

Chart 008 shows that the better performing providers have larger numbers of beds per facility on average. 

  

These findings indicate that scale of facility is associated with the better performers, with the best performing 

(Group 1) providers operating approximately 80 beds per facility on average, compared with an industry 

average of 68 beds, and an average of 55 beds in the lower performing Group 4.  Nevertheless, it should be 

noted that a number of smaller scale facilities were also represented in the better performing Groups 1, 2 and 

3 as shown in Table 14 below. 

Table 14: Number of Beds per Facility by Financial Performance Group and Location 

Location Group 0 – <25 
beds 

25 – <50 
beds 

50 – <75 
beds 

75 – <100 
beds 

100 – <125 
beds 

125 – <150 
beds 

> 150 
beds 

Total 

City 
 

Group 1 0 15 61 38 32 8 6 160 

Group 2 2 30 44 36 14 8 8 142 

Group 3 2 27 53 38 19 1 7 147 

Group 4 9 41 43 25 13 7 3 141 

City and 
Regional 
 

Group 1 0 0 5 1 0 0 0 6 

Group 2 0 1 6 5 0 0 0 12 

Group 3 0 1 5 3 2 0 0 11 

Group 4 0 2 5 3 0 0 0 10 

Regional 
 

Group 1 4 6 9 8 7 0 1 35 

Group 2 2 10 13 5 5 3 1 39 

Group 3 12 55 42 14 6 3 0 132 

Group 4 56 73 36 15 5 2 2 189 

Total providers  87 261 322 191 103 32 28 1,024 

 

Table 14 highlights that 181 Group 4 providers (53%)  have facilities with fewer than 50 beds across all 

locations compared with Group 1 at 25 (12%) and Group 2 at 45 (23%). 
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3.7  Type of Care Provided 

Chart 009 represents the total industry by resident care profile, categorised by ‘low’, ‘mixed’ and ‘high’20 care 

provision. This displays the predominance of providers classified as ‘high’ care services, (67%), compared with 

‘low’ care (4%).   

 

 
Table 15 below shows the distribution of providers by resident care profile within each of the Financial 

Performance Groups.   This table shows the predominance of ‘high’ care with Group 4 providers most likely to 

operate as ‘mixed’ and ‘low’ care compared with the other groups. 

Table 15: Financial Performance Group by Resident Care Profile 

 Group 1 Group 2 Group 3 Group 4 Total 

High care 
 

177 153 181 172 683 

Mixed care 
 

24 36 96 142 298 

Low care 
 

0 4 13 26 43 

Total number of providers 201 193 290 340 1,024 

 

  

                                                           

20
 ‘High’ and ‘low’ care classifications are based on over 70  per cent of care days delivered having an ACFI classification of 

‘high’ or ‘low’ respectively, otherwise the classification is mixed care 
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Table 16 below shows the distribution of providers by resident care profile and ownership within each of the 

Financial Performance Groups.  

Table 16: Financial Performance Group by Resident Care Profile and Ownership 

Resident Care Profile Ownership Group 1 Group 2 Group 3 Group 4 Total 

High care 
 

Not-for-profit 22 65 123 89 299 

For-profit 150 85 47 47 329 

Government 5 3 11 36 55 

Mixed care 
 

Not-for-profit 10 27 78 98 213 

For-profit 12 7 6 14 39 

Government 2 2 12 30 46 

Low care 
 

Not-for-profit 0 2 11 19 32 

For-profit 0 2 0 2 4 

Government 0 0 2 5 7 

Total number of providers 201 193 290 340 1,024 

 

Table 16 shows that providers classified as ‘mixed’ care are primarily not-for-profit. This may be a result of the 

legacy low care hostels operated primarily by the not-for-profit sector. With ageing in place occurring, only a 

small proportion of residents with ‘high’ care needs may be in these facilities. Not-for-profits classified as 

‘mixed’ care may be facing pressures to have adequate staff with the skills to manage only a small proportion 

of residents with ‘high’ care needs. This effect of care type on operating expenses is discussed further in 

Section 4.1.5. 
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3.8  Balance Sheet and Capital Management 

3.8.1 Net operating assets  

Chart 010 below shows the Net Operating Assets (NOA) per resident (Operating Assets21 less Operating 

Liabilities). 

 

 
 

Chart 032 above highlights that providers can range significantly in their NOA per resident, with Group 1 

providers reporting higher levels of NOA per resident across both for-profit and not-for-profits. Interestingly, 

Group 4 for-profit providers reported similar results as Group 1 for-profit providers.  

  

 

 

 

 

 

 

 

 

                                                           

21
 NOA are expressed at written down value, accordingly newer facilities will have higher NOA values.  
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3.8.2 Level of gearing  

Chart 033 shows the distribution by level of gearing between the Financial Performance Groups by ownership. 

 
 

As Chart 033 highlights providers in Group 1 had a gearing ratio (Net Operating Assets per resident funded by 

Net Financial Liabilities) of 61%, whereas providers in Groups 3 and 4 had lower ratios of  22% and 26% 

respectively.   

 

For-profit providers in Groups 1, 2 and 3 had a combined average gearing ratio of 55% compared with their 

Group 4 counterparts who had a lower ratio of 50%. In all cases, for-profits had significantly higher gearing 

ratios than not-for-profits. 
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3.8.3 Composition of financial liabilities 

Chart 012 below shows the composition of operating financial liabilities of the four Financial Performance 

Groups.  Accommodation bonds make up the majority of operating liabilities in all cases, though the ratio is 

lower for the for-profit providers in Group 4. 
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3.8.4 Liquid assets as a proportion of accommodation bonds 

Under the Aged Care Act 1997, approved providers are required to comply with Prudential Standards by 

holding liquid assets in accordance with a formal Liquidity Management Strategy to enable them to repay 

accommodation bonds within specified periods.  

 

Chart 013 shows the liquid assets per resident as a proportion of accommodation bonds for the Financial 

Performance Groups by ownership. 

 

 
 

Chart 013 highlights that Group 1 providers had the lowest level of liquid assets at 21%.  

 

Not-for-profit providers in all groups have higher liquidity compared with their for-profit counterparts. In 

particular, Group 3 not-for-profits hold 54% in liquid assets compared with 41% in Group 1. This represents a 

13% difference in bond liquidity.  

 

For-profit providers in Groups 1 and 4, in contrast, reveal a disparity of less than 1% in bond liquidity. 

Government providers, particularly in Groups 3 and 4 have very high liquidity, likely as a result of their 

ownership structures. 

 

Chapter 4 explores in detail the different factors analysed here in terms of the better performing Groups 1, 2 

and 3 compared with the lower financial performance Group 4, in order to compare the attributes of Group 4 

with the better performers. 
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Chapter 4 – Attributes of Operational Financial 
Performance 

Introduction 

Strategic and operational responses to a range of attributes influence financial performance.  These attributes 

include ownership, location, size and care type, which in turn may influence revenue and expense 

management and balance sheet structures and be influenced by the financial objectives of the organisation 

and overall governance and management. 

 

This chapter provides further analysis of the quantitative factors influencing financial performance by 

comparing the better performing Groups 1, 2 and 3 (Other providers), with Group 4.   

Chapter 5 will focus on balance sheet structures and how these correlate with financial performance. 

Influences of qualitative factors on financial performance will be discussed in Chapter 6, focussing on 

governance and management (including capital management). 

As discussed in Chapter 3, Group 4 providers have an aggregate OEBITDA of -$77m compared with an 

aggregate OEBITDA of $1,909m for the better performing Groups 1, 2 and 3.  

A focus on OEBITDA per resident per annum shows that there is a significant gap between the better 

performing Groups 1, 2 and 3, with an average OEBITDA prpa of $14,370, and Group 4 providers, with an 

average OEBITDA prpa of -$2,072, as illustrated in Chart 014. 

 

 

This chapter will focus on the comparison of the better performing groups, (Groups 1, 2 and 3), with Group 4 
through the lenses of: 

o Ownership      4.1  
o Location     4.2 
o Size (number of facilities)   4.3  
o Scale (number of beds per facility)  4.4 
o Type of care provided    4.5  

Section 4.6 will describe how lower operating financial performance is compensated for by the lower 
performing Group 4 to sustain operations.  
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4.1  Ownership 

This section will focus on the comparison of the better performing Groups, 1, 2 and 3, with Group 4 through 
the lens of ownership. It will consider the differences between the ownership types including government 
providers, in particular operating revenue and expenses. Government providers comprise both state and local 
government but do not include Multi-Purpose Services (MPS). 

Table 17 summarises the OEBITDA prpa and underlying operating revenue prpa and operating expenses prpa 
for Group 4.  

Table 17: Profit and Loss (P&L) metrics of Financial Performance Group 4 

Ownership  
 

Number of 
providers 

Operating 
revenue 
(prpa) 

Operating 
expenses 

(prpa) 

OEBITDA 
(prpa) 

Not-for-Profit 
 

206 $73,404 -$74,900 -$1,496 

For-Profit 
 

63 $81,910 -$78,383 $3,527 

Government 
 

71 $88,246 -$99,098 -$10,852 

Total  340 $76,837 -$78,909 -$2,072 

*Minor adjustments have been incorporated to cater for rounding errors. 

These will be further analysed and compared with the other groups as follows: 

 OEBITDA (4.1.1); 

 a summary of operating revenue (4.1.2);  

 analysis of the detailed composition of operating revenue and the influences of different revenue 

streams  (4.1.3);  

 a summary of operating expenses (4.1.4); and 

 analysis of the detailed  composition of operating expenses and the influences of different expenses 

(4.1.5) 

4.1.1 OEBITDA 

As noted in Chapter 3, for-profit providers are over-represented in the higher performing groups and 

not-for-profit and government providers are over-represented in the lower performing groups, as seen in Chart 

004.  

It is important to note that all ownership types are represented in every group and there is evidence that 

ownership type alone is not a determinant of financial performance.  

Not-for-profit and government providers do also perform well and for-profit providers do appear in the lower 

performing groups.  
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Chart 015 demonstrates the range of different results in OEBITDA prpa by ownership type. 

 

The above Chart shows: 

 For not-for-profit providers – a difference of $12,220 prpa between the average OEBITDA for 

better performing Groups 1, 2 and 3 and those in Group 4. 

 For for-profit providers – a difference of $16,280 prpa between the average OEBITDA for 

better performing Groups 1, 2 and 3 and those in Group 4. 

 For government providers – a difference of $21,238 between the average OEBITDA for better 

performing Groups 1, 2 and 3 and those in Group 4. 

 

Table 18 shows a summary of profit and loss in OEBITDA prpa by ownership, with a specific comparison of the 

better performing Groups 1, 2 and 3 with Group 4 providers. 

Table 18: OEBITDA prpa Profit and Loss (P&L) by ownership 

Ownership  
 

Financial 
Performance 

Group 

Number of 
providers 

Operating 
revenue 

prpa 

Operating 
expenses 

prpa 

OEBITDA 
prpa 

Not-for-Profit 
 

Group 4 206 $73,404 -$74,900 -$1,496 

Groups 1, 2 & 3 338 $77,209 -$66,486 $10,723 

For-Profit 
 

Group 4 63 $81,910 -$78,383 $3,527 

Groups 1, 2 & 3 309 $92,229 -$72,422 $19,807 

Government 
 

Group 4 71 $88,246 -$99,098 -$10,852 

Groups 1, 2 & 3 37 $108,217 -$97,740 $10,477 

Total  
 

Group 4 340 $76,837 -$78,909 -$2,072 

Groups 1, 2 & 3 684 $84,201 -$69,830 $14,370 

*Minor adjustments have been incorporated to cater for rounding errors. 
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Table 18 shows the differences between the better performing Group 1, 2 and 3’s and Group 4’s OEBITDA 

prpa: 

 Not-for-profit providers in Groups 1, 2 and 3 achieved an average OEBITDA of $10,723 prpa 

compared with not-for-profit Group 4 providers, who achieved an OEBITDA prpa of -$1,496; 

 For-profit providers in Groups 1, 2 and 3 achieved an average OEBITDA of $19,807 prpa 

compared with for-profit Group 4 providers, who achieved an OEBITDA prpa of $3,527; 

o Group 4 for-profit providers were the only providers that achieved a positive 

OEBITDA within the Group 4 cohort;  

 Government providers in Groups 1, 2 and 3 achieved an average OEBITDA of $10,477 prpa  

compared with government Group 4 providers, who achieved an OEBITDA prpa of -$10,852; 

and 

 The total of Group 1, 2 and 3’s average OEBTIDA prpa was $14,370 compared with Group 4 

providers who achieved -$2,072 prpa. 

The OEBITDA prpa differential between the better performing Groups 1, 2 and 3 and Group 4 is a result of the 

better performing groups achieving both higher revenue and lower expenses prpa. There is a margin squeeze 

experienced by Group 4 providers caused by the combined effect of lower operating revenue prpa and higher 

operating expenses prpa. Group 4 providers are compensating, in part, for their lower operating margins with a 

number of non-operating revenue streams, as outlined in Section 4.6. 

4.1.2 Overview of operating revenue 

Table 19 below represents a summary of operating revenue prpa by ownership type, with a specific 

comparison of the better performing Groups 1, 2 and 3 with Group 4. 

Table 19: Operating Revenue prpa  

Ownership 
Type 
 

Financial 
Performance 

Group 

Number of 
providers 

Operating 
revenue 

Commonwealth 
Government subsidies 

Resident 
income 

Deemed 
accommodation 
charge income* Total with 

ACFI 
ACFI Only 

Not-for-Profit 
 

Group 4 206 $73,404 $48,872 $39,343 $20,721 $5,018 

Groups 1, 2 & 3 338 $77,209 $51,164 $42,060 $24,234 $6,304 

For-Profit 
 

Group 4 63 $81,910 $50,559 $42,999 $27,581 $8,856 

Groups 1, 2 & 3 309 $92,229 $60,523 $46,378 $30,328 $8,638 

Government 
 

Group 4 71 $88,246 $45,588 $34,850 $21,058 $4,062 

Groups 1, 2 & 3 37 $108,217 $53,834 $37,838 $20,983 $5,429 

Total  
 

Group 4 340 $76,837 $48,577 $39,256 $21,458 $5,635 

Groups 1, 2 & 3 684 $84,201 $54,322 $43,668 $26,101 $7,391 
*Deemed accommodation charge income is a component of resident income 
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In Table 19 operating revenue is comprised of: 

 Total Commonwealth Government subsidies - care subsidies (mainly ACFI) and accommodation 

supplements; and 

 Resident income – the basic daily fee for living expenses, resident contributed income tested care 

fees and the deemed accommodation charge income22.  

Table 19 demonstrates that in all ownership types, the better performing Groups (Groups 1, 2 and 3) earned 

substantially more operating revenue prpa when compared with Group 4.   

4.1.3 Composition of operating revenue  

It is noteworthy that under the funding arrangements applying in 2012-13 (and in prior years)23: 

 the revenue received by a provider for care was the same for all residents with the same assessed care 

needs, though the proportions received as government subsidy and resident fee varied with each 

resident depending on their income; 

 the revenue received by providers for daily living expenses (the basic daily fee) was also the same for 

all residents; and 

 the accommodation payment received for all ‘high’ care residents, except in extra service, was also 

the same as it was set by the Government.  

This means that variance in revenue streams were limited to:  

 the level of care funding received through ACFI;  

  accommodation bonds from ‘low’ care residents where the Commonwealth’s fixed accommodation  

charge did not apply; and 

 extra service fees and accommodation bonds in relation to extra service places which were 

market-based. 

The better performing Groups 1, 2 and 3, received more operating revenue prpa, including deemed 

accommodation income, from both government and residents when compared with Group 4. 

  

                                                           

22
 Appendix 1 outlines how a deemed accommodation charge was derived so that comparative financial analysis for this 

report was indifferent as to whether or not a provider had access to accommodation bonds as well as accommodation 
charges. 
23

 The significant change to these arrangements introduced from 1 July 2014 by the reforms was to apply market-based 
accommodation prices for all new residents, with a choice for residents to pay a fully refundable lump sum (Refundable 
Accommodation Deposit) or daily payment (Daily Accommodation Payment), or a combination of both. 
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In Group 4, government24 providers had relatively higher operating revenue prpa than for-profits who had 

higher than not-for-profits.  However, Group 4 providers had lower operating revenue than the better 

performing Groups 1, 2 and 3, within each ownership type, most noticeably in the for-profit and government 

sectors as shown in Chart 016. 

 

 

 

As shown in the Chart above, government providers have relatively higher operating revenue prpa compared 

to providers of other ownership types, which appear to, at least in part, reflect the additional funding received 

from state and local governments. Chart 017 demonstrates this point with government providers having 

received on average $15,134 more operating revenue prpa across all Financial Performance Groups. 

 

 

Commonwealth Government subsidies  

Within Group 4, for-profit providers receive the highest amount of subsidies, followed by government 

providers and not-for-profits. Chart 018 below displays revenue from government subsidies for the 

better performing Groups 1, 2 and 3 compared with Group 4.  

Whilst overall not-for-profit providers receive similar subsidies, with a difference between the better 

performing Groups 1, 2 and 3 and Group 4 of $2,292 prpa, there is significant difference for the better 

performing Groups 1, 2 and 3 in the for-profit and government sectors, at $9,964 prpa and $8,246 prpa 

respectively. 

 

                                                           

24
 Government comprises of state and local government providers, and excludes MPS providers. 
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Revenue received under ACFI for care is the main component of government subsidies.  For-profit providers 

received higher ACFI care revenue followed by not-for-profit then government providers.  Chart 019 below 

shows that not-for-profit providers in Group 4 received $2,717 prpa less ACFI care revenue, than the 

not-for-profit providers in the other three better financially performing groups. For-profit providers in Group 4 

received $3,379 prpa less ACFI care revenue than those in the better performing Groups 1, 2 and 3 and 

government providers received $2,988 less.  

 

 
 

The difference in total government subsidies received by not-for-profit providers is less than the difference in 

the ACFI care revenue they received, because some Group 4 providers received the viability supplement and 

some government providers in Group 4 received other state and local government funding.  

 

Resident income  

Within Group 4, for-profit providers receive higher resident income, followed by not-for-profit then 

government providers.  The resident revenue streams that providers could control were accommodation 

payments by ‘low’ care residents and accommodation payments and extra service fees by residents in extra 

service places.  The level of accommodation payments is linked to house values, and hence location.  

Chart 020 below shows the extent to which revenue differences are related to resident income, the primary 

element of which would be deemed accommodation income (see below).  

Although government providers received relatively similar income from residents regardless of their Financial 

Performance Group, the difference between for-profit and not-for-profit providers in Group 4 compared with 

the better performing Groups 1, 2 and 3 is material.   

Not-for-profit providers in Group 4 receive approximately the same resident income as government providers.  
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The calculation of deemed accommodation income discussed in Chapter 2 enables comparison between 

providers receiving accommodation bonds and periodic payments for accommodation.  

Chart 021 displays the difference in deemed accommodation income across ownership types and between the 

better performing providers in Groups 1, 2 and 3 compared with Group 4 providers.  

 

Of particular interest is that the for-profit providers receive a far greater level of deemed accommodation 

income, followed by not-for-profit and government providers. For-profit providers also tend to be operating in 

‘city’ locations where higher house values may be found. 

 

 

 

4.1.4 Overview of operating expenses 

Table 20 below represents a summary of operating expenses prpa by ownership type, with a specific 

comparison of the better performing Groups 1, 2 and 3 with Group 4. 

Table 20: Operating Expenses prpa 

Ownership  
 

Financial 
Performance 

Group 

Number of 
providers  

Operating 
revenue 
(prpa) 

Operating 
expenses 

(prpa) 

Wages and Superannuation*  

$ % Rev 

Not-for-Profit 
 

Group 4 206 $73,404 -$74,900 -$52,657 72% 

Groups 1, 2 & 3 338 $77,209 -$66,486 -$46,691 61% 

For-Profit 
 

Group 4 63 $81,910 -$78,383 -$54,813 67% 

Groups 1, 2 & 3 309 $92,229 -$72,422 -$50,710 55% 

Government 
 

Group 4 71 $88,246 -$99,098 -$76,233 86% 

Groups 1, 2 & 3 37 $108,217 -$97,740 -$74,039 68% 

Total  
 

Group 4 340 $76,837 -$78,909 -$56,373 73% 

Groups 1, 2 & 3 684 $84,201 -$69,830 -$49,145 58% 
* Wages and superannuation are a component of Operating expenses 
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From Table 20 above, the following observations can be made: 

 Government providers have higher operating expenses prpa across all groups, followed by 

for-profit then not-for-profit providers. 

 Group 1, 2 and 3 providers in all ownership types have lower operating expenses, -$69,830 prpa 

compared with -$78,909 prpa for Group 4 providers.  

 Group 1, 2 and 3 not-for-profit providers incurred operating expenses that were $8,414 prpa lower 

than Group 4 providers. 

 Group 1, 2 and 3 for-profit providers incurred operating expenses that were $5,961 prpa lower 

than Group 4 providers. 

 Wages and superannuation expenses constituted 73% of total operating expenses for Group 4 

providers and were significantly higher for both Group 4 government providers and government 

providers in the better performing Groups 1, 2 and 3. 

4.1.5 Composition of operating expenses 

Chart 022 below shows operating expenses prpa, by ownership type of the better performing Groups 1, 2 and 

3 compared with Group 4.  Government providers have significantly higher operating expenses overall, and 

Group 4 providers have higher operating expenses in all ownership categories than the better performing 

providers. 

 

As shown in the above Chart, government providers have significantly higher operating expenses when 
compared with the other ownership types. Chart 023, below shows that government providers incurred 
operating expenses $28,261 prpa higher than other ownership types. 

  

 

The difference in operating expenses prpa, relative to resident care profile, as seen in Chart 093 below, 

provides some evidence that Group 4 providers are challenged by increasing complexity of care. Although 

operating expenses increase as care increases across all four groups, Group 4 experience higher operating 

expenses as care increases. 
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Wages and superannuation  

A significant contributor to higher operating expenses is generally wages and superannuation. The effect of this 

can be seen in Chart 025, where the wages and superannuation applicable to government providers are clearly 

higher. The cost differential for not-for-profit providers in Group 4 as compared with not-for-profit providers in 

the better performing Groups 1, 2 and 3, is also significant, contributing to a lower OEBITDA prpa outcome. 

 

The higher wages and superannuation costs for government providers accounts for approximately $26,000 of 

the differential $28,261 prpa operating expenses previously discussed. Chart 026 below illustrates the 

significant difference in the wages and superannuation expense for government compared with the other 

ownership types. There is insufficient data to allow for analysis of these costs to ascertain whether the cause 

was higher rates of pay or higher staffing levels. 
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4.2  Location 

Locality is defined by the Australian Bureau of Statistics (ABS) Major Cities Classification. In determining ‘city’ 

only or ‘regional’ only providers for this report, at least 70 per cent of the subsidy days must be provided in 

that geographic classification, otherwise the provider is classified as ‘city and regional’. For the purposes of this 

study, ‘regional’ comprises the ABS classifications of Inner Regional, Outer Regional, Remote and Very Remote. 

The ‘regional’ classification includes rural and remote providers.  

The analysis below does not include Aboriginal and Torres Strait Islander flexible services or Multi-Purpose 

Service (MPS) facilities. Both of these service types mostly operate in rural and remote locations and each has 

distinctive funding arrangements compared with mainstream residential care services. These providers are 

discussed further in Chapter 9. 

This section will first focus on OEBITDA and then provide a by-state distribution by provider ownership type.  

4.2.1 OEBITDA 

As discussed in Chapter 3, Group 1 providers are over-represented in ‘city’ locations and Group 4 providers are 

over-represented in ‘regional’ locations. 

 

Chart 006 shows the distribution of the four Groups by location. 
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Chart 027 demonstrates the range of different results in OEBITDA prpa by location for the better performing 

Groups 1, 2 and 3 compared with Group 4.   

 

 
The above Chart shows: 

 A difference of $15,127 prpa for ‘city’ providers between the average OEBITDA for better 

performing Groups 1, 2 and 3 and those in Group 4. 

 A difference of $17,686 prpa for ‘city and regional’ providers between the average OEBITDA for 

better performing Groups 1, 2 and 3 and those in Group 4. 

 A difference of $14,156 prpa for ‘regional’ providers between the average OEBITDA for better 

performing Groups 1, 2 and 3 and those in Group 4. 

In 2012-13, Group 1, 2 and 3 providers collectively returned positive OEBITDA prpa results in all locations, with 

‘city’ locations providing the highest returns and ‘regional’ locations the lowest. Conversely, the only positive 

OEBITDA prpa returns by Group 4 providers were in ‘city’ locations. Group 4 providers in both ‘city and 

regional’ locations and ‘regional’ locations returned negative OEBITDA prpa outcomes.   

Table 21 shows a summary of profit and loss in OEBITDA prpa by location, with a specific comparison of the 

better performing Groups 1, 2 and 3 with Group 4 providers. 

Table 21: OEBITDA prpa Profit and Loss (P&L) by location 

Location  Financial 
Performance 

Group 

Number of 
providers 

Operating 
revenue 

prpa 

Operating 
expenses 

Prpa 

OEBITDA 
prpa 

City  Group 4 141 $78,891 -$78,547 $344 

Groups 1, 2 & 3 449 $84,626 -$69,155 $15,471 

City & Regional  Group 4 10 $73,559 -$78,078 -$4,518 

Groups 1, 2 & 3 29 $86,929 -$73,761 $13,168 

Regional  Group 4 189 $76,585 -$79,961 -$3,376 

Groups 1, 2 & 3 206 $77,628 -$66,848 $10,780 

Total  
 

Group 4 340 $76,837 -$78,909 -$2,072 

Groups 1, 2 & 3 684 $84,201 -$69,830 $14,370 
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4.2.2 State analysis – Financial Performance Group 4  

A by-state analysis, as outlined in Table 2225 below, shows the state distribution of Financial Performance 

Group 4 by their ownership type. 

Table 22: Financial Performance Group 4 by State     

State/Territory NSW VIC QLD WA SA TAS ACT NT Total 

Not-for-Profit 
 

62 63 30 17 24 7 2 1 206 

For-Profit 
 

14 18 17 7 7 0 0 0 63 

Government 
 

10 50 1 3 3 4 0 0 71 

Total  
 

86 131 48 27 34 11 2 1 340 

 

Group 4 providers are over-represented in ‘regional’ areas, accounting for 56% of all ‘regional’ providers. 
‘Regional’ providers face unique challenges compared with their ‘city’ and ‘city and regional’ counterparts, 
particularly with regard to the scale of their facilities, as discussed later in this Chapter. A more detailed 
analysis of ‘regional’ providers is provided in Chapter 7. 

The remainder of this Chapter will focus on the comparison of the better performing Groups, 1, 2 and 3, with 

Group 4 through the lenses of size, scale (number of beds per facility) and type of care. 

  

                                                           

25
 It is important to note that the distribution is by provider and not where the actual residential aged care facility is 

located. 
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4.3  Size of Provider (Number of Facilities) 

Chart 007 below shows the total industry categorised by the number of facilities operated by providers.  This 

reveals that 63% of providers operate a single facility and 92% of providers operate six or fewer facilities. 

  

 
 

Table 23 below represents the distribution of the providers by number of facilities owned comparing the better 

performing Groups 1, 2 and 3 with Group 4. 

Table 23: Number of Facilities Owned 

Ownership  
 

Financial 
Performance 

Group 

Number 
of 

providers 

Single 
facility 

2-6 facilities 7-19 
facilities 

20 or more 
facilities 

Not-for-Profit 
 

Group 4 206 124 71 10 1 

Groups 1, 2 & 3 338 207 86 37 8 

For-Profit 
 

Group 4 63 45 16 2 0 

Groups 1, 2 & 3 309 223 72 10 4 

Government 
 

Group 4 71 30 37 3 1 

Groups 1, 2 & 3 37 17 18 1 1 

Total  
 

Group 4 340 199 124 15 2 

Groups 1, 2 & 3 684 447 176 48 13 

 

There does not appear to be a strong association between the number of facilities owned and financial 

performance, though there are some variations between groups.  Single facility providers make up 63% of all 

providers but 69% of Group 1 and 58% of Group 4.  Providers with 2-6 facilities make up 29% of all providers 

but 36% of Group 4. 
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4.4  Scale of Facility (Number of Beds per Facility) 

As discussed in Chapter 3, Chart 008 shows the distribution of providers across the Groups based on average 

size of facilities operated by providers. 

 

The Chart illustrates that scale of the facility is associated with financial performance, with the best performing 

(Group 1) providers operating approximately 80 beds per facility on average, compared with an industry 

average of 68 beds, and an average of 55 beds in the lower performing Group 4.  Nevertheless, it should be 

noted that a number of smaller facilities were also represented in the better performing Groups, 1, 2 and 3, as 

shown in Chapter 3.  Similarly a number of providers with larger facilities are in Group 4, as seen below. 

Table 24 below shows the distribution of the 340 Group 4 providers by scale of facility and location, and Table 

25 shows the distribution of the better performing Groups 1, 2 and 3 by location. 

Table 24: Average Number of Beds per Facility for Financial Performance Group 4 

Location 0 – <25 
beds 

25 – <50 
beds 

50 – <75 
beds 

75 – <100 
beds 

100 – <125 
beds 

125 – <150 
beds 

> 150 
beds 

Total 

City 
 

9 41 43 25 13 7 3 141 

City and 
regional 
 

0 2 5 3 0 0 0 10 

Regional 
 

56 73 36 15 5 2 2 189 

Total Providers 65 116 84 43 18 9 5 340 

 

Table 25: Average Number of Beds per Facility for the Better Performing Groups 1, 2 and 3 

Location 0 – <25 
beds 

25 – <50 
beds 

50 – <75 
beds 

75 – <100 
beds 

100 – <125 
beds 

125 – <150 
beds 

> 150 
beds 

Total 

City 
 

4 72 158 112 65 17 21 449 

City and 
regional 
 

0 2 16 9 2 0 0 29 

Regional 
 

18 71 64 27 18 6 2 206 

Total Providers 22 145 238 148 85 23 23 684 

 

Reflecting the strong association between scale of facility and better financial performance, Table 24 above 

highlights the significant difference in the average scale of facilities between Group 4 ‘regional’ providers and 

their better performing Group 1, 2 and 3 counterparts operating in ‘city’ locations. As ‘regional’ covers a 
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diverse range of locations, including rural and remote, it cannot be determined in which precise ‘regional’ 

location the larger facilities are operating.  

A further discussion of scale of facilities and ‘regional’ providers is presented in Chapters 7 and 9. 

Scale of facility can also be considered in terms of number of beds per room; although there was not as strong 

a correlation between room configuration and financial performance, it still had some influence on financial 

performance and may go some way towards explaining why the better performing Groups 1, 2 and 3 have 

achieved economies of scale through bed numbers. This is discussed further in the qualitative findings in 

Chapter 6. 
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4.5  Type of Care Provided 

Chart 009 represents the total industry by resident care profile, categorised by ‘low’, ‘mixed’ and ‘high’26 care 

provision. This displays the predominance of providers classified as ‘high’ care services (67%), compared with 

‘low’ care services (4%).   

 

 
Table 26 below shows the distribution of the better performing Groups 1, 2 and 3 compared with Group 4 by 

resident care profile.  

Table 26: Financial Performance Groups by Resident Care Profile 

Ownership  
 

Financial 
Performance 

Group 

Number of 
providers 

High care Mixed care Low care 

Not-for-Profit 
 

Group 4 206 89 98 19 

Groups 1, 2 & 3 338 210 115 13 

For-Profit 
 

Group 4 63 47 14 2 

Groups 1, 2 & 3 309 282 25 2 

Government 
 

Group 4 71 36 30 5 

Groups 1, 2 & 3 37 19 16 2 

Total  
 

Group 4 340 172 142 26 

Groups 1, 2 & 3 684 511 156 17* 

*There were no Group 1 providers classified as ‘low’  care. 

Group 4 had the lowest proportion of providers classified as ‘high’ care with 50% compared with 75% for the 

better performing Groups 1, 2 and 3, and had the highest proportion of providers classified as ‘low’ care.  

From Table 26 the following observations can be made: 

 For-profit providers are the majority in the better performing Groups 1, 2 and 3 classified as ‘high’ 

care, with 282 of 511 providers (55%). 

 Group 4 had a lower number of providers classified as ‘high’ care, with 172 of 683 providers (25%). 

 Not-for-profits dominate in the ‘mixed’ care classification with 213 of 298 (71%) providers 

classified as ‘mixed’ care.  

                                                           

26
 High and Low Care classifications are based on over 70  per cent of care days delivered having an ACFI classification of 

‘high’ or ‘low’ respectively, otherwise the classification is mixed care 
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Chart 024 below shows the differences in OEBITDA prpa by resident care profile between the better 

performing Groups 1, 2 and 3 and Group 4 providers: 

o High    -$12,081 prpa; 

o Mixed    -$10,153 prpa; and 

o Low     -$ 7,060 prpa. 

When OEBITDA prpa is considered with resident care profile, the gap is widest at ’high’ care suggesting that 

providers in Group 4 may face additional challenges when managing more complex operating environments. 

Chart 024 demonstrates that in all resident care profile categories, the better performing Groups 1, 2 and 3 

incurred lower operating expenses prpa than Group 4.  Although the better performing providers experience 

increased operating expenses as care increases, they do so to a lesser degree than those in Group 4. 
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4.6  Compensating for Lower Financial Performance 

4.6.1 Characteristics of Group 4 providers 

Providers in the better performing Groups 1, 2 and 3 (684) represent 67% of all providers and generate an 

aggregate OEBITDA of $1,909m, with an average of $14,370 prpa. 

The lower financially performing Group 4 (340), generate an aggregate negative OEBITDA of -$77m, with 

average negative OEBITDA of -$2,072 prpa, for  

Group 4 providers are over-represented in the not-for-profit and government sectors and tend to be located 

in ‘regional’ locations. Table 27 shows the distribution of providers by ownership and location. 

 

Table 27: Distribution of Providers by Ownership and  Location 

Location 
 

Not-for-Profit For-Profit Government 

City 
 

264 306 20 

City and Regional 
 

29 8 2 

Regional 
 

251 58 86 

Total  544 372 108 

 

The over-representation of not-for-profit and government providers in ‘regional’ locations, which may bring 

financial challenges, suggests that they (and their funders) may have other than financial measures as the 

key focus of their operations.  

 

Providers in Group 4 exhibit the following characteristics that distinguish them from the better performing 

Groups 1, 2 and 3: 

 They tend to operate smaller scale facilities. 

 They are more dependent on capital grants. 

 While some receive additional government (state and federal) funding, many rely on their 

communities (for donations) or past surpluses, and those with multiple activities may cross 

subsidise to supplement lower operating revenues. 

Despite their lower financial performance, providers in this group have indicated a desire to not only stay in 

the industry but to expand in either portfolio size or scale of facility. Some of the strategies that Group 4 

providers may use to overcome their lower financial performance are discussed in the next section. 
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4.6.2 Composition of non-operating revenue streams 

The relative impact of non-operating revenue sources can be seen in Chart 028 below.  

 

Table 28 analyses the above by ownership type and location. 

Table 28: Impact of Donations and Investment Income for Financial Performance Group 4 by 
Location and Ownership 

 OEBITDA  Interest Income Donations and Contributions 

Location 

City $5,415,122 $22,797,423 $17,567,947 

City and Regional -$40,214,925 $10,763,495 $36,653,851 

Regional -$42,014,340 $10,620,025 $9,729,021 

Ownership 

Not-for-Profit -$39,017,919 $35,902,902 $62,145,790 

For-Profit $19,995,687 $4,773,159 $5,992 

Government -$57,791,910 $3,504,883 $1,799,037 

 

Donations  

Only 334 (33%) of all providers reported income from donations in 2012-13, of which 3%, 89% and 8% were 

for-profit, not-for-profit and government providers respectively.  

Of these, 135 or 40% were Group 4 providers. The average donation received by Group 4 providers was 

$3,894 prpa. This compares with the average for the better performing Groups 1, 2 and 3 of $274 prpa. When 

government providers are excluded from Group 4 the average donation received by the Group increases to 

$4,122 prpa. 

Investment income  

Group 4 providers have high liquidity, which may provide them with investment income to supplement 

operating income. On average, investment income contributed $1,405 prpa. 

Cross subsidisation within ownership groups 

Approximately 41% of Group 4 providers have multiple facilities, compared with 37% for the better performing 

Groups 1, 2 and 3. Group 4 providers may have slightly greater capacity to cross-subsidise between multiple 

sites or other operations. However, there was not enough data to draw conclusions as to the extent to which 

cross subsidisation occurs. 
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Chapter 5 – Balance Sheet Structures 

Introduction 

Chapter 4 discussed the influence of operational financial performance on the better performing 

Groups 1, 2 and 3 compared with Group 4, with a focus on operating income and expenses. This chapter will 

focus on the balance sheet structures of the better performing Groups 1, 2 and 3 (Other providers) compared 

with Group 4 through the lens of ownership. 

Influences of qualitative factors on financial performance will be discussed in Chapter 6, focussing on 

governance, management (including capital management) and other factors that also have influences on 

financing and related balance sheet structures. 

5.1 Gearing  
 
As discussed in Chapter 3, Group 4 providers have a high level of liquidity and low ratio of gearing. Chart 096 

below compares the gearing ratio of the better performing Groups, 1, 2 and 3 with that of the lower 

performing Group 4.  

 

Financial liabilities include interest bearing debt and accommodation bonds. Financial assets are those that 

generate interest income or assets that could generate interest income.  

 

The higher the gearing ratio per resident (pr) (NFL pr / NOA pr), the greater the level of financial liabilities 

compared with overall equity (net asset) position. 

 

As Chart 029 highlights not-for-profit providers in the better performing Groups 1, 2 and 3 have a gearing ratio 

of 54%, whereas Group 4 providers have a ratio of 31%.  

 

The difference between the for-profits is a bigger gap, 95% for Group 4 compared with 145% for the better 

performing Groups 1, 2 and 3. This can be explained in part due to the better performing providers receiving 

higher deemed accommodation income, likely from larger accommodation bonds.   
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5.2 Liquid Assets 
 
Under the Aged Care Act 1997, approved providers are required to comply with Prudential Standards by 
holding liquid assets in accordance with a formal Liquidity Management Strategy to enable them to repay 
accommodation bonds within specified periods.  
 
Chart 030 shows the liquid assets per resident as a proportion of accommodation bonds comparing the better 
performing Groups 1, 2 and 3 with Group 4. 
 

 
 

Chart 030 highlights that Group 1, 2 and 3 not-for-profits had a ratio of 39%, whereas Group 4 had a 46% ratio.  

This represents a 7% difference in bond liquidity. For-profits, in contrast, had a difference of less than 1% in 

bond liquidity.  

 

The difference, however, between not-for-profits and for-profits is substantial, with for-profits holding a much 

lower level of liquidity 17%-18% regardless of the Financial Performance Group they are in. 

 

Whilst providers can earn interest on liquid assets, it is unlikely that they can earn interest equal to the MPIR 

on accommodation bonds, nor the interest paid on third party debt.  High liquidity can reduce net profit before 

tax (NPBT).  
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5.3 Impact of Surplus Liquidity  
 

Chapter 3 noted the different approaches to liquidity management among providers in the different groups. 

This analysis showed that for-profit providers generally maintained lower liquidity levels (cash reserves). The 

analytical approach used removed the effect of varying levels of lump sum and daily accommodation 

payments and varying levels of liquidity on OEBITDA. However, providers’ overall financial performance, as 

measured by NPBT, is impacted by liquidity levels attributable to lump sum accommodation payments. 

An analysis of the potential impacts on profitability of liquidity was undertaken as part of this study.  Using a 

threshold liquidity level of 17% (the liquidity of the for-profit providers in Group 1), an estimate was made of 

the impact of holding higher levels of liquidity.  The circles in Chart 031 below represent the potential lost 

revenue prpa from holding higher levels of liquidity.   

 

Not-for-profit providers hold higher liquidity than their for-profit counterparts, particularly those in Group 4, 

as shown in Chart 030 under section 5.2.  

Chart 031 shows that if Group 4 not-for-profit providers held the lower liquidity level of the Group 1 for-profits 

(17%), there is the potential for profitability to increase by $356 prpa. Similarly for the not-for-profits in Group 

1, if they held the lower liquidity level, there is the potential for profitability to increase by $741 prpa. 

With the introduction of the changes to accommodation payment options on 1 July 2014 it is anticipated that 

the aggregate lump sum accommodation pool will increase. While currently modest, the impact of excess 

liquidity is likely to increase under these changes. 
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Chapter 6 – Provider Composition by Qualitative 
Characteristics 

 

Introduction 
 
Chapters 3 and 4 analysed operating financial performance by attributes such as size, location, ownership type 
and type of care, whilst Chapter 5 focussed on the correlation of financing strategies and balance sheet 
structures on financial performance. 
 

This chapter focuses on a number of qualitative factors that provide further insights when correlated with 

financial performance.  

 

The analysis in this Chapter draws on a qualitative survey conducted by PwC. Providers were selected based on 

their location, ownership, financial performance outcome and size (number of facilities) to ensure a 

representative distribution relative to the Financial Performance Groups.  

 

The responses from 164 providers were modelled using a multivariate analysis to understand the factors that 

are correlated with operational financial performance and their relative importance. The results are shown in 

Table 29.  

These findings were calibrated within the Financial Performance Groups to seek to explain or correlate the 

financial results with strategic and operational behaviour.  

 

Table 29: Top findings from multivariate analysis 

Question/Factor Domain Description Strength 

Ownership Strategy/governance Providers with better operational 
financial performance were correlated 
with an ownership type of for-profit. 

 

Services offered Strategic focus Providers with better operational 
financial performance are more 
targeted in their service offering and 
more likely to focus on residential aged 
care. 

 

Finance/debt facilities Strategy/governance Providers with better operational 
financial performance are more likely to 
have dedicated finance or debt facilities. 

 

Location Location/strategy ‘City’ based providers were positively 
correlated with better operational 
financial performance. 

 

Shared services Process application Providers with better operational 
financial performance and with more 
than one facility share a higher 
proportion of their corporate services. 

 

Liquidity management Strategy/governance Providers with better operational 
financial performance target a lower 
bond percentage held in cash. 
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Table 29: Top findings from multivariate analysis 

ACFI management People management Providers with better operational 
financial performance are more likely to 
have a dedicated internal ACFI resource. 

 

Outsourcing Process application Providers with better operational 
financial performance are more likely to 
outsource areas such as laundry, payroll 
and IT. 

 

 

These strategic and operational behaviours are addressed in terms of a hierarchy as follows: Governance, 

Strategy and Marketing, Capital Management, Asset Management, Financial Management, Operations and 

Process Management, Workforce, Marketing, Resident Management and Facility Management.  

 

The most influential factors on financial performance are discussed in this Chapter. The remaining factors, 

while influential on financial performance, were less so. These are discussed in Appendix 2. 

6.1 Governance 

6.1.1 Corporate structure  

The use of multiple structures may provide taxation benefits for for-profit providers, as well as have an impact 

regarding the payment of related party rents. 

Forty-nine providers confirmed they had land and buildings held in an entity separate to their operating entity. 

Group 1 providers were the most likely to have this type of corporate structure (54%) compared with the 

industry average (25%), as shown in Chart 032. This suggests positive correlation with financial performance. 

 

Of the 49 providers that reported this type of corporate structure, 36 (73%) were for-profit providers.  
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6.1.2 Boards  

Financial performance can be influenced by boards or governing bodies, as they have overarching 

responsibility for the governance and strategy of their organisations. The survey results suggest that there is a 

correlation between sound governance practices and relative financial performance. 

 

As illustrated in Chart 033 below, the boards in all Financial Performance Groups had a similar mix of skill sets 

for their directors. Directors with a wide-ranging skill set, including financial, governance and aged care sector 

experience were reported.  

 

 
Boards in the better performing Groups 1, 2 and 3 were more likely to include aged care specific expertise with 

a lower proportion of community representatives and similar mix of other types of skills. 
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6.1.3 Risk management policy  

The majority (87%) of providers had a risk management policy in place, with very little difference between the 
Groups.  
 
There was, however, some difference in the timeliness of monitoring the risk management policy.  
 

Chart 034 below provides some evidence that Groups 1 and 2 monitor their risk management plans more 

often, within 6 months, compared with Groups 3 and 4. 
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6.2 Strategy & Marketing (Including Growth Intentions) 

6.2.1 Strategic planning and monitoring  

Most providers (84%) had a strategic plan in place.  

 

However, providers in Group 1 were much more rigorous about monitoring the progress of their strategic plan, 

with 50% of providers doing so every 6 months. Only 15% and 18% of Group 3 and 4 providers respectively 

reviewed their progress against their strategic plans every 6 months, and were more likely to review them on 

an annual basis.  

 

Chart 035 below illustrates the reported frequency of monitoring the progress of strategic plans by Financial 

Performance Group. 
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6.2.2 Branding 

There was a clear relationship between currency of brand (assumed to reflect keen focus on market and 

marketing) and financial performance as shown in Chart 036.   

Sixty five per cent of providers in Group 1 had updated their logo and branding only 3 years ago compared with 

providers in Groups 3 and 4. Group 3 and 4 providers were more likely to have updated their logo 4-10 years 

ago, 42% and 38% respectively. 

 

 

6.2.3 Market positioning 

Providers in Groups 1 and 2 were much clearer on their market positioning than providers in Groups 3 and 4, as 

shown in Chart 037. Providers in Group 1, in particular, were very clear in their market position with 86% 

responding they had a target resident profile. 
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Brand refresh and market positioning are also interrelated with the frequency of updating an aged care facility, 

as discussed in section 6.4, to form providers’ overall marketing strategy. 

6.2.4 Services offered 

As illustrated in Chart 038, Group 1 providers are more focussed on delivering one type of service compared 

with an industry average of two services. 

 

6.2.5 Responsiveness to change 

Providers were asked: “As a result of the 1 July 2014 aged care reforms, have you: 

I. Adjusted your business model; 

II. Developed a pricing strategy; 

III. Both  i and ii above; or 

IV. None”. 

This question resulted in all groups reporting that a majority had addressed both as follows in Table 30. 

 

Table 30: Responsiveness to Change 

Financial Performance 
Group 

i 
Adjusted 

Business Model  

ii 
Developed Pricing 

Strategy 

iii 
Both 

% % % 

Group 1 7 23 65 

Group 2 5 49 46 

Group 3 2 36 51 

Group 4 3 32 54 

 

Group 1 providers were more likely to both adjust their business model and develop a pricing strategy in 

response to the 1 July 2014 changes. 
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6.3 Capital Management 

The different liquidity strategies and composition of the liabilities held by providers was discussed in Chapters 

3 and 5. Providers were also asked questions in the qualitative survey regarding bond liquidity targets and 

other financing options, as well as for information regarding maintenance of their facilities. 

6.3.1 Bond liquidity target 

As providers are required to maintain a level of liquid assets sufficient to allow them to repay any lump sum 

deposits when required, providers were asked if they had a specific liquidity target. 

 

Chart 039 below shows that providers in Groups 1 and 2 have a much lower liquidity target than those in 

Groups 3 and 4.  

 

Group 1 providers in particular have a target of 15% or less liquidity, with 40% of providers in this group aiming 

for this target.  

As discussed in Chapter 5, the not-for-profits, in the better performing Groups 1, 2 and 3, had a lower ratio of 

liquid assets (39% pr) compared with not-for-profits in Group 4 (46% pr). This high liquidity impacts NPBT. 
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Interestingly, the actual liquidity percentage of providers with lower OEBITDA prpa is not closely linked to their 

target, which would be consistent with a lower focus on this aspect of capital management.  

6.3.2 Dedicated finance to support bond liquidity  

Maintaining sufficient bond liquidity can be achieved either by holding liquid assets or through the use of 

finance facilities.  

 

Chart 040 below reveals that 63% of Group 1 providers supplement their lower cash liquidity with dedicated 

finance facilities. In this way, they maintain high liquidity without compromising their income stream. Of Group 

2 and 3 providers, 35% accessed finance facilities, whereas only 32% of Group 4 providers reported accessing 

finance facilities. 

 

 

 

6.3.3 Gearing  

Providers were asked about the use of bank finance in their aged care operations. The survey findings 

illustrated below in Chart 041 showed the significant difference between the better performing Groups 1, 2 

and 3’s use of bank finance, rating between 81% and 46% against an average for all Groups of 50%. Group 4, 

however, only rated at 36%. 
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6.4 Asset Management  
Asset management for the purposes of the qualitative survey relates to the rate of refurbishment or currency 

of a facility and to the room configuration within a facility. 

 

The 2014 ACFA annual report noted that 76,000 new places and 47,500 replaced places would be required 

over the next 10 years, at a cost of $31b27. Given the capital investment required, the qualitative survey sought 

to determine whether there was a relationship between the rate of refresh of a facility and financial 

performance.  

6.4.1 Average years since last refurbishment  

Group 1 providers have more up to date premises than the other Groups, with the last refurbishment taking 

place on average 5.3 years ago, compared with Groups 2, 3 and 4 with 10.3, 9.7 and 8.4 years respectively.   

 

Group 2 appears to have facilities in most need of a refurbishment at 10.3 years since the last refurbishment, 

though the difference between Group 1 providers and the other Groups is the more significant statistic.  In 

terms of the time to next refurbishment, there was a consistent time forecast to next refurbishment of around 

4 years across all of the Groups. 

 

When ‘time since last refurbishment’ is added to the ‘time planned to next refurbishment’ the result is a life 

cycle measure for residential aged care facilities, as illustrated in Chart 042.  

 

 
 

Apart from any possible distortion in financial and asset ratio performance, older facilities may ultimately 

attract lower accommodation income and lower occupancy compared with newer facilities as a more 

competitive landscape ensues in the future. This may be a consequence of providers with older facilities 

choosing to hold larger cash reserves rather than adopting prudent asset management which warrants 

medium term strategic focus.  

                                                           

27
 76,000 places @ $249,000 per place + 47,500 places @ $246,000 per place = $31b  
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6.4.2 Room configuration28  

Given that the number of beds per facility is linked strongly to financial performance, a potential link between 

the configuration of beds within facilities and financial performance was also considered. Chart 043 shows that 

the percentage of double and multiple bed configurations was more dominant in facilities operated by 

providers with better financial performance (Groups 1, 2 and 3), with Group 1 more likely to have double bed 

rooms.  

 

 
 

Group 1 providers were more likely to have double bed rooms (17%) compared with Groups 2, 3 and 4 (10%, 

9% and 7% respectively).  The prevalence of double and multi-bed rooms may change in the future as a result 

of the industry moving towards a more consumer driven market.  

  

                                                           

28
 Defined as per cent of rooms with multiple beds per room compared with total number of rooms  
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6.5 Financial Management  

Good financial management is essential to business operations and providers manage this in a variety of ways.  

Providers in all Financial Performance Groups prepare budgets. When asked on what basis budgets were 

prepared in 2012-13, a large proportion of providers reported that their budgets were prepared on a historical 

basis, whereas those in Group 1 had a more targeted approach to budgeting, as shown in Chart 044. 

 

Providers in Group 4 were the most likely to prepare budgets on a historical basis (73%) compared with an 

average of 54% for the better performing Groups, 1, 2 and 3. 

Providers in all Groups tend to deliver results that are consistent with their budgets. However, providers in 

Groups 1 and 3 were the most likely to have achieved results above their budget in 2012-13.  
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Table 31 below illustrates the results of the question with respect to the achievement of budget using actual 

EBITDA in terms of: 

 Above budget; 

 On budget; 

 Below budget (<=10%); and 

 Well Below budget (>10%). 

Table 31: Budget Results by Financial Performance Group 

Financial Performance 
Group 

% Produced 
Budget 

Of those who produced a budget 

% 
Above Budget 

% 
Achieved Budget 

% 
Below Budget 

Group 1 89 42 31 12 

Group 2 89 28 25 36 

Group 3 94 34 25 35 

Group 4 100 26 30 45 

 

6.5.1 Participation in benchmarking  

There is some evidence that providers in Groups 2 and 3 tend to participate in commercial benchmarking to a 

much greater degree than those in Groups 1 or 4, as shown in Chart 045.  

 

 
Group 1 providers may undertake their own benchmarking and feel no need to participate in commercial 

benchmarking, whereas Group 4 providers may not be as focussed on financial outcomes or otherwise 

consider them relevant. 
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6.6 Operations and Process Management 

6.6.1 Aged Care Approvals Round (ACAR) participation  

ACAR applications are a formal and reliable indication of providers’ plans to expand. Chart 046 below clearly 

illustrates that Financial Performance Group 1 was significantly more successful with ACAR applications than 

other Groups over the last 5 years. 

 

 
 

As the ACAR is a competitive tender process and assesses applicants across a number of criteria, the above 

results may suggest that providers in Group 1 are better able to address the assessment criteria in 

demonstrating they best meet the needs of the community in a specific Aged Care Planning Region. 
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6.6.2 Resourcing – staff and outsourcing  

Staff 

Providers were asked if they obtained either external advice and/or if they had dedicated internal resources to 

manage claims under ACFI. As shown below, providers in Group 1 (67%) were the most likely to have a 

dedicated internal resource and providers in Groups 2 (68%) and 3 (76%) used both internal and external 

resources. 
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Outsourcing  

Providers were asked about the incidence of outsourcing of functions, including: 

 Administration – recruitment, payroll, ICT hosting and support; 

 Back of house – laundry, catering, cleaning; and 

 Property maintenance. 

 

Chart 048 shows that Group 1 providers outsourced laundry and cleaning (38% for each) and payroll services 

(29%). Group 4 providers tend to outsource ICT hosting and back of house support systems more so than 

Group 1 providers. This could be a product of size and locational access to appropriate personnel. 

 

 

Shared services 

Of the respondents who had more than one facility, the reported use of shared service arrangements is 

summarised as follows: 

 Procurement    30% 

 Finance    41% 

 HR    39% 

 IT    40% 

 Marketing    35% 

 Property maintenance  30%. 

These are relatively low percentages, which suggests that expertise and processes for these specialist functions 

may not be leveraged as well as they might be, resulting in duplication of effort and cost.  
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Background of Facility Manager  

There is a preference for managers of facilities to have clinical expertise, with providers in Group 1 more likely 

to have a Facility Manager with a clinical background, as shown in Chart 049 below. 

  

 
 

In all Groups, the majority of Facility Managers had a clinical background (52%) or a business and clinical 

background (28%) compared with a business only background (17%).  

 

The main difference between Group 1 and other Groups is the higher percentage with a clinical background 

(57%) and joint business and clinical background (34%) and the consequential lower proportion of business 

only (9%).  
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Chapter 7 – Regional Providers 

Introduction 

For the purposes of this report, ‘regional’ providers29 comprise those operating at least 70% of their facilities 

(as measured by occupied bed days) in the Australian Bureau of Statistics (ABS) Geographic Classifications of 

Inner Regional, Outer Regional, Remote and Very Remote. As such, ‘regional’ includes providers who operate 

in what are conventionally referred to as rural and remote areas, as well as in regional centres. 

Chapter 9 focuses on services in rural and remote areas, including Multi-Purpose Services and Aboriginal and 

Torres Strait Islander flexible services. 

As discussed in Chapter 4, ‘regional’ providers are over-represented in Group 4 at 48% (189 of the 395 

‘regional’ providers). As well, 56% (189 of 340) of Group 4 providers (who comprise 33% of the total industry) 

are ‘regional’.  

Not-for-profit and government providers are also over-represented in ‘regional’ locations. 

The following table includes data on the distribution of ‘regional’ providers by ownership type and Financial 

Performance Group. 

Table 32: Distribution of ‘Regional’ Providers in each Financial Performance Group  

 Group 1 Group 2 Group 3 Group 4 Total 

Not-for-Profit 5 23 104 119 251 

For-Profit 23 14 8 13 58 

Government  7 2 20 57 86 

Total providers 35 39 132 189 395 

% in each Financial Performance Group  

Not-for-Profit 16% 24% 49% 58% 46% 

For-Profit 14% 15% 15% 21% 16% 

Government 100% 40% 80% 80% 80% 

Total providers 17% 20% 45% 56% 39% 

 

The above table shows that 58% of ‘regional’ not-for-profit providers and 80% of government providers are in 

Group 4 compared with only 21% of for-profits.  

  

                                                           

29
 Excluding Multi-Purpose Services (147) and Aboriginal and Torres Strait Islander Flexible Services (30). These operate 

primarily in ‘regional’ locations under different funding arrangements to those applying for mainstream residential 
services (including block funding).  MPSs provide a range of health, aged care and community services and Aboriginal and 
Torres Strait Islander flexible services provide residential and home care services. 
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The distribution of Group 4 providers by ownership and location can be seen in Table 33 below.  

Table 33: Distribution of Group 4 by Ownership and Location  

Location 
 

Not-for-Profit For-Profit Government Total 

City 
 

79 49 13 141 

City and Regional 
 

8 1 1 10 

Regional 
 

119 13 57 189 

Total Group 4 206 63 71 340 

 

This Chapter will provide a summary of the observations on regional providers (7.1), and then discuss in detail 

the factors influencing the financial performance of ‘regional’ providers based on the attributes of:  

 Ownership – 7.2 

o Overview of operating revenue – 7.2.1 

o Composition of operating revenue – 7.2.2 

o Operating expense – 7.2.3  

 Scale – 7.3  

 Type of care – 7.4 

Those providers in receipt of the viability supplement will also be discussed in section 7.5. 

7.1 Summary Observations on ‘Regional’ Providers 

Operating financial outcomes, as measured by OEBITDA prpa, show that ‘regional’ providers achieve 

significantly lower OEBITDA prpa when compared with ‘city’ and ‘city and regional’ (mixed) providers across all 

resident care types.  This is likely to reflect a number of factors, but in particular the lower number of beds per 

facility and lower resident income, which the analysis in Chapter 4 indicates are key determining factors of 

financial performance.   

In addition, not-for-profit and government providers are over-represented in ‘regional’ areas and provide 

services in areas where aged care services might otherwise not exist.  This suggests that the majority of 

providers in these areas are focusing less on financial performance as their key motivation, perhaps instead 

looking to balance this objective with meeting mission objectives and community service obligations. 

Tables 34 and 35 provide a summary of the findings in relation to ‘regional’ providers.  

Table 34: Summary of Findings on ‘Regional’ Providers – Ownership and Scale  

Ownership 
Not-for-Profit For-Profit Government Total 

251 58 86 395 
 

Financial Performance 
Group 

Group 1 Group2 Group 3 Group 4 Total 

35 39 132 189 395 
 

Average Beds 
City City and Regional Regional Total 

76 70 49 68 
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Table 35: Summary of Findings on ‘Regional’ Providers – Operating Revenue and Expenses 

Operating Revenue 
(prpa) 

Not-for-Profit For-Profit Government Total 

City and Mixed $77,145 $91,758 $110,230 $83,742 

Regional $72,395 $85,426 $87,109 $77,192 

Resident Income (prpa) 

City and Mixed $23,555 $30,435 $19,822 $25,660 

Regional $22,333 $26,265 $21,968 $22,870 
 

Operating Expenses 
(prpa) 

Not-for-Profit For-Profit Government Total 

City and Mixed -$68,774 -$73,141 -$112,387 -$71,702 

Regional -68,128 -$71,346 -$88,332 -$72,327 

 

From the above tables the following observations can be made: 

 Not-for-profit and government providers together represent 85% of ‘regional’ providers. 

 ‘Regional’ providers are over-represented in Group 4 (48%). 

 On average, ‘regional’ providers operate facilities with a substantially lower average number of beds 

per facility (49 beds) compared with providers in ‘city’ and ‘city and regional’ (mixed) locations 

(73 beds).  

 ‘Regional’ for-profit and government providers achieved lower operating revenues of $85,426 prpa and 

$87,109 prpa respectively than their counterparts in other locations of $91,758 prpa and $110,230 

prpa respectively. 

 ‘Regional’ not-for-profit and for-profit providers receive lower resident income of $22,333 prpa and 

$26,265 prpa respectively than their counterparts in other locations of $23,555 prpa and $30,435 prpa 

respectively; mainly reflecting lower deemed accommodation income. 

 For-profit and government providers operating in ‘regional’ locations incur less operating expenses 

of -$71,346 prpa and -$88,332 prpa respectively compared with for-profit and government providers 

operating in ‘city’ and mixed locations of -$73,141 prpa and -$112,387 prpa respectively. 

 Government ‘regional’ providers have substantially higher operating expenses -$88,332 prpa 

compared with other regionally based providers of -$68,768 prpa. 

Overall, the aged care system relies substantially on government and not-for -profit providers to ensure that 

services are provided to regional communities where they might not otherwise exist. The providers are highly 

represented in the lower financial performance Group 4. 
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7.2  Ownership 

Not-for-profit and government providers together represent the majority of ‘regional’ providers.  

‘Regional’ providers achieve lower OEBITDA prpa than providers in other locations. The gap is particularly 

evident for  ‘regional’ for-profit and not-for-profit providers, as compared with their counterparts in ‘city' and 

mixed locations, as seen in Chart 50 below.  

 

Government providers, however, also have lower OEBITDA in both ‘regional’ and ‘city’ and mixed locations 

compared with the other ownership types.  

Chart 051 below shows that Government providers experience the largest gap in OEBITDA prpa of $17,660 

prpa in ‘city’ locations.  
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7.2.1 Overview of operating revenue 

As Chart 052 shows, ‘Regional’ providers achieve OEBITDA prpa $4,865 which is only 40% of that of ‘city’ and 

mixed location providers of $12,040 prpa.   

 

Chart 053 below shows that lower OEBITDA prpa is primarily due to the receipt of lower operating revenues 

across all ownership types, but more so for not-for-profit providers . ‘Regional’ providers are highly 

represented in the lower financial performing groups (321 or 81% of ‘regional’ providers are in either Group 3 

or 4). 

 

‘Regional’ providers also generate less operating revenue prpa ($4,749 not-for-profits and $6,332 for-profits) 

than providers in all other locations. This is evident across both government and resident revenue sources.  

Some ‘regional’ providers are also in receipt of the viability supplement, which is discussed further in 7.4 

Operating revenue from government and resident sources is analysed further below. 

7.2.2 Composition of operating revenue 

Commonwealth Government subsidies 

Total government subsidies prpa received by ‘regional’ providers across all ownership types are less than that 

of non-regional providers, as outlined in Chart 110 below. 
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As shown in Chart 055, lower government subsidies received by ‘regional’ providers are reflected in lower 

levels of ACFI revenue received across all resident care profiles. Given ACFI care revenues are the same for all 

residents with equivalent assessed care needs, this suggests that ACFI management may account for much of 

the difference. 

 

Resident income 

Providers in ‘regional’ locations receive less resident income than providers in other locations, as outlined in 

Chart 056 below. This is particularly evident with the for-profit providers.  

 

Lower resident income for ‘regional’ providers is primarily due to lower deemed accommodation income, 

shown in Chart 057 below, likely reflecting lower house values in many regional areas.  
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It is noteworthy that eligible ‘regional’ facilities may receive capital grants from the Commonwealth, primarily 

to build or refurbish aged care facilities in ‘regional’ locations.  In the period 2011-14, approximately $153m in 

capital grants was provided to ‘regional’ facilities. 

7.2.3  Operating expenses  

With respect to operating expenses, as seen in Chart 058 below, there appears to be no significant difference 

in the operating expenses prpa of the not-for-profit and for-profit providers based on location. ‘Regional’ 

government providers have lower operating expenses than their ‘city’ and mixed counterparts. Remote and 

very remote providers have been included under ‘regional’ in this study; therefore, further analysis is not 

possible.  

  

‘Regional’ government providers incur substantially lower operating expenses prpa, compared with their 

counterparts in ‘city’ and mixed locations; however, their operating expenses are significantly more when 

compared with both for-profit and not-for-profit providers in all locations. The primary driver is higher wages 

and superannuation costs as discussed in Chapter 4, section 4.1.5, which account for approximately $26,000 of 

the $28,000 cost differential. There is insufficient data to allow for an analysis of these costs to ascertain 
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whether the cause was due to higher rates of pay or higher staffing levels. It is widely recognised, however, 

that government services incur the higher wage rates that apply in state government health and hospital 

services. 

 

7.3  Scale – Average Number of Beds per Facility 

‘Regional’ providers operate smaller facilities, with an average of 49 beds per facility compared with ‘city’ and 

mixed location providers, who on average have 73 beds. Government providers in ‘regional’ locations operate 

even smaller scale facilities on average (30 beds). 

Table 34: Average Number of Beds per Facility by Ownership and Location 

Location 
 

Not-for-Profit For-Profit Government Total 

City 
 

73 82 47 76 

City and Regional 
 

67 89 61 70 

Regional 
 

54 71 30 49 

Total Average Beds 67 82 37 69 

 

This is likely to indicate that most ‘regional’ providers, including government, are operating facilities in areas 

with smaller populations and lower demand for services.  

 

7.4 Type of Care Provided  

‘Low’ care is over-represented in ‘regional’ areas with 65% of ‘low’ care providers operating in ‘regional’ 

locations compared with their ‘city’ counterparts at 35% and no ‘city and regional’ location providers. This is 

demonstrated in Table 35, which shows the type of care by location. 

Table 35: Resident Care Profile by Location 

Location 
 

High Care Mixed Care Low Care Total 

City 
 

437 138 15 590 

City and Regional 
 

33 6 0 39 

Regional 
 

213 154 28 395 

Total Providers 683 298 43 1,024 

 

As discussed in Chapter 4 section 4.5, ‘low’ care providers tend to be not-for-profit and in Group 4. They have 

lower operating revenue prpa through receiving lower ACFI care revenue prpa. Chapter 4 also highlighted that 

as care increases Group 4 providers incur higher operating expenses prpa, than providers in the better 

performing Groups 1, 2 and 3. Government providers also experience negative results as care increases. This is 

demonstrated in Chart 059 below. 
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7.5  Viability Supplement30 

The viability supplement is an additional government subsidy that is payable to qualifying providers. This 

supplement is aimed primarily at improving the viability of smaller rural and remote facilities which, because of 

location and the small number of beds per facility, are constrained in their ability to realise economies of scale. 

This supplement is also available for providers whose residents are determined to be particularly 

disadvantaged, for example services for homeless older people.  

The targeted nature of viability supplements, as outlined in Chart 060, reveals that 28 (12 %) of subsidy 

recipients are ‘city’ based providers. The majority of recipients (181 or 79%) are in ‘regional’ areas. Chart 114 

also displays that irrespective of location, Group 4 providers receive a greater proportion of the viability 

supplement. 

 

                                                           

30
 The viability supplement is paid to individual qualifying facilities that generally include small scale facilities operating in 

less accessible locations and/or those with more than 50 per cent of their residents meeting the homeless criterion. The 
data in Chart 114 represents the viability supplement paid to qualifying facilities reported at provider level. 
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The viability supplement is generally well targeted with only 16% of recipients in the top two financial groups 

(Groups 1 and 2).  The supplement added nearly $2,000 prpa on average to the OEBITDA of ‘regional’ providers 

in Group 4.  A number of providers who would have otherwise been categorised as Group 4 were instead 

categorised as Group 3 as a result of receiving the viability supplement. 
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Chapter 8 – How Performance Could Be Improved 

Introduction 

The analysis in this report indicates that a significant portion of the industry can achieve satisfactory or better 

financial results based on the funding arrangements applying for the industry as at 30 June 2013. The aged care 

industry is undergoing a process of significant change as it adjusts to meet consumer demands, demographic 

challenges and reforms either recently introduced or underway. As the industry moves towards a more 

consumer based open market, the management strategies and focus on financial outcomes will need to shift to 

ensure the industry continues to achieve strong financial performance outcomes. 

The report also shows that lower financial performers, especially Group 4 providers, often operate in 

locations where a combination of factors, including scale of facility, care type and less potential to generate 

resident accommodation income, constrain financial performance. These providers, who are primarily 

not-for-profit and government providers, may operate in these locations because of mission and objectives 

or to meet community service obligations. 

 

This suggests that Group 4 financial results in some cases reflect different strategic and policy objectives 

compared with other organisations, and that financial performance is not necessarily the main priority. 

Group 4 providers, in particular, may place a high emphasis on non-financial measures of performance.  

Many also rely on non-operating income sources to help make up for a comparatively lower operating 

income.  

 

This approach to service provision by Group 4 providers is consistent with the survey finding that most 

providers in Group 4 have indicated a desire to both stay in the industry and expand in either portfolio size or 

beds per facility where appropriate.  

More generally, it would however, appear that there may be scope for many  in the lower financial performing 

Groups, to benefit by pursuing strategies or adopting approaches to improve their financial performance, 

reported by the better performing providers.  The identification of practices and characteristics of better 

performing providers in the industry for potential adoption by lower performing providers was a specific 

request of the Assistant Minister for Social Services as an outcome from this study. 

8.1 Actions Providers Could Consider to Improve Financial Performance 

There are a number of strategies that lower performing Groups could consider to improve their financial 

performance. ACFA acknowledges that not all strategies will be appropriate or achievable in all circumstances, 

or congruent with some providers’ mission or operational objectives. However, they are important 

considerations for the future sustainability of the industry. The strategies outlined in Table 36 are aligned to 

the qualitative subject groupings in Chapter 6. 

Government providers’ differ from for-profit and not-for-profit providers; in particular in their approach to 

liquidity management and subsidising revenue shortfalls resulting from higher cost profiles. They are over-

represented in Group 4. ACFA acknowledges that not all strategies for improving financial performance may be 

applicable to government providers; however, efficient and effective use of funds received is an important 

consideration across all ownership types. 
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Table 36: Actions that could be considered  

 Findings Actions that could be taken 

 
 

Governance 

Skill set of board 
 

Balanced Board of Directors with aged care sector 
experience and professional expertise from other 
industries 

Review risk management 
plan 

Review risk management plans within 6 months 

Corporate structure Consider impacts of how land and buildings are 
best held within the corporate structure (e.g. 
holding land and buildings in an entity separate to 
the operating entity) 

 
Strategy and Marketing 

Review strategic plan 
 

Review strategic plan every 6 months 

Market positioning Develop a clear market position, including a 
targeting of residents and a clear business focus 

Refresh brand/logo (as 
symbol of market 
positioning) 
 

Update brand/logo every 3-5 years 

 
 

Capital management 

Liquidity 
 

Consider level of liquidity if surplus evident 

Liquidity target Set a liquidity target and monitor progress of 
achieving target 

Dedicated finance  Set up dedicated finance to manage, monitor and 
support bond liquidity 

 
 

Asset management 

Refurbishment of facilities Refresh facilities by undertaking significant 
refurbishment. If all criteria are met, facilities can 
access the higher accommodation supplement 

Beds per facility Increase number of beds per facility through 
consolidation, new development or refurbishing 
existing facilities 

 
 
Financial management 

Budgets Prepare budgets using a targeted outcome 
approach rather than on a historical basis 

Benchmarking Participate in benchmarking to assess your 
financial position compared with similar facilities 

Management of operating 
revenue and expenses 

Undertake continuous professional development 
to up-skill management and staff to better 
understand expense and revenue management, 
including enabling accurate ACFI assessments. 

 
Operations and process 

management 

Outsourcing Outsource services such as laundry, payroll and 
cleaning 

Shared services Where practical leverage technology to access 
shared services electronically including tele-health 
and professional care services 
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Chapter 9 – Rural and Remote Providers 

Introduction 

As discussed in Chapter 7, the size and ownership type of residential aged care providers in ‘regional’ locations 
differs from that of providers in ‘city’ locations. This chapter will focus on rural and remote providers, as a 
subset of ‘regional’ providers.  

This report has so far discussed financial performance at the provider level based on quantitative data 

provided by DSS. This chapter will reference scale of facilities based on data from the Australian Institute of 

Health and Welfare (AIHW) on residential aged care in Australia 2010-11. It was not possible in this study to 

reconcile the by-provider information with this facility level data.  

9.1 Ownership 
  
The proportion of facilities in outer regional, remote and very remote locations operated by the different 
ownership types differs from the proportion of facilities in major cities and inner regional locations, as outlined 
in Table A1.7 below.  
 

Table A1.7: Number of Residential Aged Care Facilities by Ownership and Location, as at 30 June 2011 

Ownership Major Cities Inner Regional Outer Regional Remote Very Remote All Regions 

Number of facilities 

Not-for-Profit 944 455 212 23 14 1,648 

For-Profit 674 108 30 0 4 816 

Government 66 128 86 13 3 296 

Total facilities 1,684 691 328 36 21 2,760 

Percentage (%) of total 

Not-for-Profit 56% 66% 65% 64% 67% 60% 

For-Profit 40% 16% 9% 0% 19% 30% 

Government 4% 18% 26% 36% 14% 10% 

Total facilities 100% 100% 100% 100% 100% 100% 

Source: Australian Institute of Health and Welfare 2012. Copyright Table A1.7 

The table shows that on 30 June 2011, 14% (385 of 2,760) of all facilities were located in outer regional, remote 
and very remote locations, of which the vast majority (91%) are operated by not-for-profit and government 
providers.  
 
For-profit providers operated 816 facilities (30%) across Australia in 2011. This included no facilities in remote 
locations, only four facilities in very remote locations and 30 in outer regional. Only 4% of for-profit providers’ 
facilities are located outside of major cities and inner regional locations.  
 
Not-for-profit and government providers operated 1,944 facilities (70%) across Australia in 2011. In contrast, to 
the for-profits, 34% of government facilities (102 out of 296 facilities) and 15% of not-for-profit facilities (249 of 
1,648) were located in outer regional, remote and very remote locations.  
 
ACFA recognises the diversity of ‘regional’ providers and structural challenges faced by rural and remote 

providers, in particular.  
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9.2 Scale of Facilities 

Chapters 3 and 4 outlined the strong correlation between financial performance and number of beds per 

facility. In particular, section 4.4 showed the high number of providers (218 out of 348) operating facilities with 

less than 50 beds in ‘regional’ locations. 

 

Table A1.5 below illustrates that only 1% (23 of 1,684) of facilities in major cities and 9% (59 of 691) in inner 

regional locations have 20 or fewer beds. In remote and very remote locations, the number increases to 47% 

(17 of 36) and 76% (16 of 21) respectively.  

 

Table A1.5: Number of Beds in Aged Care Facilities in Australia by Location, as at 30 June 2011 

Scale of 
facilities 

Major Cities Inner Regional Outer Regional Remote Very Remote All Regions 

Number of Facilities 

1 <= 20 23 59 57 17 16 172 

21 – 40 259 178 114 9 4 564 

41 – 60 494 191 87 6 1 779 

61 – 80 328 121 35 3 0 487 

81 – 100 223 72 23 1 0 319 

101 – 120 166 32 5 0 0 203 

121 + 191 38 7 0 0 236 

Total facilities 1,684 691 328 36 21 2,760 

Percentage (%) of total 

1 <= 20 1 9 17 47 76 6 

21 – 40 16 26 35 25 19 20 

41 – 60 29 28 27 17 5 28 

61 – 80 20 17 11 8 0 18 

81 – 100 13 10 7 3 0 12 

101 – 120 10 5 1 0 0 7 

121 + 11 5 2 0 0 9 

Total facilities 100 100 100 100 100 100 

Source: Australian Institute of Health and Welfare 2012.Copyright Table A1.5 

The above table shows that across Australia, 28% (758 of 2,760) of facilities had more than 80 beds and these 

were predominantly in major cities and inner regional locations. The largest facility located in the very remote 

category had only 41-60 beds. Additionally, there was only one facility in a remote location with more than 80 

beds and facilities with more than 80 beds account for only 11% (35 of 328) of all outer regional locations. 

9.2.1 Locational challenges 

The analysis in this report has identified the factors related to location that are faced by many services in rural 

and remote areas, which translate into lower operational financial performance. These factors relate to size of 

facility, care type and lower operating revenue (especially deemed accommodation income). Many rural and 

remote services rely on non-operating revenue sources to help make up for lower operating revenue.  

Aged and Community Services Australia (ACSA) noted, in their report on ‘Issues facing aged care services in 

rural and remote Australia’, that small rural and remote services can have greater challenges in recruiting and 

retaining staff due to matters such as limited training and career opportunities, shortage of appropriate 

housing and the lack of desire from employees to reside in small and remote communities.  

Providers may incur greater costs in recruiting and retaining employees in the form of visa holders, fly-in fly-

out arrangements, employment agency costs, as well as having to meet higher wage expectations. These 



 

84 

structural challenges have potential flow-on affects for organisational leadership, culture, quality consistency, 

corporate knowledge and infrastructural capacity and capability. 

ACFA currently does not have sufficient data to assess the impact of these and other locational factors on the 

costs of service delivery in rural and remote locations. ACFA and DSS currently only receive annual GPFR data 

at provider level and residential aged care segment level, which does not provide insight into information at 

the facility level. This lack of facility level data inhibits the potential for ACFA to achieve a greater level of 

granularity that is required in order to appropriately analyse this sector of the industry. 

As a consequence of the current lack of information at the facility level, and in recognition of the need to 

develop better insights into factors that influence the financial performance of rural and remote providers, 

ACFA recommends that a more detailed analysis of rural and remote providers be undertaken in the future. 

This is included in Chapter 10. 

9.3 Strategies Adopted to Assist Regional, Rural and Remote Providers 

The Commonwealth Government has adopted a number of strategies to assist these providers including the 

Viability Supplement, capital grants, and different funding models for providers operating under the Aboriginal 

and Torres Strait Islander flexible services program and Multi-Purpose Services (MPS). 

9.3.1 Aboriginal and Torres Strait Islander Flexible Services and MPS providers 

Aboriginal and Torres Strait Islander flexible services and MPS providers operate under different models 

compared with mainstream residential aged care providers. These providers were not included in the analyses 

of the preceding chapters in this report.  

Providers of these services do not receive places via ACAR; nor do they receive care funding via ACFI. Instead, 

Aboriginal and Torres Strait Islander flexible service providers receive funding under grant arrangements to 

provide residential and home care, while MPS are block funded jointly by the Commonwealth and state 

governments, and operated mostly by state governments, to provide health, aged care and community 

services. By bringing Commonwealth and state government funding together, economies of scale are achieved 

to support the viability of services. 

These providers are not required to submit financial information to the Commonwealth, so the understanding 

of their financial circumstances is limited.  

As part of this study, ACFA attempted to understand the qualitative characteristics of these providers through   

a confidential survey conducted by PwC. 

PwC contacted all providers operating Aboriginal and Torres Strait Islander Flexible Services (30 providers) and 

Multi-Purpose Services (MPS) (147 providers). At the outset, PwC established the requirement for a minimum 

of at least 15 – 20 providers (10%) to submit fully completed surveys in order to enable a statistically valid 

analysis to be undertaken.  

Although not enough responses were received (13 submitted, 7%) to undertake a useful analysis, providers 

operating services under these funding models have different structural and governance arrangements 

compared with mainstream residential aged care providers. Some of the differences observed are discussed in 

Appendix 3; however, clear conclusions cannot be drawn.  

Further work is required to understand both the quantitative and qualitative factors of these providers and 

ACFA recommends that a more detailed analysis of rural and remote providers be undertaken in the future.  
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Chapter 10 – Recommended Next Steps 

 

1. ACFA recommends a more detailed analysis of the rural and remote sector to be undertaken with the 

assistance of industry peak bodies in obtaining more granular data on the sector. 

 

2. ACFA considers that a more detailed analysis of the financial performance of the Home Care sector 

should be deferred until after the rural and remote analysis is undertaken using a similar model to 

assess and measure the financial performance of home care providers. 
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Appendices 

Appendix 1 – Quantitative Metrics 

Selection of Appropriate Financial Metrics 

The financial performance of entities is undertaken and interpreted using a number of different metrics. 

Traditionally, the most commonly cited comparative measure of financial performance in aged care has 

been earnings before interest, taxes, depreciation and amortisation (EBITDA). To a lesser extent net profit 

before tax (NPBT) and return on equity (ROE) calculations are also used. 

Although in common use, EBITDA is not a defined accounting term, and as such there is no standardised 

approach to calculating it. Therefore, the calculation that ACFA generally uses incorporates some revenue 

and expense items that do not necessarily relate to the day-to-day provision of aged care services, or that 

are applied inconsistently between providers. 

Consideration was given to the following principles in determining which method to utilise. These included: 

 The need to identify appropriate benchmarks that align the comparison of disparate financial 

practices and accounting treatments; 

 Potentially distorting items within EBITDA as used in the ACFA report; 

 The importance of separating the analysis of investment and financing decisions from an analysis 

of operating financial performance; and 

 The need for consistent treatment of accommodation charges and accommodation bonds. 

Operational focus 

As outlined in the report the study aimed to screen out non-operating income and expenses to produce results 

that are more representative of actual aged care operations. 

Treatment of accommodation charges and bonds 

In 2012-13 providers supplying ‘low’ care, and/or ‘high’ care extra service places, received accommodation 

bonds rather than a daily accommodation charge. The impact of taking a bond can affect EBITDA. Providers 

can use receipted accommodation bonds to reduce bank debt balances and/or interest expenses. 

Alternatively, bonds can earn interest income, presumably at a lower rate than interest charged on bank 

debt. As a consequence, it could be argued that bond interest earned belongs with financing activities, 

rather than with operating activities. 

In order to overcome any distortion in comparing the OEBITDA of providers a deemed accommodation charge 

was incorporated into the OEBITDA method. The deemed accommodation charge was calculated based on the 

aggregate lump sums (bonds) held by providers and the average maximum permissible interest rate (MPIR) that 

applied in 2012-13. In aggregate, the deemed accommodation income was $807m. 

To offset the calculated deemed accommodation income, deemed bond interest of the same amount as a financing 

expense was introduced. Through this method, it was considered that subsequent analysis and conclusions would 

remain indifferent to whether or not a provider had access to accommodation bonds. 
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Net Operating Profit Before Tax (NOPBT) 

Depreciation and amortisation is a charge on the usage of operating assets. The expense also acts as a 

surrogate for the savings required to replace physical stock. We have applied depreciation and amortisation 

against OEBITDA to derive net operating profit before tax (NOPBT), which allows for a more well-rounded 

understanding of operating financial performance. 

Revised income statement 

 

Figure 1 below demonstrates how EBITDA, as calculated in the ACFA annual reports, reconciles with OEBITDA, as 

used in this report.  
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Figure 1 

 

 

 

 

 

 

 

  

Total 
Operating 

Revenue 

Operating Revenue Items: 
Government subsidies + State 
Grants/Subsidies + Resident 
Client Charges + Provision of 
Services + Bond Retentions + 
Interest Income + Trust 
Distributions + 
Donations/Contributions  

Non Operating Revenue Items:  
Other Operating Revenue + Non 
Operating Interest + Capital 
Grants + Profit on Sale of Assets 
+ Revaluation increase + 
Insurance Claims + Other Non 
Operating Revenue 

+ 

 

Total  
Revenue 

Wages & Super – Care + 
Wages & Super – Admin + 
Wages & Super – Other + 
Management Fees + 
Depreciation & 
Amortisation + Interest + 
One-off Expenses + Staff 
overheads (ex Super) + 
Building Repairs & 
Maintenance + Insurance + 
Workers Compensation + 
Motor Vehicle + Rent + 
Lease + Utilities + Loss on 
Sale + Revaluation 
Decrement + Contrib/Exp 
from External Entity 
(Parent) + Other Expenses 

 

Total  
Expenses 

- 

= NPBT 

+ 

Depreciation & Amortisation + Interest  

= EBITDA 

Operating Revenue Items: 
Government subsidies + State 
Grants/Subsidies + Resident 
Client Charges + Provision of 
Services + Bond Retentions  
 
 

 

+ 

Non Operating Revenue Items:  
Other Operating Revenue 
 
 
 
 

 

- 

Expense Items: 
Wages & Super – Care + 
Wages & Super – Admin + 
Wages & Super – Other + 
Management Fees + 
Depreciation & 
Amortisation + Interest + 
One-off Expenses + Staff 
overheads (ex Super) + 
Building Repairs & 
Maintenance + Insurance + 
Workers Compensation + 
Motor Vehicle + Lease + 
Utilities +Other Expenses 
 
 

 

= NOPBT 

+ 

Depreciation & Amortisation + Interest  

= OEBITDA 

Operating Revenue Items Removed: 
Interest Income + Trust Distributions + 
Donations/Contributions  

Non Operating Revenue Items Removed:  
Non Operating Interest + Capital Grants + 
Profit on Sale of Assets + Revaluation 
increase + Insurance Claims + Other Non 
Operating Revenue 

Expense Items Removed: 
Rent + Loss on Sale + 
Revaluation Decrement + 
Contrib/Exp from External 
Entity (Parent) 
 
 
 
 
 
 
 
 
 
 
 

 

 

 

Total 
Operating 

Expenses 
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Figure 2 below also outlines how the consultants’ calculated NOPBT with a more detailed version of the items 

in each calculation provided in Figure 3. 

Figure 2 
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Figure 3 

 

Balance Sheet 

Financial liabilities include interest bearing debts and accommodation bonds. Financial assets are those 

that generate interest income or might generate interest income and/or offset interest bearing liabilities. 
 

For this analysis cash has been treated as a financial asset. Whilst there is generally a need to keep a small 

amount of cash available for operational purposes, it is conventional to treat cash as a financial asset if it 

earns or could earn interest, or if banking arrangements enable it to be offset against loan balances in 

calculating loan interest. 

 

Revised statement of financial position 

Using the distinction of operating and financial assets and liabilities and our restatement of related party loans, 

the statement of financial position is restated as follows in Figure 4. A more detailed version is shown in 

Figure 5. 
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Figure 4 

 

 
 

 

 

Figure 5 
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Relationship between revised income statement and revised statement of financial 

position 

The revised income statement and statement of financial position enable the following comparisons: 

 NOPBT and net operating assets (NOA) to calculate the return on net operating assets (RNOA). 

This is a clean measure of operating investment performance, unaffected by how the 

operating investments are financed or how accommodation payments by residents are 

acquitted; 

 investors in this industry have diverse access to debt and equity, depending in particular on 

whether they are for-profit or not-for-profit and their organisational size. Regardless of their 

funding circumstances, investors can compare an investment’s forecast RNOA with their 

weighted average cost of capital (WACC) to decide if the investment is worthwhile; 

 net financial equity (NFE) could be compared with net financial liabilities (NFL) to calculate the 

net borrowing cost before tax (NBCBT). This, however, has not been undertaken because only 

year-end NFL data was available and this calculation is more accurate using average balances; 

and 

 NPBT can be compared with equity to calculate return on equity (ROE). 
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Appendix 2 – Qualitative Metrics 
 

PwC designed and managed the survey of the qualitative aspects of aged care financial performance used in 

this study. A number of factors were found which were correlated with financial performance. The strength of 

the relationship between each factor and financial performance was ascertained using a multivariate analysis.  

The most influential qualitative factors were discussed in Chapter 6, outlined here are the remaining factors 

which while correlated to financial performance, the strength of the correlation was not strong. 

Governance 

Boards 
The percentage of community representatives on the board was much lower in Financial Performance Group 1 

(12%) than in the other groups, with Group 2 achieving 42%, Group 3, 55% and Group 4, 60% respectively.  

 

Chart 001 below demonstrates that a high level of community representation on provider boards is largely a 

regional practice.  

 

 
 

Types of committees 

There was little variation across the Financial Performance Groups with regards to the types of committees in 

place. Providers in Group 1 were more likely to have a clinical/medication committee with 74% reporting this 

compared with 53%, 67% and 55% for Groups 2, 3 and 4 respectively. 

 

  



 

94 

Seeking external advice 

Providers were asked whether they used external advice in relation to growth and operational strategising. 

Between 60% and 69% of providers responded that they seek external advice; however, there did not appear 

to be any specific observation that would differentiate the practices of any group, as illustrated in Chart 003. 

 

 

Accreditation  

Provider boards and management are legislatively obliged to have processes and protocols in place to assure 

quality, safety and compliance with the Australian Aged Care Standards and the corresponding aged care 

legislation. 

 

Chart 004 below shows that the number of providers with unmet outcomes from an accreditation visit was 

relatively low (total of 14 out of 182 respondents), with Financial Performance Group 1 having no providers 

with unmet outcomes. The average for the other Groups was 14 providers (8%) with very little differentiation 

between the groups. This suggests that although Financial Performance Group 1 had no providers with unmet 

outcomes, it is unlikely that this strongly correlated to financial performance. 
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Strategy and Marketing 

Occupancy rates  

Chart 005 below demonstrates occupancy rates are comparable across all Financial Performance Groups, with 

rates of 91.5%, 93.6%, 94.3% and 92% respectively. There is a small drop in occupancy for Financial 

Performance Group 4, which may be reflective of these providers being dominated by not-for-profit and 

government providers operating in ‘regional’ locations. 

 

 

Waiting list  

Waiting lists can be considered a passive indicator of occupancy rates. The majority, 85% of providers, reported 

that they were maintaining waiting lists for their facilities with little difference between the Financial 

Performance Groups, as shown in Chart 006. Only 37 (77%) Group 2 providers compared with a range of 86% 

to 88% for the other groups maintained a waiting list in 2012-13. 
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Residential Aged Care Strategy 

A significant portion of the industry plans to maintain existing bed numbers in their facilities and only 7% plan 

to downsize or exit the industry. 
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Capital Management 

Gearing 
 

Table 1 below indicates the mix of Short, Long Term and Revolving finance used by Financial Performance 

Group. This demonstrates that the better financial performing Groups 1, 2 and 3 are more likely to have 

adopted a longer-term debt financing strategy than Group 4 providers. 

Table 1: Debt Financing by Financial Performance Group 

Financial Performance 
Group 

Short Term 
<3 Years 

Long Term 
3 to 10  Years 

Revolving 

% % % 

Group 1 13 50 38 

Group 2 32 48 21 

Group 3 52 41 7 

Group 4 39 35 27 

 

Master Plan 

Of those providers that had a master plan in place to determine building improvements in the long term there 

was very little variability between the Financial Performance Groups. 
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Dividend Policy 

Only 20% of respondents to the survey indicated they had a formal dividend policy in place. 
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Asset Management 

Expansion plans by ownership 

Purchasing additional landholdings for development appears to be a popular expansion strategy, with 46 

providers (21.6%) responding with this as their intention. An additional 31 providers (14.6%) reported that they 

intend to purchase existing facilities. Chart 010 shows the expansion plans of the Financial Performance 

Groups. 
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Effect of ownership on expansion plans 

Not-for-profit providers’ main expansion plans are to develop existing land and for-profit providers responded 

with broader options including developing existing land as well as purchasing new land for development as 

outlined in Chart 011. 

 

 

How expansion will be funded 

Chart 012 below shows the different sources for funding expansion across the Financial Performance Groups. 

More than a quarter of providers (63 or 30%) already have funds. 
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Average years since last refurbishment  

Chart 013 below shows the years since facilities were last significantly refurbished. Financial Performance 

Group 1 refurbished their facilities on average 4 years sooner than all other performance groups. Maintaining 

up to date facilities may allow Group 1 providers to attract higher accommodation charges. 

 

 

Financial Management 

Repairs and maintenance 

Chart 014 below illustrates the distribution of expenditure by Financial Performance Group.  

  

With the exception of some outliers, particularly in Group 4, this Chart shows that repairs and maintenance 

expenditure did not differ significantly between the Groups, with an industry average of $2,280 prpa. 
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Finance Team 

There was very little difference between the Financial Performance Groups regarding whether they used an 

internal or external accounting team/firm. 
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Forecasting 

The majority of providers prepared financial forecasts on a monthly basis, with Group 4 the most likely to 

forecast this frequently, although there was little variation between the groups. 

 

  



 

104 

Process and Operations Management 

Admissions staff 

Financial Performance Group 4 providers were more likely to have dedicated admissions staff over the other 

groups. However, all of the Financial Performance Groups had dedicated admissions staff. 

 

 

Clinical System 

There was little difference across the Financial Performance Groups with regards to the use of a central IT 

system to support clinical care delivery. 
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Resourcing – Staff and outsourcing  

Agency staffing 

Chart 019 demonstrates that there was little discrepancy between the four Financial Performance Groups with 

regards to use of agency staff. 

 

Registered nurses   

There was no significant difference in the use of registered nurses across the four Financial Performance 

Groups. Apart from a few outliers in Groups 3 and 4 there was a high degree of consistency across the groups 

in the ratio of registered nurses to other care staff, with the median approximately 6% across all groups. 

Therefore, it is inconclusive as to whether the engagement of registered nurses has an impact on financial 

performance.   
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Staff turnover  

No specific relationship was found between staff turnover results and provider financial performance and 

there was little variation between groups with a median turnover of approximately 15% across the groups. 

 

 
 

There was likely a high degree of variability in the way staff turnover results were reported in the survey; 

therefore, clear conclusions cannot be drawn. 

Use of volunteers   

There was a high level of consistency across all four Financial Performance Groups. This question, however, did 

not request the number of volunteers being engaged by providers; therefore no workforce ratios between staff 

and volunteers can be drawn. 
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Multi-facility management 

Of providers that operate more than one facility, there was very little differentiation in whether a General 

Manager managed more than one facility or a General Manager for each facility. 
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Appendix 3 – Separate Qualitative Survey 

Providers of Aboriginal and Torres Strait Islander flexible services (flexible services) and Multi-Purpose Services 

(MPS) were invited to participate in a survey managed by PwC. As a result of not receiving enough responses, a 

robust analysis was unable to be undertaken. Some anecdotal observations are discussed below, but 

conclusions cannot be drawn, particularly in comparison with the main survey conducted as part of this study. 

Governance 

All providers answered that they had a risk management policy in place in 2012-13. Interestingly, these 

providers reported that they monitor the progress of their risk management policy more frequently than their 

strategic plan. This may be related to the areas in which they are operating. 

Liquidity 

As discussed in Chapter 6, the better performing Groups 1, 2 and 3 targeted lower liquidity. The majority of 

MPS don’t hold bonds; however, of those providers (both flexible services and MPS) that do hold bonds, 33% 

answered that they are holding 16% to 25% in cash and the remaining 22% of providers are holding more than 

60%. This is quite different to, in particular Group 1 holding only 21% in liquid assets. 

Strategy 

Aboriginal and Torres Strait Islander flexible services and MPS providers monitored their progress against the 

strategic plan at least every six months which is quite different to the main cohort discussed in Chapter 6, 

where only 16% and 18% of Group 3 and 4, respectively, monitored their strategic plans every 6 months. 

Outsourcing 

Aboriginal and Torres Strait Islander flexible services and MPS providers predominantly outsource IT hosting 

and support of systems (56%), payroll (28%) and laundry (22%). This is in contrast to the findings in Chapter 6; 

Aboriginal and Torres Strait Islander flexible services and MPS providers tend to outsource more than Group 4.  

Workforce 

Aboriginal and Torres Strait Islander flexible services and MPS providers responded that 81% have a formal 

admissions process; however, only 53% have dedicated admissions staff. This is compared to 65% of the 

Financial Performance Groups discussed in Chapter 6, with dedicated admissions staff. 

Background of Facility Manager 

MPS and Aboriginal and Torres Strait Islander flexible services providers also reported that 44% of their Facility 

Managers had both a business and clinical background compared with those in the Financial Performance 

Groups, which favoured Facility Managers with a clinical background. 

Management training and development 

Out of the survey population, 81% of providers invested in management development training programs for 

their Facility Managers, which is similar to the results discussed in Chapter 6. Aboriginal and Torres Strait 

Islander flexible services and MPS providers are more invested in management development training than 

those in Group 3 that had 70% invested in management development training.  


