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DIRECTORS’ REPORT
for the year ended 30 June 2023

Directors
The names of the directors in office at any time during or since the end of the year are:

Mary Woodford (Chair)

Patrick Walsh (Deputy Chair)
Michael Heath

Lyn Jones

Bryan Pyne (Resigned 3 April 2023)
Margie Tannock

Michael Kenyon

Peter Mott

Directors have been in office since the start of the financial year to the date of this report unless otherwise stated.

Meetings held/attended while in office

Number of
Number of meetings
meetings held attended
whilst a whilst a
Name member member
Mary Woodford (Chair) 6 6
Patrick Walsh (Deputy Chair) 6 6
Michael Heath 6 4
Lyn Jones 6 5]
Bryan Pyne 5 2
Margie Tannock 6 6
Michael Kenyon 6 6
Peter Mott 6 6

Review of operations

The Group’s operations for the financial year resulted in a total deficit of $8,858,483 (2022: deficit $6,212,262). The result includes
a non-cash amortisation charge against the Residential Aged Care (RAC) Bed Licences of $4,233,334 (2022: $4,233,333),
accelerated depreciation due to the planned closure in 2024 of the current RAC Maddington facility of $5,581,440 (2022: $Nil), a
$1,315,280 unrealised gain on revaluation of the Deferred Management Fees related to Mercy Village residents (2022: $278,898
loss) and a gain of $1,601,113 (2022: $ 3,588,089 Loss) on the Group’s investment portfolio reported for the period.

Significant progress has been made on the construction of the new Maddington Residential Aged Care facility (108 beds), based
on the “small house model of care” with six small houses over two levels to achieve a “home like” appearance and feel.
Construction commenced in early 2022 and is expected to be completed by October 2023, with first residents to move by early
2024.

Impact of COVID-19
We have managed through the final stages of COVID-19 restrictions and widespread community transmission, as we slowly
transition back to business as usual. The impact on our business and financial performance was as follows:

e The Group continued to maintain infection control protocols across our operations and workplaces to ensure the well-
being of our staff, contractors, residents and customers;

* Industry wide workforce challenges and increased staff turnover continued to impact our operations in both the aged
care and early learning services with increased reliance on agency staff to fill vacancies and backfill staff on leave. This
has impacted our labour expenses as well as our occupancy ratios;

*  Whilst various COVID-19 Aged Care Support Program grants have been submitted in the financial year which would
partially support the additional costs incurred, the outcomes of these submissions are now expected in 2023/24;

* The Pandemic continued to impacted service utilisation across home care services due to staff shortages and clients
opting to suspend services during outbreak periods. This was an industry wide challenge during the financial year.

Changes resulting from new Residential Aged Care (“RAC") funding rules

Funding for RAC’s migrated from the ACFI regime to the AN-ACC regime on 1 October 2022. This model operates by matching
funding to resident care needs through independent needs assessments. Management continues to monitor the impacts of the
changes on its financial position including resident care and labour force requirements. No material adverse impacts to
MercyCare’s overall financial position are currently expected in the next 12 months as a result of the change based on preliminary
analysis conducted internally, however monitoring will continue during FY24.
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DIRECTORS’ REPORT
for the year ended 30 June 2023

Principal activities
During the year ended 30 June 2023, the Group was involved in the provision of a variety of services including:

Residential aged care
Community and home support
Family & community services
Early learning services
Retirement living

Disability

Likely developments and expected results of operations
It is expected that the operations of the Group will continue in line with that of the current reporting period.

Subsequent events
No matters or circumstances have risen since the end of the reporting period which significantly affected, or may significantly
affect, the operations of the Group, the results of those operations, or the state of affairs of the Group in future financial years.

Environmental regulations
The Group's operations are not regulated by any significant environmental regulation under a law of the Commonwealth or of a
State or Territory.

Dividends, shares, options and other interests

MercyCare Limited’s constitution does not permit dividends to be paid and thus no dividends were paid or are recommended to
be paid. Similarly, MercyCare Limited is a public company limited by guarantee and does not issue shares, options or other
interests in the company. As a consequence, no shares, options or other interests were granted during or since the end of the
year and no options were outstanding at the date of this report.

Indemnification and insurance of directors and officers
Directors’ and Officers’ Liability Insurance is held to cover a director for certain liabilities arising whilst acting as a director of the
company. The wording of the policy prohibits disclosure of the nature of these liabilities and the amount of the premium.

Indemnification of auditors

To the extent permitted by law, the Company has agreed to indemnify its auditors, Ernst & Young Australia, as part of the terms
of its audit engagement agreement against claims by third parties arising from the audit (for an unspecified amount). No
payment has been made to indemnify Ernst & Young during or since the financial year.

Legal proceedings

As part of the acquisition of the Belrose Care business, contingent consideration was agreed. The valuation of the cash
payments payable to the ACK Proprietary Limited (‘ACK”) was contingent on the growth in refundable accommodation deposits
across the two-year period ended 27 September 2018 as follows:

a) No additional cash payments were payable where the growth in refundable accommodation deposits is less than
$2,000,000: and

b) An additional cash payment equal to 50 per cent of the growth in refundable accommodation deposits greater than
$2,000,000, capped at a maximum amount payable of $6,000,000.

The Group’s external legal counsel continues to advise that it is not probable that the action will succeed in a court of law.
Accordingly, there has been no estimate made of potential costs or damages payable to the plaintiff.
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DIRECTORS’ REPORT
for the year ended 30 June 2023

Auditor's Independence Declaration
A copy of the auditor's independence declaration as required by Subdivision 60-C of the Australian Charities and Not-for-profits
Commission Act 2012 is set out on page 7.

Signed in accordance with a resolution of the board of directors.

W v |
Director / I/ “ f/

5 October 2023

—

Dir
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DIRECTORS’ DECLARATION
for the year ended 30 June 2023

In accordance with a resolution of the directors of MercyCare Limited (“the Group”), | state that in the opinion of the directors:

(a) the financial statements and notes of the Group are in accordance with the Australian Charities and Not-for-Profits
Commission Act 2012, including:

1. giving a true and fair view of the Group's financial position as at 30 June 2023 and of its performance for the year
ended on that date; and

2. complying with Australian Accounting Standards — Simplified Disclosures and the Australian Charities and Not-
for-Profits Commission Regulations 2022; and

(b) there are reasonable grounds to believe that the Group will be able to pay its debts as and when they become due and
payable.

On behalf of the Board of Directors,

i //,///

5 October 2023

Director.

MercyCare Ltd Financial Statements Page | 6



Ernst & Young Tel: +61 8 9429 2222
11 Mounts Bay Road Fax: +61 8 9429 2436
Perth WA 6000 Australia ey.com/au

GPO Box M939 Perth WA 6843

Building a better
working world

Auditor’s independence declaration to the members of MercyCare Limited
In relation to our audit of the financial report of MercyCare Limited for the financial year ended 30
June 2023, and in accordance with the requirements of Subdivision 60-C of the Australian Charities

and Not-for-profits Commission Act 2012, to the best of my knowledge and belief, there have been:

a. No contraventions of the auditor independence requirements of any applicable code of
professional conduct; and

b. No non-audit services provided that contravene any applicable code of professional conduct.

This declaration is in respect of MercyCare Limited and the entities it controlled during the financial
year.

it k frveg

Ernst & Young

J K Newton
Partner
5 October 2023

A member firm of Ernst & Young Global Limited
Liability limited by a scheme approved under Professional Standards Legislation



CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

for the year ended 30 June 2023

2023 2022
Consolidated Notes $ $
Revenue 2.1 112,539,492 112,162,118
Other income 24 17,347,956 9,473,960
Profit on sale of non-current assets 34,355 43,639
Employee benefit expenses (87,247,015) (83,285,597)
Domestic expenses (3,039,266) (2,630,264)
General and administration expenses (7,606,441) (8,167,684)
Motor vehicle expenses (854,902) (722,012)
Occupancy expenses (3,042,226) (2,675,039)
Program expenses (7,572,450) (7,116,433)
Repairs and maintenance expense (2,588,487) (2,387,473)
Depreciation expense (10,4086,875) (4,925,318)
Amortisation expense 3.3 (4,233,334) (4,245,907)
Fair value movement of deferred management fee (362,335) (2,573,199)
Loss on disposal of business segment (87.878) -
Operating surplus 2,880,594 2,950,791
Finance costs 2.2 (11,695,050) (9,119,520)
Deficit before tax from continuing operations (8,814,456) (6,168,729)
Income tax expense 2.3 - -
Deficit after tax from continuing operations (8,814,456) (6,168,729)
Deficit after tax for the year from discontinued operations 2.4 (43,997) (43,533)
Other comprehensive income
Unrealised gain on cash flow hedge reserve 5.6 - -
Other comprehensive income for the year, net of tax - -
Total comprehensive deficit (8,858,453) (6,212,262)
This consolidated statement should be read in conjunction with the accompanying notes to the financial statements.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

as at 30 June 2023

2023 2022
Consolidated Notes $ $
ASSETS
Current assets
Cash and cash equivalents 4.1 24,002,592 25,390,427
Trade and other receivables 4.2 3,661,841 2,585,035
Prepayments 4.3 1,146,054 463,434
Financial assets at fair value through profit or loss 5.1 35,764,030 32,606,285
Assets held for sale 2.5 1,972,814 72,215
Total current assets 66,547,331 61,117,396
Non-current assets
Prepayments 4.3 158,597 200,197
Property, plant and equipment 31 114,423,824 105,092,840
Investment properties 32 88,310,000 82,066,625
Intangible assets 3.3 14,399,993 18,633,327
Right-of-use assets 4.6 9,300,774 9,590,763
Total non-current assets 226,593,188 215,583,752
TOTAL ASSETS 293,140,519 276,701,148
LIABILITIES
Current liabilities
Trade and other payables 4.4 20,115,687 14,737,231
Provisions 45 8,447,549 8,331,517
Lease liabilities 46 490,594 509,536
Interest-bearing loans and borrowings 52 752,398 355,562
Other financial liabilities 53 132,649,723 130,382,515
Total current liabilities 162,455,951 154,316,361
Non-current liabilities
Provisions 45 836,793 731,623
Lease liabilities 46 10,215,333 10,222,511
Interest-bearing loans and borrowings 52 33,060,242 16,000,000
Total non-current liabilities 44,112,368 26,954,134
TOTAL LIABILITIES 206,568,319 181,270,495
NET ASSETS 86,572,200 95,430,653
EQUITY
Retained surplus 86,572,200 95,430,653
Cash flow hedge reserve 5.6 - B
TOTAL EQUITY 86,572,200 95,430,653

This consolidated statement should be read in conjunction with the accompanying notes to the financial statements.

MercyCare Ltd Financial Statements
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

for the year ended 30 June 2023

Accumulated Total
surplus equity
Consolidated $ $
At 1 July 2021 101,642,915 101,642,915
Deficit for the period (6,212,262) (6,212,262)
Other comprehensive income = &
Total comprehensive income for the year (6,212,262) (6,212,262)
At 30 June 2022 95,430,653 95,430,653
At 1 July 2022 95,430,653 95,430,653
Deficit for the period (8,858,453) (8,858,453)
Other comprehensive income = -
Total comprehensive income for the year (8,858,453) (8,858,453)
At 30 June 2023 86,572,200 86,572,200
This consolidated statement should be read in conjunction with the accompanying notes to the financial statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS
for the year ended 30 June 2023

2023 2022
Consolidated Notes $ $
Operating activities
Receipts from customers, inclusive of GST 35,863,799 41,267,672
Receipts of government contributions and subsidies 78,342,340 73,248,495
Payments to suppliers and employees, inclusive of GST (106,068,321) (106,609,077)
Receipts from fundraising activities and donations 66,613 3,362
Repayment of refundable accommodation deposits (23,593,171) (19,190,842)
Receipt of refundable accommodation deposits 19,255,714 19,252,520
Interest received 2,371,640 43,388
Interest paid (1,559,554) (1,163,227)
Net cash flows from operating activities 4,679,060 6,852,291
Investing activities
Payment for the acquisition of property, plant and equipment (22,132,564) (10,971,598)
Payment for managed investment portfolio (1,556,633) -
Proceeds from disposal of assets 1,186,859 2,603,220
Net cash flows used in investing activities (22,502,338) (8,368,378)
Financing activities
Payment of principal portion of lease liabilities (624,799) (713,412)
Proceeds from borrowings from external parties 17,060,242 -
Net cash flows from/(used in) financing activities 16,435,443 (713,412)
Net decrease in cash and cash equivalents (1,387,835) (2,229,499)
Cash and cash equivalents at 1 July 2022 25,390,427 27,619,926
Cash and cash equivalents at 30 June 2023 4.1 24,002,592 25,390,427

This consolidated statement should be read in conjunction with the accompanying notes to the financial statements.
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NOTES TO THE FINANCIAL STATEMENTS
SECTION ONE: ABOUT THIS REPORT

Corporate information:

MercyCare Limited (“the Parent”) and its subsidiaries listed in Note
6.1 of the financial statements (collectively, “the Group”) is a not-for-
profit Group limited by guarantee, incorporated and domiciled in
Australia. The registered office is located at Ord Street, West Perth,
Western Australia.

The nature and principal activities of the Group were the provision
of residential aged care, community aged care, retirement living,
disability support, child day care and fostering services.

The financial statements were authorised for issued in accordance
with a resolution of the Board of Directors on 5 October 2023.

Statement of compliance:

The financial report is a general-purpose financial report, which was
prepared in accordance with the requirements of the Australian
Charities and Not-for-Profit Commission Act 2012, Australian
Accounting Standards — Simplified Disclosures and other
authoritative pronouncements of the Australian Accounting
Standards Board. The Group is a not-for-profit, private sector Group
which is not publicly accountable. Therefore, the consolidated
financial statements for the Group are general purpose financial
statements that have been prepared in accordance with Australian
Accounting Standards — Simplified Disclosure Requirements
(“AASB - SDRs").

The accounting policies are consistent with those disclosed in the
Financial Report 2022 except for the impact of all new and
amended standards and interpretations. The adoption of these
standards and interpretations did not result in significant changes to
the Group’s accounting policies, other than as disclosed below.

Basis of preparation:

The financial report was prepared on a historical cost basis, except
for investment properties, financial assets at fair value through profit
or loss and interest rate derivatives, which are measured at fair
value.

The Board of Directors of Mercy Care Limited, has resolved that,
whilst the issue of control is not entirely clear, Mercy Human
Services Limited, Mercy Community Services Limited and Mercy
Hospital Mount Lawley Limited, share common goals and
outcomes. The Board decided that, in the interests of providing full
and open information to members, the financial statements would
be prepared on a consolidated basis.

Currency:

The functional and presentation currency of the Group is Australian
dollars.

Basis of consolidation:

The financial statements comprise the financial results of the Group
and its subsidiaries as at 30 June each year. Subsidiaries are fully
consolidated from the date on which control is obtained by the
Group and cease to be consolidated from the date at which the
Group ceases to have control.

The financial statements of subsidiaries are prepared for the same
reporting period as the Parent, using consistent accounting policies.
All intercompany balances and transactions, including unrealised
profits and losses arising from intra-group transactions, were
eliminated in full.

Comparative information:

The consolidated financial statements provide comparative
information in respect of the previous period. The re-classification of
items in the financial statements of the previous period was made in
accordance with the classification of items in the financial
statements of the current period. Such reclassifications do not affect
previously reported profit or equity. These changes have been

made to improve the comparability of information presented.

MercyCare Ltd Financial Statements

Impact of COVID-19

The Group continues to consider the potential impact of the COVID-
19 pandemic in the significant accounting judgements, estimates
and assumptions. However, as these are subject to increased
uncertainty the actual outcomes may differ from the estimates.

Going concern:

The financial statements were prepared on a going concern basis;
notwithstanding, the Group has a net current asset deficiency
position of $95,908,620 as at 30 June 2023 (2022: $93,198,965)
based on the following considerations.

The net current asset deficiency arises due to the classification of
refundable accommodation deposits, accommodation bonds and
independent living unit entry contributions as a current liability in
compliance with AASB 101 Presentation of Financial Statements
due to the absence of an unconditional right to defer settlement of
those liabilities for at least twelve months following balance date.

However:

i In practice, refundable accommodation deposits and
accommodation bonds that are repaid to an outgoing
resident are replaced by another refundable
accommodation deposit by an incoming resident within a
short time-frame.

2. In practice, as resident loans less applicable deferred
facilities fees for outgoing residents are paid at the time of
settlement for incoming residents, the cash inflow will
always exceed the cash outflow to the departing resident.

3. The Group has positive operating cash flows.
Current versus non-current classification:

The Group presents assets and liabilities in the statement of
financial position based on a current and non-current classification.
An asset is current when it is:

° Expected to be realised or intended to be sold or consumed
in the normal operating cycle;

° Held primarily for the purpose of trading;

° Expected to be realised within twelve months after the

reporting period; or,

° Cash or cash equivalent, unless restricted from being
exchanged or used to settle a liability for at least twelve
months after the reporting period.

All other assets are classified as non-current.

A liability is current when:

° It is expected to be settled in the normal operating cycle;
° It is held primarily for the purpose of trading;
° It is due to be settled within twelve months after the

reporting period; or,

@ There is no unconditional right to defer the settlement of the
liability for at least twelve months after the reporting period.

The Group classifies all other liabilities as non-current.
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NOTES TO THE FINANCIAL STATEMENTS
SECTION ONE: ABOUT THIS REPORT

Key estimates and judgements:

In applying the Group'’s accounting policies, management
continually evaluates judgements, estimates and assumptions
based on experience and other factors, including expectations of
future events that may have an impact on the Group.

All judgements, estimates and assumptions made are believed to
be reasonable based on the most current set of circumstances
known to management. Actual results may differ from those
judgements, estimates and assumptions.

Significant judgements, estimates and assumption made by
management in the preparation of these financials are found in the
following notes:

Note 2.1 Deferred management fee Page 14
Note 3.1 Useful lives of depreciable assets Page 17
Note 3.1 Impairment of freehold land and buildings

and right of use assets Page 17
Note 3.1 Cloud computing arrangements Page 18
Note 3.2 Investment properties Page 18
Note 3.3 Impairment of non-current assets Page 19
Note 4.4 Unearned income Page 21
Note 4.5 Provision for long-service leave Page 22
Note 4.6 Incremental borrowing rate Page 24
Note 4.6 Lease term Page 24

MercyCare Ltd Financial Statements
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NOTES TO THE FINANCIAL STATEMENTS
SECTION TWO: CURRENT PERFORMANCE

2.1 REVENUE AND OTHER INCOME

Consolidated 2023 2022
$ $
Revenue
Government contributions 76,570,348 74,645,099
Service user fees 35,969,144 37,517,019
112,539,492 112,162,118
Other income
Interest income 886,379 57,081
Dividends and distributions 1,556,632 1,739,687
Franking credits refunded 294 437 -
Donations 66,613 3,362
Deferred management fee (realised) 1,677,615 2,294,301
Revaluation gain on re-measurement of the investment portfolio to fair value 1,601,113 -
Revaluation gain on re-measurement of the investment properties to fair value 6,243,375 2,001,625
Income on RADs and Bonds 3,910,238 2,378,539
Other 1,111,554 999,365
17,347,956 9,473,960
Revenue hy reportable segment
2023 2022 2023 2022
$ $ $ $
Revaiiis Govr::rnrflent Gow_emr[:ent Service user Service user
contributions contributions fees fees
Residential aged care 29,629,932 28,569,127 10,213,697 9,843,181
Early learning services 90,200 79,766 23,944 754 25,655,351
Community and home support 23,997,547 24,014,619 685,382 851,059
Family and community services 20,701,854 19,919,421 506,162 564,523
Disability 2,150,815 2,062,166 - -
Retirement village - - 619,149 602,906
76,570,348 74,645,099 35,969,144 37,517,020

Recognition and measurement

Revenue from contracts with customers is recognised when control of the goods or services is transferred to the customer at an amount that
reflects the consideration to which the Group expects to be entitled in exchange for those goods or services, and when the performance
obligations for each different activity have been met. Revenue is measured at the fair value of the consideration received or receivable, taking
into account contractually defined terms of payment and excluding taxes or duties. The specific recognition criteria below must also be met

before revenue is recognised:

« Government contributions

The Group'’s programs are supported by contributions from the Commonwealth. Revenue will be recognised over time as services are
delivered with any balance unearned recognised on the balance sheet to the extent of future delivery of contracted services. Management
calculates the provision for unspent grants with regards to the service delivery of contracted services across the period. Pursuant to the
terms of the grant arrangement, the Government may request a refund for unspent grants where there has been an under provision of
service. A provision for unspent grants is carried as a liability on the balance sheet.

+ Rendering of services

Revenue from the provision of services is recognised on the date of delivery of those services to the recipient. Fees charged for care or
services provided to clients are recognised when the service is provided.

e Interest income

Interest income is recognised on an accrual basis using the effective interest rate method (“EIR"). The EIR is the rate that exactly discounts
the estimated future cash receipts over the expected life of the financial instrument or a short period, where appropriate, to the net carrying

amount of the financial asset.

« Donations

Donations collected are recognised as income when the Group gains control, economic benefits are probable and the amount of the

donation may be measured reliably.

MercyCare Ltd Financial Statements
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NOTES TO THE FINANCIAL STATEMENTS
SECTION TWO: CURRENT PERFORMANCE

* Dividends and distributions
Dividends and distributions are recognised when the right to receive the payment is established.
* Income on RADs and Bonds

The Entity recognises revenue is respect of the interest free loan financing benefit received on RADs and Bonds.

Key judgement: Deferred management fee

Deferred management fees are recognised on a straight-line basis across the expected tenure of the resident of an independent living unit.
Deferred management fees are calculated on a percentage of the fair value of the retirement village. Triennially, fair values are determined
based on an independent market valuation performed by an accredited external independent. In preceding reporting periods, fair values are
determined using a desktop valuation based on prior year property valuations conducted by Property Valuation & Advisory (WA), an
accredited valuer. The turnover of existing residents has been estimated by using historical turnover information. A 3.95% (2022: 3.36%)
discount rate is used based on the Commonwealth Government Securities five-year bond rate. The five-year bond rate most closely reflects
the estimated average remaining length of stay. No risk premium is applied to the discount rate as the deferred management fees are
subtracted from the entry contributions already paid by the residents.

2.2 FINANCE COSTS

Consolidated 2023 2022
$ $

Interest expense on secured interest-bearing loans 855,581 443,582
Net loss on financial assets at fair value through profit and loss - 3,588,089
Interest expense on leases to Mercy Village residents 6,243,375 2,001,625
Interest charge on RADs and Bonds 3,910,238 2,366,639
Interest expense on lease liahility (Note 4.6) 685,856 719,585
11,695,050 9,119,520

2.3 INCOME TAX EXPENSE

No provision for income taxes was recognised by the Group, which is exempt from income tax under Division 40 of the Income Tax Assessment
Act 1997,

2.4 DISCONTINUED OPERATIONS

On 5 May 2014, the hospital business and its business assets were sold to St. John of God Health Care Inc. Thereafter, the operations of the
hospital business was classified as a discontinued operation. The results of the hospital business for the current and prior years are presented
below:

Consolidated 2023 2022
$ $
Deficit after tax from discontinued operations (43,997) (43,533)

The net cash flows incurred by the hospital business are as follows:

Consolidated 2023 2022

$ $
Operating (43,997) (43,533)
Net cash outflow (43,997) (43,533)

Recognition and measurement:

A disposal group qualifies as a discontinued operation if it is a component of a Group that either has been disposed of, or classified as held for
sale, and:

° Represents a separate major line of business or geographical area of operations;
° Is part of a single co-ordinated plan to dispose of a separate major line of business or geographical operations: or
° Is a subsidiary acquired exclusively with a view to resale.

Discontinued operations are excluded from the results for continuing operations and are presented as a single amount as profit or loss after tax
from discontinued operations in the statement of profit or loss and comprehensive income.
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NOTES TO THE FINANCIAL STATEMENTS
SECTION TWO: CURRENT PERFORMANCE

2.5 NON-CURRENT ASSETS HELD FOR SALE

The Group classifies non-current assets as held for sale if their carrying amounts will be recovered principally through a sale transaction rather
than through continuing use. Non-current assets classified as held for sale are measured at the lower of their carrying amount and fair value
less costs to sell. Costs to sell are the incremental costs directly attributable to the disposal of an asset, excluding finance costs and income tax
expense.

The criteria for held for sale classification is regarded as met only when the sale is highly probable, and the asset is available for immediate sale
in its present condition. Actions required to complete the sale should indicate that it is unlikely that significant changes to the sale will be made
or that the decision to sell will be withdrawn. Management must be committed to the plan to sell the asset and the sale expected to be
completed within one year from the date of the classification.

Property, plant and equipment are not depreciated or amortised once classified as held for sale. Assets and liabilities classified as held for sale
are presented separately as current items in the statement of financial position.

At 30 June 2023, the balance of $1,972,814 (2022: $72,215) for assets held for sale relates to the sale of 34 & 36 Amherst Street, Freemantle
(2022: sale of Merriwa Early Learning Centre).

.Consolidated 2023 2022
$ $

Assets held for sale

34 & 36 Amherst Street, Freemantle 1,972,814 -

Deficit after tax from assets held for sale - (42,434)

The net cash flows incurred by Merriwa Early Learning Centre are as follows:

Consolidated 2023 2022

$ $
Operating - (42,434)
Net cash outflow : (42,434)

The Statement of Financial Position of Merriwa Early Learning Centre for the current year are presented below:

Assets 2023 2022
$ $
Trade Receivables - 12,675
Prepayments - 438
Fair Value of Assets - 19,245
Goodwill - 87,878
Right of use asset - 13,753
- 133,989
Liabilities
Trade Creditors - 2172
Salaries and wages payable - 18,533
Annual leave provision - 13,670
Long Service leave provision - 4,061
Unearned income - 3,855
Other Payables - 1,121
Lease Liability - 18,362
- 61,774
Total Assets Held for Sale - 72,215
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NOTES TO THE FINANCIAL STATEMENTS
SECTION THREE: GROWTH ASSETS

3.1 PROPERTY, PLANT AND EQUIPMENT

Consolidated Land and Computer Plant and Work-in- Motor
buildings equipment equipment progress vehicles Total
$ $ $ $ $ $

Cost or valuation
At 1 July 2022 114,137,973 5,702,482 5,663,230 6,718,130 3,637,692 135,759,507
Additions 496,967 76,863 473,899 19,765,534 1,320,301 22,133,564
Disposals (1,0086) (668,378) - (241,934) (1,229,558) (2,140,877)
ls\zls:ts Transferred to Held for (1,890,000) ) i (82,810) i (1,972,810)
At 30 June 2023 112,743,934 5,110,967 6,137,129 26,158,920 3,628,434 153,779,384
Depreciation and impairment
At 1 July 2022 (20,847,546) (5,251,454) (3,782,435) - (785,232) (30,666,667)
Depreciation charge for the year (8,331,631) (226,130) (615,808) - (343,566) (9,517,135)
Disposals - 668,378 - E 159,864 828,242
At 30 June 2023 (29,179,177) (4,809,206) (4,398,243) ‘ (968,934) (39,355,560)
Net book value
At 1 July 2022 93,290,427 451,028 1,880,795 6,718,130 2,752,460 105,092,840
At 30 June 2023 83,564,757 301,761 1,738,886 26,158,920 2,659,500 114,423,824

Key judgement: Impairment of freehold land and buildings
and right of use assets

The Group exercises its judgement in considering the active
market prices of transactions for properties of similar nature,
location and condition to determine the fair value of freehold
land and buildings.

Recognition and measurement

Work-in-progress is stated at cost, net of accumulated impairment
losses, if any. Plant and equipment is stated at cost, net of
accumulated depreciation and accumulated impairment losses. Such
costs include the cost of replacing part of the plant and equipment.
When a major inspection is performed, the cost is recognised in the
carrying amount of the plant and equipment as a replacement if the
recognition criteria are satisfied. All other repair and maintenance
costs are expensed to profit or loss as incurred.

Freehold land and buildings are measured at cost less accumulated
depreciation and impairment losses recognised after the date of
revaluation.

Valuations are usually performed triennially or where a significant
movement is identified to ensure that the carrying amount of the asset
does not differ materially from its fair value. The fair value of freehold
land and buildings were determined using the income and market
comparable methods.

The fair value of freehold land and buildings were determined using
the income and market comparable valuation methodologies. In the
current year, management did not obtain a formal valuation for the
assets. However, management has used desktop valuations from
Corelogic as a reference to assess that the market value of the
assets have not decreased based on current market conditions in the
respective suburb areas. Management also noted there were no
major refurbishment or repairs and maintenance on these properties
during the year..
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Depreciation and de-recognition

Depreciation is calculated on a straight-line basis over the estimated
useful lives of the assets as follows:

e Buildings: 4 to 40 years

s Computer equipment: 3 to 7 years
o Plant and equipment: 3 to 10 years
¢  Furniture and fittings: 5 to 15 years
s Motor vehicles: 0 to 8 years

An item of property, plant and equipment is de-recognised on
disposal or when no future economic benefits are expected from its
use or disposal. Any gain or loss arising on the disposal of an asset,
calculated as the difference between the net disposal proceeds and
the carrying amount of the asset, is recognised in profit or loss.

Assets under construction

Property, plant and equipment under construction is included within
‘capital work in progress’, Capital expenditure incurred in the

course of development activities is carried at cost, less any
recognised impairment loss. Cost includes construction costs,
professional fees, internal wage expenses directly attributable to the
development activities and, for qualifying assets borrowing

costs capitalised in accordance with the Group's accounting policy
(refer Note 3.1). Upon completion, the asset is reclassified as

land and buildings, plant and equipment, or fixtures and fittings as
applicable. During the year, the Group completed refurbishments.
Such projects are short-term in nature. On completion, the cost of the
asset is classified within plant and equipment or fixtures and fittings.
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Key judgement: Useful life of depreciable assets

The residual values, useful lives and methods of depreciation of property, plant and equipment are reviewed at each financial year and
adjusted prospectively based on the expected utility of the assets.

Borrowing Costs

Borrowing costs directly attributable to the acquisition, construction or production of an asset that necessarily takes a substantial period of time
to get ready for its intended use or sale are capitalised as part of the cost of the asset. All other borrowing costs are expensed in the period in
which they occur. Borrowing costs consist of interest and other costs that an entity incurs in connection with the borrowing of funds.
Management has assessed the requirements of AASB 123 and borrowing costs of approximately $190,000 have been capitalised for the year
ended 30 June 2023. This accounting policy has been consistently applied by the Group since commencement of its project development
activities.

Key judgement: Capitalisation of configuration and customisation costs for cloud computing arrangements

The Group's accounting policy in respect of SaaS arrangements are as follows:

° Where the underlying service arrangement includes an intangible asset, costs incurred to configure or customise the underlying
software of the cloud computing arrangement are generally considered to be directly attributable costs of preparing the asset for its
intended use and are capitalised.

e Where the underlying Saa$S arrangement is a service agreement, the Entity assesses if customisation or configuration costs result in
the creation of a resource which is identifiable, and whether the Entity has the power to obtain the future economic benefits flowing
from the underlying resource, and ability to restrict the access of others to those benefits. In such circumstances, costs are
recognised as a separate intangible software asset and amortised over the useful life of the software on a straight-line basis. In all
other circumstances, costs are recognised as an expense when the supplier provides the services.

3.2 INVESTMENT PROPERTIES

Consolidated 2023 2022

$ $
Opening balance at 1 July 82,066,625 80,065,000
Gain from fair value re-measurement 6,243,375 2,001,625
Closing balance at 30 June 88,310,000 82,066,625

Investment properties relates to the Mercy Village retirement centre, which comprises of 118 independent living units (*ILUs").

The Group owns 112 ILUs. The remaining 6 ILUs are owned by the Sisters of Mercy Order, which will freely vest to the Group on 30 June 2082
or earlier, if requested by the Sisters of Mercy Order.

The fair value of Mercy Village is determined with reference to a triennial valuation performed by an accredited independent valuer or more
frequently were a material movement in the fair value is identified. In the current period, the fair value was derived by director’s valuation as at
30 June 2023 utilising the gross asset values determined through a third party valuation undertaken for the purposes of obtaining an additional
loan with Commonwealth Bank of Australia in September 2022.As a result of the valuation, the re-measurement of the Mercy Village retirement
centre to fair value resulted in a gain of $6,243,375 (2022: $2,001,625). The fair value re-measurement resulted in an identical adjustment to the
carrying amount of the independent living unit entry contributions; accordingly, the net impact of the changes in fair value of the Mercy Village
retirement centre and the independent living unit entry contributions in profit or loss is nil.

The Group has no restrictions on the realisability of its investment properties and no contractual obligations to purchase, construct or develop
investment properties or for repairs, maintenance and enhancements.

Recognition and measurement

Investment properties are initially measured at cost, including transaction costs. Subsequent to initial recognition, investment properties are
stated at fair value, which reflects market conditions at the reporting date.

Fair values are determined based on a triennial valuation performed by an accredited external independent valuer applying a valuation model
recommended by the International Valuation Standards Committee. A market desktop appraisal is performed by an accredited independent
valuer for the intervening years.

Key judgement: Investment properties:

The Group exercises its judgement in considering the active market prices of transactions for properties of similar nature, location and
condition to determine the fair value of freehold land and buildings.
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3.3 INTANGIBLE ASSETS

Consolidated Bed Licences Customer List Goodwill Total
$ $ $ $

Cost

At 30 June 2022 12,700,000 509,953 41,568,322 54,778,275

At 30 June 2023 12,700,000 509,953 41,568,322 54,778,275

Amortisation and impairment

At 1 July 2022 (4,233,333) (509,953) (31,401,662) (36,144,948)

Amortisation (4,233,334) - - (4,233,334)

At 30 June 2023 (8,466,667) (509,953) (31,401,662) (40,378,282)

Net book value

At 1 July 2022 8,466,667 - 10,166,660 18,633,327

At 30 June 2023 4,233,333 - 10,166,660 14,399,993

Bed licenses

Bed licenses acquired as part of a business combination are
measured at fair value on the date of acquisition. Bed licenses are
subsequently measured at cost less any accumulated impairment
losses.

In 2017 MercyCare recognised bed licenses ($12,700,000) on
acquisition of Belrose Care. From 1 July 2024 Residential Aged
Care bed licence allocations are being deregulated by the Federal
Government and the intangible will carry no value after that date. As
a result of this decision, straight-line amortisation of the bed
licences has been adopted. Therefore, as at 30 June 2023
amortisation of $4,233,334 (2022: $4,233,333) has been
recognised in the profit or loss against bed licences relating to the
residential aged care ("RAC") cash-generating unit (“CGU").

Goodwill

Goodwill represents the excess of the cost of an acquisition over
the fair value of the identifiable net assets acquired. Subsequent to
initial recognition, goodwill is measured at cost less any
accumulated impairment losses. Goodwill is not subject to
amortisation and tested annually for impairment or more frequently
if events or changes in circumstances indicate that that goodwill
may be impaired. An impairment loss is recognised for the amount
by which the carrying amount of an asset exceeds its recoverable
amount. The recoverable amount of an asset is the higher of its
value in use and fair value less costs of disposal.

For the year ended 30 June 2023, no impairment expense (2022:
$Nil) was recognised in profit or loss against Goodwill relating to the
Residential Aged Care ("RAC") cash-generating unit (‘*CGU"). Early
Learning Services ("ELS") also carries Goodwill ($5,649,253), which
remained unimpaired as at 30 June 2023.

Customer list

Customer lists acquired as part of a business combination are
measured at fair value at the date of acquisition. Following initial
recognition, customer lists are carried at cost less any accumulated
amortisation and accumulated impairment losses.

Customer Lists have a finite life; therefore, customer lists are
amortised over the useful economic life and assessed for
impairment whenever there is an indication that the intangible asset
may be impaired. The Group has assessed the useful life as three
years in consideration to the expected turnover of customers, which
best reflects the consumption of future economic benefits.

MercyCare Ltd Financial Statements

Therefore, as at 30 June 2023 amortisation of $Nil (2022: $12,575)
has been recognised in the profit or loss against customer list.

Impairment testing of intangible assets

For the purpose of assessing for impairment, intangible assets are
allocated to CGUs, which are the lowest levels of the group
monitored for internal management purposes. Management
assessed that the Group is comprised of two CGUs, being (1)
Residential Aged Care (‘RAC") and (2) Early Learning Services
("ELS"). Intangible assets are allocated to those CGUs that are
expected to benefit from the acquisition against which bed licenses,
goodwill or customer lists arose.

The value in use calculations are based on discounted cash flow
models. The cash flows are derived from the budget for the next
five years, including the period impacted by the COVID-19
pandemic, and do not include restructuring activities that the Group
is not yet committed to or significant future investments intended to
enhance the performance of the assets of the CGUs being tested.
The recoverable amount is sensitive to the discount rate used for
the discounted cash flow model, future expected cash in-flows and
the terminal value growth rate used for extrapolation purposes.
Significant assumptions used in the impairment model testing are
inherently subjective and in times of economic uncertainty caused
by the COVID-19 pandemic, the degree of subjectivity is higher
than it might otherwise be.

Impairment losses from continuing operations are recognised in
profit or loss. No impairment expense has been recognised in
FY23.

Key judgement: Impairment of non-current assets

The key assumptions used in assessing the recoverable amount
of the Residential Aged Care ("“RAC”) and Early Learning
Services ("ELS") CGUs include:

(a) Post-tax discount rate;
(b)  Growth rate;

(c) Growth rate in refundable accommodation deposits (RAC
only); and

(d) Terminal value growth rate.
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SECTION FOUR: OPERATING ASSETS AND LIABILITIES

4.1 CASH AND CASH EQUIVALENTS

4.2 TRADE AND OTHER RECEIVABLES

Consolidated 2023 2022 Consolidated 2023 2022
$ $ $ $

Cash at bank and on hand 6,116,799 8,031,891 Trade receivables 941,695 812,456
Cash on short term deposit 13,100,000 13,100,000 howance for expected credit (82,350) (82,353)
Restricted cash 4,785,793 4,258,536 Other receivables 2,255,119 1,570,308
24,002,592 25,390,427 Accrued income 51,813 263,088

Recognition and measurement Accrued interest 495,564 21,536
Cash and cash equivalents in the consolidated statement of 3,661,841 2,585,035

financial position comprise cash at bank and short-term deposits
with an original maturity of four months or less.

Restricted cash relates to the refundable accommodation deposits
which may only be used for specific purposes, as set out in section
57.17A of the Aged Care Act 1997. Restricted cash also includes
donated funds, which may only be used for the purposes specified
by the donor at the time of the donation.

Cash flows included in the consolidated statement of cash flows
are on a gross basis. The GST component of cash flows arising
from investing and financing activities, which are recoverable from,
or payable to, the Australian taxation Office, are classified as
financing cash flows.

Restricted Cash

Restricted cash represents funds set aside for the future
maintenance and refurbishment of the retirement village which
totalling to $2,420,124 for MercyCare Limited. It includes (i) fees
received from residents in respect of future maintenance costs
(such as repainting the village), and (i) the 0.50% refurbishment
component of the deferred management fee retained from the
termination payment to residents on their departure from the
village. The restricted cash includes donated funds $1,874,579
(2022: $1,795,784) for Mercy Community Services Limited, which
may only be used for the purposes specified by the donor at the
time of the donation. The bank guarantees of $491,091 (2022:
$428,993) held by the Mercy Human Services Limited as deposits
for leased properties.
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Recognition and measurement

Trade and other receivables are initially recognised at fair value
and subsequently measured at amortised cost, less an allowance
for expected credit losses.

Trade receivables are non-interest bearing with settlement terms
of between 14 to 40 days.

Fair value

Due to the short-term nature of these receivables, the carrying
amount is assumed to approximate their fair value.

Allowance for expected credit losses

The Group recognises an allowance for expected credit losses
("ECLs") for all debt instruments not held at fair value through profit
or loss. For trade receivables, the Group applies a simplified
approach in calculating ECLs. The Group does not track changes
in credit risk, but instead recognises a loss allowance based on
lifetime ECLs at each reporting date. The Group has established a
provision matrix that is based on its historical credit loss
experience, adjusted for forward-looking factors specific to the
debtors and the economic environment.

Bad debts are written-off when identified. Subsequent recoveries
of bad debts previously written-off are credited against general and
administration expenses in consolidated statement of profit or loss
and other comprehensive income.
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SECTION FOUR: OPERATING ASSETS AND LIABILITIES

4.3 PREPAYMENTS

Consolidated 2023 2022

$ $
Prepayments 1,304,651 663,631
Current 1,146,054 463 434
Non-current 158,597 200,197
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4.4 TRADE AND OTHER PAYABLES

Consolidated 2023 2022
$ $
Trade creditors 2,366,038 1,699,268
Salaries and wages payable 2,379,198 2,308,151
Unearned income 11,520,938 9,194,285
Other payables 3,848,513 1,635,527
20,115,687 14,737,231

Recognition and measurement

Liabilities for trade and other payables are initially recognised at
fair value when goods and services are receipted, whether or not
billed to the Group, prior to the end of the reporting period.

Trade and other payables are subsequently measured at
amortised cost. Amounts are non-interest bearing with settlement
terms of 30 days, on average.

Fair value

Due to the short-term nature of these payables, the carrying
amount is assumed to approximate their fair value.

Unearned income

The liability for unearned income is the unutilised amount of grants
received on the condition that specified services are delivered or
conditions are fulfilled. Ordinarily, the services are provided, or the
conditions are satisfied within twelve months on the receipt of the
grant contributions.

Where the amount received is in respect of services to be provided
over a period that exceeds twelve months after the reporting date
or the conditions will only be satisfied more than twelve months
after the reporting date, the liability is discounted and presented as
non-current in the consolidated statement of financial position.

The movement in unearned income is as follows:

Consolidated Total

$
At 1 July 2022 9,194,285
Arising 99,458,464
Utilised (97,131,811)
At 30 June 2023 11,520,938
Current 11,520,938

Non-current =

Key judgements: Unearned income

Management requires judgement to determine key assumptions
used in evaluating whether performance criteria attached to a
service arrangement were satisfied and the likelihood that the
Commonwealth would request a refund, partially or in full, for
unspent grant contributions.
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4.5 PROVISIONS

Long
Annual service Medical

Consolidated leave leave malpractice Other Total

$ $ $ $ $
At 1 July 2022 5,177,474 3,773,275 112,204 181 9,063,134
Arising 6,257,885 1,059,650 - - 7,317,535
Utilised or reversed (6,269,215) (805,387) (21,725) E (7,096,327)
At 30 June 2023 5,166,144 4,027,538 90,479 181 9,284,342
Current 5,166,144 3,190,926 90,479 - 8,447 549
Non-current - 836,612 - 181 836,793

Recognition and measurement

Provisions are recognised when the Group has a present obligation, legal or constructive, as a result of a past event, it is probable that an
outflow of resources embodying economic benefits will be required to settle the obligation and a reliable estimate may be made of the amount
of the obligation.

When the Group expects some or all of the provision to be reimbursed, for example under an insurance contract, the reimbursement is
recognised as a separate asset but only when the reimbursement is virtually certain. The expense related to any provision is recognised in profit
or loss net of any reimbursement.

Employee entitlements

Provision is made for employee benefits accumulated as a result of employee rendering services up to the end of the reporting period. These
benefits include wages, salaries, annual leave and long-service leave.

Liabilities in respect of employees’ services rendered that are not expected to be wholly settled within one year after the end of the reporting
period in which the employees render the related services are recognised as long-term employee benefits.

These liabilities are measured at the present value of the estimated future cash outflow to be made to the employees using the projected unit
cost method. Liabilities expected to be wholly settled within one year after the end of the reporting period in which the employees render the
related services are classified as short-term benefits and measured at the amount due to be paid.

Key judgments: Provision for long-service leave

Long service leave is measured at the present value of the benefits accumulated up to the end of the repomng period. The liability is
discounted using an appropriate discount rate. Management requires judgement to determine key assumptions used in the calculation of
future increases in salaries and wages, future on-cost rates and future settlement dates of employees’ departures.

Key assumptions when entered into the calculation of the provision for long service leave included:
o Discount rate of 4.94%-5.55% per cent (2022:3.61%-5.26% per cent)

° Expected future increases in salaries and wages of 3.75% per cent (2022: 2.5% per cent).

Medical malpractice

Provision is made for the expected deductibles arising under the combined liability insurance policy for medical malpractice claims against the
Group.

The measurement of these liabilities is informed by the judgement of external legal counsel as to whether the likelihood that a claim agamst the
Group would be successful and the quantum of expected legal costs-and damages, if any. o
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4.6 LEASES

Set out below are the carrying amounts of right-of-use assets recognised and the movements during the period:

Consolidated 2023 2022

$ $
Opening balance at 1 July 9,590,763 10,585,537
Depreciation (889,740) (994,396)
Asset held for sale 599,751 (13,753)
Variable lease payments reassessment - 13,375
Closing Balance at 30 June 9,300,774 9,590,763
Current - -
Non-current 9,300,774 9,560,763

Set out below are the carrying amounts of lease liabilities recognised and the movements during the period:

Consolidated 2023 2022

$ $
Opening balance at 1 July 10,732,047 11,512,585
Accretion of interest 685,856 719,585
Variable lease payments reassessment 598,677 (48,763)
Payments (1,310,653) (1,432,998)
Asset Held for Sale - (18,362)
Closing Balance at 30 June 10,705,927 10,732,047
Current 490,594 509,536
Non-current 10,215,333 10,222,511

Recognition and measurement

The Group applies a single recognition and measurement approach for all leases, except for short-term leases and leases of low-value assets.
The Group recognises lease liabilities to make lease payments and right-of-use assets representing the right to use the underlying assets.

i)  Right-of-use assets

The Group recognises right-of-use assets at the commencement date of the lease (i.e., the date the underlying asset is available for use). Right-
of-use assets are measured at cost, less any accumulated depreciation and impairment losses, and adjusted for any remeasurement of lease
liabilities. The cost of right-of-use assets includes the amount of lease liabilities recognised, initial direct costs incurred, and lease payments
made at or before the commencement date less any lease incentives received. Right-of-use assets are depreciated on a straight-line basis over
the shorter of the lease term and the estimated useful lives of the assets, as follows:

s Land and buildings 4 to 21 years.

If ownership of the leased asset transfers to the Group at the end of the lease term or the cost reflects the exercise of a purchase option,
depreciation is calculated using the estimated useful life of the asset.

The right-of-use assets are also subject to impairment. Refer to the Impairment of freehold land and buildings and right of use assets at Note 3.1
ii) Lease liabilities

At the commencement date of the lease, the Group recognises lease liabilities measured at the present value of lease payments to be made
over the lease term. The lease payments include fixed payments (including in-substance fixed payments) less any lease incentives receivable,
variable lease payments that depend on an index or a rate, and amounts expected to be paid under residual value guarantees. The lease
payments also include the exercise price of a purchase option reasonably certain to be exercised by the Group and payments of penalties for
terminating the lease, if the lease term reflects the Group exercising the option to terminate. Variable lease payments that do not depend on an
index or a rate are recognised as expenses (unless they are incurred to produce inventories) in the period in which the event or condition that
triggers the payment occurs.
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In calculating the present value of lease payments, the Group uses its incremental borrowing rate at the lease commencement date because the
interest rate implicit in the lease is not readily determinable. After the commencement date, the amount of lease liabilities is increased to reflect
the accretion of interest and reduced for the lease payments made. In addition, the carrying amount of lease liabilities is remeasured if there is a
modification, a change in the lease term, a change in the lease payments (e.g., changes to future payments resulting from a change in an index
or rate used to determine such lease payments) or a change in the assessment of an option to purchase the underlying asset.

iii) Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption to its short-term leases of residential housing for migrants (i.e., those leases that
have a lease term of 12 months or less from the commencement date and do not contain a purchase option). It also applies the lease of low-
value assets recognition exemption to leases of office equipment that are considered to be low value. Lease payments on short-term leases and
leases of low-value assets are recognised as expense on a straight-line basis over the lease term.

Key judgments: Lease term

The Group has several lease contracts that include extension options. The Group applies judgement in evaluating whether it is reasonably
certain whether or not to exercise the option to renew the lease. That is, it considers all relevant factors that create an economic incentive for
it to exercise the renewal. After the commencement date, the Group reassesses the lease term if there is a significant event or change in
circumstances that is within its control and affects its ability to exercise or not to exercise the option to renew.

Key judgments: Incremental borrowing rate

The Group cannot readily determine the interest rate implicit in the lease, therefore, it uses its incremental borrowing rate ("IBR”") to measure
lease liabilities. The IBR is the rate of interest that the Group would have to pay to borrow over a similar term, and with a similar security, the
funds necessary to obtain an asset of a similar value to the right-of-use asset in a similar economic environment. The IBR therefore reflects
what the Group ‘would have to pay’, which requires estimation when no abservable rates are available or when they need to be adjusted to
reflect the terms and conditions of the lease. The Group estimates the IBR using observable inputs (such as market interest rates) when
available and is required to make certain Group-specific estimates.

Maturity analysis

Presented below is a maturity analysis of future lease payments:

2023 2022

$ $

Not later than 1 year 1,173,838 1,263,059
Later than 1 year and not later than 5 years 4,968,850 4,604,010
Later than 5 years 9,920,962 10,784,299
16,063,650 16,651,368

The amount of expense relating to short-term leases and leases of low-value assets recognised in profit or loss during the year ended 30 June
2023 was $179,429 (2022: $189,403).
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SECTION FIVE: CAPITAL STRUCTURE AND FINANCING

5.1 FINANCIAL ASSETS AT FAIR VALUE

5.2 INTEREST-BEARING LOANS AND

THROUGH PROFIT OR LOSS BORROWINGS

Consolidated 2023 2022 Consolidated 2023 2022
$ $ $ $

Opening balance at 1 July 32,606,285 34,454,688 Bank overdrafts 752,398 355,562
f:;:j“é“"ss) on measurementtofair 4 501143 (3.588,090) Secured interest-bearing loan 33,060,242 16,000,000
Investment income 1,556,632 1,739,687 Closing balance at 30 June 33,812,640 16,355,562
Closing balance at 30 June 35,764,030 32,606,285 Current 752,398 355,562
Non-current 33,060,242 16,000,000

Recognition and measurement

Financial assets at fair value through profit or loss include financial
assets held for trading and financial assets designated upon initial

recognition at fair value through profit or loss. Financial assets are

classified as held-for-trading if their acquisition is for the purpose of
selling or repurchasing in the near term.

Financial assets at fair value through profit or loss are initially
recognised and subsequently re-measured in the consolidated
statement of financial position at fair value.

Negative net changes in fair value are presented as finance costs
and positive net changes in fair value are presented as income in
profit or loss.
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The Group has a $28,550,000 (2022: $30,000,000) Cash Advance
facility agreement with the Commonwealth Bank of Australia. The
facility agreement was reduced by $1,450,000 in April 2023. The
interest rate on the facility agreement is equal to Bank Bill Swap Bid
Rate (“BBSY"), plus a margin of 1.0% and Line Fee of 0.5%. The
cash advance facility matures in March 2025. The undrawn amount
as at 30 June 2023 is $12,550,000.

Additionally, the Group has a $33,900,000 (2022: $Nil) Market Rate
Loan Facility agreement with the Commonwealth Bank of Australia.
This facility is to assist in financing the construction of a new
Residential Aged Care Facility in Maddington, WA (The Maddington
Development). The interest rate on the facility agreement is equal to
Bank Bill Swap Bid Rate (“BBSY"), plus a margin of 1.5 % and Line
Fee of 0.5%. The facility must be paid down below $24,500,000 by
August 2026. The undrawn amount as at 30 June 2023 is
$16,839,758.

The cash advance facility is secured by way of a registered first
mortgage held by the Commonwealth Bank of Australia over land
and buildings of Mercy Human Services Limited.

During the current and prior years, there were no defaults or
breaches against the secured interest-bearing loan.

Recognition and measurement

At initial recognition, interest-bearing loans are recognised at the
fair value of the consideration received less directly attributable
transaction costs. After initial recognition, interest-bearing loans are
subsequently measured at amortised cost using the effective
interest method. Gains and losses are recognised in profit or loss
when the liabilities are derecognised as well as through the
effective interest rate amortisation process.

Amortised cost is calculated by taking into account any discount or
premium on acquisition and fees or costs that are an integral part of
the effective interest rate. The effective interest rate amortisation is
included as a finance cost in profit or loss.

Fair value

The carrying amount of interest-bearing loans is materially the
same as their fair value.
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5.3 OTHER FINANCIAL LIABILITIES

Consolidated 2023 2022
$ $
Refundable accommodation deposits 54,823,474 59,160,933
Independent living unit entry contributions 77,819,162 71,213,452
Other client bonds 7,087 8,130
132,649,723 130,382,515

Refundable accommodation deposits

A refundable accommodation deposit (‘RAD") is a non-interest bearing deposit paid or payable to an approved provider by a resident for the
provision for accommodation in a residential aged care facility. Bond deposits may be reduced by an annual retention charged in accordance
with the Aged Care Act 1997. Prior to 1 July 2014, lump-sum refundable accommodation deposits were referred to as accommodation bonds.

RADs are initially recognised at fair value and subsequently measured at amortised cost using the effective interest rate method. Due to the
short-term nature of RADs, their carrying amount is assumed to approximate their fair value.

Prior to 1 July 2014, accommodation bonds were not payable by residents paying a high care accommodation payment. From 1 July 2014,
under the Living Longer Better reforms, residents may elect to pay a lump-sum refundable accommodation deposits, a daily accommodation
payment (‘DAP”) or a combination of both.

Accommodation bond balances are reduced by an annual retention fee charged in accordance with the Aged Care Act 1997. However, retention
fees are not applicable to refundable accommodation deposits recognised subsequent to 1 July 2014.

RAD refunds payable to a departing resident or their estate are guaranteed by the Federal Government. In addition, the Group is required to
have sufficient liquidity to ensure expected RAD refunds may be settled as and when they fall due in the following 12 months. The Group is also
required to implement and maintain a liquidity management strategy.

There is no unconditional right to defer the settlement of a RAD refund payable to the departing resident or their estate for more than 12 months;
therefore, RADs are recorded as current liabilities.

Independent living unit entry contributions

Entry contributions relate to independent living units (“ILUs") related to the Mercy Village retirement centre. ILUs contributions are non-interest
bearing and are recognised at fair value through profit or loss, with resulting fair value adjustments recognised in profit or loss. The fair value is
the amount payable on demand and is measured as the market value of the occupied ILU, less deferred management fees accrued to balance
date.

Entry contributions presented on the face of the consolidated statement of financial position are inclusive of the residents’ share of increases or
decreases in the market value of the ILU to balance date and net of accrued deferred management fees owed by the residents. Deferred
management fees are deducted against the entry confribution on repayment following the residents’ departure. Entry contributions are settled
after a resident vacates the property and on the terms and conditions governed by the Retirement Village Act 1992.

The composition of independent living unit entry contributions is as follows:

Consolidated 2023 2022
$ $
Gross independent living unit entry conditions 88,310,000 82,066,625
Deferred management fee receivable (10,490,839) (10,853,174)
77,819,161 71,213,451

Refer to Note 3.2 “Investment properties” for commentary on the movement in the fair value of the Mercy Village retirement centre.
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SECTION FIVE: CAPITAL STRUCTURE AND FINANCING

5.4 COMMITMENTS

2023 2022
$ $
Capital expenditure commitments
Contractual commitments for construction activities:
Within one year 9,448,239 16,840,556
After one year but more than five years - 10,528,103
9,448,239 27,368,659
Operating lease expenditure commitments
Minimum lease repayments:
Within one year 158,912 64,310
After one year but more than five years 37,578 -
196,490 64,310
Total commitments 9,644,729 27,432,969

5.5 CONTINGENCIES

Contingent liabilities relate to actual or potential claims of the Group that have arisen in the ordinary course of business, the outcome of which
cannot be foreseen at present and for which no amounts are provided for in the consolidated statement of financial position. In addition to the
contingencies, Bank Guarantees relating to restricted cash are held as per note 4.1 Cash and Cash Equivalents.

Contingencies include:
Claims for medical malpractice

In addition to claims already provided for as described in Note 4.5, the Group is exposed to the risk of additional claims for medical malpractice
attributed to the operations of Mercy Hospital Mount Lawley Inc. prior to its disposal in May 2014. It is not possible to quantify the amounts
involved.

Acquisition of grant-funded assets

Under the terms of Commonwealth capital grants provided to the Group, the Commonwealth is entitled to a refund or share in the proceeds
arising from the sale of a grant-funded asset. It is not possible to quantify the amounts involved.

Contingent consideration

As part of the acquisition of the Belrose Care business, contingent consideration was agreed. The valuation of the cash payments payable to
the ACK Proprietary Limited ("ACK") was contingent on the growth in refundable accommodation deposits across the two-year period ended 27
September 2018 as follows:

(@)  No additional cash payments was payable where the growth in refundable accommodation deposits is less than $2,000,000; and

(b)  An additional cash payment equal to 50 per cent of the growth in refundable accommodation deposits greater than $2,000,000, capped at
a maximum amount payable of $6,000,000.

During the period, the Group has received ongoing assistance from its external legal counsel that it is not probable that the action will succeed.
The Group does not believe that the matter will be successful in a court of law and hence there has been no estimate made of potential costs or
damages.

5.6 CASH FLOW HEDGE RESERVE

Nature and purpose

The cashflow hedge reserve is used to record the portion of the gain or loss on a hedging instrument in a cash flow hedge that is determined to
be in an effective hedge relationship. During the current and prior period the Company did not hold any financial instruments that qualified for
hedge accounting.
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NOTES TO THE FINANCIAL STATEMENTS
SECTION SIX: OTHER ITEMS

6.1 MEMBERS OF THE GROUP

The consolidated financial statements of the Group include MercyCare Limited, the ultimate parent Group (‘the Parent”), and the following
controlling entities:

Name % Equity interest

2023 2022
Mercy Human Services Limited 100 100
Mercy Community Services Limited 100 100
Mercy Hospital Mount Lawley Limited 100 100

6.2 RELATED PARTY DISCLOSURES

(a) Subsidiaries

The consolidated financial statements includes the financial statements of MercyCare Limited and the controlling entities listed in Note 6.1 of the
financial statements.

(b) Ultimate parent

MercyCare Limited is the ultimate parent.

(c) Key management personnel

Key management personnel of the Group include the Board of Directors, the Chief Executive Officer and Executive Directors. For the year

ended 30 June 2023, $2.043,544 (2022: $1,781,994) was recognised as an expense in respect of key management personnel remuneration.

6.3 AUDITOR'S REMUNERATION

The auditor of MercyCare Limited is Ernst & Young (EY) Australia.

2023 2022
$ $

Fees to Ernst & Young (Australia)
Audit of Financial Statements and Acquittal Statements 160,472 103.400
Other assurance services - 34,500

Fees to other auditors

Other assurance services 90,000 92,138
Other advisory services 42,643 -
293,115 230,038

6.4 EVENTS AFTER THE BALANCE SHEET DATE

No matters or circumstances have risen since the end of the reporting period which significantly affected, or may significantly affect, the
operations of the Group, the results of those operations, or the state of affairs of the Group in future financial years.

6.5 TREATMENT OF GST

Revenue, expenses and assets are recognised net of the amount of GST, except where the amount of GST incurred is not recoverable from the
Australian Taxation Office (“ATQ"), in which case the GST is recognised as part of the revenue or the expense item or as part of the cost of
acquisition of the asset, as applicable, or when receivables and payables are stated with the amount of GST included.

The net amount of GST recoverable from, or payable to, the ATO is included within other receivable in the statement of financial position.
Commitments and contingencies are disclosed net of the amount of GST recoverable from, or payable to, the ATO.

Cash flows are presented on a gross basis. The GST components of cash flows arising from investing or financing activities which are
recoverable from, or payable to, the ATO are presented as operating cash flows included in receipts from customers or payments to suppliers.
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6.6 NEW ACCOUNTING STANDARDS AND
INTERPRETATIONS FOR APPLICATION IN
CURRENT AND FUTURE PERIODS

Other Australian Accounting Standards (“AAS") and Interpretations
relevant to the Group that have recently been issued or amended but
are not yet effective, have not been adopted by the Group for the
period ended 30 June 2023 are outlined below: The Group does not
intend to early adopt any of these.

AASB 2021-6 Amendments to AASs - Disclosure of
Accounting Policies: Tier 2 and Other Australian Accounting
Standards - Effective for annual reporting periods beginning
on or after 1 January 2023

To be consistent with the amendments made by AASB 2021-2 to
accounting policy disclosures, the AASB amended specific
Australian Accounting Standards to improve the usefulness of
accounting policy disclosures:

+  AASB1049 Whole of Government and General
Government Sector Financial Reporting and AASB 1054
Australian Additional Disclosures were amended to refer
to material accounting policy information rather than
significant accounting policies

e AASB 1060 was similarly amended, highlighting that
information about the measurement bases for financial
instruments is expected to be material

MercyCare will apply this standard from 1 July 2023.

AASB 2021-2 Amendments to AASB 108 — Definition of
Accounting Estimates Effective for annual reporting periods
beginning on or after 1 January 2023

An accounting policy may require items in the financial statements
to be measured using information that is either directly observable
or estimated. Accounting estimates use inputs and measurement
techniques that require judgements and assumptions based on the
latest available, reliable information,

The amendments to AASB 108 clarify the definition of an
accounting estimate, making it easier to differentiate it from an
accounting policy. The distinction is necessary as their treatment
and disclosure requirements are different. Critically, a change in an
accounting estimate is applied prospectively whereas a change in
an accounting policy is generally applied retrospectively.

The new definition provides that ‘Accounting estimates are
monetary amounts in financial statements that are subject to
measurement uncertainty.” The amendments explain that a change
in an input or a measurement technique used to develop an
accounting estimate is considered a change in an accounting
estimate unless it is correcting a prior period error.

¢«  Forexample, a change in a valuation technique used to
measure the fair value of an investment property from
market approach to income approach would be treated as
a change in estimate rather than a change in accounting
policy.

»  Incontrast, a change in an underlying measurement
objective, such as changing the measurement basis of
investment property from cost to fair value, would be
treated as a change in accounting policy.

The amendments did not change the existing treatment for a
situation where it is difficult to distinguish a change in an accounting
policy from a change in an accounting estimate. In such a case, the
change is accounted for as a change in an accounting estimate.

The amendments are applied prospectively. Earlier application is
permitted.

MercyCare will apply this standard from 1 July 2023.
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AASB 2020-1 Amendments to AASs - Classification of
Liabilities as Current or Non-current - Effective for annual
reporting periods beginning on or after 1 January 2024

AASB 2022-6 Amendments to AASs — Non-current Liabilities
with Covenants

Effective for annual reporting periods beginning on or after 1
January 2023. A liability is classified as current if the entity has no
right at the end of the reporting period to defer settlement for at
least 12 months after the reporting period. The AASB issued AASB
2020-1 Amendments to AASs — Classification of Liabilities as
Current or Non-current to clarify the requirements for classifying
liabilities as current or noncurrent, specifically:

«  The amendments specify that the conditions which exist
at the end of the reporting period are those which will be
used to determine if a right to defer settlement of a
liability exists.

s  Management intention or expectation does not affect the
classification of liabilities.

® Incases where an instrument with a conversion option is
classified as a liability, the transfer of equity instruments
would constitute settlement of the liability for the purpose
of classifying it as current or non-current.

A consequence of the first amendment is that a liability would be
classified as current if its repayment conditions failed their test at
reporting date, despite those conditions only becoming effective in
the 12 months after the end of the reporting period.

In response to this possible outcome, in December 2022 the AASB
issued AASB 2022-6 Amendments to AASs - Non-current Liabilities
with Covenants:

s  Clarifying that only covenants with which an entity must
comply on or before the reporting date will affect a
liability's classification as current or non-current.

s  Adding presentation and disclosure requirements for non-
current liabilities subject to compliance with future
covenants within the next 12 months.

»  Clarifying specific situations in which an entity does not
have a right to defer settlement for at least 12 months
after the reporting date.

These amendments are applied retrospectively. Earlier application
is permitted. MercyCare will apply this standard from 1 July 2024.

AASB 2023-3 Amendments to Australian Accounting
Standards — Disclosure of Non-current Liabilities with
Covenants: Tier 2

Effective for annual reporting periods beginning on or after 1
January 2024 Consistent with the AASB 2020-1 and AASB 2022-6
amendments to Tier 1 reporting, as described on the previous page,
AASB 2023- 3 introduces changes to simplified disclosure (SDS)
requirements for classifying and disclosing borrowings with
convents. The amendments:

e Clarify that a liability is classified as noncurrent when the
entity can defer settlement for at least 12 months from the
reporting date

s Clarify how settlement by the issuance of equity
instruments may impact classification

¢  Require additional disclosures to explain the risk of these
borrowings becoming repayable within twelve months.

These amendments are consistent with those made by AASB 2020-
1 and AASB 2022-6 for Tier 1 reporting requirements, as described
on the previous page. These amendments are applied
retrospectively. Earlier application is permitted. MercyCare will
apply this standard from 1 July 2024,

AASB 2020-3 Amendment to AASB 9 — Fees in the “10 per cent’
Test for Derecognition of Financial Liabilities (Part of Annual
Improvements 2018-2020 Cycle) effective for annual reporting
periods beginning on or after 1 January 2022
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Under AASB 9 Financial Instruments, an existing financial liability
that has been modified or exchanged is considered extinguished
when the contractual terms of the new liability are substantially
different, as measured by the *10 per cent’ test. That is, when the
present value of the cash flows under the new terms, including any
fees paid or received, is at least 10 per cent different from the
present value of the remaining cash flows of the original financial
liability. The amendment to AASB 9 clarifies that fees included in
the 10 per cent test are limited to fees paid or received between the
borrower and the lender, including amounts paid or received by
either on the other's behalf. When assessing the significance of any
difference between the new and old contractual terms, only the
changes in contractual cash flows between the lender and borrower
are relevant. Consequently, fees incurred on the modification or

MercyCare Ltd Financial Statements

exchange of a financial liability paid to third parties are excluded
from the 10 per cent test. For example, valuation and legal fees
paid by the borrower to third-party consultants, will not be included
in the 10 per cent test. However, if the modification is not
determined to be an extinguishment, such costs would be
capitalised and subsequently amortised with a revision to the
effective interest rate. These amendments are applied
prospectively. Earlier application is permitted.
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Independent auditor’s report to the members of MercyCare Limited

Report on the financial report
Opinion

We have audited the financial report of MercyCare Limited (the Registered Entity) and its controlled
entities (collectively the Group), which comprises the consolidated statement of financial position as at
30 June 2023, the consolidated statement of profit or loss and other comprehensive income,
consolidated statement of changes in equity and consolidated statement of cash flows for the year
then ended, notes to the financial statements, including a summary of significant accounting policies,
and the directors’ declaration.

In our opinion, the accompanying financial report of the Group is in accordance with the Australian
Charities and Not-for-Profits Commission Act 2012, including:

a. Giving a true and fair view of the consolidated financial position of the Group as at 30 June 2023
and of its consolidated financial performance for the year ended on that date; and

b. Complying with Australian Accounting Standards - Simplified Disclosures and the Australian
Charities and Not-for-profits Commission Regulations 2022.

Basis for opinion

We conducted our audit in accordance with Australian Auditing Standards. Our responsibilities under
those standards are further described in the Auditor’s responsibilities for the audit of the financial
report section of our report. We are independent of the Group in accordance with the ethical
requirements of the Accounting Professional and Ethical Standards Board’s APES 110 Code of Ethics
for Professional Accountants (including Independence Standards) (the Code) that are relevant to our
audit of the financial report in Australia. We have also fulfilled our other ethical responsibilities in
accordance with the Code.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

Information other than the financial report and auditor’s report thereon

The directors are responsible for the other information. The other information is the directors’ report
accompanying the financial report.

Our opinion on the financial report does not cover the other information and accordingly we do not
express any form of assurance conclusion thereon.

In connection with our audit of the financial report, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
report or our knowledge obtained in the audit or otherwise appears to be materially misstated.
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If, based on the work we have performed, we conclude that there is a material misstatement of this
other information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of the directors for the financial report

The directors of the Group are responsible for the preparation of the financial report that gives a true
and fair view in accordance with Australian Accounting Standards - Simplified Disclosures and the
Australian Charities and Not-for-profits Commission Act 2012 and for such internal control as the
directors determine is necessary to enable the preparation of the financial report that gives a true and
fair view and is free from material misstatement, whether due to fraud or error.

In preparing the financial report, the directors are responsible for assessing the Group’s ability to
continue as a going concern, disclosing, as applicable, matters relating to going concern and using the
going concern basis of accounting unless the directors either intend to liquidate the Group or to cease
operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial report

Our objectives are to obtain reasonable assurance about whether the financial report as a whole is
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with the Australian Auditing Standards will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of this financial report.

As part of an audit in accordance with the Australian Auditing Standards, we exercise professional
judgment and maintain professional scepticism throughout the audit. We also:

» Identify and assess the risks of material misstatement of the financial report, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

» Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Group’s internal control.

» Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the directors.
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» Conclude on the appropriateness of the directors’ use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the Group’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in
our auditor’s report to the related disclosures in the financial report or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up
to the date of our auditor’s report. However, future events or conditions may cause the Group to
cease to continue as a going concern.

» Evaluate the overall presentation, structure and content of the financial report, including the
disclosures, and whether the financial report represents the underlying transactions and events
in a manner that achieves fair presentation.

We communicate with the directors regarding, among other matters, the planned scope and timing of
the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.

et ke founp

Ernst & Young
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J K Newton
Partner

Perth

5 October 2023
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