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From: Alice Casington

To: Champions Trophy Teams

CC: Patricia Prizemoney, Geraldine Greenback, Johnny Cash, Peter Profiteer
Subject: Ryman Healthcare Strategy Presentation

Good morning all,
New Zealand, Australia and the world are getting older and older!

Our client today is Ryman Healthcare (Ryman), a prominent retirement village operator
who are looking to meet the diverse needs of seniors and capitalise on the demographic
trends shaping the retirement living sector.

Since 2014, Ryman has been repeatedly named the Most Trusted Brand in the aged care
and retirement village category in New Zealand. Ryman earns this title through maintaining
the highest standards of care, and holding resident experience as a key priority. Ryman
continues to lead the sector in care quality with 8 5% of its New Zealand care centres
receiving the 4-year Ministry of Health certification (highest certification), the highest
amongst all of the large providers.

Moving into the Victorian market in 2011 saw Ryman enter a highly fragmented aged
care market. Since then, they have continued to grow in both Victoria and New Zealand.
What should their focus be for the next 5 years - focus on their current markets, or
continue to expand by pursuing more developments in Australia?

The challenging housing market has significantly affected Ryman’s sales, with booked new
sales/resales down 9.5% relative to March 2023." As a result, Ryman undertook a strategy
reset, focusing on cash flows and capital management. Looking to the future, the ageing

population and the rising demand caused by baby boomers indicates the potential for
higher levels of development. Will Ryman maintain financial resilience amid market
challenges and demographic shifts in the ageing population with their strategy
reset alone, or is there more they need to do? What other key factors should Ryman
consider when planning for the future?

The senior executive team and board invite you to give a presentation of no more than ten
minutes to hear what you believe the key issues facing Ryman are; what strategies you
propose they employ to take Ryman into their next stage of growth. Our team has attached
information, some of which you may find relevant.

Kind Regards,

Alice Casington
CTCC Consulting Group

1 Ryman Website

Photo by Caleb Shong on Unsplash




Company Overview

Background

In 1983, Kevin Hickman walked into a fire-damaged building to
investigate how a fire had started. The building was a rest home,
and Kevin didn’t like the standard of care he saw.

“There were four people to a room, with shared toilets down a
corridor. The people running the rest home were nice and did

a good job in as much as they were expected to. But to me, the
standard was so poor, and preserving the dignity of the residents
didn’t appear to be a priority. However, that’s how care was in
those days.”

That experience got Kevin thinking about what the standard
should be. “I thought, what would | want for Mum? I'd want a
private room, for a start.” Along with his business partner John
Ryder, the pair started a business that would improve the way
older people lived and how they were cared for. It was a business
they could feel good about and believe in completely. And with
that, Ryman - formed by combining Ryder and Hickman - was
born.!

After three decades, Ryman Healthcare has grown to become

a leader in the development and management of integrated
retirement villages for the elderly. Following their success

in providing retirement living and care in retirement village
communities across New Zealand, Ryman made the leap over to
Melbourne in 2011, and has continued to grow the business in
both Australia and New Zealand.

Ryman currently employs approximately 6,700 staff to look
after over 13,000 residents across its 48 villages. The company
operates a continuum care model, with its integrated villages
offering independent and assisted living alongside its rest home,
hospital and dementia aged-care beds.?

History - Key Highlights

- 1984 - Ryman Healthcare founded by John Ryder and Kevin
Hickman

- 1996 - Opened first village offering continuum of care -
Rowena Jackson Village in Invercargill

- 1999 - Listed on NZX, raising $25 million, market capitalisation
$135 million, 1,600 shareholders

- 2007 - Doubled target growth rate to 300 retirement village
units and 100 rest home/hospital beds

- 2011 - Acquired first site in Australia at Wheelers Hill,
Melbourne?

1 Ryman Website
2 IBISWorld Report
3 Ryman Website
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Ryman Retirement Villages Overview

The Ryman recipe was to buy the right site in a well-established
suburb, use working capital to build the first stage of the village,
sell that, and use the capital to fund the next stage. They'd then
build a care wing and operate the village using home-grown staff
trained in Ryman systems.*

Currently, Ryman has 48 villages across New Zealand and
Australia. The following tables and graphs show breakdown of
village locations and living options:

Strategy Reset

Ryman undertook a $902 million capital raise through a 1 for
9.81 accelerated pro rata entitlement offer of new ordinary
shares, with trading of retail entitlements on the NZX.*> New
developments are debt funded, and therefore the first time a
retirement village unit is sold, the capital is used to repay the debt
taken to build the village. As such, debt capacity is something that
retirement villages must consider as it is a key constraint on future
unit delivery. The purpose of the raise was to pay down debt and
fund future developments, decreasing Ryman’s debt to equity
ratio from 45.3% down to 33.9%. This reflected a shift in focus
towards prioritising capital recycling and near-term cash flow.

“With a recapitalised balance sheet, a refreshed leadership team
and a newly focused approach to development, we believe we
are well placed to take advantage of the opportunities in our
business,” Umbers said.®

4 Ryman Guide

5 NZXAnnouncement

6 RNZNews Article

7 Ryman Annual Report 2023

Ryman are currently implementing a number of initiatives to
improve capital efficiency and performance as part of their new
growth model:

- Shifting to lower-density, townhouse-style villages that have an
improved cash flow profile

- Shifting their future development mix towards a higher ratio
of retirement-village units relative to aged-care beds, while
remaining true to delivering a continuum of care

- Diversifying their revenue streams through the introduction
and delivery of new services that complement current resident
offerings - exploring care suites and how Ryman can increase
the revenue they can from aged care.

- Reducing DMF phasing from 5 years to 4 years for
independent-living units in order to realise DMF revenues faster,
and commencing a trial of alternative DMF structures

- Improved cost management and operational efficiency’


https://www.rnz.co.nz/news/business/484271/ryman-healthcare-announces-902m-capital-raise

The following diagram shows where Ryman’s villages are located:'
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Demographic Information

Ageing Populations and
Retirement Village Uptake

New Zealand and Australia

New Zealand’ ageing population continues to increase, with
forecasts suggesting that people aged 65+ will reach one million
by 2028.% Similarly, Australia experiences a similar trend. The
ageing of Australia’s population as a result of sustained low
fertility, combined with increasing life expectancy is likely to
continue with the number of people aged 65 years and over also
projected to nearly double, from 3.8 million people in 2017 to
between 6.4 million and 6.7 million people in 2042.° Healthcare
technological advancements and increased life expectancies are
both contributing to the increasing ageing population. Increased
life expectancy means that most NZ and Australians will live to an
age where some form of assisted living is essential, therefore the
combination of the two factors are subsequently driving demand
for aged care beds.

The following survey shows which factors are most important
when deciding on on future living arrangements™

- Most seniors tip towards preferring an active retirement
lifestyle (62%) with only a few really aspiring to a more passive
approach (8%)

- Top 5 worries about future living arrangements
- Being able to live independently 55%
- Affordability of retirement villages 40%
- General financial pressures 40%
- Loneliness 24%
- Being a burden to my children 22%

- Top 5 key considerations you (would) make when deciding
where to settle down in your retirement

- Affordability 70%

- Access to health care and other needs 66%
- Proximity to amenities 59%

- Proximity to family 53%

- Proximity to friends/people to socialise with 44%

8  Stats NZ - see appendix for year breakdowns
9  Australian Bureau of Statistics

10 NZSENIORS Findings - March 2022

11 World Health Organisation

12 NZHerald

13 NZHerald

14 RNZNZHealth

15 RNZNZ Health

Globally

By 2030, 1 in 6 people in the world will be aged 60 years or

over. At this time the share of the population aged 60 years and
over will increase from 1 billion in 2020 to 1.4 billion. By 2050,
the world’s population of people aged 60 years and older will
double (2.1 billion). The number of persons aged 80 years or
older is expected to triple between 2020 and 2050 to reach 426
million.”

Baby boomers driving increase in
demand

The most important aspect of moving into a retirement village

is the ability to release equity to buy into a unit, which usually
means selling ownership of an existing property. Baby boomers,
having experienced a period of unprecedented economic
growth and prosperity in their working years, often possess
substantial financial resources, which include properties. This
financial stability enables them to actively seek out and invest in
retirement options that not only meet their basic needs but also
cater to their desire for an enriched and fulfilling lifestyle during
retirement. As a result, the retirement sector has witnessed a
surge in the development of upscale, amenity-rich communities
that offer a plethora of recreational, cultural, and wellness
activities. Larger wealth among the retiring population also
increases demand for high quality aged care and empowers
consumers to be more discerning.

Nursing Shortage

Widespread staff shortages and neglect in New Zealand’s aged
care sector have involved problems due to the shortage of
1200 nurses in the sector™. This has led to closures of beds and
impacted care outcomes for elderly individuals which has created
a “bed block” crisis in public hospitals forcing high-needs care
residents to move between rest homes or into public hospitals
when space is available®. Aged Care Association president
Simon Wallace highlights a shortfall of registered nurses in the
workforce, resulting in the closure of 500 hospital beds in the
past six months™. Furthermore, the Nurses Society attributes
the staffing shortage to less attractive pay rates and conditions
in the aged care sector, advocating for better employer support,
improved conditions, and changes in staff ratios®.


https://www.abs.gov.au/articles/population-aged-over-85-double-next-25-years
https://www.nzseniors.co.nz/documents/article-documents-new-zealand-seniors-the-retirement-living-report-2022-media-release.pdf
https://www.who.int/news-room/fact-sheets/detail/ageing-and-health
https://www.nzherald.co.nz/nz/aged-care-complaints-reveal-rest-home-staff-shortages-alleged-neglect/L4O6TXEUJVBFRIDJIME7XOIWNA/#:~:text=short%201200%20nurses.-,The%20aged%20care%20sector%20is%20short%201200%20nurses.,no%20hot%20water%20for%20showers
https://www.nzherald.co.nz/nz/aged-care-complaints-reveal-rest-home-staff-shortages-alleged-neglect/L4O6TXEUJVBFRIDJIME7XOIWNA/#:~:text=short%201200%20nurses.-,The%20aged%20care%20sector%20is%20short%201200%20nurses.,no%20hot%20water%20for%20showers
https://www.rnz.co.nz/news/national/466281/staffing-crisis-causing-aged-care-sector-to-collapse-provider-says
https://www.rnz.co.nz/news/national/466281/staffing-crisis-causing-aged-care-sector-to-collapse-provider-says

| ncrease iﬂ d eme I’]tia Retirement village operators can use interest rate hedging and

their staged delivery to their advantage to mitigate interest rate.

Nearly three per cent of all Aotearoa New Zealanders will have Lastly, construction material costs saw huge inflation due to
dementia by 2050, including over 10 per cent of our 65+ shocks in the materials supply chain. In 2022, the annual rate
population. This is a 240 per cent increase in dementia numbers of construction inflation peaked at 10.4%, but has now dipped
in the next 30 years. The current state of dementia support below the 10-year average at 2.4%.'" Predictions suggested
services are unable to cope with the rapidly growing numbers of that the pace of construction cost growth may remain subdued
New Zealanders who will develop dementia as they age. Dementia in 2024. Retirement village operators must consider the rate at
care is provided with inconsistent quality around the country, which they should build developments on their land bank given
stemming from inadequate funding. There is also a greater need the predictions on the costs of construction.
and demand for specialised dementia care. . o
Figure 1:
The effects interests :
rates have on the housing
market and development \
Costs ) e .
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The housing market took a downturn since 2021 "3 e
due rising home-loan interest rates and a slowing = g " e L

economy at the time, with average house prices

having fallen a total of $138,000 (13%) from the

record highs set in late 2021. Auckland prices

were hit the hardest, falling $261,000 over the

same time."” Since then, a slow crawl to recovery =
began, and estimates are showing that prices will

continue to rise. .
) ] ] ) Figure 2:*
Given that retirement villages operate in property development,

movements in the housing market have huge implications

on retirement unit sales. Fluctuations in property values and

overall market conditions can directly affect the sale prices of
retirement units, and therefore the ability to attract residents el |
and maintain high occupancy rates is closely tied to the overall |
health of the real estate market. In a strong market, seniors ——
may be more inclined to sell their existing homes and move into |
retirement villages. In a weaker market, they may delay such i
decisions. On the flip side, residents who do want to move in Lo~ i '.___. !
delay their decision because they have difficulty in selling their
house to unlock the equity required to pay for a retirement unit. i

Mo Lmee= d DL e b B e e

The housing market will also affect retirement village operators’ =
decisions for their development pipeline. Retirement village
operators continuously add to their land bank portfolio, and

land procurement is a significant aspect of their cashflows. Aside
from strategic considerations, land acquisition and construction
loans costs hugely depend on interest rates. As interest rates
rise, debt becomes more expensive, therefore translating to
higher land purchasing and construction costs for the developer.
The recent rise in interest rates make development costs much
higher, and combined with a weak house price index, reduces the
attractiveness of large developments and capex as it increases
the risk of developments being unprofitable from unit sales alone
and increases the importance on deferred management fees.

16 Dementia Economic Impact Report 2020

17 NZHerald, Bloomberg

18 Cordell Construction Cost Index Quarter 4 Report

19 Cordell Construction Cost Index Quarter 4 Report. Note: CCCl is calculated based on 200m2 concrete slab, brick veneer, concrete tile roof house

20 Reserve Bank of New Zealand Monetary Policy Statement November 2023. Notes: MPS is defined as the Marginal Propensity to Save. OCR is defined as the Official Cash Rate, and is set by the
Reserve Bank of New Zealand. The OCR sets the interest rates on the deposits and loans that registered banks have with us, and therefore changes in the OCR will have correlating flow-on effects
to interest rates.



https://cdn.alzheimers.org.nz/wp-content/uploads/2021/09/Dementia-Economic-Impact-Report-2020.pdf
https://www.nzherald.co.nz/nz/new-zealand-and-auckland-house-prices-analyst-corelogic-says-downturn-is-officially-over/HDDXRPITOFC4XGDFDG627DMMZM/
https://www.bloomberg.com/news/articles/2023-07-04/new-zealand-house-prices-fall-further-denting-rebound-optimism

Industry Information

Options in Retirement Villages
and Aged Care

There are a wide range of living options in retirement units, and
pricing varies depending on the home you choose to occupy, the
suburb where the village is located, and the amenities it offers.

Independent living/Owner occupier:

As the term suggests, independent living refers to any type of
home within a retirement village where you can live completely
independently. Residents may request certain in-home support
services if they wish, but these are optional extras and are

not apart of the accommodation package. The benefits of
independent living include being able to live life your way - opting
for as much or aws little socialisation as you wish. You are also
able to choose from a variety of home sizes and layouts, including
villas, townhouses and apartments. Independent is typically
targeted at residents aged 70+, and the average length of stay in
a fully independent unit is usually around eight years. Choosing
an independent living unit allows you to stay in close proximity to
on-site facilities and become involved in a community where you
can socialise, as opposed to living in your own home without a
community of residents/activities. Additionally, these homes are
commonly fitted with emergency call buttons, meaning access to
care is much faster and easier.

Assisted living:

Assisted living units include in-home support such as meal
preparation, housekeeping nad personal care. Most assisted living
homes are apartments, but some villages offer assisted living in
other types of accommodation. This option gives more day-to-
day support, while still allowing flexibility in living arrangements.
Your home is still your own and you can still enjoy privacy when
you need it.

Care homes:

Care homes provide accommodation and care for individuals

who have been assessed as unable to live independently and
require assistance with daily activities and specific health or
personal care needs. Commonly known as rest homes, care is
provided at four different levels - rest home, hospital, dementia
and psychogeriatric. Most people (84 per cent) receive either rest
home or hospital care. Those who qualify for rest home care have
fewer complex needs and don’t require such intensive support.
Those in hospital, dementia or psychogeriatric care have more
complex needs and require a higher level of support.

As such, hospital and dementia care is the most limiting in terms
of lifestyle freedom, and there is often restricted movement for
dementia patients. Regulated by the Ministry of Health, care
homes in New Zealand must adhere to specific standards and

21 Tewhatu Ora Health New Zealand
22 New Zealand Hearld

guidelines to ensure the provision of high-quality care. These
facilities have trained staff members, including healthcare
professionals such as registered nurses, caregivers, and support
workers, who cater to the individual needs of residents.

Home care alternative:

For those who do not want to part with their property, home care
is an alternative to buying into a retirement village living option,
while still having access to necessary care.

The Health Authority further provides incentives towards carers
which can be family members or an external carer by allowing
them to be paid for taking care of those that require support.
As early as the age of 16, with the ability to attend and conduct
support, carers have greater incentivise to provide home care
alternatives?. Particularly helpful for Furthermore, the increase
in closure of rest homes in multiple areas in New Zealand have
increased the popularity for home care alternatives.”

The Business Model for
Retirement Villages

The business model differs depending on the living option a
resident chooses.

The model of an independent living unit:

- Entry: Residents are typically required to pay a deposit and a
capital sum for an occupation right agreement (ORA). The most
common legal title under an ORA is a licence to occupy, which
gives you a contractual right to live in a specific home within a
village, but no legal ownership of the home itself or the land.

- Deferred management fee: Under a licence to occupy, it’s
common for the operator to retain between 20-30% of your
initial capital sum; this is usually referred to as a deferred
management fee. A good way to think of the deferred
management fee is that it covers the long-term costs of residing
at the village, such as maintenance of facilities and communal
areas, and the re-licencing and refurbishment of your property
after the licence ends. The deferred management fee typically
accrues between the first 2-5 years of residing at the village
and is deducted on the re-sale of your licence. The fee is
calculated as a percentage (typically between 20-30%) of the
initial capital sum and it accrues to the operator over a period
of time (usually 2-5 years).

- Weekly fees: While residents occupy the unit, the pay an
ongoing weekly fee

- Exit: When a resident exits (e.g. moves to care), the operator
will refurbish the unit and look to ‘resell’ the unit to a new
resident. When the unit is resold, the operator will refund
the entry payment less the DMF to the outgoing resident.



Effectively, the operator realises the DMF in cash at this point
in time. Given the unit will be resold a number of years after
the first resident entered, the entry payment for the resident
the unit is resold to is likely to have increased (unit price
inflation). The capital gain or ‘resale margin’ is the difference
between the two entry payments and is effectively net cash
flow for the operator.

The business model for assisted living units:

- Assisted living units is similar to independent living, however
incorporates an extra ‘service package’ to cater for the
assistance that the residence needs, and will be over and
above what is covered by weekly fees and the DMF. The average
length of stay for an assisted unit is typically around 4 years.

The key operating expenses associated with living units are staff,
repairs and maintenance and costs for amenities.

The business model for aged care:

- Aged care and care homes involve the extra element of
providing a service to the resident, and is therefore a needs-
based product. Residents will purchase an aged care plan that
suits the type of treatment they need to receive.

- The average length of stay in care facility is usually around 2-3
years (longer for rest home level of care; shorter for hospital
level of care) which is much shorter than that of a resident in a
living unit.

- Care bed revenue is driven by occupancy as each occupied bed
attracts government funding. Patients who need more urgent
care attract higher rates of funding.

- Toimprove the revenue stream, operators often look to
‘premiumise’ their care offering, such as charging daily for Sky
TV, a larger room, refundable accommodation deposits or care
suites e.g. selling an occupation licence over a care room that
includes a DMF.%

The key costs for aged care are the staff, given that registered
nurses and healthcare assistants are needed in order to provide
care.

Continuum of care

“Continuum of care” is a significant aspect of retirement villages
as it means a resident can remain in the same village even if
their level of care requirements increase. Villages offering care
can cater to those residents who foresee varying levels of health
needs. Whilst the resale margin is the biggest driver of overall
operating performance, incoming residents don’t want to move
around to different units and would likely much prefer to be

in same unit for the entirety of their stay. Thus, being able to
offer certainty that they can receive the care they need, even if
it changes, throughout the extent of their residency is a critical
factor to the independent living value proposition. Ryman has the
highest proportion of these types of villages, at 89%.%*

Development Process

Development is an important growth driver, and because there is
a long lead time on the development of a village, sometimes more
than 10 years, the development pipeline is a critical component
of a retirement village operator’s future strategy. It begins with
land acquisition and then it takes time to obtain resource consent
- land must become ‘consented’ before a retirement village is
built on it. Construction of a village is typically then staged, and
typically includes a number of independent units and a care
facility.

Unlike a typical residential property developer, generating a
positive development margin on the first time sale of units is not
usually the key objective of development. This is because:

a. independent units typically price at a discount to residential
units;

b. care facilities make a significant capital loss; and

¢. unlike residential developers, retirement village operators
receive an ongoing resale margin and DMF. Recycling
the capital invested in a development (i.e. cash margin
breakeven) is usually a threshold target, with positive margin
from independent units subsidising the investment required
for a care facility

Construction cost inflation has been a significant headwind for
the industry recently which has led to a number of negative
margin projects. This is part of what led to Ryman’s capital raise.
Operators may choose to go ahead with a project even if it does
not recycle capital - ongoing capital gains/resale margin and DMF
are likely to support a positive NPV even if the upfront margin is
negative

23 Note: A refundable accommodation deposit is an upfront payment which is repaid in full upon vacation, and means you do not have to pay any weekly accommodation premium fees.

24 Ryman Website



Competitors

Ryman, Metlifecare, Summerset, Bupa,
Oceania, and Arvida - the “big six” are
significant players in the New Zealand
retirement village market. Between them
they hold an estimated 48% of villages
throughout the country and 65% of the
country’s units. Ryman has the largest
average village size at 197 units per

Bupa: Bupa purpose predicates its
business model on helping people “live
longer, healthier, happier lives and making
a better world”. Bupa supports local
communities by reinvesting in our villages
and care homes throughout New Zealand,
leveraging the benefit of having no
shareholders. The international network

Arvida: From hair salon services to
crocheting activities, Arvida provides a
wide range of choices for their customers
allowing them to “enjoy living their

life with a soul”. Arvida also provides
retirement villas and townhouses and
many more services.

village on average, with Summerset just Bupa holds further allows them to
behind at 162 units and Metlifecare with provide customers with global
143. medical expertise.

‘Big six’ percentage share of national total by unit

Oceania: The foundation of .
Oceania services are built

on creating genuine human
connections through human
care, helping to facilitate new
or old family relationships for
their customers. Oceania’s
focus on community allows for
their customers to maintain |
their family and friends as
they have a wide coverage
of villages all around New
Zealand.

Metlifecare: With more than 30 years

of business, Metlifecare offers trusted
services and a sense of belonging and
community for its customers. Metlifecare
prides itself on making its customers
feel as though their village is “just like
home” which is done through deeply
personalised care and support .

o

Summerset: Priding themselves with a
focus on providing their customers with
care, Summerset creates value by extra-
wide hallways, slip resistant floors and
much more. Summerset provides a wide
range of retirement options, involving
villages, serviced villages, independent
housing and cottages.

i i L
il

Land bank
units in NZ

Residents Unit Overview

Operator’

Number of Villages Geography

Metlifecare? 36 6900 residents | 4958 independent living homes 2900 New Zealand
468 assisted living units only
1019 care beds and suites
Summerset? 39 completed or 7,600+ 1161 care units 1379 care New Zealand and
under development | residents 5518 retirement units units, 5985 Australia
retirement
units
Bupa* 36 5000+ Undisclosed Undisclosed International
residents
Oceania® 44 existing + 4000 1887 retirement village units 2500+ New Zealand
planned 1396 care beds only
984 care suites
Arvida® 36 6750+ 1541 care beds 2239 New Zealand
residents 3301 apartments only
706 serviced apartments
2192 care suites
Ryman’ 48 14,200 4540 care beds 6000+ New Zealand and
residents 9356 retirement-village units Victoria

Operator Healthcare Website
Metlifecare Aged Care Website
Summerset Website
Bupa Care Services Website
Oceania Healthcare Website
Arvida Website
Ryman Healthcare Website

N o s wWwN



Financial Results

Helpful Metrics
- Average new sales and resale prices lifted to $905,000 and $714,000 respectively.

- Gross resale margins lifted strongly to 31.1 percent

6 Year Summary - From Annual Report
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10
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Selected Media Articles

Source: NZ Herald

Ryman Healthcare is selling or pausing work
on five sites

By Anne Gibson
A Moy, 2023 12:05 PM 4 mins Lo read

New Zealand's largest listed retirement company cited the “challenging” housing market in
declaring net profit down 4 per cent and downgrading its profit outlook but its boss
provided more details of the five sites up for sale or where it is “pausing™ work,

Ryman Healthcare's reported net profit after tax fell 4 per cent from $193 million a year ago
to $186.7m for the six months to September 30,

The company reported a 5139m underlying profit, up slightly on the $138m it made at this
time a year ago.

Total revenue rose from $274m to $322m.

Ryman has five sites where it has stopped work after it already began, or it is quitting the
land,

Chief executive Richard Umbers said Ryman was "pausing” development at Takapuna.

“At the moment, we've done ground works at the site. It's ready to build when we're ready,”
he said of the ex-fire station site at Lake Pupuke.

In Melbourne, the development of a new village at Ringwood East has also been paused:
“It's a reasonably dense development and we have other opportunities, We've only
basement work there which is below-ground construction. We haven’t commenced
construction.”

Expansion of the existing Murray Halberg village in Auckland’s Lynfield had also been
paused: “It's a very successful village. We build in a series of stages. We're pausing stages
five, six and seven which were to be mainly apartments.

“It's a very large, complete village but we have available land to carry on building and
that's still available but stages are being paused because we have better use for our capital
elsewhere. That money is now being used for some of the other 14 developments.”
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Land was being sold in Kchimarama after the company abandoned controversial 5150m
plans opposed by people in the area.

“That was quite an expensive site for us to develop because it's in a gully. It's also quite a
tight site so in terms of the return, it makes no sense for us to progress that site. It doesn't
meet our hurdles any more”,

Land at Newtown in Wellington was also for sale: “It's a very capital-intensive site,” Umbers
said.

The Auckland and Wellington land incurred high holding costs.

“We've held both these pieces of land for a considerable period of time. It was a land bank
when money was quite cheap. As interest rates rose, the holding costs for us became
significantly greater. We're holding less land and not holding sites that we could use
maoney from to do developments.”

The Newtown land was not ideal from a Ryman point of view which sought more open-
plan developments, away from intensive developments,

“We're not drastically slashing our build programme. The build rate has come down but
we're reallocating capital towards locations where we get a better return,” he said citing
sites in Christchurch, Cambridge and Melbourne.

These projects were more heavily skewed towards townhouse developments rather than
higher rise, he said.

But when house prices drop, people are more reluctant to sell and buy into a retirement
village, so Ryman felt the pinch during the last half-year.

It sold fewer places.

“The real estate market has been through a challenging period and the retirement sector
has not been immune from this. This was relative to a buoyant first half last year and has
resulted in booked sales of occupational rights agreements of 639, down 9.5 per cent on
the prior corresponding period,” the company said.

Umbers said the result was delivered during tough market conditions, including a subdued
housing market for the majority of the period.

“While our financial results are steady on the prior year, we continue to make progress on
resetting the business and executing the strategy which was communicated at the time of
the equity raise,” he said, referring to the $902m capital raise.

Village occupancy is up 2 per cent to 96 per cent and is back to pre-Covid levels.

MNet interest-bearing debt stands at $2.47b, up from $2.3b in March. Gearing of 32.6 per cent
sits within the company's medium-term target of 30-35 per cent.
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On the outlook, the company said underlying profit for the full year was now expected to
be in the range of 5300m-5330m, when it was previously forecast to be 5310m-5330m.

“This wider range reflects the ongoing levels of market uncertainty and dependency on
sales in the new year,” the company said.

Shareholders will get no interim dividend for the first half of the 2024 financial year.

Shares are trading down 16 per cent annually near $5.30, giving a market capitalisation of
$3.6b.

Anne Gibson has been the Herald's property editor for 23 years, has won many
awards, written books and covered property extensively here and overseas.
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Ryman Healthcare shareholder returns
‘unsatisfactory’, AGM hears

By Anne Gibian
£ 303 1120 AM 2 T mins to read

Sharehoiders in New Zealand’s largest listed retirement business heard how their
company's returns had been unsatisfactory lately but also how the business was working
hard to recover people’s faith,

Claire Higgins, Ryman Healthcare interim chairperson, opened today's AGM by saying
shareholder returns were unsatisfactory, She cited the company's 5902 m equity raise and
suspension of dividends, saying this had affected shareholders.

She said whether shareholders get dividends in the 2024 year was being considered.

“The board and management team are working closely together to reposition the business
for improved performance, both in the near and longer term. Importantly, we have
continued to deliver great care to our residents and build trust in our brand. And we
continue to be true to our purpose,

“Having said that, we recognise that our shareholder returns have been unsatisfactory. In
addition, the equity raise earlier this year, and the suspension of dividends, were
significant decisions that have impacted shareholders. We recognise this and are working
hard to rebuild your faith,” she said.

Covid and its effects on costs, supply and [abour constraints and particularly construction
cost inflation, together with the effects of interest rate rises and a fiat real estate market
tested this resilience. Ultimately the best decision for the business was to raise equity in
February of this year, she said.

Richard Umbers, group chief executive, said three areas being focussed on were lower-
density townhouse-style developments, reducing the number of hospital beds in new
developments and more premium care offerings.

“We are looking closely at how we measure our success. Underlying profit has been too
prominent in driving some of our decisions,” Umbers said.
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Chief financial officer David Bennett had been appointed chief strategy officer but
remained CFO while a replacement was found. A new appointment will be announced on
the CFO position soon, Umbers said.

Severe weather events, a sub-economic environment and the tail of Covid all impacted
Ryman, Umbers said.

In 2023, the company had invested more than 51b in its portfolio and he forecast positive
free cash flow by 2025,

He sounded more cautious than in previous years, saying the business would continue to
evaluate all sites before construction started. The capital raise had enabled the repayment
of debt and allowed the company to focus on its strategy, Umbers said.

Asked during question time about debt levels and cash flow, Higgins said developments
took a long time to complete and the company had seen debt rising but not foreseen the
impacts of Covid and its effects. Complexities of some sites meant costs to build were more
than expected "so it was a fine balance between our promise to the residents and the cost
we saw'. The company “would have gone harder” and halted some builds if it could have,
she said, “We did see it but didn’t react as fast in hindsight as | wish we did.”

Asked about challenges the company faced, Higgins cited economic uncertainty and the
possibility of further interest rate rises. The real estate industry remained uncertain,
despite some signs of recovery in Victoria. Construction costs had started to “come off”,
she said,

In response to a shareholder’s question, Higgins said the business was committed to
improving its disclosure regime and “there were improvements to make”. A second
shareholder asked why it had taken so long to resolve disclosure issues.

Higgins said she would finish as interim chair on Monday when Dean Hamilton would take
over. He is the chairman of Fulton Hogan and is on Auckland International Airport and The
Warehouse Group boards.

“It's been a pretty busy year with the capital raise and we're been talking about doing
further work on disclosures, Rather than picking off one or two disclosure issues, we've
been collecting disclosures people would like to see us do differently and we're on a
joumey in that regard,” Higgins said.

Shareholders could have trust in the level of disclosure made, given that auditors signed
off accounts.

On when the dividends would be reconsidered, Higgins said an update would come in
Movember with the interim result.

Asked about the cost of construction, director Anthony Leighs said he didn't have specific
numbers to compare costs with state agency Kainga Ora, but construction spending was
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controlled by pood systems operated by the business.

On a question about rising interest rates, Umbers noted differences between here and
Australia. A regional leadership structure adopted by Ryman split control “specifically to
be able to respend to market conditions”.

Asked about more solar panels in villages, Umbers said many already used solar energy. A
number of climate initiatives were planned “and we are very keen to progress in this
direction".

Asked why Ryman had not adequately prepared for the housing downturn, Higgins said
the business had embarked on a big growth plan in Australia and Auckland but some sites
were more complex than anticipated. " There was some tension around the balance sheet
and we were working on plans with management or remediate that." But Covid and
construction costs and mortgage interest rate rises hit, "we didn't get ahead of that as
quickly as we hoped but on the go-forward, we’re adopting a far more conservative
position to the balance sheet,” she said,

On a question about the US private placement debt, Higgins acknowledged that had been
a very expensive move for the business. Circumstances “required us to unwind that debt”,
she said. Decisions on debt were taken by the board, not a single person, she emphasised.

The latest annual report out last month said the business had 38 villages in New Zealand
and seven in Australia.

It employs 7200 people, accommodates 13,900 residents, has 4456 care or hospital beds,
9142 retirement village units, 14 sites where building work is under construction and a
further 11 sites Ryman can build on in the future from its land bank.

The company is shifting to lower-density development. That means more townhouse-style
villages than higher rise, it said.

“Despite uncertainty in the wider residential property market, particularly in Auckland in
the latter half of the year, we saw continued healthy demand for what we offer. Booked
sales of occupation-right agreements were stable at 1519 sales in FY23, broadly in line with
FY22," Ryman's annual report said,

By March this year, Ryman only had 2.1 per cent of total units available for re-sale.

“At year-end, there were 14 villages under construction, a reduction of two on the prior
year. Progress has been made on a number of village main buildings that were delayed due
to Covid-19. We invested 51.04 billion in portfolio development and finished the year with
net operating cash Hows of 5650.8 million,” the company said.

A site in Taupd was added to the land bank but Ryman sold its Mt Martha site in Victoria
with settlement due later in 2023. It is also selling a Newton site in Wellington.
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“Significantly, we received planning approvals for four sites in FY23: Karori and Rolleston in
New Zealand and Mulgrave and Mt Eliza in Victoria.”

On its 2024 financial year, the company said guidance remained in line with that given in
its equity raise outlook statement.

Underlying profit for the 2024 year is expected to be in the range of 5310m to 5330m.

“Our portfolio is expected to grow by 750 to 800 retirement village units and aged-care
beds, with a similar proportion of care beds to FY23. Net investing cash flows are estimated
to be in the range of $800m to51b,” the report said.

The board has determined that no final dividend would be paid in the 2023 financial year,

Resumption of dividends in Fr24 will be considered depending on trading performance,
cash flow and market conditions, Ryman's annual report said.

Shares are trading on the NZX today at around $6.82, down 18 per cent annually, giving a
market cap of 54.6b.

Anne Gibson has been the Herald's property editor for 23 years, has won many
awards, written books and covered property extensively here and overseas.
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Commysnies Srect Talk

- Sureet Talk

Mac, UBS underwrite SNZ902m recap for Kiwi
Ryman Healthcare

Anthony Macdonald, Sarah Thompson and Kanika Sood
Feb 15, 2023 - 7 59am

New Zealand’s Ryman Healtheare is out with the biggest equity raising in the
region this vear - a SNZ902 million ($824) million recapitalisation to repay its US
private placement debt.

Investment banks Macquarie and UBS have
underwritten the retirement living group’s
deal. which was structured as a one-for-2.81
pro rata entitlement offer at a 17,1 per cent
discount 1 TERP.

The deal was at 3NZ5a share.

The term sheet said all proceeds (net of costs)
would be used to reset Ryman's capital

Sireel Talk Rob Hooer

structure to ensure it has sufficient funds to
fuel its growth pipeline and repay all of its
LSPP notes.

Gearing would drop from 45.3 per cent to 33.9 per cent, it said.
The brokers were calling for institutional acceptances by Thursday.

The recap wasn't a surprise, according to Forsyth Barr analysts, who said it was a
comprehensive re-set of the capital structure.

"We believe that this raise and the associated commentary is hitting on all the key
markers; fixing the balance sheet, removing the USPP debt (the most “at risk” part
of the capital structure), and, most importantly, targeting being FCF positive by
2025, the most important announcement in the release.” the analvsts told clients
on Wednesday morning,
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“Becoming FCF positive docs not come without some painful decisions, including
pausing/slowing six villages in Auckland and Christchurch, sharply pivoting away
from high rise development and with it a relatively sharp slowdown in deliveries
over FY24/FY 20"

Anthony Macdonald is a Chanticleer columnist. He is a former Street Talk co-editor and has
18 vears' expericnce as a business journalist and worked at PwC, auditing and advising financial
sorvices companics. Connect with Antheny on Twitter. Eneil Anthony at a.macdoneld@afrcom

Sarah Thompson has co-edited Strect Talk since 2008, specialising in private oquity,
Investment banking, MEA and eguity capital markets storics. Prior to that, shc spent 10 years
in Lossdom as a markets and MEA reporter ot Bloomberg and Dow Jones. Ermail Sarsh ar

sarah.hompseniaff.oom

Kanika Sood iz a journalist based in Sydeey whe writes For the Street Talk column, Eveeil
Kanika af kanikesood@afreom.an

bt eewrn ale oot Ll muse- abacerddrariie - me recap-for- k- rgman-healibe e 300 ER LS plckle

E2



Source: Ryman Website -

Ryman reports a steady result for six months to 30 September 2023
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Investor news

RYMAN REPORTS A STEADY
RESULT FOR SIXMONTHS TO
30 SEPTEMBER 2023

Fesfridbmck

Written by Ryman Healthears
on Becember 04, 2023

MEDIA RELEASE, 29 November, 2023
Key financials:

¥ Unaudited reported (IFRS) profit of $186.7 million, down 3.8% on the same perigs
year
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» MNegative free cash flow of $158.4 million, an improvement of $138.5 millicn on the
same period last year

» Unaudited underlying profit of $138.2 million, up 0.3% on the same period last year
» Dperating EBITDA of $146.3 million, up 7.8% on the same period [ast year
¥ Total assets up 4.6% to $13.09 billion

> Net interest-bearing debt of $£2.47 billion - gearing of 33.6% within medium-term
target of 30-35%

¥ Mo interimn dividend declared

Ryman Healthcare (Ryman) has reported IFRS profit of $186.7 million,

which includes fair value movements of investment properties, down 3.8%

on the same period last year. Underlying profit of $139.2 million was up
0.3%, driven by solid growth in operating EBITDA, offset by lower new
sales at sites under development.

The real estate market has been through a challenging period and the
retirement sector has not been immune from this. This was relative to a
buoyant first half last year and has resulted in booked sales of
occupational rights agreemants (QORAs) of 699, down 2.5% on the prior
corresponding period.

Ryman continues to make progress on the strategy reset outlined at the
equity raise. Reflecting an increased focus on cash flow and capital
management, free cash flow improved by $138.5 million from -$296.9
million in 1TH23 to -%$158.4 million in 1H24. This was driven by improved
cash flows from existing operations and a reduction in the net spend on

development activity.

Cash receipts from residents were up a pleasing 21.6% to $868.9 million
driven by strong settled sales of ORAs off the back of move-in activity

Fadback

during the half. This was a key driver of the improvement in free cash flow

from existing operations and a reduction in receivables.
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Ryman Group Chief Executive Officer, Richard Umbers said, “This result
has been delivered during a pericd of challenging market conditions
including a subdued housing market for the majority of the period. While
aur financial results are steady on the prior year, we continue to make
progress on resetting the business and executing the strategy which was
communicated at the time of the equity raise”

Development update

“Following the raise, Ryman is in a reset phase with our near-term focus
on matching our build programme to sales activity and reprioritising this
programme to improve cash flow from development activity,” said Mr

Umbers.

A significant level of development is underway with 14 sites in the
construction phase, including Mulgrave which recently commenced, .
Ryman opened three new villages in 1H24, welcoming its first residents 2
into Northwood (Christchurch), and Patrick Hogan (Cambridge) in New E
Zealand and Bert Newton (Highett) in Australia,

He added: “As part of the reprioritisation, Ringwood East, Takapuna and
future stages at Murray Halberg have been put on hold. in addition,
Kehimarama and Newtown are being held for sale as they no longer meet

aur investment criteria.”

Ryman will continue to review its land bank in light of predicted market
conditions and with a focus on capital management. A portfolio increase
of 650-750 units and beds is anticipated for FY24, down on previous
guidance. The medium-term outlook for the build programme will be
reviewed at the full-year result,

Village operations

Occupancy within care centres has improved to 36%, up 2 percentage
peoints on the same period last year, and back to pre-COVID levels,

Ryman continues to lead the sector in care gquality with 85% of its New
Zealand care centres receiving the 4-year Ministry of Health certification
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(highest certification}, the highest amongst all of the large providers.
Ryman recently received first-time 3-year certification (highest
certification) for all of its Australian care centres audited by the Australian

Aged Care Quality and Safety Commission.

Ryman continues to innovate and improve its care services, with
significant growth across its homecare offering in Australia. Residents
receiving funded home care packages increased by 45% to 192 in the

period.
Capital management

Net interest-bearing debt at September 2023 was $2.47 billion, up from
$2.20 billion at March 2023. Gearing of 33.6% sits within the company's
medium-term target of 30-35%.

The refinance of Ryman’s banking facilities in September increased the E
average tenor across all debt facilities from 2.6 to 3.6 years and amended E
the ICR covenant. Ryman was compliant with all debt covenants at 20
September. Facility headroom, including cash, stood at $533.9 million at

September 2023,
Mo interim dividend has been declared for 1H24.

Chair Dean Hamilton commented, “The board has determined that it is in
the best interests of the company to suspend dividends as the business
goes through a reset; working to improve operating cash flows, completing
delayed capital-intensive main buildings, maintaining prudent financial
headroom and determining a cadence and financial envelope for future
build rates. The current intention is to undertake a review of the dividend
policy at FY26. Any future dividend policy is expected to be based on cash

flow™

“The financial focus of the board is to strengthen cash flow outcomes
from existing operations and deliver value-accretive new developments.
We remain positive about the longer-term demographic trends supporting
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the sector and believe Ryman is in a strong position to capitalise on the
opportunity that this presents.”

Board and management changes

Ryman continues to refresh leadership in both board and key
management roles. Rob Woodgate has now commenced in his role as
Group CFQ.

“As previously announced, we are delighted that Kate Munnings has joined
the board. Kate brings extensive commercial healthcare experience from
her senior roles at Virtus and Ramsay as well as construction and property
management experience from prior roles. With two directors retiring in
calendar year 2024, we are underway with determining the right mix of
skills and experiences that will contribute to the future of Ryman.
Including the recent addition of James Miller and myself, there will have
been significant board renewal over a 2-year period,” Mr Hamilton said.

Fredback

Qutlook

FY24 underlying profit is expected to be in the range of $300-%330 million
{previously $310-%330 million). This wider range reflects the ongoing levels

of market uncertainty and dependency on sales in the new year.
Fourteen villages in the construction phase
New Zealand (9)

Lynfield, Auckland (Murray Halberg) [future stages paused]
Devonport, Auckland (William Sanders)

Henderson, Auckland (Miriam Caorban)

Havelock North, Hawkes Bay (James Wattie)

Hobsonville, Auckland {Keith Park)

Riccarton Park, Christchurch (Kevin Hickman)

Cambridge, Waikato (Patrick Hogan)

Morthwood, Christchurch

Takapuna, Auckland [paused]
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Australia (5)

Brandon Park, Melbourne (Nellie Melba)
Ocean Grove, Victoria (Deborah Cheetham)
Highett, Melbourne (Bert Newton)
Ringwood East, Melbourne [paused]
Mulgrave, Melbourne

Nine sites in the land bank
New Zealand (5)

Park Terrace, Christchurch
Karori, Wellington

Karaka, Auckland
Rolleston, Canterbury
Taupd, Waikato

Australia (4)

Mt Eliza, Victoria
Essendon, Melbourne
Coburg North, Melbourne
Kealba, Melbourne

About Ryman: Ryman Healthcare was founded in Christchurch in 1384 and
owns and operates 48 retirement villages in New Zealand and Australia.
Ryman villages are home to 14,200 residents, and the company employs
7,600 staff,

Contacts: For investor relations information contact Hayden Strickett,
Head of Investor Relations, on 027 303 1132 (+64 27 303 1132) ar email

rayden.strickett@rymanhealthcare.com.

For media information or images contact Silke Marsh, Group Corporate
Affairs Manager, on 027 2924 3609 (+64 27 294 3609) or email

it weveee ryrassbeallcan: oo bA SR Vedor-ariorpran- nrpreth-d - el v esali-Tee - i mamthi- e 30 aplernher - 5121

Fredback

& i



Appendices

Key Management Personnel®

THE SENIOR EXECUTIVE TEAM

25 Company Website.
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Ageing Population Statistics®

June year 65+ 85+

2014 648500 77600
2015 670200 79800
2016 692000 82400
2017 713800 84100
2018 734900 85000
2019 759800 86500
2020 791900 88400
2021 817500 91000
2022 842100 93500
2023 868700 96100
2024 897300 99300
2025 926200 103800
2026 957000 109500
2027 988700 115100
2028 1020200 118100
2029 1049900 123100
2030 1077100 128600
2031 1102400 134900
2032 1127300 144700
2033 1152500 154000
2034 1178000 162100

26 Stats NZ
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Growth of retirement villages over the last five years®®

YiEar

2018

20159

2020

2021

2022

S-year
average

28 JLL

Villages

14

Lnits

Number

41,009
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4T 245
48736

20,791

49



50

Development Pipeline®
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FY24 build rate outlook has come down to 650-750 (from 750 - 800) largely reflecting slippage of some build programmes.*
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Example of DMF + Resale Process™

Resident 1 pays an initial capital sum of $800,000 NZD for a licence to occupy and the
operator of the village had a DMF of 20% accruing at 4% for each year over 5 years.

Year 1 = 4% deduction = 4% x $800,000 = $32,000
Year 2 = 8% deduction = 8% x $800,000 = $64,000
Year 3 = 12% deduction = 12% x $800,000 = $96,000
Year 4 = 16% deduction = 16% x $800,000 = $128,000
Year 5 = 20% deduction = 20% x $800,000 = $160,000

After year 5: Resident 1 has now reached the maximum DMF of 20%. Regardless of
whether resident 1 leaves after 5, 10 or 15 years, the DMF won’t excess $160,000

When resident 1 leaves, the operator refurbishes the unit and looks to resell the unit.
Let’s say resident 2 is interested and pays $1,000,000 for the unit. Resident 1 is now
paid $640,000, which is their initial capital sum minus their DMF. At this point, the
operator can realise the DMF. The difference between resident 1’s and resident 2’s initial
capital sums, which in this case is $200,000 is the capital gain for the retirement village
operator representing another cash flow for the retirement village operator.

31 Village Guide NZ
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