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City of Mount Gambier 6 September 2021
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6.2 SALE OF LAND FOR NON-PAYMENT OF RATES - REPORT NO. AR21/53732

CONSIDERATION FOR EXCLUSION OF THE PUBLIC

Pursuant to section 90(2) of the Local Government Act 1999 the Economic and Environment
Committee orders that all members of the public, except Mayor L Martin, Councillors C Greco, K
Amoroso, M Bruins, B Hood, P Jenner, S Mezinec, F Morello and S Perryman and Council Officers
S Philpott, B Cernovksis, D Barber, T Coote, G Davison and A Lavia from attendance at the
meeting for the receipt, discussion and consideration in confidence of Agenda Iltem 6.2
AR21/53732 Sale of Land for Non-Payment of Rates.

The Economic and Environment Committee is satisfied that, pursuant to section 90(3) (a) of the
Act, the information to be received, discussed or considered in relation to the Agenda Item is:

. information the disclosure of which would involve the unreasonable disclosure of
information concerning the personal affairs of any person (living or dead)

The Economic and Environment Committee is satisfied that the principle that the meeting be
conducted in a place open to the public has been outweighed in the circumstances because
information the disclosure of which would involve the unreasonable disclosure of information
concerning the personal affairs of any person (living or dead).
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City of Mount Gambier

6 September 2021

Economic and Environment Committee Meeting Confidential Agenda

6.2 SALE OF LAND FOR NON-PAYMENT OF RATES — REPORT NO. AR21/53732
Committee: Economic and Environment Committee
Meeting Date: 6 September 2021
Report No.: AR21/53732
CM9 Reference: AF19/331
Author: Jo Scheidl, Senior Revenue Officer
Authoriser: Darren Barber, General Manager Shared Services
Summary: Sale of Land for non-payment of rates — Notice of intention to sell
land for non-payment of rates
Strategic Plan Goal 1: Our People
Reference:

Goal 3: Our Diverse Economy
Goal 5: Our Commitment

The Committee is satisfied that, pursuant to Section 90(2) & (3) of the Local Government Act 1999,
the information to be received, discussed or considered in relation to this agenda item is:

(a) information the disclosure of which would involve the unreasonable disclosure of
information concerning the personal affairs of any person (living or dead).

REPORT RECOMMENDATION
1.

That Economic and Environment Committee Report No. AR21/53732 titled ‘Sale of Land for
Non-Payment of Rates’ as presented on 06 September 2021 be noted.

That the Chief Executive Officer be empowered to take whatever action is necessary to
dispose of the property situated at 1 Carthew Street, Mount Gambier described as Lot 160
FP194772 CT5532/268 for non-payment of rates and other charges due to Council, in
accordance with the provision of Chapter 10, Part 1, Division 9 of the Local Government Act,
1999.

Mayor and Chief Executive Officer be authorised to sign and affix the common seal to any
contract and transfer affecting the sale of the allotment being disposed of by Council, as
vendor, for non-payment of rates should such a sale be finally necessary.

The Chief Executive Officer be empowered to engage legal counsel or agent to act on
Council’s behalf in this matter.

Pursuant to the powers contained in Section 44 of the Local Government Act 1999, Council
hereby delegates to the Chief Executive Officer the power to determine the date, time and
place for the conduct of the public auction subject to compliance with Section 184 of the Act.
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TYPE OF REPORT
Legislative

BACKGROUND

Section 184 (1) of the Local Government Act, 1999 provides a power for Council to sell land if an
amount payable by way of rates in respect of land has been arrears for three years or more.

Every effort is made to ensure a ratepayer enters and adheres to an acceptable payment
arrangement. Phone contact, reminder letters, payment options/arrangements, legal action, letters
sent to all registered owners and interested parties are explored prior to the enactment of Councils’
rights are sanctioned under Section 184. The Sale of Land for non-payment of Rates is the ‘last
resort’ when rates have been outstanding for a period exceeding three years, all other means of
recovering the outstanding rates have been exhausted and no other effective means of collection of
rates from rate payers exists.

PROPOSAL

A property situated at 1 Carthew Street, Mount Gambier described as Lot 160 FP194772
CT5532/268 has an outstanding balance (rates, fines and interest and legal fees) of $4,923.40 as at
25" August, 2021

The rates have now become outstanding for a period exceeding three years and Council should
exercise its right pursuant to Chapter 10, part 1, Division 9 of the Local Government Act, 1999 to
seek to sell the land for non-payment of Council rates, fines, etc.

In terms of the disbursement of any funds as a result of the sale of the property, Section 184 (11) of
the Local Government Action 1999 provides:

“(11) Any money received by the council in respect of the sale of land under this section will be

applied as follows:

(a) Firstly - in paying the costs of the sale and any other costs incurred in proceeding under
this section;

(b) Secondly - in discharging any liabilities to the council in respect of the land;

(c) Thirdly - in discharging any liability to the Crown for rates, charges or taxes, or any
prescribed liability to the Crown in respect of the land;

(d) Fourthly - in discharging any liabilities secured by registered mortgages, encumbrances
or charges;

(e) Fifthly - in discharging any other mortgages, encumbrances and charges of which the
council has notice;

(f) Sixthly - in payment to the owner of the land.”

LEGAL IMPLICATIONS
Section 184 (1) of the Local Government Act.
STRATEGIC PLAN

Financial sustainability in local government, ensuring consideration is given to the financial effects
on future generations

COUNCIL POLICY
R105 Rating Policy
ECONOMIC IMPLICATIONS

Should outstanding debts not be collected in a timely manner economic pressures will have an
impact on Council’s budget and as a result will place pressure on all ratepayers.

ENVIRONMENTAL IMPLICATIONS
N/A
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SOCIAL IMPLICATIONS

Council’s major source of revenue is Rates, derived as a tax on land within the Council area. All
ratepayers receive benefits from paying rates, but those benefits are consumed in different quantities
and types over the life of the ratepayer

CULTURAL IMPLICATIONS

N/A

RESOURCE IMPLICATIONS

N/A

VALUE FOR MONEY

Rates constitutes a system of taxation for Local Government purposes
RISK IMPLICATIONS

Should debts not be collected in a timely manner economic pressures will have an impact on
Council’s budget and as a result will place pressure on all ratepayers.

EQUALITIES AND DIVERSITY IMPLICATIONS

N/A

ENGAGEMENT AND COMMUNICATION STRATEGY
N/A

IMPLEMENTATION STRATEGY

N/A

CONCLUSION AND RECOMMENDATION

Noting the outstanding rates and charges owed to Council in relation to the property situated at 1
Carthew Street, Mount Gambier now exceed the three years or more provided for under Section 184
(1) of the Local Government Act, it is recommended that Council approve proceeding to sale of the

property.

ATTACHMENTS
Nil
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CONSIDERATION FOR KEEPING ITEMS CONFIDENTIAL

1. In accordance with Sections 91(7) and 91(9) of the Local Government Act 1999 the Council
orders that the report 6.2 AR21/53732 Sale of Land for Non-Payment of Rates and its
attachments, the discussion and the resolution/s and minutes arising from the report, having
been considered by the Council in confidence under Section 90(2) & (3) (a) be kept
confidential and not available for public inspection until the latter of:- 12 months, or the matter
being settled.

2. Further that Council delegates the power to review, revoke, but not extend the confidential
order to the Chief Executive Officer in accordance with the provisions of Section 91(9)(c) of
the Local Government Act 1999.
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MINUTES OF ECONOMIC AND ENVIRONMENT COMMITTEE MEETING
HELD AT THE COUNCIL CHAMBER, CIVIC CENTRE, 10 WATSON TERRACE, MOUNT
GAMBIER
ON MONDAY, 6 SEPTEMBER 2021 AT 5.30 P.M.

PRESENT: Mayor Lynette Martin (OAM), Cr Christian Greco (Presiding Member), Cr Kate
Amoroso, Cr Max Bruins, Cr Paul Jenner, Cr Sonya Mezinec, Cr Frank Morello

OFFICERS IN Chief Executive Officer - Mrs S Philpott

ATTENDANCE: General Manager City Infrastructure - Ms B Cernovskis
General Manager Shared Services - Mr D Barber
General Manager City Growth - Mr T Coote
Acting General Manager Community Wellbeing = Mrs G Davison
Manager Governance and Property - Mr M McCarthy
Media and Communications Coordinator - Ms S McLean

Executive Administrator Community Wellbeing - Ms A Lavia
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5.2 SALE OF LAND FOR NON-PAYMENT OF RATES — REPORT NO. AR21/53732

COMMITTEE RESOLUTION

Moved: Cr Max Bruins
Seconded: Cr Sonya Mezinec

CONSIDERATION FOR EXCLUSION OF THE PUBLIC

Pursuant to section 90(2) of the Local Government Act 1999 the Economic and Environment
Committee orders that all members of the public, except Mayor L Martin, Councillors C Greco, K
Amoroso, M Bruins, B Hood, P Jenner, S Mezinec and F Morello and Council Officers S Philpott,
B Cernovskis, D Barber, T Coote, G Davison and A Lavia be excluded from attendance at the
meeting for the receipt, discussion and consideration in confidence. of Agenda Item 5.2
AR21/53732 Sale of Land for Non-Payment of Rates.

The Economic and Environment Committee is satisfied that, pursuant to section 90(3) (a) of the
Act, the information to be received, discussed or considered in‘relation to the Agenda ltem is:

. information the disclosure of which would involve. the unreasonable disclosure of
information concerning the personal affairs of any person (living or dead)

The Economic and Environment Committee is satisfied that the principle that the meeting be
conducted in a place open to the public has been outweighed in the circumstances because
information the disclosure of which would involve the unreasonable disclosure of information
concerning the personal affairs of any person (living.or dead).

CARRIED

COMMITTEE RESOLUTION

Moved: Cr Christian Greco
Seconded: Cr Sonya Mezinec

1.  That Economic and Environment Committee Report No. AR21/53732 titled ‘Sale of Land for
Non-Payment of Rates’ as presented on 06 September 2021 be noted.

2.  That the Chief Executive Officer be empowered to take whatever action is necessary to
dispose of the property situated at 1 Carthew Street, Mount Gambier described as Lot 160
FP194772 CT5532/268 for non-payment of rates and other charges due to Council, in
accordance with the provision of Chapter 10, Part 1, Division 9 of the Local Government Act,
1999.

3. Mayor and Chief Executive Officer be authorised to sign and affix the common seal to any
contract and transfer affecting the sale of the allotment being disposed of by Council, as
vendor, for non-payment of rates should such a sale be finally necessary.

4.  The Chief Executive Officer be empowered to engage legal counsel or agent to act on
Council’s behalf in this matter.

5. Pursuant to the powers contained in Section 44 of the Local Government Act 1999, Council
hereby delegates to the Chief Executive Officer the power to determine the date, time and
place for the conduct of the public auction subject to compliance with Section 184 of the Act.

CARRIED

A




City of Mount Gambier 6 September 2021
Economic and Environment Committee Meeting Minutes

COMMITTEE RESOLUTION

Moved: Cr Max Bruins
Seconded: Cr Frank Morello

CONSIDERATION FOR KEEPING ITEMS CONFIDENTIAL

1. In accordance with Sections 91(7) and 91(9) of the Local Government Act 1999 the Council
orders that the report 5.2 AR21/53732 Sale of Land for Non-Payment of Rates and its
attachments, the discussion and the resolution/s and minutes arising from the report, having
been considered by the Council in confidence under Section 90(2) & (3) (a) be kept
confidential and not available for public inspection until the latter of:- 12 months, or the matter
being settled.

2. Further that Council delegates the power to review, revoke, but not extend the confidential
order to the Chief Executive Officer in accordance with the provisions of Section 91(9)(c) of
the Local Government Act 1999.

CARRIED
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26.3 Sale of Land for Non-Payment of Rates

CONSIDERATION FOR EXCLUSION OF THE PUBLIC

Pursuant to section 90(2) of the Local Government Act 1999 the Council orders that all members
of the public, except the Mayor, Councillors and (Council Officers) be excluded from attendance
at the meeting for the receipt, discussion and consideration in confidence of Agenda Item 26.3
AR21/53732 Sale of Land for Non-Payment of Rates.

The Council is satisfied that, pursuant to section 90(3) (a) of the Act, the information to be received,
discussed or considered in relation to the Agenda Item is:

. information the disclosure of which would involve the unreasonable disclosure of
information concerning the personal affairs of any person (living or dead)

The Council is satisfied that the principle that the meeting be conducted in a place open to the
public has been outweighed in the circumstances because information the disclosure of which
would involve the unreasonable disclosure of information concerning the personal affairs of any
person (living or dead).

RECOMMENDATION

1. That Economic and Environment Committee Report No. AR21/53732 titled ‘Sale of Land for
Non-Payment of Rates’ as presented on 06 September 2021 be noted.

2.  That the Chief Executive Officer be empowered to take whatever action is necessary to
dispose of the property situated at 1 Carthew Street, Mount Gambier described as Lot 160
FP194772 CT5532/268 for non-payment of rates and other charges due to Council, in
accordance with the provision of Chapter 10, Part 1, Division 9 of the Local Government Act,
1999.

3. Mayor and Chief Executive Officer be authorised to sign and affix the common seal to any
contract and transfer affecting the sale of the allotment being disposed of by Council, as
vendor, for non-payment of rates should such a sale be finally necessary.

4.  The Chief Executive Officer be empowered to engage legal counsel or agent to act on
Council’s behalf in this matter.

5. Pursuant to the powers contained in Section 44 of the Local Government Act 1999, Council
hereby delegates to the Chief Executive Officer the power to determine the date, time and
place for the conduct of the public auction subject to compliance with Section 184 of the Act.

CONSIDERATION FOR KEEPING ITEMS CONFIDENTIAL

1. In accordance with Sections 91(7) and 91(9) of the Local Government Act 1999 the Council
orders that the report 5.2 AR21/53732 Sale of Land for Non-Payment of Rates and its
attachments, the discussion and the resolution/s and minutes arising from the report, having
been considered by the Council in confidence under Section 90(2) & (3) (a) be kept
confidential and not available for public inspection until the latter of:- 12 months, or the matter
being settled.
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2. Further that Council delegates the power to review, revoke, but not extend the confidential
order to the Chief Executive Officer in accordance with the provisions of Section 91(9)(c) of
the Local Government Act 1999.
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MINUTES OF CITY OF MOUNT GAMBIER COUNCIL MEETING
HELD AT THE COUNCIL CHAMBER, CIVIC CENTRE, 10 WATSON TERRACE,
MOUNT GAMBIER ON TUESDAY, 21 SEPTEMBER 2021 AT 6.00 P.M.

PRESENT: Mayor Lynette Martin (OAM), Cr Kate Amoroso, Cr Max Bruins, Cr Christian
Greco, Cr Ben Hood, Cr Paul Jenner, Cr Frank Morello, Cr Steven Perryman
(arrived at 6.02 p.m.)

OFFICERS IN Chief Executive Officer - Mrs S Philpott

ATTENDANCE: General Manager City Infrastructure - Ms B Cernovskis
General Manager Shared Services - Mr D Barber
General Manager City Growth - Mr T Coote
Acting General Manager Community Wellbeing - Mrs G Davison
Manager Governance and Property - >Mr M McCarthy
Procurement Officer - Mrs L Hinton
Manager Finance -».Mrs J Scoggins
Manager Waste and Reuse - MrM McDonald
Media and Communications Coordinator - Ms S McLean
Councillor Support Officer - Mrs M Telford

Executive Administrator City Growth = Ms T Chant



26.3 SALE OF LAND FOR NON-PAYMENT OF RATES — REPORT NO. AR21/53732

RESOLUTION 2021/277

Moved: Cr Christian Greco
Seconded: Cr Max Bruins

CONSIDERATION FOR EXCLUSION OF THE PUBLIC

Pursuant to section 90(2) of the Local Government Act 1999 the Council orders that all members
of the public, except the Mayor, Councillors.and Council Officers S Philpott, B Cernovskis, D
Barber, T Coote, G Davison, S McLean, M McCarthy, L Hinton, M McDonald, J Scoggins, M
Telford and T Chant be excluded from attendance at the meeting for the receipt, discussion and
consideration in confidence of Agenda ltem 26.3 AR21/53732 Sale of Land for Non-Payment of
Rates.

The Council is-satisfied that, pursuant to section 90(3) (a) of the Act, the information to be received,
discussed or considered.in relation to the Agenda ltem is:

. information the disclosure of which would involve the unreasonable disclosure of
information concerning the personal affairs of any person (living or dead)

The Council is satisfied that the principle that the meeting be conducted in a place open to the
public has been outweighed in the circumstances because information the disclosure of which
would involve the unreasonable disclosure of information concerning the personal affairs of any
person (living or dead).

CARRIED
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RESOLUTION 2021/278

Moved: Cr Christian Greco
Seconded: Cr Kate Amoroso

1. That Economic and Environment Committee Report No. AR21/53732 titled ‘Sale of Land for
Non-Payment of Rates’ as presented on 06 September 2021 be noted.

2.  That the Chief Executive Officer be empowered to take whatever action is necessary to
dispose of the property situated at 1 Carthew Street, Mount Gambier described as Lot 160
FP194772 CT5532/268 for non-payment of rates and other charges due to Council, in
accordance with the provision of Chapter 10, Part 1, Division 9 of the Local Government Act,
1999.

3. Mayor and Chief Executive Officer be authorised to sign and affix the common seal to any
contract and transfer affecting the sale of the allotment being disposed of by Council, as
vendor, for non-payment of rates should such a sale be finally necessary.

4.  The Chief Executive Officer be empowered to engage legal counsel or agent to act on
Council’s behalf in this matter.

5. Pursuant to the powers contained in Section 44 of the'Local Government Act 1999, Council
hereby delegates to the Chief Executive Officer the power to determine the date, time and
place for the conduct of the public auction subject to compliance with Section 184 of the Act.

CARRIED

RESOLUTION 2021/279

Moved: Cr Christian Greco
Seconded: Cr Kate Amoroso

CONSIDERATION FOR KEEPING ITEMS CONFIDENTIAL

1. In accordance with‘Sections 91(7) and 91(9) of the Local Government Act 1999 the Council
orders that the report. 5.2:AR21/53732 Sale of Land for Non-Payment of Rates and its
attachments, the discussion and the resolution/s and minutes arising from the report, having
been considered by the Council in confidence under Section 90(2) & (3) (a) be kept
confidential.and not available for public inspection until the latter of:- 12 months, or the matter
being settled.

2. Further that Council delegates the power to review, revoke, but not extend the confidential
order to the Chief Executive Officer in accordance with the provisions of Section 91(9)(c) of
the Local Government Act 1999.

CARRIED
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1.0 Executive Summary

AsiaAustralis was engaged by the Mount Gambier Private Hospital (MGPH), with funding assistance from the
Mount Gambier Council, to undertake a Mount Gambier Private Day Surgery Feasibility Study on behalf of

MGPH and Council.

MGPH is seeking to establish a Private Day Surgery that will bring together specialist service providers (existing
in the region plus potential new providers) and other service providers/tenants to deliver a range of services

tailored to meet the needs and priorities of the Mount Gambier and broader Limestone Coast community.

Stakeholder consultation undertaken for this study provides evidence of significant commercial interest in the
utilisation (tenancy or hire) of a new Day Surgery in Mount Gambier. The demographic analysis, literature
review and hospital data analysis also undertaken for this study supported sufficient market demand for a

financial feasibility assessment.

The stakeholder consultation was also used to develop specifications and a Concept Plan for feasibility
assessment. The Concept Plan, prepared by MasterPlan and detailed in this report, has the flexibility to be
refined over time as the project progresses from feasibility to full business planning and is based on the

following identified requirements:

e  Existing Day Surgery service gaps comprising:

o Specialist Colorectal Surgical Services

o Dental

o ENT

o Neurology

o General Day Surgery - Hernia repair, cholecystectomy, etc
o Private Consulting Rooms

o Private endoscopy lists: UGIE etc.

o Private day surgery - colonoscopies, endoscopies, hernia repairs, skin lesions, gall bladders.

e  Eight (8) specialists/entities indicating that they would be “very Likely” to become a tenant of a
separate private Day Surgery in Mount Gambier and/or to hire rooms at the Day Surgery (e.g. visiting

specialist).
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e These eight (8) specialists indicating a total demand in the order of 4 full day lists per week plus a 10
year lease on rooms by one specialist. These specialists have provided detailed space, equipment and

support requirements indicating strong interest in the proposed Private Day Surgery.

Specific concept plan requirements identified by the industry consultation included:

e Site Area — 3,000 square metres (Greenfields site with location TBD)
e Build Area — 1,400 square metres (as below). Allow for future expansion.
e Height—1 Floor
e  Car Parking — 50 spaces depending on Council regulations
e Day Surgery Suite - (400 m2) including:
o 2 Operating Theatres (60 m2 each)
o Set up/Preparation
o Recovery Area.
o Common Area.
e Llarge Tenanted Consulting Rooms/Minor Procedures — 2 Consulting Rooms — 300 m2 or 150 m2 each
with a shared reception waiting room Day Surgery.
e  Visiting Surgeon Consulting Rooms — 4 Offices — 80 m2 in total with shared reception waiting room
Day Surgery.
e Common Areas
o Reception/Waiting Area — 100 square metres
o Back of House— 100 square metres (CEO/Reception Staff/etc.)
o Conference Room — 100 square metres
o  WCs/Showers— 100 square metres
o Staff Room/Kitchen— 100 square metres
o General Storage— 100 square metres
o Communications Room— 16 square metres
e Building Requirements
o Provide for future expansion
o Standard construction quality — concrete/pre cast
o Above standard services — air-conditioning
o Consulting rooms to be on the outside with windows
o Capacity for anaesthetics.
o Telecommunication, internet, power, water, gas

e  Fit out — By tenants except for common area
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e Excluded — Furniture/Beds; All specialist equipment; Pharmacy; Pathology; Radiology; Physiotherapy;
Café.

In addition to the above, stakeholders indicated a preference for independent private ownership of any new
Private Day Surgery and that it be established in collaboration with the existing private hospital, or a new
private hospital, as there will be a requirement for quick access to overnight hospital accommodation in the

event of emergencies.

Based on the concept plan and above specifications, the financial feasibility of the Day Surgery has been
assessed for the following 3 revenue scenarios based on a review of current commercial rents in Mount

Gambier, the Limestone Coast and other SA regions:

e Best Case — 90% occupancy @ $350 per m? p.a.
e Expected Case — 80% occupancy @ $300 per m? p.a.
e  Worst Case — 70% occupancy @ $250 per m? p.a.

Construction costs for the Day Surgery, exclusive of government grants and other capital funding sources, are

estimated to be $5.49 million based on Rider Levett Bucknall Digest Data.

All 3 scenarios assume that, in addition to rent, total operating costs are recovered from tenants on a pro rata
basis. The cost estimations have been developed from expected operating costs from similar medical centres in
South Australia. In addition to the general expenses, staffing cost estimates based on health industry standards
have been used along with the agreed enterprise bargaining agreement between SA Health and the Nursing and
Midwifery Federation. This agreement provides for 3.5 nurses per operating theatre, with an additional 2 nurses
in the recovery room. Staff costs have been assessed using worst case highest level wage rates for these nurses.

Total annual operating costs have been estimated to be $1,298,700 per annum.

In summary:

e The 3 scenarios have the following financial results based on the alternative revenue scenarios:

Scenario 20 Year NPV ‘ 20 Year IRR
Best Case $1,732,246 4.65%
Expected Case $31,774 1.56%
Worst Case -$1,441,969 -1.59%
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e Inasettled period (i.e. from Year 2 onward), the modelling projects the following annual surpluses
without an ongoing requirement for government grants or other funding. Note that no allowance has

been made for depreciation of assets.

Scenario Ongoing Per Annum Surplus

Best Case $441,315
Expected Case $336,240
Worst Case $245,175

It should be noted that the above feasibility results are most sensitive to the receipt of government grants and
other capital funding not included in the modelling in order to establish the upfront funding requirements for

each scenario.

The results of the feasibility assessment indicate the potential for a profitable project over time with positive
annual cash flows from rental income supporting positive NPVs and IRRs for the expected and best cases. These

returns could be improved substantially with supporting grant funding at project commencement.

Finally, AsiaAustralis consulted many organisations during the preparation of this feasibility study in order to
identify potential sites and investors for the project. Many sites were inspected with consultation indicating a
strong preference for a site at or in close proximity to the existing public and private hospitals. It is therefore
recommended that negotiations commence with the major site land holders, LCLHN and Flinders University, to
secure 3,000 square metres at the existing site for a future private day surgery. Three potential
investors/operators were identified during the feasibility study including the Calvary Group, Cura Group and
local developer Vince Versace. All were provided with project information and preliminary feasibility results.
AsiaAustralis has maintained ongoing discussions with these groups and it is recommended that Mount
Gambier Private Hospital continue these discussions and, if appropriate, furnish them with the results of this
feasibility study to facilitate future negotiations. Confidential contact and discussion details have been supplied

to the Mount Gambier Private Hospital under separate cover.

Upon selection of a preferred site and with developer/operator interest, it is recommended that MGPH
progress to detailed design and Business Plan preparation including detailed costing (construction and
operations), confirmation of the potential tenants/users, their space and resource requirements and rent/hire

rate expectations.
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2.0 Introduction and Project Objectives

AsiaAustralis was engaged by the Mount Gambier Private Hospital (MGPH), with funding assistance from the
Mount Gambier Council, to undertake a Mount Gambier Private Day Surgery Feasibility Study on behalf of
MGPH and Council.

MGPH is seeking to establish a Private Day Surgery that will bring together specialist service providers (existing
in the region plus potential new providers) and other service providers/tenants to deliver a range of services

tailored to meet the needs and priorities of the Mount Gambier and broader Limestone Coast community.
The following Feasibility Study Objectives were agreed with the MGPH:
1. An analysis of demographics, needs and anticipated service demands.

An analysis of day surgery service gaps and opportunities.

Identification and assessment of an appropriate business model for the day surgery business.

A wonN

A financial model with Cash Flow projections over a three-year period for the preferred business and
service model.

5. A concept design plan and cost estimates for the preferred business and service model.

AsiaAustralis proposed the following 6 Stage methodology to address these objectives:

Stage 1 — Commencement Meeting and Site Visit

Stage 2 — Desk Research and Literature Review

Stage 3 — Stakeholder, Tenant & User Consultation
Stage 4 — Concept Development and Statutory Planning
Stage 5 — Financial Modelling and Feasibility Assessment

Stage 6 — Draft and Final Reports

The MGPH was established in 1998 and is co-located within the Mount Gambier District Health Service

(MGDHS). A Memorandum of Agreement (MOA) has been in place between the MGPH and LCLHN (previously

Country Health SA Local Health Network) outlining responsibilities of both organisations.

The MGPH was established for the following:

e To provide local access to quality private care and specialists by the rural community.

e To reduce financial costs for patients and their families traveling to distant centres for treatment.
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e Toincrease the recruitment and retention of health specialists.

e To reduce pressure on the public health system.

The attraction of specialists to the MGPH, from both South Australia and Victoria, to perform private procedures

in Mount Gambier has proven difficult resulting in leakage to Adelaide and regional Victoria.
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3.0 Demographic Analysis

The Mount Gambier Private Hospital is located in the City of Mount Gambier, and is the major private hospital
within the Limestone Coast region of South Australia. It is therefore expected that the effective catchment zone
for a Day Surgery in Mount Gambier will be predominantly the population of the City of Mount Gambier, in
addition to the District Council of Grant, which immediately surrounds the City. There is anecdotal evidence
that the catchment for the private hospital is upwards of 200kms, which would encompass all of the Limestone
Coast and significant parts of south-west Victoria. In this report we have not included a Victorian demographic
analysis as the further the distance from Mount Gambier, the more marginal will be the expected utilisation of a
new Day Surgery at Mount Gambier and at this stage of feasibility assessment it is better to work on

conservative assumptions.

3.1 Limestone Coast Community Profile

Based on ABS data, the estimated resident population of the Limestone Coast region in 2019 was 67,092, with a
median age of 42, which is lower than the regional SA median age of 45, but higher than the median age for SA
(40) and Australia (38). The population of the Limestone Coast grew by 0.34% between 2018 to 2019, while in
comparison the population growth of Regional SA was 0.39%. This indicates the Limestone Coast has a relatively

mature and stable population.

Table 1 - Limestone Coast Region Total Population by Service Age Groups

2016 2011 Change
2011 to

Service age group (years) Number % Number %
2016
Babies and pre-schoolers (0 to 4) 3,778 5.8 4,191 6.6 -413
Primary schoolers (5 to 11) 6,015 9.3 5,987 9.5 +28
Secondary schoolers (12 to 17) 4,894 7.6 5,272 8.4 -378
Tertiary education and independence (18 to 24) 4,756 7.3 4,656 7.4 +100
Young workforce (25 to 34) 7,037 10.9 7,179 11.4 -142
Parents and homebuilders (35 to 49) 12,353 19.1 13,014 20.6 -661
Older workers and pre-retirees (50 to 59) 9,172 14.2 8,834 14.0 +338
Empty nesters and retirees (60 to 69) 8,434 13.0 6,992 11.1 +1,442
Seniors (70 to 84) 6,674 10.3 5,660 9.0 +1,014
Elderly aged (85 and over) 1,663 2.6 1,293 2.0 +370
Total 64,776  100.0 63,078  100.0 +1,698
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Between 2011 and 2016, the Limestone Coast region's population increased by 1,712 people (2.7%). This
represents an average annual population change of 0.54% per year over the period. The largest changes in age

structure between 2011 and 2016 were in the following age groups:

e 65to 69 (+1,076 persons)
e 40to 44 (-593 persons)
e 70to 74 (+548 persons)

e 75to 79 (+420 persons)

This indicates that although the Limestone Coast has had a relatively stable population over the past decade,
there is a steady increase in aging across the region which is associated with the need for increased medical care

and potentially surgical treatments.

3.2 City of Mount Gambier and District Council of Grant Community Profile

The resident population of the City of Mount Gambier as at June 30th, 2019 was estimated to be 27,275 living in
12,328 dwellings, while the resident population of District Council of Grant was 8,584 living in 3,683 dwellings.
This results in a total population of 35,859 in the combined close catchment zone for the proposed Mount
Gambier Private Day Surgery. This catchment area comprises 53.4% of the population of the Limestone Coast
which is therefore the largest population centre in the region. The table below shows the 10 year service

groups as identified in the 2016 census.

Analysis of the five year age groups of Mount Gambier in 2016 compared to Limestone Coast region shows that
there was a higher proportion of people in the younger age groups (under 15) and a lower proportion of people
in the older age groups (65+). Overall, 19.8% of the population was aged between 0 and 15, and 18.5% were
aged 65 years and over, compared with 19.0% and 19.1% respectively for Limestone Coast region. The major

differences between the age structure of City of Mount Gambier and Limestone Coast region were:

e Alarger percentage of persons aged 25 to 29 (6.0% compared to 5.2%)
e Alarger percentage of persons aged 20 to 24 (5.8% compared to 5.1%)
e Asmaller percentage of persons aged 60 to 64 (6.0% compared to 6.8%)

e Asmaller percentage of persons aged 55 to 59 (6.4% compared to 7.1%)
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Table 2 - Mount Gambier Region Total Population by Service Age Groups

Mount Gambier - Total

2016 2011 Change
persons (Usual residence)
Limestone Limestone 2011
Service age group (years) Number % Coast Number % Coast to
region % region % 2016
Babies and pre-schoolers (0 to
) 2,094 6.08 5.8 2,278 6.88 6.6 -184
4
Primary schoolers (5 to 11) 3,263 9.47 9.3 3,219 9.72 9.5 +44
Secondary schoolers (12 to 17) 2,716 7.88 7.6 2,836 8.57 8.4 -120
Tertiary education and
2,698 7.83 7.3 2,654 8.02 7.4 +44
independence (18 to 24)
Young workforce (25 to 34) 3,954 11.47 10.9 3,933 11.88 11.4 +21
Parents and homebuilders (35
6,631 19.24 19.1 6,810 20.57 20.6 -179
to 49)
Older workers and pre-
4,755 13.80 14.2 4,470 13.50 14.0 +285
retirees (50 to 59)
Empty nesters and retirees (60
4,213 12.22 13.0 3,477 10.50 11.1 +736
to 69)
Seniors (70 to 84) 3,338 9.68 10.3 2,826 8.54 9.0 +512
Elderly aged (85 and over) 807 2.34 2.6 600 1.81 2.0 +207
Total 34,469 100.0 100.0 33,103 100.0 100.0 +1,366

Between 2011 and 2016 Mount Gambier's population increased by 1,370 people (4.0%). This represents an
average annual population change of 0.8% per year over the period. The largest changes in age structure in this

area between 2011 and 2016 were in the age groups:

e 65to69(+552 persons)
e 70to 74 (+267 persons)
e 75to 79 (+236 persons)

e 85 and over (+207 persons)

Analysis of the service age groups of Mount Gambier in 2016 compared to Limestone Coast region shows that
there was a higher proportion of people in the younger age groups (0 to 17 years) and a lower proportion of
people in the older age groups (60+ years). Overall, 23.6% of the population was aged between 0 and 17, and

24.5% were aged 60 years and over, compared with 22.7% and 25.9% respectively for Limestone Coast region.

The major differences between the age structure of City of Mount Gambier and Limestone Coast region were:
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A larger percentage of 'Young workforce' (12.1% compared to 10.9%)
A larger percentage of 'Tertiary education & independence' (8.3% compared to 7.3%)
A smaller percentage of 'Empty nesters and retirees' (11.7% compared to 13.0%)

A smaller percentage of 'Older workers & pre-retirees' (13.0% compared to 14.2%)
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4.0 Desk Research and Literature Review

AsiaAustralis has undertaken a review of all relevant data and documents as they relate to the establishment of
a Private Day Surgery in Mount Gambier to service the broader Limestone Cost region. This review has been

undertaken in consultation with the MGPH to ensure that all relevant documents have been reviewed.

4.1 Mount Gambier Private Hospital Historical Context

The Mount Gambier Private Hospital is co-located with the Mount Gambier and Districts Health Service, is
customer focused and dedicated to providing patient-centred regional healthcare with an excellence in quality,
service and access. Large single rooms and additional benefits are available to patients who have private health

insurance, are self-funded or are a client/cardholder with the Department of Veterans’ Affairs.

The Mount Gambier Private Hospital provides the option of utilising private healthcare cover in the local
community with access to a variety of professional and personalised specialist health care services. These

include access to operating theatres, day surgery, palliative care and high dependency care.

The Mount Gambier Private Hospital is a discrete legal entity, incorporated under the Associations
Incorporation Act and governed by a Board of Directors. The Hospital is therefore ‘owned’ by the community.
Being a ‘not for profit’ organisation, any surplus funds generated are used to improve existing health services

and to support health initiatives.

However, a recent review of the MGPH (2020) identified the following concerns about the current location of

the Private Hospital:

e Limited privacy is provided to patients, and people can and regularly do enter patient rooms.

e The new doors create an unnecessary barrier and have reinforced the perception that the Private
Hospital is ‘special’. Concerns have further been raised about the health and safety relevance of the
doors, restricting safe passage of movement and effective infection control.

e |t would be preferable to locate the hospital elsewhere so that it is not in a thoroughfare, however
there are concerns that the use of public money for new facilities come first and there is no appetite

within the LCLHN to fund/facilitate relocation to another part of the hospital.
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4.2 Historical Day Surgery Data Analysis

A review of the last 5 year’s surgical activity and mix at the Mount Gambier Private Hospital, and potential to

increase activity to deliver improved business performance, has uncovered a number of key issues including:

e There has been a decrease in Occupied Bed Days of 551 for Surgical activity over the five years, which
generally attract higher fees than medical patients. This represents a 19% decrease in surgical patient
bed days.

e The fall in surgical separations of 215 patients over the five years, (approximately 20%) is significant in
that there are higher fee rates received from surgical procedures than medical procedures.

e The major codings for surgical treatments were for:

o Ophthalmology
o Orthopaedics
o General Surgery

e The three major surgical treatments have seen a significant reduction in separations, with 85 fewer
Ophthalmology patients, 92 fewer Orthopaedics and 51 fewer General Surgery over the 5 year period.

e The reduction in surgical patients has not been fully addressed by an increase in surgical patients at
MGDHS (Public Hospital). This is particularly the case with the growth of Ophthalmology, Orthopaedics
and General Surgery, which although increasing have not grown to the same extent as the loss from
the Private Hospital.

e Thetrend in demand for increased medical stays and decreasing surgical stays indicates that although
overall demand and OBD’s has remained high there are emerging concerns over the surgical mix which

is moving towards lower value treatments.

4.3 Potential Surgical Income Growth

This review of the MGPH investigated the potential maximum surgical income that could be realistically
achieved by the MGPH using the maximum available theatre time for the most lucrative mix of surgical cases
that can be practically undertaken in the region for the bed occupancy available. However, the Review
identified that although the current theatre usage is at 75% capacity, leaving effectively one theatre available,
the theatre operating times are constrained to one shift, and key stakeholders including specialists identified
difficulties in obtaining theatre space for private patients during peak hours, thereby limiting the potential for

increasing surgical income.

Some of the related key findings of this review include:
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There has been a marginal increase in patients admitted to the hospital with an increase from 2,506 to
2,609 over the five year reporting period.

There was a significant reduction in private patients in 2017 and 2018 which has recovered somewhat
in FY 2019.

The Private Hospital has continued to trend down with surgical patients, while over the same period
the Public Hospital has had some growth in surgical patients.

Overall, the number of surgical patients admitted to the hospital for higher value treatments has
declined over the five year period which is an ongoing concern.

The reduction in higher value surgical patients over the past five years has had a negative impact on
the financial sustainability of the MGPH.

Key stakeholders identified the need to increase marketing efforts with key surgeons to utilise the
Private Hospital for procedures. It is acknowledged that this is not easy, however effective marketing to

key referrers and surgeons is critical to future sustainability of the facility.
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Table 3 — MGDHS Surgical and Medical Mix 2015-2019

4 EOFY 2019 EOFY 2018 EOFY 2017 EOFY 2016 EOFY 2015
g SRG 9.0 2 5 5 4 4
Y For FY 2016-2019 > o > o > o > o > o
> @ > ® > @ > @ > =
SRG 8.0 for FY 2015 = g 3 g 3 g 3 g 3 g
G G G G G
MEDICAL
1 Cardiology 47 119 20 112 21 90 28 62 30 96
2 Interventional Cardiology 0 0 0 0 0 0 0 0 0 0
4 Respiratory Medicine 64 339 35 206 33 137 40 225 22 85
5 Gastroenterology 33 82 20 81 16 51 18 44 18 39
6 GIT Endoscopy 77 93 87 95 21 52 6 11 7 10
7 Neurology 38 359 22 196 24 202 18 123 12 55
9 Endocrinology 9 28 4 7 7 31 9 21 7 27
10 Renal (Failure) Medicine 2 8 5 37 6 47 5 15 3 10
11 Renal Dialysis 0 0 0 0 0 0 0 0 54 54
12 Haematology 46 71 30 47 17 26 12 21 7 18
15 Medical Oncology 8 133 6 89 2 7 4 25 3 3
16 Chemotherapy & Radiotherapy 0 0 0 0 0 0 0 0 0 0
17 Rheumatology 16 88 13 39 16 41 6 12 5 6
18 Dermatology 3 3 1 7 1 4 3 9 1 1
26 General Medicine 85 374 63 363 52 241 41 174 41 138
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35 Drug and Alcohol 1 3 2 4 1 1 0 0 0 0
39 Ungroupable 0 0 0 0 2 2 5 5 0 0
Total Medical 429 1,700 308 1,283 219 932 195 747 210 542
SURGICAL
3 Cardiothoracic Surgery 0 0 1 6 0 0 0 0 0 0
8 Neurosurgery 30 103 20 67 14 28 15 48 15 18
13 ENT 3 3 4 8 4 7 4 10 0 0
14 Ophthalmology 4 4 5 5 4 6 10 13 6 6
19 Head & Neck Surgery 0 0 0 0 1 2 0 0 0 0
20 Dentistry 1 16 2 3 0 0 1 1 3 5
21 Upper GIT Surgery 7 32 6 20 2 3 1 2 0 0
22 Colorectal Surgery 3 11 3 12 3 17 0 0 1 7
23 Orthopaedics 129 373 125 466 123 499 143 416 98 290
24 Urology 11 17 12 34 2 20 4 8 1 1
25 Vascular Surgery 4 61 2 6 1 1 2 8 2 21
27 General Surgery 81 259 65 182 56 204 68 167 54 128
28 Breast Surgery 0 0 0 0 0 0 0 0 0 0
29 Plastic & Reconstructive Surgery 15 15 13 13 13 13 14 21 9 15
30 Gynaecology 23 24 7 8 10 15 4 9 5 5
33 Transplantation 0 0 0 0 0 0 0 0 0 0
34 Tracheostomy 0 0 0 0 0 0 0 0 0 0
36 Burns 2 2 3 4 0 0 0 0 1 1
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Total Surgical 313 920 268 834 233 815 266 703 195 497

MATERNAL & NEONATAL

31 Obstetric 114 408 111 409 130 461 109 407 129 435

32 Babies/Neonates 2 5 2 15 1 1 3 9 3 51
Total Maternal & Neonatal 116 413 113 424 131 462 112 416 132 486
PSYCHIATRY

37 Psychiatry/Psychogeriatric 5 29 0 0 5 26 14 78 6 38
Total Psychiatry/Psychogeriatric 5 29 0 0 5 26 14 78 6 38

ACUTE REHABILITATION

38 Acute Rehabilitation 0 0 0 0 0 0 0 0 7 132
Total Acute Rehabilitation 0 0 0 0 0 0 0 0 7 132
HOSPITAL TOTAL (Acute) 863 3,062 689 2,541 588 2,235 587 1,944 550 1,695
NON-ACUTE

40 Non-acute 0 0 0 0 0 0 0 0 0 0
Total Non-Acute 0 0 0 0 0 0 0 0 0 0
HOSPITAL TOTAL 863 3,062 689 2,541 588 2,235 587 1,944 550 1,695
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4.4 Private Patient Demand Assessment in Mount Gambier

This review has identified changing utilisation trends that, while maintaining comparatively strong levels of
occupied bed days, have reduced the levels of surgical treatments which are shorter stay and more financially
beneficial to the performance of the Private Hospital. The previous section of this report has identified that
there has been a substantial increase in the number of private patients admitted to the Public Hospital,

particularly in the past three years.

Patients are given the opportunity to elect to be a private or public patient when admitted to the Mount
Gambier District Health Service. If patients are admitted as private patients, the cost of stay is subsidised by the
agreed daily pay rate with the private health insurer of the patient. This fee may not cover the total cost of the
stay, however any extra cost burden is covered by the public SA Health. Patients are provided an opportunity to
be admitted to the Mount Gambier Private Hospital or the MGDHS. As such, we can use the combined private

patient data at Mount Gambier to assess overall private health demand in the catchment area.

Table 4 - Combined Private Surgical Patients at Mount Gambier Hospital

COMBINED MGPH / MGDHS  SEp OBDs | SEP OBDs = SEP

Year

Total Surgical

HOSPITAL TOTAL (Acute)

HOSPITAL TOTAL

Demand for private patients at the Mount Gambier Hospitals (MGDHS and MGPH), continue to be
predominantly medical patients, which continue to see growth across both the public and Private Hospital. The
figure below shows the surgical separations data for the Public Hospital, the Private Hospital and combined. We
have included the trend lines for both hospitals and also the combination of the two hospitals. The Private
Hospital has continued to trend down with surgical patients, while over the same period we can see the Public
Hospital has had some growth in surgical patients. Overall, the number of surgical patients admitted to the

hospital for higher value treatments has declined over the five year period which is an ongoing concern.
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Figure 1 - Private Surgical Separations at Mount Gambier Hospitals Combined 2015-2019

Surgical Activity at Mount Gambier 2015 - 2019
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4.5 Private Patient Day Surgery Demand Assessment in the Region

AsiaAustralis has reviewed detailed day surgery data provided by the Mount Gambier Private Hospital that was
conducted at the Private Hospital. This data demonstrates that over the past five years there has been an
average of 819 day surgical treatments at the Mount Gambier Private Hospital each year. It should be noted
that this average includes a substantial reduction in FY 2020 due to COVID restrictions, and the high level of
surgical placements in FY 2016 when there was a peak of surgical activity. Data provided by the MGPH for the
purpose of this review indicate that approximately 66% of surgical treatments were day surgery patients over

the past five years.

Table 5 — Day Surgery Data

FY2016 FY2017 FY2018 FY2019 FY2020
Day Only OB

Total Surgical

Overnight OB

Total OB

Additional data have been provided by the MGPH on the leakage of patients from Mount Gambier to hospitals
beyond the local hospital region. Although the data have not been verified, they indicate the following patient

admissions from January to August 2019):
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e Warrnambool Plastic and Reconstructive Surgery admitted 459 South Australian based plastic surgery

patients.

e StJohn of God Warrnambool admitted 126 SA Patients.

It is expected that the majority of these patients would have been from the Limestone Coast region of South
Australia, and therefore within the catchment area of the MGPH. It is difficult to verify the actual numbers, due
to the commercially sensitive nature of the data. However anecdotally it provides further evidence of existing

and stable demand for private surgical patients within the Mount Gambier and broader Limestone Coast region.

AsiaAustralis has also received feedback from some stakeholders that many Adelaide based surgeons who are
consulting in Mount Gambier have a preference to refer private patients to their Adelaide theatres due to
operating efficiencies superior to those at Mount Gambier. Once again it is hard to verify this in terms of actual
numbers of patients leaking back to Adelaide, however it was highlighted by multiple sources during the review

stakeholder consultation.
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5.0 Stakeholder Consultation

The specific objective of this project (as detailed above) is to assess the feasibility of establishing a Day Surgery
Facility at a preferred site in Mount Gambier. At the commencement of the Feasibility Study it was agreed with
MGPH that the project needs to take into consideration the opportunities and constraints associated with all

key stakeholders including, for example:

e The Mount Gambier Private Hospital
e The Mount Gambier Council
e Specialist Service Providers — existing in the region plus potential new providers

e Other Potential Service Providers/Tenants

The feasibility study is therefore a combination of a market demand study, and a financial analysis to provide
potential funders/investors with knowledge of both the environment in which the project exists and the

expected return on investment to be derived by the project.

This project was completed in two parts, with an initial demand and commercial interest study undertaken to
demonstrate the potential commercial interest for establishment of a Day Surgery in Mount Gambier. The initial
demand assessment was developed as a key milestone requirement before progressing to the financial

modelling of project feasibility.

AsiaAustralis designed a Consultation Template which was submitted to and approved by the MGPH Project
Manager prior to commencement of the consultation which was undertaken via a combination of personal face-

to-face, videoconference, email and telephone consultation. Key issues covered in the consultation included:

e Potential services.

e Demand for and gaps in service provision.

e Specialist interest in tenancy and/or hire of rooms/facilities.
e Implications for existing service providers in the region.

e Potential service provider and regional benefits.

e  Barriers to establishment.

e Potential investor interest.

e  Operational models and costs.

The following key stakeholders, agreed with the MGPH Project Manager, were consulted during this stage of the

Study (note — other targeted stakeholders declined to participate for a variety of reasons):
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e  Mr. Tony Pasin, Federal Member for Barker

e  Mr. Mark Lewis, Specialist Colorectal Surgical Services Provider

e  Ms. Lynette Martin, Mayor, Mount Gambier Council

e  Mr. Andrew Meddle, CEO, Mount Gambier Council

e  Ms. Barbara Cernovskis, General Manager Community Wellbeing, Mount Gambier Council
e  Mr. Grant King, Chair, Limestone Coast Local Health Network

e  Ms. Ngaire Buchanan, CEO, Limestone Coast Local Health Network

e  Mr. John Irving, Board Member, Limestone Coast Local Health Network

e Dr Anne Johnson, Board Member, Limestone Coast Local Health Network

e Ms. Lindy Cook, Board Member, Limestone Coast Local Health Network.

e Ms. Pam Schubert, Director of Nursing, Mount Gambier District Health Service
e  Mr. Paul Bullen, Mount Gambier District Health Service

e  Mr. David Wheaton, CEO, Limestone Coast RDA

e Ms. Lyn Howes, Manager Investment and Infrastructure, Limestone Coast RDA
e Ms. Deb Paschke, Board Member, Mount Gambier Private Hospital

e Ms. Sue Morris, Board Member, Mount Gambier Private Hospital

e Ms. Sandra Parsons, Board Member, Mount Gambier Private Hospital

e Ms. Sandi Elliot, CEO and Board Member, Mount Gambier Private Hospital

e  Dr Bruce Robinson, Mount Gambier Dental Group

e Drlsabel Holmes, Mount Gambier Dental Group

e  Mr. Steve Bahlog, Mount Gambier Dental Group

e  Dr Shreya Tocaciu, Mount Gambier Dental Group

e  Mr. Robert Toma, Warnambool Plastic & Reconstructive Surgery.

e  Mr. Alasdair Sutherland, Orthopaedic Surgeon.

e Dr. Colin Weatherill, Obstetrician .

e Dr. Andrew Saies, Sportsmed.

e  Mr. Guy Maddern, Mount Gambier General Surgeons.

e  Mr. Matthias Wichmann, Mount Gambier Hospital — Public Hospital and Private Hospital

e  Mr Tim McCullough, General Surgeon

While initial key stakeholder consultation indicated demand for a Mount Gambier Day Surgery, it was thought
prudent to consult with and find industry participants/investors who might be willing to consider the results of
the full feasibility study. In doing so, such interested parties could contribute to the additional terms of

reference and key decision making criteria to see the project realised.
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AsiaAustralis and MGPH identified a range of prospective investors/investment facilitators in a MGDS for

additional consultation including:

e Adelaide Day Surgery and Adelaide Plastic Surgery Associates
e Calvary Group

e Cura Group

e North Adelaide Day Surgery Centre

e St John of God Group

e  Oxford Day Surgery Centre

e  Warrnambool Plastic and Reconstructive Surgery
e Kincraig Medical Clinic

e  Mount Gambier General Surgeons

e  Wakefield Plastic and Reconstructive Surgery

e Adelaide Community Healthcare Alliance (ACHA)
e Glenelg Day Surgery

e  Nexus Hospitals

e Vince Versace — Mount Gambier Developer

e Mount Gambier Council

e Tony Pasin — Member for Barker

e Regional Development Australia

Three positive responses were received via this consultation in terms of maintaining contact during the

feasibility study and giving consideration to the results of the feasibility study. These included:

e Calvary Group
e  Cura Group

e Vince Versace (Mount Gambier Developer)

These three organisations were provided with a confidential copy of the original Stages 1 — 3 Report with their

specific feedback and levels of interest detailed below:

e Calvary Group — Calvary’s Adelaide Office referred AsiaAustralis to Angus Bradley (Director, National
Strategy and Development) in Sydney. On being provided with the Stages 1 — 3 Report, Angus advised
that Calvary is interested and would like to see the results of the full Feasibility Study. However, he did
highlight that it might be a difficult proposition for Calvary to invest in Mount Gambier given the
distance from Adelaide and other local Mt Gambier issues. He did consider that St John of God might

be a better regional fit. AsiaAustralis is still waiting on a response form this group.
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Cura Group — CEO Andrew Currie has indicated that they have an interest in regional day surgeries, and
other regional hospital/health service offerings. He indicated that their models suggest that a
financially sustainable day surgery would require between 3,500-5,000 admissions per annum. This
would indicate any private day surgery in Mount Gambier could be sustainable, depending on support

from the local community, regional specialists, general surgeons and GP’s.

Vince Versace (Mount Gambier Developer) — Indicated that he is very interested in the project as an
investor and prepared to look at all options/sites including his own development sites in Mount
Gambier. Forwarded the Confidential Demand Assessment (Stages 1-3) and agreed to stay in touch

during the feasibility assessment.

Other important responses/feedback included:

Warrnambool Plastic and Reconstructive Surgery - Provided with copy of the Stage 1 - 3 and considered
the findings valid. However, they have no interest in setting up their own day surgery in Mount
Gambier but identified that the property behind their existing Consulting Rooms at 20 Sturt Street
could be purchased for a day surgery to add to the site — which is currently fully tenanted
(pathology/consulting rooms) for 5 — 10 years. WPRS would consider selling its Consulting Rooms with
existing tenancies as the core site for the day surgery and consulting. They advised a confidential value

and current rent yield which would potentially be attractive to a local investor.

Adelaide Day Surgery and Adelaide Plastic Surgery Associates — Views included that a MGDS would
need to be owned, operated and fed patients by local surgeons ... not Adelaide based surgeons.

Therefore the focus should be to attract private investment into the proposed day surgery.

Kincraig Medical Clinic (Naracoorte) - Identified that they do not believe it is financially viable to have a
separate day surgery in Mt Gambier. There is significant leakage of lists to Adelaide. This is not helped
by ongoing conflict with Rural Health contracts for GP’s which are due to be re-negotiated by
December 1st. There is also excess capacity for day surgeries in Naracoorte, and any expansion in
Mount Gambier with another day surgery would likely be at the expense of Naracoorte, and so this

would accelerate referrals to Adelaide to protect Naracoorte.

A Local Surgeon - Very likely tenant or hirer of rooms but would not be an investor. Preference for
ownership by MGPH. All charging of access to the facility would need to be charged by the provider of

facility, not by the surgeons.
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The existing interest in the project from a local developer/investor, Cura and Calvary, and the user/tenant
demand identified during Stages 1 — 3, Indicated there was sufficient investor, user and tenant interest to

progress to the full financial feasibility.
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6.0 Concept Development

Based on the preceding research and consultation, the following broad Concept Brief was prepared and

approved by MGPH for development of the physical concept for feasibility assessment.

Potential Uses

e  Plastic Surgery

e Specialist Colorectal Surgical Services

e Dental

e ENT

e Neurology

e General Day Surgery - Hernia repair, cholecystectomy, etc
e  Private Consulting Rooms

e  Private endoscopy lists: UGIE etc.

e  Private day surgery - colonoscopies, endoscopies, hernia repairs, skin lesions, gall bladders.

Potential Users

e Eight (8) specialists/entities indicating that they would be very Likely to become a tenant of a separate
private Day Surgery in Mount Gambier and/or to hire rooms at the Day Surgery (e.g. visiting specialist).

e These eight (8) specialists indicating a total demand in the order of 4 full day lists per week plus a 10
year lease on rooms by one specialist. These specialists have provided detailed space equipment and

support requirements indicating strong interest in the proposed Private Day Surgery.

Potential Sites

e 22 Allison Street — Currently for sale but under offer. This property is 7,745m2 adjacent to the Mount
Gambier Public and Private Hospitals. Discussions have been commenced with the real estate agent
with a view to negotiating part of the site for the Day Surgery.

e 20 Sturt — Owned by Warrnambool Plastic and Reconstructive Surgery who are open to negotiation on
a sale/lease back arrangement for a combined day surgery/WPRS.

e Helen Street — Old Coles site.

e Mount Gambier Hospital — Extension of building or separate development on contiguous land.
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As there was no preferred/secured site at this stage of the project, the concept was developed on the basis of a

Greenfield site, but with the ability to be adapted for the above and other sites.

The following summarises the identified Mount Gambier Private Day Surgery requirements as determined by

the industry consultation:

e Site Area — 3,000 square metres (Greenfields site with location TBD)
e Build Area — 1,400 square metres (as below). Allow for future expansion.
e Height—1 Floor
e Car Parking — 25 spaces depending on Council regulations
e Day Surgery Suite - (400 m2) including:
o 2 Operating Theatres (60 m2 each)
o Setup/Preparation
o Recovery Area.
o Common Area.
e Llarge Tenanted Consulting Rooms/Minor Procedures — 2 Consulting Rooms — 300 m2 or 150 m2 each

(Need to confirm with Warnambool Plastic Surgery). (shared reception waiting room Day Surgery)

e  Visiting Surgeon Consulting Rooms — 4 Offices — 80 m2 in total (shared reception waiting room Day
Surgery)
e Common Areas
o Reception/Waiting Area — 100 square metres
o Back of House— 100 square metres (CEO/Reception Staff/etc.)
o Conference Room — 100 square metres
o WCs/Showers— 100 square metres
o Staff Room/Kitchen— 100 square metres
o General Storage— 100 square metres
o Communications Room— 16 square metres
e Building Requirements
o  Provide for future expansion
o Standard construction quality — concrete/pre cast
o Above standard services — air-conditioning
o Consulting rooms to be on the outside with windows
o Capacity for anaesthetics.
o Telecommunication, internet, power, water, gas
e Fit out — By tenants except for common area
e Excluded — Furniture/Beds; All specialist equipment; Pharmacy; Pathology; Radiology; Physiotherapy;
Café;
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Using the above requirements, MasterPlan prepared the following Day Surgery Concept Plans for consideration

and approval by the Mount Gambier Private Hospital as the basis for feasibility assessment:

e  Figure 1 - Concept Plan MGPH Day Surgery and Consulting Rooms — This provides a proposed facility
layout including room sizes and linkages throughout the building.

e  Figure 2 - Concept Massing MGPH Day Surgery and Consulting Rooms — This provides an outside
facility layout of the potential tenancies of the building.

e  Figure 3 - Concept View MGPH Day Surgery and Consulting Rooms — This provides an outside facility

view of the building.
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Figure 1- Concept Plan MGPH Day Surgery & Consulting Rooms
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Figure 2 - Concept Massing MGPH Day Surgery & Consulting Rooms
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7.0 Financial Modelling and Feasibility Assessment

The feasibility of the proposed Mount Gambier Private Hospital Day Surgery is assessed in this section of the

report and is based on:

e The recommended Concept and Site Layout as detailed above.
e Construction cost estimates based on Rider Levett Bucknall Digest Data.

e Potential realisable lease/rent and occupancy rates.

A project model has been developed in Microsoft Excel and this has been utilised to assess the concept as

proposed. The following key assumptions are incorporated into the modelling:

e All costs and revenues are ex GST.

e No allowance has been made for escalation.

e No allowance has been made for depreciation of assets. Net Present Value (NPV) and Internal Rate of
Return (IRR) calculations are made only on a cash basis.

e 1 year construction phase.

e Project is equity and grant funded (i.e. no loans).

e Adiscount rate of 1.5% has been used for NPV calculations.

The following capital/construction costs have been incorporated into the model:

Item/Unit of Measurement Size Rate Cost Source/Assumptions

Land Purchase 3,000 50 $150,000 Current Land Prices

Demolition - On Site Infrastructure S0 Greenfields Site

Total Floor Space 1,401 $2,100 $2,942,100  RLB Office Non CBD - Mid Point

Fitout (m2) 1,401 S0 S0 Fitout by Tenants

Building Services 1,401 $470 $658,470 RLB Mid Point Rate - Electrical; Fire ; Hydraulic; Mechanical; etc

Car Parking (Cars) 50 $3,200 $160,000 RLB Rate per car - 30 m2 spaces (subject to Council confirmation)

Floor Fittings (m23) 1,401 $50 $70,050 AsiaAustralis Estimate

Landscaping (Hectare) 0.25 $40,000  $10,000 RLB Rate

Signage 1 $50,000  $50,000 AsiaAustralis Estimate

Equipment 2 $150,000 $300,000 Project Survey - IT, Computing, Beds, Dental Chairs, Trays,
Anaesthetics equipment, Compressed Air, Vacuum, etc.

Location Contingency $434,062 5% of capital costs

Professional Fees $716,202 15% of capital costs

Total $5,490,884

The financial modelling/feasibility assessment has been undertaken for 3 revenue scenarios as follow and based

on a review of current commercial rents in Mount Gambier, the Limestone Coast and other SA regions:
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e Best Case — 90% occupancy @ $350 per m? p.a.
e Expected Case — 80% occupancy @ $300 per m? p.a.
e  Worst Case — 70% occupancy @ $250 per m? p.a.

All 3 scenarios assume that, in addition to rent, total operating costs are recovered from tenants on a pro rata
basis. The cost estimations have been developed from expected operating costs from similar medical centres in
South Australia. In addition to the general expenses, staffing cost estimates based on health industry standards
have been used along with the agreed enterprise bargaining agreement between SA Health and the Nursing and
Midwifery Federation. This agreement provides for 3.5 nurses per operating theatre, with an additional 2 nurses
in the recovery room. Staff costs have been assessed using worst case highest level wage rates for these nurses.

Total annual operating costs have been estimated to be $1,298,700 per annum as detailed below?:

Item Estimated Annual Cost
Accounting/book keeping $7,000
I.T.Webpage $2,000
Bank charges $200
Maintenance and Garden costs $5,000
Insurance - House & Contents $5,000
Light /Power $15,000
Office expenses $1,000
Rates /taxes $10,000
Water $2,000
Repairs & Maintenance $10,000
Security $2,000
Video security $5,000
Superannuation $109,500
Telephone $10,000
Facility Manager $60,000
Shared Receptionist $35,000
Director of Nursing/Staff $1,000,000
Miscellaneous/Compliance Costs $20,000
Total $1,298,700

Based on the above, the financial modelling produces the following results for each scenario. Note that no
provision is made at this stage for equity, grant or loan funding in order to test the funding requirements under

each scenario.

11t is assumed that cleaning costs will be the responsibility of individual tenants and/or shared on a pro rate basis
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Best Case Scenario

Twenty Year NPV and IRR Calculations

20 Year NPV Year 1 Year 2 Year 3 Year 4
Property Purchase SO SO SO S0
Capital Costs - Construction -$5,490,884 S0 S0 S0
Plus Council Grant/Loan Funding S0 SO S0 S0
Plus Federal Government Grant Funding S0 S0 S0 S0
Plus SA Government Grant Funding S0 S0 S0 S0
Plus Appeal Donations/Funding S0 S0 S0 S0
Plus Income S0 $1,740,015 $1,740,015 $1,740,015
Operational Expenses S0 -$1,298,700  -$1,298,700  -$1,298,700
NET CASH FLOW -$5,490,884 $441,315 $441,315 $441,315
Cumulative Cash Flow -$5,490,884  -$5,049,569 -$4,608,254  -$4,166,939
20 YEAR NPV $1,732,246
20 Year IRR 4.65%
Expected Case Scenario
Twenty Year NPV and IRR Calculations

20 Year NPV Year 1 Year 2 Year 3 Year 4
Property Purchase SO SO SO S0
Capital Costs - Construction -$5,490,884 S0 S0 SO
Plus Council Grant/Loan Funding S0 SO S0 S0
Plus Federal Government Grant Funding S0 S0 S0 S0
Plus SA Government Grant Funding S0 SO SO S0
Plus Appeal Donations/Funding $0 $0 $0 $0
Plus Income S0 $1,634,940 $1,634,940 $1,634,940
Operational Expenses S0 -$1,298,700  -$1,298,700  -$1,298,700
NET CASH FLOW -$5,490,884 $336,240 $336,240 $336,240
Cumulative Cash Flow -$5,490,884  -$5,154,644 -$4,818,404  -$4,482,164
20 YEAR NPV $31,774
20 Year IRR 1.56%
Worst Case Scenario
Twenty Year NPV and IRR Calculations

20 Year NPV Year 1 Year 2 Year 3 Year 4
Property Purchase S0 S0 S0 S0
Capital Costs - Construction -$5,490,884 S0 S0 S0
Plus Council Grant/Loan Funding S0 S0 S0 S0
Plus Federal Government Grant Funding S0 S0 S0 S0
Plus SA Government Grant Funding SO SO SO S0
Plus Appeal Donations/Funding S0 $0 $0 S0
Plus Income S0 $1,543,875 $1,543,875 $1,543,875
Operational Expenses S0 -$1,298,700  -$1,298,700  -$1,298,700
NET CASH FLOW -$5,490,884 $245,175 $245,175 $245,175
Cumulative Cash Flow -$5,490,884  -$5,245,709 -$5,000,534  -$4,755,359
20 YEAR NPV -$1,441,969
20 Year IRR -1.59%
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In summary:

e All 3 scenarios have an upfront capital requirement of $5.49 million exclusive of government grants

and other capital funding sources.

e The 3 scenarios have the following financial results based on the alternative revenue scenarios:

Scenario 20 Year NPV ‘ 20 Year IRR
Best Case $1,732,246 4.65%
Expected Case $31,774 1.56%
Worst Case -$1,441,969 -1.59%

e In asettled period (i.e. from Year 2 onward), the modelling projects the following annual surpluses
without an ongoing requirement for government grants or other funding. Note that no allowance has

been made for depreciation of assets.

Best Case $441,315
Expected Case $336,240
Worst Case $245,175

It should be noted that the above feasibility results are most sensitive to the receipt of government grants and
other capital funding not included in the modelling in order to establish the upfront funding requirements for

each scenario.

The results of the feasibility assessment indicate the potential for a profitable project over time with positive
annual cash flows from rental income supporting positive NPVs and IRRs for the expected and best cases. These

returns could be improved substantially with supporting grant funding at project commencement.

Mount Gambier Private Hospital — Day Surgery Feasibility Study Page |34





ASIOAUSTRALIS

8.0 Summary and Recommendations

The specific objective of this project was to assess the feasibility of establishing a private Day Surgery at a
preferred site in Mount Gambier. At the commencement of the Feasibility Study it was agreed with MGPH that
the project needed to take into consideration the opportunities and constraints associated with all key

stakeholders including, for example:

e The Mount Gambier Private Hospital
e The Mount Gambier Council
e Specialist Service Providers — existing in the region plus potential new providers

e Other Potential Service Providers/Tenants

The feasibility study is therefore a combination of a market demand study, and a financial analysis to provide
potential funders/investors with knowledge of both the environment in which the project exists and the

expected return on investment to be derived from the project.

Stakeholder consultation undertaken for this study provides evidence of significant commercial interest in the
utilisation (tenancy or hire) of a new Day Surgery in Mount Gambier. The demographic analysis, literature
review and hospital data analysis also undertaken for this study supported sufficient market demand for a

financial feasibility assessment.

The stakeholder consultation was also used to develop specifications and a Concept Plan for feasibility
assessment. The Concept Plan, prepared by MasterPlan and detailed in this report, has the flexibility to be
refined over time as the project progresses from feasibility to full business planning. Importantly, stakeholders
indicated a preference for independent private ownership of any new Private Day Surgery and that it be
established in collaboration with the existing private hospital, or a new private hospital, as there will be a

requirement for quick access to overnight hospital accommodation in the event of emergencies.

Based on the concept plan and above specifications, the financial feasibility of the Day Surgery has been
assessed for the following 3 revenue scenarios based on a review of current commercial rents in Mount

Gambier, the Limestone Coast and other SA regions:

e Best Case — 90% occupancy @ $350 per m? p.a.
e Expected Case — 80% occupancy @ $300 per m? p.a.

e  Worst Case — 70% occupancy @ $250 per m? p.a.
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Construction costs for the Day Surgery, exclusive of government grants and other capital funding sources, are

estimated to be $5.49 million based on Rider Levett Bucknall Digest Data.

All 3 scenarios assume that, in addition to rent, total operating costs are recovered from tenants on a pro rata
basis. The cost estimations have been developed from expected operating costs from similar medical centres in
South Australia. In addition to the general expenses, staffing cost estimates based on health industry standards
have been used along with the agreed enterprise bargaining agreement between SA Health and the Nursing and
Midwifery Federation. This agreement provides for 3.5 nurses per operating theatre, with an additional 2 nurses
in the recovery room. Staff costs have been assessed using worst case highest level wage rates for these nurses.

Total annual operating costs have been estimated to be $1,298,700 per annum.

In summary:

e The 3 scenarios have the following financial results based on the alternative revenue scenarios:

Scenario 20 Year NPV 20 Year IRR

Best Case $1,732,246 4.65%
Expected Case $31,774 1.56%
Worst Case -$1,441,969 -1.59%

e In asettled period (i.e. from Year 2 onward), the modelling projects the following annual surpluses
without an ongoing requirement for government grants or other funding. Note that no allowance has

been made for depreciation of assets.

Scenario Ongoing Per Annum Surplus

Best Case $441,315
Expected Case $336,240
Worst Case $245,175

It should be noted that the above feasibility results are most sensitive to the receipt of government grants and
other capital funding not included in the modelling in order to establish the upfront funding requirements for

each scenario.

The results of the feasibility assessment indicate the potential for a profitable project over time with positive
annual cash flows from rental income supporting positive NPVs and IRRs for the expected and best cases. These

returns could be improved substantially with supporting grant funding at project commencement.
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Finally, AsiaAustralis consulted many organisations during the preparation of this feasibility study in order to
identify potential sites and investors for the project. Many sites were inspected with consultation indicating a
strong preference for a site at or in close proximity to the existing public and private hospitals. It is therefore
recommended that negotiations commence with the major site land holders, LCLHN and Flinders University, to
secure 3,000 square metres at the existing site for a future private day surgery. Three potential
investors/operators were identified during the feasibility study including the Calvary Group, Cura Group and
local developer Vince Versace. All were provided with project information and preliminary feasibility results.
AsiaAustralis has maintained ongoing discussions with these groups and it is recommended that Mount
Gambier Private Hospital continue these discussions and, if appropriate, furnish them with the results of this
feasibility study to facilitate future negotiations. Confidential contact and discussion details have been supplied

to the Mount Gambier Private Hospital under separate cover.

Upon selection of a preferred site and with developer/operator interest, it is recommended that MGPH
progress to detailed design and Business Plan preparation including detailed costing (construction and
operations), confirmation of the potential tenants/users, their space and resource requirements and rent/hire

rate expectations.
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