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Acknowledgement of Country

NAB recognises Aboriginal and Torres Strait
Islander peoples as Australia’s First Peoples, and
the Traditional Custodians of the land where we
live and work. We pay our respects to their Elders,
past, present and emerging, and we're proud to
live in a country which is home to the world’s
oldest living cultures.
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Disclaimers

This presentation prepared by PricewaterhouseCoopers (“PwC”), comments, in summary, on general aspects of a financial statement and
childcare benchmarks observed in the industry. The contents of this presentation are general in nature and should not be relied upon by any party.
The information and benchmarks contained in these slides do not purport to be a complete analysis of all financial literacy or benchmarking
requirements for a childcare operator and it should not be a substitute for advice from an appropriate professional adviser having regard to your
individual circumstances. We encourage the NAB customers to obtain their own professional advice on the based on their own specific
circumstances.

We do not accept any responsibility for losses occasioned to NAB or to any other party as a result of the circulation, reproduction or use of our
final or draft report contrary to the provisions of this paragraph.

To persons receiving this document in Australia:

The information contained in this document does not constitute "financial product advice" within the meaning of the Corporations Act 2001 (Cth)
(“Corporations Act”). The PricewaterhouseCoopers partnership which is providing this advice is not licensed to provide financial product advice
under the Corporations Act. To the extent that this document contains any information about a "financial product” within the meaning of the
Corporations Act, taxation is only one of the matters that must be considered when making a decision about the relevant financial product. This
material has been prepared for general circulation and does not take into account the objectives, financial situation or needs of any recipient.
Accordingly, any recipient should, before acting on this material, consider taking advice from a person who is licensed to provide financial product
advice under the Corporations Act. Any recipient should, before acting on this material, also consider the appropriateness of this material having
regard to their objectives, financial situation and needs and consider obtaining independent financial advice. If this material relates to the
acquisition or possible acquisition of a particular financial product, a recipient in Australia should obtain any relevant disclosure document prepared
in respect of that product and consider that document before making any decision about whether to acquire the product.
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Reading your financial
statements




01 - Reading your financial statements

BALANCE SHEET Aug 2021
ASSETS
Cash & Equivalents
Bank Account - Big 4 Bank $433,777
Assets -
Pay&Go Mastercard $694 : Cash &
Things of Cash
Cash On Hand $100 value that @ —_ Equivalents
you own
Total Cash & Equivalents $434,572 =

Accounts Receivable

Accounts Receivable $59,343
Other Current Assets
Prepayments
Lease Security Bond $§220,242

Prepayments $44,474 Lease

Total Other Current Assets $264,716 Security
Bonds

Total Current Assets $758,631
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01 - Reading your financial statements

Fixed Assets
Classroom Equipment $102,563 Fixed Assets
Centre Setup and Fitout $90,000
Kitchen Equipment $11,681
Leasehold Improvements 37,605
Qutdoor Equipment $44,156
Computer and Office Equipment $10,637
Staff Eguipment $3,875
Total Fixed Assets $270.517
Investments or Other Non-Current Assets
Borrowing Costs $4,405
Loan - Number 5 $78,878
Total Investments or Other Non-Current Assets $83.,283
Total Non-Current Assets $353,800

Total Assets $1,112,431
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01 - Reading your financial statements

LIABILITIES

Accounts Payable

Accounts Payable $177,619
Other Current Liabilities

Accruals $24,018

Tax Liabilities -§15,707

Employee Liabilitites $120,082

Other $0

Childcare Bonds $120,247
Total Other Current Liabilities $248,639
Total Current Liabilities $426,259

PwC

Liabilities -
Things you owe

Childcare
Bonds

A,A
] =

Employee
y
Liabilities

Tax
Liabilities

Accounts
Payable
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01 - Reading your financial statements

Long Term Debt

Equity
Equity is the value that would be
returned to shareholders if all assets

Total Non-Current Liabilities $1,680 were sold (and converted into cash),
and all liabilities were paid

Provision for Long Service Leave (NCL) $1,680

Total Liabilities $427,939

EQUITY

Retained Earnings

Retained Earnings §536,560

Current Earnings

Current Year Earnings $147,832
Other Equity
: Current Year .
Shareholder Capital $100 Earnings Retained
TOtaI EqUity 5684'492 Net profit or loss of the business from Earn i n gs
the current financial year (the This is the accumulated net profit or
Total Liabilities & Equity $1,112,431 financial year is normally the 1 July loss of the business over time (from

to 30 June) the previous financial years)
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01 - Reading your financial statements

PROFIT & LOSS Aug 2021
Revenue

Childcare Revenue $285,457

Other Childcare Revenue $44,238
Total Revenue $329,695
Cost of Sales

Childcare Operations $12,978

Merchant Costs $968
Total Cost of Sales $13,946
Gross Profit Before Depreciation $315,749

PwC

Childcare revenue is what
you charge for each
enrollment (irrespective
how you get paid - CCS,
GAP etc)




01 - Reading your financial statements

Expenses
Marketing $337
Administration $20,513
Property Costs $38,580
Employee Costs $168,456
Repairs and Maintenance $3,751
IT & Communications $1,701

Total Expenses $233,338

Operating Profit Before Depn & Amort. $82,411
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01 - Reading your financial statements

Other Income

COVID19 Kindergarten Support $1,500
. . . . EBITDA
Wage Subsidy - Supporting Apprentices and Trainees $9.,416 =5 m
EBITDA $93,327
EBITDA Net Income
Total Depreciation & Amortisation $2,749 (Earnings before
interest, tax,
Earnings Before Interest & Tax $90,578 depreciation and EBITDA less
amortisation) depreciation,
Interest Expenses amortisation, interest
Revenue less Cost of and tax
Interest Expense $172 goods sold less
expenses plus other
Earnings Before Tax $90,406 income
Net Income $90,406

pwec
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01 - Reading your financial statements

Cash Accounting

Revenue is reported on the income statement only
when cash is received. Expenses are only recorded
when cash is paid out.

Accrual Accounting

Revenue is reported when a product or service is
delivered to a customer with the expectation that
money will be paid in the future. Expenses of goods
and services are recorded despite no cash being

paid out yet for those expenses.
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01 - Budgeting

What is a budget Key Purpose
e Abudget is an outline of business revenue e Keeps business financial goals on track.
and expenditure for a certain period. e Helps a business assess its capacity to
e Early childhood education businesses rely take on debt.

heayily ona well _thought out bquet to e Prepare a business for emergencies and
achieve their desired growth trajectory.

e Aclear budget will show the business unforeseen events. _ _
revenue sources and expenses, both fixed e Abudget helps a business keep spending

and variable. under control.

e Abudgetis a simple but effective tool that
will show at a glance whether a business is
operating within its means. & =

N
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01 - Cash flow forecasting

What is a cash flow forecasting?

PwC

Cash flow forecasting involves estimating
your future sales and expenses.

Being able to forecast your cash flow is
essential as it will tell you if you'll have
enough cash to run the business, pay your
bills and your staff.

It will help you to understand when you’re
going to run out of money so you can
prepare ahead of time.

Perhaps it will show that you need to cut
overheads, find new investment or spend
time increasing occupancy.

e On the flip side, you might be doing well,
and you’re considering expanding into new
markets, investing in new centre
equipment, taking on bigger premises, or
recruiting new staff.

e Having accurate cash flow projections will
help you see if you can afford to take the
plunge.

Take it to the next level and consider preparing a
3-way forecast.

j

pwec






#

02 - Financial key performance indicators

What is a financial key
performance indicator (KPI1)?

Financial KPls are metrics which organisations
use to track, measure, and analyse the
financial health of their business.

What is benchmarking?

Benchmarking is the process of comparing
business practices and performance metrics to
industry best practice.




02 - Financial key performance indicators

PwC

@®

OCCUPANCY

How many spaces are
being utilised?

&

EBIT / REVENUE

Earnings before interest
and tax in comparison to
total revenue

N4

WAGES / REVENUE

Total salary and wage
cost in comparison to
revenue

RENT / REVENUE

Total rent costs in
comparison to total
revenue
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02 - Financial key performance indicators

o O
‘ ® T
OCCUPANCY EBIT / REVENUE
Benchmark = 80% Benchmark = 6% -
15%
Enrolments Net profit (before interest and tax)
Total number of approved places Total revenue
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02 - Financial key performance indicators

PwC
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WAGES / REVENUE

Benchmark = 59%

Total salary and wages

Total revenue

RENT / REVENUE

Benchmark = 9.2%
-12%

Total rent costs

Total revenue
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03 - Financial techniques for success

Techniques for success

Strategic Updated Forecasting Complying Accessing

plan & goals financial your cash with government
information flow government grants
regulations

Determining Having Forecasting and The childcare The sector is
your strategic updated, planning your and early strongly
plan and accurate and cashflow an education sector supported by the
setting your regular appropriate is heavily government, thus
goals which financial period (6 weeks regulated, thus timely financial
guides your information to - 6+ months) for complying with information and
day-to-day help guide you known issues government up to date
actions in make (lockdown regulations is lodgements with
your decisions in easing, school paramount. the government
business. your business. holidays, public will ensure less

holidays etc).

delays in
accessing critical
gov't grants.



03 - Financial techniques for success

RESULT TREND Importance
n CHILDCARE KPIs Aug 2022 Jul 2022 vs JUL 2022
Occupancy (Total no. of places) 3,550 2,840 A 710 Low
Actual Occupancy 2,670 2,221 A 449 High
Occupancy % 75% 78% v -3% Critical
Revenue per Place (total number of places) 80 106 v -25 Medium
Revenue per actual places 107 135 v -28 High
Rent per Child (number of places in centre)* 10 13 v -3 Medium
Payroll Costs to Revenue%* 50% 53% v -4% Critical
Employee Costs to Revenue%* 51% 55% v -4% High
Rent to Revenue %* 1% 1% v 0% High
EBIT to Revenue % 27% 18% A 9% High
EBITDA $93,327 $60,197 A 55% Low
['B PROFITABILITY
Total Revenue $329,695 $315,531 A 5% Critical
Profitability Ratio 27.47% 18.25% A 9.22% Critical
CASH FLOW
Cash on Hand $434,572 $405,835 A 7% Medium
& crOWTH
Revenue Growth 4.49% -6.11% A 10.60% Critical
EBIT Growth 57.26% 102.54% v -45.29% High

PwC
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04 - Common mistakes

Lack of timely financial information (processing not kept up to date)

®

Poor quality of financial information

Confusing the concept of revenue and profit and not understanding what drives profit

Not reviewing current financial information in a timely manner and therefore making decisions based on historical and
outdated information

@ || HE

No access to benchmarking information so don't really understand what to strive towards or what is industry norm is

used, actually do not understand the childcare system, especially Child Care Subsidy (CCS), Additional Child Care
Subsidy (ACCS), Inclusion Support, Waiver of Gap Fees, clawback of CCS/ACCS _L

Over-reliance of the use of their accountants to advise their financial state. Accountants, not always, but most who are %T Fj,

>
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PwC - Your contacts

Tamara
Brown

Tamara is a Partner in PwC'’s Private Clients
practice with 20 years experience working
with privately owned groups to help them
grow and realise value.

In recent years, Tamara has led the firm’s
childcare practice - presenting at many key
child care seminars with respect to strategy,
growth and benchmarking as well personally
acting for a number of childcare groups
across Australia.

Relationship and
Consulting Partner

M: +61 414 844 609
E: tamara.brown@pwc.com

Jad
Dixon

Jade has over 15 years experience from time
in industry and as a Partner in PwC Private
Clients. During her time in industry, Jade was
CFO for a private equity backed group with
investments in both property and hospitality
assets. Jade now leads the Australian Firm's
Outsourced CFO team bringing extensive
commercial experience and technical
knowledge to the team. Jade currently
provides outsourced accounting and taxation
services to a number of clients including

National Lead childcare and and not-for-profits.
Partner - Optimise

M: +61 466 211 184
E: jade.dixon@pwc.com

PwC

Chris
Chaing

Director -
Private Clients

Chris is a Director in PwC’s Private Clients
practice with over 11 years experience in
providing business and tax advisory services
to privately owned businesses, their owners
and their family. This includes business
structuring, tax due diligence, tax consulting,
business advisory, tax controversy and tax
compliance.

Chris has experience working with large
multi-centre child care groups, through to
single centre Approved Providers, assisting
with their structuring, tax planning and tax
compliance.

M: +61 431 787 378
E: chris.chaing@pwc.com

To request a half-hour catch
up with us, please click here
or scan the QR code:

Privacy Statement

By submitting your contact details, you acknowledge that you
have read the Privacy Statement and that you consent to our
processing data in accordance with the Privacy Statement
(including international transfers). If you change your mind at any
time about wishing to receive the information from us, you can

send us an email message using the Contact Us page. 28



https://forms.gle/bL47o9kZCnw2nJCXA
https://www.pwc.com.au/contact-us/privacy-policy.html
https://www.pwc.com.au/content/pwc/content/pwc/global/forms/contactUsNew.html?parentPagePath=/content/pwc/au/en/contact-us&style=pwc&territory=au

NAB Childcare Sector Contacts

Mark Hamilton

Director, Early Education
Melbourne, Victoria

M: 0475 833 484

E: Mark.Hamilton@nab.com.au

Hung Ngo

Associate Director, Early Education
Melbourne, Victoria

M: 0452 077 824

E: Hung.C.Ngo@nab.com.au

Jeffrey Ong

Associate Director, Early Education
Sydney, New South Wales

M: 0477 383 527

E: Jeffrey.Ong@nab.com.au

PwC
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Matthew McKinnon

Associate Director, Early Education
Brisbane, Queensland

M: 0455 069 053

E: Matthew.H.McKinnon@nab.com.au

Matthew Smoje

Director, Education & Community
Perth, Western Australia

M: 0477 729 115

E: Matthew.Smoje@nab.com.au

Mark Stansborough

Associate Director, Education & Community
Adelaide, South Australia

M: 0418 803 467

E: Matthew.Smoje@nab.com.au
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© 2023 PricewaterhouseCoopers. All rights reserved. PwWC refers to the Australia member firm, and may sometimes refer to the PwC network. Each member firm is a
separate legal entity. Please see www.pwc.com/structure for further details. This presentation contains information that is proprietary and confidential to
PricewaterhouseCoopers. Any disclosure in whole or in part of this information without the express written permission of PricewaterhouseCoopers is prohibited. We accept
no duty of care to you or any third parties and will not be responsible for any loss suffered by you or any third party in connection with or reliance upon the information in this
presentation. This presentation provides general information and is not intended to constitute tax, legal, financial services or planning advice and should not be relied upon
by you without consulting a professional advisor based on your individual circumstances. The information in this presentation is not and was not intended or written by
PricewaterhouseCoopers to be used, and it cannot be used, for the purpose of avoiding penalties that may be imposed on you by the Australian Tax Office.

Liability limited by a scheme approved under Professional Standards Legislation.
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