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For more ﬁ
thousands of ever
\ L l% 1
anged and our business
has evolved, an overwhelming number of
our clients continue to trust us with their

commercial property investments.

property, and thou

If you've sat down with any of our agents
across Australia, from our directors right down
to our newest additions, you’ll know what
we’re talking about. We tell it like it is, we’re
partial to a bit of banter, and at the end of the
day we love what we do. We’re ‘real’, and we
want to make a difference in people’s hves
through property. i

i~

All of our directors have a financial stake

in the business, meaning that they are *
directly invested in every single decision

or representation they make on behalf of

our clients. It’s this unmatched care and
dedication, coupled with decades of industry
experience, that makes Burgess Rawson the
best in the commercial property business.

..:i‘l -

S Rawson

With offices in Brisbane, Canberra,
Melbourne, Perth and Sydney, we are a
i etwork of dedicated property
ffering local expertise in
h our extensive regional
s. Our reach also extends
offices and agents in Asia.

in

Asgstralia" st privately owned
commercial real estate company, we’re

also incredibly oroud of our track record,

and success 1Q elivering results. With the
strength and reach of a national group but the
intimate mar r@t wledge, client care and
attention to de a local agency, it’s no
secret why we\rg rst choice for vendors
and investors at all levels, from multinational
corporations ne ‘mum and dad’ entry

ing 86% client retention rate
show. ors and investors turn to us
time and time again as their trusted agents
and consultants

indust




CHILDCARE INDUSTRY INSIGHTS

Market Leaders
for a Decade

As the market leader in the childcare/early
education sector, having sold more childcare/
early learning centres than any other agency,
Burgess Rawson brings a unique perspective
to market trends and activity.

This report provides an overview of the
asset class’ performance across 10 years,
including a market analysis, an overview of
Government funding and a summary of the
market’s outlook.

In June 2020, Burgess Rawson surpassed
an incredible milestone - $1 billion in childcare
freehold investment sales nationally.

Burgess Rawson data shows that over the
10 years, yield compression was 46.8%
across Australia. New South Wales had the
highest yield compression with 87%. The
average sale price of an early learning centre
was $2,077,000 in FY 2011/12, which has
since grown to $4,171,857 in FY 2019/20.

Despite the impact of COVID-19 during

the last quarter, this sector has remained
resilient, afirming that the long-term
stability of the early learning sector is critical
in these uncertain times. Bipartisan federal
government support has always been a
critical driver of this industry.

Average
Metro yield

v

Average sale value

(S millions)
i)
il

Burgess Rawson
Childcare Sales
since 2010

The Australian Government sent a

clear message to the business community

at the beginning of the COVID-19 pandemic, ﬁ
stating that ‘big business’ would not receive a —
financial lifeline. Despite the early learning sector

having several over $50m operators, support was 3 2 Average rental Avergge number
immediately provided with the Early Childhood Total nuMber per place of childcare places
Education and Care Relief Package which provided P erles (S thousands) per property

fee-free childcare for families. Around one million {
ﬁﬁ
W

families received the assistance, totalling more than @ !

$1.6 billion'. In addition, the sector’s workforce of @é}
200,000 received more than $1 billion through the
Government’s new JobKeeper payment!. The size S 1 O 2

of this commitment demonstrates how essential _
the early learning sector is to our economy. ’ ’ b| | | 10N

Total volume
Adam Thomas of sales

Director, Melbourne
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Key Trends

The chart below of Burgess Rawson’s average sale price and average yield
in each financial year, divided into regional and metropolitan locations.

Reaching the milestone of $1 billion over 328 centres
across Australia places Burgess Rawson in a unique

pOSitiOIl to analyse investment trends. - Regional Sale Price Regional Sale Yield Metro Sale Price Metro Sale Yield
S5M 8%
Key trends over the 10 years include: 259
$4M . (-]
. . . A

+ Average centre size has remained relatively stable, between i .

82 and 101 places. ' I 6.5%
o . $2M - 6%
+ There was a substantial increase in operators throughout 2014 559
leading to a diverse range of tenants. This consolidated in 2017 S1M -
onwards, in part, as operators looked to economies of scale. -
0 4.5%

Yields have compressed across both regional and metro areas.
Metro yields in key capital cities of Sydney and Melbourne have
compressed by 53.4% to an average of 5.39%. Whilst regional
yields in NSW and Victoria compressed 31% over the same
period. The lower quantum of investment for a regional property
has opened investment up to a large consumer base, whilst still
benefiting from the increased daily fees and compressed yields.

FY13/14
FY14 /15
FY15/16
FY16 /17
FY17/18
FY18/19
FY19 /20

Average number of places and average rental, Australia-wide
Rents have increased across Australia, the average rent per place in over the last 7 years.

2015 was $2,002 as compared to average rents of $2,864 in 2019/20.
This is a 30% increase in the last four years across Australia.

Rental S p.a. per place Number of places
As appetite for investment increased, so did the locations in which
. . . . . $4K 200
we sold centres with the first centre in Western Australia selling in
the 2014/15 financial year. Since the first sale, the average price per
place has increased 54% to $3,816.69. $2K 100

Western Australia has seen exponential growth. Burgess Rawson
has leased nine early learning centres, equating to 792 new places 0 0
to meet growing demand. WA VIC TAS SA QLD NT NSW ACT
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G8 as a tenant has been a
favourite of the industry, in
the last four years an average
of 25% of the centres sold
were tenanted by G8.

Regional areas have been
popular for investors at lower
price points.

These areas have performed
impressively where in 2010
the average sale price was
$2M this has increased to
$3.24 in 2019/2020.

Childcare freeholds remained
accessible to a range of
investors due to long leases,
strong returns and a wide
range of entry points.

In addition, long leases

have been a favourite for
investment funds looking for
set and forget investments.

Michael Vanstone
Associate Director, NSW
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Fundamentals of
Childcare Investment

Five key factors have contributed to the remarkable
growth of this investment sector:

The childcare industry has enjoyed bipartisan support for many years.

]. The economic return of workforce participation far outweighs the cost to assist in
childcare funding. COVID-19 has reiterated the importance Government places
on this sector with some of the earliest specialist assistance packages directed
to the industry. From 2 April 2020, the Federal Government announced the Early
Childhood Education and Care Relief Package which provided fee-free childcare for
families. The Child Care Subsidy (CCS) and Additional Child Care Subsidy (ACCS)
recommenced from 13 July, along with a range of new measures to support the
sector and its families through the transition, including a relaxed activity test
for families and a new Transition Payment for providers.?

2 The continued low cost of money in what is a relatively stable economic and political

environment has led to unprecedented yield compression for quality assets.

3 Childcare property investment is realistically attainable across
a greater cross-section of the commercial investor
community than any other market sector.

4 Robust landlord-friendly lease terms,
including blanket recovery of
landlord expenses.

5 Long leases with annual fixed growth.

10 3 Department of Education, Skills and Employment

BURGESS RAWSON

Childcare Freehold Sales

National childcare/early learning sales by Burgess Rawson,
totaling over $1 billion, during the past 10 years.

$208.1 million
73 properties

NORTHERN TERRITORY

$9 million
2 properties

NEW SOUTH WALES

$330.15 million
125 properties

SOUTH AUSTRALIA

[
$37.55 million
12 properties

$13.17 million
3 properties

WESTERN AUSTRALIA
$29.15 million $398.86 million
8 properties 103 properties $3.03 million

2 properties

11



CHILDCARE INDUSTRY INSIGHTS

L e

e Y |

Industry Drivers

In the last 10 years, the Government has
increasingly supported the childcare
industry as a critical driver of workforce
participation. The return on investment for
the Government has long been measured
and acknowledged. In the last five years,
there has been an average 2.2% growth of
female participation in the workforce.

In 2019/2020, approximately 1.3 million
children were accessing some form of
funded early learning education as part
of the $11.2 billion industry. The industry
comprises mainly of LDC providers,
representing 61.5%.

The cost of alternatives to LDC are
prohibitive. With very little and legislated
funding, for most parents it is not a
viable alternative.

COVID has changed the landscape and
projected higher unemployment may

affect childcare, however, history tells

us that there is great willingness by

both sides of Government to protect and
ensure childcare/early learning services.
The industry-specific 3-step framework
delivered in May 2020 to support childcare
illustrates this commitment.

During COVID, occupancy rates have
fallen, with the industry challenges
concerning revenue decline widely
publicised. However, it is important to
note that during the pandemic childcare
received 50% of fees based on a February
reference period, plus JobKeeper. For
many providers, this resulted in a net
profit increase, regardless of the income
decline. Post COVID forecasting continues
to predict an overall industry growth over
the next five years of 2.2% to $12.4bn.

BURGESS RAWSON

teﬂs us that there
7illingness by both
es of Government to

protectiand ensure childcare/
eaﬂ'{r 1&rn1ng services. , ,

.

<

Guy Ran\deu

Managmg D1rec'.tar Canberra

by A\
A\

Consolidation of operators looking for
economies of scale have increased
services in the Long Day care space.

This is clearly illustrated by the increase
in preschool programs in LDC centres.

Of the 303,400 four and five year olds in
preschool, 55.4% attended a LDC centre
rather than a preschool program. This has
lengthened the average attendance period
by children in LDC centres with 9.3% of
attendees aged 5.

12

ibisworld
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Government
Funding

July 2019 - January 2020

For the first half of the 2019/20 year, the
Australian Government continued the
means-tested Child Care Subsidy (CCS)
which was introduced in July 2018. The
introduction of the CCS was the most
significant change to the early childhood and
care system in 40 years' and aimed to:

+ Simplify the way that families were given
assistance in paying for childcare; and

+ Signal the ongoing commitment of
Government to accessible and affordable
early education, particularly for lower
income working families.

The subsidy is the main way that
Government assists families with their
childcare fees, which is paid directly to the
childcare provider and passed on to families.

In the December 2019 quarter, the total
number of children attending Long Day
Care (LDC) services reached a new

record according to Government reports?.
Enrolments reached 797,760, up 3.6% on the
same period last year, and 2.1% higher than
the previous record attendance recorded in
the second quarter of 2019, with the average
weekly hours spent in care at 29.8, up 1%
from the previous year.

The number of families using care also saw
another large jump, continuing a trend that
has been in place since the introduction of
the CCS.

As well as the continued growth in LDC
demand, other highlights included:

+ Entitlement spending in excess of $2bn
for the second consecutive quarter;

+ Fee increases at the higher end of the last
three-year range; and

+ An increase in the number of children
accessing additional child care subsidy
(ACCS) for the fifth consecutive quarter,
to levels last seen prior to the CCS
being introduced.

Overall, the Australian Government was
expected to provide $8.3 billion in 2019-20
and $8.6 billion in childcare fee assistance
in 2020-21 through the CCS, although these
figures may differ following the outbreak

of COVID-19

In the 2019/20 Federal Budget, the Australian
Government committed $450 million to
extend the National Partnership on Universal
Access to Early Childhood Education to

the end of 2020, ensuring as many children
as possible can participate in 600 hours of
quality preschool (or kindergarten) in the
year before school'.

In response to the COVID-19 pandemic, and its
impact on childcare enrollments and attendance,
the Australian Government introduced the Early
Childhood Education and Care Relief Package
(ECEC). In a first for the industry, the package
included fee-free childcare for families. The
changes took effect on 6 April 2020 and was
extended until 12 July to continue to keep services
viable and to provide care for families of essential
workers and vulnerable children*. The ECEC was
an additional $1.6billion of funding to the sector
and one of the earliest industry specific packages.

From 13 July 2020, CCS and ACCS arrangements
will return with an additional Transition Payment,
instead of the JobKeeper payment. The Transition
Payment is 25% of fee revenue or the existing
hourly rate cap, whichever is lower, in the relevant
reference period that has been used during the
Relief Package.

In addition, the activity test requirements will be
eased from 13 July 2020 for 12 weeks, for families
impacted by COVID-19, and who can no longer
access the same number of hours as before.

BURGESS RAWSON
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1 Education Department
2 The Sector

3 IBISWorld

4 Parliament of Australia

17



CHILDCARE INDUSTRY INSIGHTS BURGESS RAWSON

Sales Highlights

G e 5 o

STORY HOUSE EARLY LEARNING GREEN LEAVES NIDO EARLY LEARNING HONEY BEARS EARLY LEARNING
Black Rock VIC - Ashgrove QLD - Padbury WA - Sylvania NSW

Sale Price Yield .~ Sale Price Yield . Sale Price Yield ~ Sale Price Yield

© $5,055,000 @ 5.05% @ 54,500,000 @ 5.09% @ 54605000 @ 6.48%  ©$3200,000 @ 5.25%

FOUNDATION EARLY LEARNING PAISLEY PARK EARLY LEARNING IMAGINE CHILDCARE & KINDERGARTEN G8 EDUCATION

Casey ACT . Mt Barker SA . Werribee VIC - Middleton Grange NSW

Sale Price Yield . Sale Price Yield .~ Sale Price Yield ~ Sale Price Yield

© $6,450,000 @ 5.40% . © 56,700,000 @ 6.34% . © 55702000 @ 5.86% . © 53025000 @ 355%
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With offices across Australia,
Burgess Rawson has a truly
national understanding and
unparalleled collective expertise.

AUSTRALIAN CAPITAL TERRITORY NEW SOUTH WALES
T 0261529113 T 0292326288
A Unit 152, Level 1, 41 Eastlake Parade A Level 18, 15 Castlereagh Street
Kingston ACT 2604 Sydney NSW 2000
E canberra@burgessrawson.com.au E sydney@burgessrawson.com.au
QUEENSLAND/NORTHERN TERRITORY VICTORIA/TASMANIA/SOUTH AUSTRALIA
T 0732203611 T 039613 0400
A Level 24, 324 Queen Street A Level 7, 140 Bourke Street
Brisbane QLD 4000 Melbourne VIC 3000
E brisbane@burgessrawson.com.au E melbourne@burgessrawson.com.au

WESTERN AUSTRALIA

T 0892880288

A Level 10, 225 St Georges Terrace
Perth WA 6000

E perth@burgessrawson.com.au

Australia’s Property People
burgessrawson.com.au



