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Today’s Session Expectations

« Who is in the audience today

e Business Owners

e Business Managers

» Corporate Employees
* Anyone Else

e Session Is focused on owner operators who are
considering selling in the near future



Session QOutline

e Preparing your business for
sale

« Sales plan

 Current Market
conditions

 What is your business worth?

« Key value differentiators
e Current market values

 The sales process what and
who is involved

e Questions



Maximising the sales price of your
business

e The key to maximising the
sales price of your business
IS to prepare your business
for sale

* You can control your
business, you cant control the
market



Sales Plan should include:

Implementing a management structure so
the business can run without the owner

Sales timeframe i.e. when do you want to
exit your business

Consideration of selling the business or
the land and buildings as well?

Appointing advisors



Sales Plan should include:

« A plan to maximise sustainable
profitability
* Increase occupancy rates
 Manage staff costs

 Remove private spending from the
business

* Expansion opportunities
e OQutsourced services
o Additional facilities



Sales Plan should include:

« Consider getting a valuation at the start
of your plan from a reputable valuer with
current aged care experience

* A plan to resolve any outstanding
ISsues

Operational
* Financial

e Legal

e Property




How to pull a sales plan together:

e Start with the end in mind

* Work back from the end goal and set
the steps that need to be achieved to
achieve the end goal

o Extract yourself from the day to day
operations from the business so you
can focus on the big picture

* Ask for help



Current Aged Care Market

 Recent years have been dominated by industry
consolidators, backed largely by Australian
Private Equity or Corporates

e Prices have largely been determined by the
everaged debt available from banks




Current Aged Care Market

« Whilst the ‘Credit Crunch’ and cooling property
market has slowed the market slightly, we see
this consolidation trend continuing with
consolidators buying the medium to larger sized
facilities



Current Aged Care Market

« Banks appear to still have a healthy appetite for
the aged care sector, however on different
terms than the last three years

* Less leverage and higher price debt
« Upshot of this is a downward pressure on prices



Current Aged Care Market

e The sector has all the right drivers with the Baby
Boomer Age Wave or “Grey Tsunami”
approaching

* In 2006 the number of people aged 65+
was 510k by 2031 this will double to over a
million

Source: Statistics New Zealand



What Is your business worth?

It depends on a number of factors



Value differentiators

e Business size

« High sustainable profitability

e Quality of land and buildings, excess land
e Ensuite provision

« Location, (main centre v regional)

* No significant capex required



What Is your business worth?

« Current value bands for High Quality Facilities
Including land & buildings

» Rest Home $70k - $85k per bed
* Hospital $100k - $120k per bed



What Is your business worth?

 Lower quality and older facilities
« $45k - $65k per bed

e Leased Beds
« $28k - $35k per bed

 EBITDA Multiples
 Land & Buildings 4.0 -7.5 x EBITDA
e Leased beds 2.0-3.0x EBITDA



Business Sales Process

Prepare
Marketing
Information

Appoint
Advisors

Select

Preferred Due
Bidder Dlllgence

Marketing

Completion




The Business Sales Process

Appoint

Advisors




Appoint advisors

Sales Advisors

* Real Estate Agents
* Business Brokers
* Investment Banks
« CF Accountants

Other Advisors
e Accountants
 Lawyers
e Valuer’s
* Property



The Business Sales Process

Prepare
Marketing
Information

Appoint

Advisors




Prepare Marketing Information

* Flyer
 Information Memorandum
* Financial
e Operational
« Land and buildings
e Confidentiality agreement



The Business Sales Process

Appoint Prepare Sale VEGlle
Advisors

Information




Marketing

« Advisor will identify potential acquirers,

approach them and provide them with
marketing material

e Itis important to understand who is buying
aged care businesses

« Corporate Consolidators (UCG,
Macquarie, Others?)

e Other Owner Operators
* |nvestors



The Business Sales Process

Appoint Prepare _Sale Marketing
Advisors Information

Select
Preferred
Bidder




Select Preferred Bidder

* Receive Non Binding Indicative Offers

« Select bidder/s based on price and
bidders ability to settle, to allow access to

the DD process



The Business Sales Process

Appoint Prepare _Sale Marketing
Advisors Information

Select

Preferred _ _Due
Bidder Diligence




Due Diligence

* Financial

* Legal

e Operational — Local DHB

* Property

« Commercial

 The key Is to be Prepared for DD!



The Business Sales Process

Appoint Prepare _Sale Marketing
Advisors Information

Select _
Preferred Due Completion

Bidder Diligence




Completion

 Insist on a substantial deposit a
minimum of 5%

« Some potential adjustments for stock
and debtors



Questions ?



BDO Spicers:

 Leading provider to
the mid-market

14 Offices, 650+
staff from Kerikeri to
Invercarqill

e Specialists In
Business Advisory,
Tax, Audit,
Corporate Finance
Accounting IT, &
Insolvency



