
THIS IS AN IMPORTANT DOCUMENT AND REQUIRES YOUR URGENT ATTENTION. YOUR ACTION 
IS REQUIRED. YOU ARE ENCOURAGED TO VOTE AND HAVE YOUR SAY ON THE SCHEME.

You should carefully read this Supplementary Scheme Booklet (including the accompanying Independent Adviser’s 
Addendum Report) in its entirety before deciding whether or not to vote in favour of the Scheme, or if you have voted, 
before deciding whether or not to change your vote. If you are in any doubt about what you should do, you should seek 
advice from your financial, taxation or legal adviser before you make a decision.

For a scheme of arrangement between Abano Healthcare Group Limited and its 
Shareholders in relation to the proposed acquisition of all of the fully paid ordinary shares 
in Abano Healthcare Group Limited by Adams NZ Bidco Limited (a company that will be 
ultimately owned by the BGH Capital Fund and Ontario Teachers’ Pension Plan Board).

ABANO HEALTHCARE GROUP LIMITED

SUPPLEMENTARY SCHEME  
BOOKLET
THIS SUPPLEMENTARY BOOKLET SHOULD BE READ IN  
CONJUNCTION WITH THE SCHEME BOOKLET ISSUED BY  
ABANO DATED 20 OCTOBER 2020

VOTE IN FAVOUR
YOUR DIRECTORS UNANIMOUSLY RECOMMEND THAT YOU VOTE IN 
FAVOUR OF THE SCHEME, IN THE ABSENCE OF A SUPERIOR PROPOSAL.

The Scheme Meeting date has been moved. The Scheme Meeting will now be held at 4.00pm 
(New Zealand time) on 25 November 2020 online at web.lumiagm.com (meeting ID 331-010-245) 
and in the Hunterville Room, Ascot Stand, Ellerslie Event Centre, 80-100 Ascot Avenue, Ellerslie, 
Auckland. However, Abano may hold the Scheme Meeting as an online-only meeting if Abano 
considers it necessary or desirable to do so to comply with any applicable legal restrictions, or 
for health and safety reasons, associated with the COVID-19 pandemic.
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KEY POINTS FOR 
SHAREHOLDERS – 
YOUR VOTE IS  
VERY IMPORTANT

The Key Points on this page 
and the next page are a 
SUMMARY ONLY. You should 
read this Supplementary 
Scheme Booklet (including 
the Independent Adviser’s 
Addendum Report) carefully. 
If you have any questions 
about this Supplementary 
Scheme Booklet, the October 
Scheme Booklet, the Scheme 
or how to vote, you are 
encouraged to seek financial, 
taxation or legal advice.

• On 11 November 2020, Bidco increased the (unadjusted) 
Scheme Price by 45 cents (from $4.75 to $5.20 per Abano 
Share) – an increase of approximately 9.5%.

• Under the Scheme, you will receive the revised Scheme Price 
of $5.20 per Abano Share in cash, unless an Adjustment Event 
occurs. If an Adjustment Event occurs, the Scheme Price will 
be reduced. The maximum reduction is 75 cents per Abano 
Share. Accordingly, the lowest possible Scheme Price if 
Adjustment Events occur is $4.45 in cash per Abano Share.1 

• The (unadjusted) revised Scheme Price of $5.20 per Abano 
Share represents a 99% premium to the market price for 
Abano Shares at market close on the last trading day before 
the Scheme was announced. In addition, the (unadjusted) 
revised Scheme Price is within the Independent Adviser’s 
value range of $4.95 to $5.80 per Abano Share.

• The Board unanimously recommends that you vote  
IN FAVOUR of the scheme, absent a Superior Proposal. Each 
Abano Director who holds or controls Abano Shares intends to 
vote all of such shares in favour of the Scheme, subject to the 
same qualification. 

• The Scheme is still subject to a number of Conditions, 
including High Court approval and Shareholder approval. The 
voting requirements for Shareholder approval of the Scheme 
are as follows:

(a) 75% or more of the votes cast in each interest class2 must 
be voted in favour of the Scheme; and

(b) more than 50% of the total number of Abano Shares on 
issue must be voted in favour of the Scheme.

• There are reasons why Shareholders may wish to vote 
in favour of, or against, the Scheme. Those reasons are 
summarised in the Chair’s Letter and addressed in sections 
5.5 and 5.6 of the scheme booklet sent to Shareholders, dated 
20 October 2020 (the “October Scheme Booklet”).

• The Board considers that the reasons to vote in favour of the 
Scheme outweigh the reasons to vote against it. 

1 Assuming there is no Permitted Capital Raising. 
2 At the date of this Supplementary Scheme Booklet it is expected that all 
Shareholders will comprise one interest class.  See section 6.1(b) of the October 
Scheme Booklet for more information about what an interest class is.
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• The October Scheme Booklet included a statement that if the Scheme does not proceed, then it is likely that Abano 
will undertake a capital raising. As Abano announced on 11 November 2020, this is no longer the Board’s view, 
following a combination of the following: actual trading results being above forecast, stronger forward bookings, and 
reduction of the group’s debt levels in the period since the earlier forecasts (on which the analysis in the October 
Scheme Booklet was based) were prepared.

• Your vote is VERY IMPORTANT. You can use the enclosed replacement Proxy/Voting Form to cast a proxy vote if you 
are unable to attend and vote at the Scheme Meeting in person.

• If you have already voted by appointing a proxy and wish to change your vote, all you need to do is complete the new 
Proxy/Voting Form enclosed with this Supplementary Scheme Booklet and submit that form to Computershare. 
Where a Proxy/Voting Form is received from a Shareholder, it will automatically replace and supersede any previous 
Proxy/Voting Form provided by that Shareholder. You can also change your proxy appointment (including the voting 
directions to your proxy) online on Computershare’s website (www.investorvote.co.nz) by following the instructions 
on that website. You will be required to enter your CSN/holder number and New Zealand postcode or your country of 
residence if you reside outside New Zealand, for security purposes.  

• If you have already appointed a proxy and do not want to change your voting directions, you do not need to take any 
action and your earlier proxy appointment and voting directions remain valid. 

• The Scheme Meeting date has been moved to 25 November 2020 to give you further time to consider the updated 
information before voting. 

• If the Scheme is approved by Shareholders and the other Conditions are satisfied, it is expected that the Scheme will 
be implemented, and you will be paid the Scheme Price (less any amount placed in escrow for unresolved disputes 
regarding Adjustment Events), on 22 December 2020.

CONTENTS

This Supplementary Scheme Booklet comprises or is 
accompanied by the following sections and materials:

• Updated Information for Shareholders

• Key Indicative Dates

• New Meeting Details

• Independent Adviser’s Addendum Report

• Updated Virtual Meeting Guide

• Proxy/Voting Form
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UPDATED 
INFORMATION FOR 
SHAREHOLDERS

WHAT IS THE PURPOSE OF THIS SUPPLEMENTARY SCHEME BOOKLET?

The purpose of this Supplementary Scheme Booklet is to provide you with 
updated information about the proposed acquisition of Abano by Bidco by way of 
a scheme of arrangement (the “Scheme”). It supplements, and should be read 
in conjunction with, the October Scheme Booklet. The matters set out in the 
“Important Information” section on pages 3 and 4 of the October Scheme Booklet 
apply to this Supplementary Scheme Booklet with all necessary modifications. 

Capitalised terms set out in this Supplementary Scheme Booklet have the 
meanings given to them elsewhere in this Supplementary Scheme Booklet or in 
the Glossary in section 11 of the October Scheme Booklet.

WHY IS THIS SUPPLEMENTARY SCHEME BOOKLET NECESSARY?

As announced on 11 November 2020, the actual trading results for the first 
five months of Abano’s current financial year (ending 31 May 2021) which were 
above forecast, and further strength in forward bookings for the remainder of 
this calendar year, gave the Board confidence to approve a revised and improved 
forecast for Abano’s current financial year. In addition, and as a result of improved 
earnings and cash generation, the Group has made better than anticipated 
progress on meeting debt reduction targets. This led the Board to revise its view 
and it has now determined that if the Scheme is not approved by Shareholders, 
a capital raising will not be necessary. This important information was provided 
to the Independent Adviser, Calibre Partners. It resulted in Calibre revising 
upwards its value range for Abano Shares from $4.70 to $5.50 per Abano Share to 
$4.95 to $5.80 per Abano Share, and making a number of changes to its “merits 
analysis” of the Scheme. Details of Calibre’s updated value range and revised 
merits analysis can be found in its Addendum Report which accompanies these 
materials.

Calibre’s revised valuation range meant that the price of $4.75 per Abano Share 
would be below the low point of the valuation range. Abano notified Bidco of these 
circumstances and following consultation, on 11 November 2020, Bidco agreed to 
increase the unadjusted Scheme Price from $4.75 per Abano Share, to $5.20 per 
Abano Share which is within the Independent Adviser’s revised valuation range of 
$4.95 to $5.80 per Abano Share. 

Bidco and Abano signed a variation to the Scheme Implementation Agreement 
to reflect this on 11 November 2020 (a copy of the variation agreement is 
available on the NZX website www.nzx.com under Abano’s NZX code “ABA” and 
on Abano’s website at: https://www.abano.co.nz/investor-information/scheme-
of-arrangement/). Other than the increased price and necessary timetabling 
changes (see Key Indicative Dates on page 8), no other changes to the Scheme, its 
remaining Conditions or the Scheme Price adjustment regime have been made. 
These remain as set out in the October Scheme Booklet. 

This means that Scheme Price will be $5.20 in cash for each Abano Share 
 ONLY IF none of the Adjustment Events set out in the October Scheme Booklet 
occur prior to the Implementation Date. If any one or more of those Adjustment 
Events occurs prior to 8.00am on the Implementation Date, then the Scheme 
Price will be reduced by the amount specified in the October Scheme Booklet (see 
the summary table on page 8 of the October Scheme Booklet) and the detailed 
explanation of the Adjustment Events set out in section 5.3 of the October Scheme 
Booklet).3

3 Shareholders should note that the worked examples in section 5.3(e) of the October Scheme Booklet 
have not been updated for the revised Scheme Price. 
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The total amount of any price adjustment remains capped at a maximum reduction of 75 cents for each Abano Share. If 
this were to occur, this would deliver a minimum Scheme Price of $4.45 per Abano Share.4 The Adjustment Events and the 
amounts of the relevant price reductions have not changed from those described in the October Scheme Booklet.

This means that, while the Scheme Price is currently $5.20 for each Abano Share, it is possible that Shareholders could 
receive an amount less than $5.20 per share but equal to or greater than $4.45 per share.5

It is possible that circumstances giving rise to a price adjustment will not occur at all, or will occur before the Scheme 
Meeting in sufficient time for Shareholders to take this into account when voting, or will not occur until after Shareholders 
have voted. If an Adjustment Event occurs after Shareholders have voted but before 8.00am on the Implementation Date, 
the Scheme Price will be adjusted for that Adjustment Event, but Shareholders will not have an opportunity to change their 
votes and Abano will not have any right to cancel the Scheme.

YOUR BOARD UNANIMOUSLY RECOMMENDS THAT YOU VOTE IN FAVOUR OF THE SCHEME

Your Directors continue to unanimously recommend that you VOTE IN FAVOUR of the Scheme of Arrangement.

Each of your Directors who holds or controls Abano Shares intends to vote all of the Abano Shares that he or she holds or 
controls in favour of the Scheme.

The Directors’ unanimous recommendation, and the Directors’ intention to vote in favour of the Scheme, are subject to 
there being no Superior Proposal.6 

Except as set out in the following paragraph, the reasons given in the October Scheme Booklet (see the summary on pages 
9 and 10, and the detailed information in section 5.5, of the October Scheme Booklet) for the Directors’ recommendation  
to vote in favour of the Scheme remain equally applicable as do the potential factors Shareholders may take into account in 
deciding not to vote in favour of the Scheme (see the summary on pages 10 and 11, and the detailed information in section 
5.6, of the October Scheme Booklet).

The changes to the key reasons to vote for the Scheme as set out in the October Scheme Booklet are as follows:

• Section 5.5(a) of the October Scheme Booklet: The revised (unadjusted) Scheme Price of $5.20 per Share represents a 
premium of 99% to Abano’s closing price on the NZX of $2.61 per Share on 28 August 2020 (being the last trading day 
prior to the date on which Abano announced the Scheme) and a premium of 99% to Abano’s volume weighted average 
share price (VWAP) over the 30-day period prior to 28 August 2020.

• Section 5.5(f) of the October Scheme Booklet: The October Scheme Booklet indicated that if the Scheme was not 
implemented, Abano would likely undertake a capital raising of between $30 million and $60 million, which may dilute 
the interests of existing Shareholders. The Board now considers that Abano’s capital structure does not need to be 
addressed in the near term. Abano’s banking partner is supportive of the company and there is no requirement or 
review event in Abano’s banking facilities requiring a capital raising. Accordingly, Abano confirms that a capital raising 
is no longer necessary should the Scheme not be approved by Shareholders. 

Your Directors have recommended, and continue to recommend, the Scheme.

WHAT HAPPENS IF THE SCHEME IS NOT APPROVED BY SHAREHOLDERS?

As noted above, the Board had previously advised Shareholders that it was committed to addressing Abano’s capital 
structure during the course of this calendar year and that if the Scheme did not proceed, Abano was likely to undertake 
a (potentially dilutive) capital raising. This is no longer the case given the improved actual and forecast trading, and the 
resulting lower level of bank debt. Accordingly, if the Scheme is not approved, Abano will continue its “business as usual” 
trading and Shareholders will remain exposed to the existing risks – and opportunities – of Abano’s business. Despite 
the improved trading, as announced on 11 November 2020, no dividend is intended to be paid by Abano in respect of the 
current financial year.

4 Assuming there is no Permitted Capital Raising. 
5Assuming there is no Permitted Capital Raising. 
6Your Directors do not intend to change their recommendation and/or vote against the Scheme if, prior to the Scheme Meeting, an 
Adjustment Event results in a reduction such that the Scheme Price falls below the valuation range.  However, they do reserve their 
right to do so if the Independent Adviser’s valuation range for the Abano Shares changes for any other reason and, after that change, the 
Scheme Price is below the valuation range.
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YOUR ACTION IS REQUIRED

Your vote is important whether or not you support the Scheme and regardless of how many Abano Shares you own. You 
are strongly encouraged to exercise your right to vote on this important transaction. Voting is how you have your say in 
determining the future of your investment in Abano.

For the Scheme to proceed, it is necessary that BOTH the voting thresholds are met, being:

• 75% or more of the votes cast in each interest class must be voted in favour of the Scheme Resolution; and

• more than 50% of the total number of Abano Shares on issue must be voted in favour of the Scheme Resolution.

If either of these thresholds is not met, the Scheme will not proceed. IT IS THEREFORE VERY IMPORTANT THAT YOU 
VOTE.

Please read this Supplementary Scheme Booklet (including the Independent Adviser’s Addendum Report) carefully and 
in full as it contains important information that you should consider before you vote. If you have any questions about 
the Supplementary Scheme Booklet, the Scheme or how to vote, you are encouraged to seek financial, taxation or legal 
advice.

IF YOU ARE IN FAVOUR OF THE SCHEME

If you are in favour of the Scheme, you should vote in favour of the Scheme Resolution at the Scheme Meeting, by proxy or 
in person (physically or online).

IF YOU ARE NOT IN FAVOUR OF THE SCHEME

If you do not support the Scheme, you can vote against the Scheme. You can also make a complaint to the Takeovers 
Panel (by emailing takeovers.panel@takeovers.govt.nz) or you can file a notice of appearance or notice of opposition with 
the High Court. Please see section 6.7 of the October Scheme Booklet for more information about how to do this. The 
date for filing a notice of appearance or notice of opposition (and serving those documents on Abano) has been extended 
to 5.00pm on 30 November 2020. 

If you do not want to participate in the Scheme, you are free to sell your Abano Shares at any time up to the close of 
trading on the date which is two Business Days before the Scheme Record Date (in order not to be registered as a 
Shareholder on the Scheme Record Date).

HOW DO I VOTE OR CHANGE MY VOTE?

You can attend and vote at the Scheme Meeting in person, physically or online. Details of how to attend in person are set 
out under New Meeting Details on page 9 of this Supplementary Scheme Booklet. Please note that the time, date and 
location of the Scheme Meeting has changed from the details set out in the October Scheme Booklet.

If you are unable to attend the Scheme Meeting (either physically or online) you can appoint a proxy to attend the meeting 
and vote on your behalf. A personalised Proxy/Voting Form accompanies this Scheme Booklet. For more information on 
how to appoint a proxy, see the Proxy/Voting Form and the Procedural Notes set out in section 3 of the October Scheme 
Booklet. The deadline for submitting Proxy/Voting Forms is now 4.00pm on 23 November 2020 (rather than 11.00am on  
16 November 2020).

If you have already voted by appointing a proxy and wish to change your vote, all you need to do is complete the Proxy/
Voting Form enclosed with this Supplementary Scheme Booklet and submit that form to Computershare. Where 
the Proxy/Voting Form is received from a Shareholder prior to the deadline for submitting Proxy/Voting Forms, it 
will automatically replace and supersede any previous Proxy/Voting Form provided by that Shareholder. You can also 
change your proxy appointment (including the voting directions to your proxy) online on Computershare’s website (www.
investorvote.co.nz) prior to the deadline for submitting Proxy/Voting Forms, by following the instructions on that website. 
You will be required to enter your CSN/holder number and New Zealand postcode or your country of residence if you 
reside outside New Zealand for security purposes.

If you have already appointed a proxy and do not want to change your voting directions, you do not need to take any action 
and your earlier proxy appointment and voting directions remain valid.
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HOW DO I OBTAIN THE OCTOBER SCHEME BOOKLET AND OTHER INFORMATION ABOUT THE SCHEME?

You can obtain electronic copies of the October Scheme Booklet, the Scheme Implementation Agreement (and the 
variations to that agreement) and other information released by Abano in respect of the Scheme on the NZX website 
www.nzx.com under Abano’s NZX code “ABA” and on Abano’s website at https://www.abano.co.nz/investor-information/
scheme-of-arrangement/.

You can request a personalised Proxy/Voting Form by contacting Computershare on +64-9-488-8777 or emailing 
corporateactions@computershare.co.nz.
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KEY INDICATIVE DATES

INDICATIVE DATE AND TIME EVENT

4.00pm on 23 November 2020 Closing time and date - for Proxy/Voting Forms for the Scheme Meeting  
to be submitted7

5.00pm on 23 November 2020 Voting Eligibility Date - for determining eligibility to vote at the Scheme 
Meeting

4.00pm on 25 November 2020 Scheme Meeting

IF THE SCHEME IS APPROVED BY SHAREHOLDERS

5.00pm on 30 November 2020 Last day on which Shareholders may file a notice of appearance or notice 
of opposition - to be filed at the High Court and served on Abano

9 December 2020 Final Court Hearing - to approve the Scheme 

14 December 2020 Last day of trading in Abano Shares - Abano Shares will be suspended 
from trading on the NZX Main Board from close of trading on this date

5.00pm on 16 December 2020 Scheme Record Date - date for determining entitlements to the Scheme 
Price 

8.00am on 22 December 2020 Cut-off time for an Adjustment Event to occur

9.00am on 22 December 2020 Last time by which an Adjustment Event may be notified by Bidco to 
Abano

22 December 2020 Implementation Date - payment of the Scheme Price to Scheme 
Shareholders

12 March 2021 End Date – the last date by which the Scheme must be implemented 

All dates and times in the table above (and other references to such dates and times in this Supplementary Scheme 
Booklet) are indicative only and, among other things, are subject to obtaining all necessary approvals from the High 
Court.

Any changes to the above indicative timetable will be announced to NZX (https://www.nzx.com).

7 Abano may, in certain circumstances, accept late Proxy/Voting Forms. However, if you wish to vote by proxy you are encouraged to submit 
your Proxy/Voting Form by this time, to ensure that it is valid.
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NEW MEETING DETAILS

DATE:  25 November 2020

TIME: 4.00pm

WHERE: 
Online: Through the web platform Lumi AGM (at web.lumiagm.com) using the meeting ID 331-010-245. Please refer to 
the updated Virtual Meeting Guide that accompanies this Supplementary Scheme Booklet regarding how to access the 
virtual meeting.

Physical location: Hunterville Room, Ascot Stand, Ellerslie Event Centre, 80 – 100 Ascot Avenue, Ellerslie, Auckland.

IMPORTANT NOTE ABOUT COVID-19 AND POSSIBILITY OF AN ONLINE-ONLY SCHEME MEETING

At the date of this Supplementary Scheme Booklet, Abano intends to hold the Scheme Meeting both online and at the 
physical location set out above (i.e., a “hybrid” meeting). However, Abano may, at its sole discretion, hold the Scheme 
Meeting as an online-only meeting if Abano considers it necessary or desirable to do so to comply with any applicable 
legal restrictions, or for health and safety reasons, associated with the COVID-19 pandemic.

If Abano exercises its discretion to hold an online-only meeting, Abano will provide Shareholders with as much notice 
as is reasonably practicable by way of an announcement to NZX and on Abano’s website at: https://www.abano.co.nz/
investor-information/scheme-of-arrangement/.

Given the ongoing uncertainty around COVID-19, and to ensure the health and safety of shareholders and other attendees, 
there will be no catering at the Scheme Meeting.

SCHEME RESOLUTION

The Scheme Resolution that will be put to Shareholders at the Scheme Meeting is: 

“That the Scheme (the terms of which are described in the Scheme Booklet) be and is hereby approved.”

The Scheme Booklet referred to in the Scheme Resolution is the October Scheme Booklet, read in conjunction with,  
and as modified by, this Supplementary Scheme Booklet. 

PROCEDURAL NOTES

Except as set out above, the Procedural Notes set out on pages 13 to 15 of the October Scheme Booklet continue to apply. 
The deadline to submit Proxy/Voting Forms is now 4.00pm on 23 November 2020, rather than 11.00am on 16 November 
2020.   The change to the time and date of the Scheme Meeting will be treated as an adjournment for the purposes of 
Proxy/Voting Forms (such that Proxy/Voting Forms that have already been submitted, or which refer to the old time and 
date of the Scheme Meeting, remain valid).  If you have appointed a proxy and wish to change your voting directions, see 
“How do I vote or change my vote” on page 6. 



ABANO HEALTHCARE GROUP LIMITED SUPPLEMENTARY SCHEME BOOKLET

10

 

 

Abano Healthcare Group Limited 
Addendum to the Independent Adviser’s Report in relation to the 
proposed scheme of arrangement with Adams NZ Bidco Limited  

November 2020 

 

STATEMENT OF INDEPENDENCE 
Calibre Partners (previously known as KordaMentha) confirms that it: 

• has no conflict of interest that could affect its ability to provide an unbiased report; and 

• has no direct or indirect pecuniary or other interest in the proposed transaction considered in this report, including 
any success or contingency fee or remuneration, other than to receive the cash fee for providing this report. 

Calibre Partners has satisfied the Takeovers Panel, on the basis of the material provided to the Panel, that it is 
independent under the Panel’s Guidance Note on Independent Advisers for the purposes of preparing this report. 
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Capitalised terms used in this addendum, that are not otherwise defined, have the same meaning as given 
to them in the Independent Adviser’s Report dated October 2020, which was included at Annexure A of 
the Scheme Booklet. 
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1. Introduction 

1.1 Background to Addendum 

Calibre Partners prepared an Independent Adviser’s Report dated October 2020 (October IAR) for the 
shareholders of Abano.  The October IAR was included at Annexure A of the Scheme Booklet and included 
a valuation that was finalised on 9 October 2020.   

On 11 November 2020, Abano announced to shareholders that:  

• Actual revenue and Underlying EBITDA for October 2020 were ahead of the management forecasts 
that had formed the basis for the valuation range in the October IAR. 

• Forward bookings for November and December are ahead of the same time last year and above 
previous projections.  

• Net bank debt has reduced to $116.1 million at the end of October 2020, as a result of the improved 
operating performance and strong operating cash flows.  This is based on an NZD/AUD exchange rate 
of 0.9417.  

• Based on the above, the Board has lifted its near-term projections for the business and increased its 
earnings forecast for FY21.  Pre-NZ IFRS 16 Underlying EBITDA for FY21 is now expected to be 
between $34 million and $35 million (previously $32.0 million), plus Government wage subsidies.   

• Given the actual trading performance in the year to date, the near-term outlook and reduced debt 
levels, the Board has determined that, should the Scheme not be supported by Abano shareholders, 
then a capital raising is no longer proposed. 

Abano has provided Calibre Partners with its unaudited financial results for the month ended 31 October 
2020 and updated financial forecasts.  Abano asked Calibre Partners to consider whether the new 
information impacts on our assessed valuation range or merits commentary on the Scheme, as set out in 
the October IAR.  We set out our updated valuation range and changes to our assessment of the merits in 
this addendum to the October IAR (Addendum). 

The 11 November 2020 announcement also advised that Bidco has increased the proposed consideration 
from $4.75 to $5.20 per share. 

The proposed consideration is now $5.20 per Abano share, in cash.  It remains subject to the same 
specified price reductions as detailed in our October IAR, up to a maximum of 75 cents per share, if any of 
the defined Adjustment Events occur.  The lowest possible transaction price is therefore $4.45 per share.1 

This Addendum should be read in conjunction with the Scheme Booklet issued by Abano in October 2020 
and our October IAR  included as Annexure A to the Scheme Booklet. 

 

  

 
1 The consideration for shareholders could also be affected by a permitted capital raising, in a situation where Bidco attempts to 
terminate the SIA and Abano disputes the purported termination and requires additional capital (further explanation is set out 
at Section 5.3(f) of the Scheme Booklet). This assumes that no permitted capital raising occurs. 
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1.2 Key issues to be considered by shareholders 

For shareholders deciding whether to approve or reject the Scheme, key issues to be considered include: 

• Bidco has increased the proposed consideration to $5.20 per share.  This is within our updated 
valuation range of $4.95 to $5.80 per share, albeit below the $5.38 midpoint value. 

• The Scheme price could be reduced by up to 75 cents per share if any Adjustment Event occurs prior 
to the morning of the implementation date (i.e. even after shareholders vote on the Scheme).  
However, the consideration would only reduce to this level if certain significant events occur.  It is likely 
that such events would also lower our assessment of Abano’s value. 

• Pre-NZ IFRS 16, Abano has forecast EBITDA for FY21 to be between $34 million and $35 million, plus 
Government wage subsidies.  This forecast assumes no further extended lockdown periods in New 
Zealand or Australia (particularly NSW and Queensland) for the remainder of the financial year. 

• Abano’s revised FY21 EBITDA forecast has been positively impacted by the easing of COVID-19 
lockdown restrictions, including some demand for dental services that was deferred from FY20.  It is 
also supported by approximately $0.5 million of temporary cost savings, which Abano does not expect 
to be recurring.  As a result, Abano has advised that it expects earnings to be softer in FY22 than in 
FY21. 

• Abano’s Directors unanimously recommend that shareholders vote in favour of the Scheme, in the 
absence of a superior proposal.  As at the date of this Addendum, there is no superior proposal to the 
Scheme. 

• The Scheme Booklet indicated that if the Scheme were not implemented, Abano would undertake a 
capital raising of between $30 million and $60 million, which would likely dilute the interests of 
existing shareholders.  The Board now considers that Abano’s capital structure does not need to be 
addressed in the near term.  Abano’s banking partner is supportive of the company and there is no 
review event in Abano’s banking facilities requiring a capital raising to be undertaken.  Accordingly, a 
capital raising is no longer proposed should the Scheme not be approved by Abano’s shareholders.  
This reduces the probability that Abano shareholders will have their interests in Abano diluted. 

• During October 2020, Abano used surplus cash to repay AUD 14.0 million of debt drawn from its 
Australian loan facilities and a further NZD 3.5 million of its debt in New Zealand.  It is not in breach of 
any covenants and expects to comply with its covenants for the foreseeable future. 

• Should the Scheme not proceed, the Board will continue to assess Abano’s capital structure and, at an 
appropriate time, the company may seek to raise share capital to strengthen its balance sheet, to 
address unforeseen events or to provide flexibility for growth.  No dividends are expected to be 
declared for FY21. 

• If the Scheme is not implemented, Abano would remain a listed company with its shares quoted on 
the NZX Main Board.  In the absence of any other factors, we consider there is a real prospect that 
Abano’s share price could recede from current levels. 

In our opinion, the offer is reasonable.  The proposed consideration is within our assessed valuation 
range, albeit below the midpoint of the range. 

Voting on the Scheme is a matter for individual shareholders based on their own views as to value and 
future market conditions, as well as their risk profile, liquidity preference, portfolio strategy, tax position 
and other factors.  In particular, taxation consequences can vary widely across shareholders and we note 
the after-tax value of the proposed consideration may vary between shareholders given their respective 
tax positions.  Shareholders will need to consider these consequences and, if appropriate, consult their 
own professional advisers.
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2. Valuation update 
The same as in the October IAR, we adopt the capitalisation of earnings and DCF methodologies to 
estimate the ‘fair market value’ of Abano. 

We have updated our valuation for the most recent information as at 10 November 2020, which includes 
Abano’s October 2020 balance sheet and Abano’s most recent financial forecasts.  The valuation takes 
account of Abano’s best estimates of the impacts that COVID-19, lockdown restrictions and changes to 
general economic conditions will have on its operations.  However, share prices remain volatile and the full 
impact of COVID-19 is unlikely to be known for several years.  Abano shareholders should therefore 
consider our valuation range in conjunction with the share price movements for listed companies that 
occur after 10 November 2020, as well as any further earnings guidance from Abano. 

2.1 Capitalisation of earnings 

Using the capitalisation of earnings approach, we estimate the value of Abano’s equity at between 
$5.09 and $5.88 per share. 

Table 1: Capitalisation of earnings summary (NZD million) 

 Low  High  

EBITDA 32.5   33.0  

Earnings multiple 8.5x  9.0x  

Enterprise value 276.3  297.0  

Less: net debt (116.7) (116.7) 

Less: derivative financial instruments (7.9) (7.9) 

Less: deferred consideration (8.0) (8.0) 

Less: transaction costs (0.5) (0.5) 

Plus: working capital adjustment (9.4) (9.4) 

Equity value 133.8  154.5  

Number of shares outstanding (million)  26.3   26.3  

Share value ($ per share) 5.09  5.88  

Source: Calibre Partners analysis 

Using the capitalisation of earnings approach, we estimate the enterprise value of Abano at between 
$276.3 million and $297.0 million.  At the midpoint, this is approximately 3% more than our assessment in 
the October IAR and 1% less than we assessed in the Independent Adviser’s Report we prepared in 
February 2020 (February IAR). 

At the midpoint, we have assessed a 9% increase in the value of Abano’s equity since we prepared the 
October IAR, and a 2% reduction since we prepared the February IAR.  In part, the impact on the value of 
Abano’s equity is more significant than the impact on enterprise value due to Abano’s significant level of 
debt. 

The key assumptions that require judgement when estimating the value of Abano are set out below.  
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2.1.1 Assessed earnings 

In forming our current assessment of earnings, we have considered all updated information provided to us 
by Abano in early November 2020.  Key financial information is summarised at Appendix 2 of this 
Addendum.  

To value Abano, we have estimated EBITDA in a range of $32.5 million to $33.0 million.  This compares to 
our assessment of $31.5 million to $32.0 million in the October IAR. 

We came to this revised range after considering the following: 

• EBITDA in the 12 months ended 29 February 2020 (prior to lockdowns) was $32.9 million. 

• EBITDA in the period between 1 March 2020 and 31 May 2020 included significant periods where 
lockdown restrictions applied and some post-lockdown recovery.  We consider the financial 
performance during this period highlights the risk to earnings associated with COVID-19, but it is not 
representative of Abano’s normal operations. 

• Abano’s has increased its FY21 EBITDA forecast to between $34 million and $35 million (before wage 
subsidies).  This estimate has been positively impacted by the easing of COVID-19 lockdown 
restrictions, including some demand for dental services that was deferred from FY20.  It is also 
supported by approximately $0.5 million of temporary cost savings, which Abano does not expect to 
be recurring.  This forecast is also before amounts that accrue to dentists under Abano’s Practice 
Partnering Scheme (PPS), which are forecast to total $0.5 million in FY21.  Abano normally deducts 
these expenses below the EBITDA line, but we deduct them when estimating EBITDA for valuation 
purposes. 

• Abano management currently expects FY22 earnings to be softer than is forecast for FY21. 

2.1.2 Earnings multiple range 

We have refreshed our analysis of earnings multiples for 1300Smiles and Pacific Smiles, and reconsidered 
our analysis of comparable dental transactions.  A summary is set out at Appendix 3 of this Addendum. 

1300Smiles and Pacific Smiles currently have forecast earnings multiples of 8.2x and 9.9x FY21 EBITDA 
and 8.0x and 9.3x FY22 EBITDA. 

We consider an earnings multiple range of 8.5x–9.0x EBITDA remains appropriate for valuing Abano. 

2.1.3 Other assumptions 

We have also made adjustments for the following items when deriving Abano’s equity value from the 
enterprise value determined using the capitalisation of earnings approach. 

Net debt 

Net debt is set to $116.7 million, based on net debt obligations as at 31 October 2020. 

Our assumed net debt figure is now based on an NZD/AUD exchange rate of 0.9350.  The New Zealand 
currency has appreciated relative to the Australian currency since the October IAR. 

We have continued to exclude the IFRS 9 fair value adjustment and effect of unamortised loan transaction 
fees when assessing Abano’s net debt, because a purchaser could refinance Abano without needing to 
incur this additional, non-cash cost.   

Derivative financial instruments 

Derivative financial instruments are based on an $11.1 million liability recorded on Abano’s balance sheet 
as at 31 October 2020.  This liability has been tax-adjusted at a weighted average tax rate of 29%, to allow 
for the tax benefit that would be received were these derivative financial instruments to be closed out at 
their current value. 
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Deferred acquisition consideration 

The DAC recorded on the balance sheet was $2.5 million as at 31 October 2020.  However, we continue to 
deduct $8.0 million for deferred consideration, for the same reasons as set out in the October IAR. 

Transaction costs 

We have deducted $0.5 million of additional transaction costs to recognise professional service fees that 
Abano expects to incur irrespective of whether or not the Scheme is approved.  This amount has been 
reduced from $2.2 million because Abano no longer expects to undertake a placement and pro-rata rights 
issue to raise equity if the Scheme does not proceed. 

Working capital adjustment 

Working capital was a net $18.4 million liability as at 31 October 2020, although this still includes 
$0.8 million of rent and other accruals that Abano no longer expects to pay.  In comparison, working 
capital was a net $8.2 million liability, on average, over the 12 months ended 29 February 2020 (based on 
month-end closing balances). 

Given the difference between these working capital levels (after adjusting for the $0.8 million of rent and 
other accruals), $9.4 million has been deducted when deriving Abano’s equity value.  
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2.2 Discounted cash flow 

2.2.1 Principal assumptions and valuation parameters 

Valuation date: We have revised the valuation date to 31 October 2020, which is the date of the most 
recent balance sheet.   

Forecast cash flows: The DCF valuation is based on Abano’s financial forecast to 31 May 2023, updated for 
changes to earnings guidance released on 11 November 2020.  The principal assumptions that underpin 
the Forecast include: 

• No major Adjustment Events occur during the Forecast period.  This includes Abano not being subject 
to any further restrictions due to COVID-19 that would prevent practices from opening and trading 
normally. 

• An NZD/AUD exchange rate of 0.9350.  This has been changed from 0.9250 since the October IAR. 

• No further practices are added.  The costs associated with acquiring practices are also excluded. 

• EBITDA in FY21 is now forecast to be between $34 million and $35 million, before wage subsidies and 
PPS expenses.  Earnings are forecast to reduce between FY21 and FY22.  

• Earnings exceed pre-COVID-19 levels during FY23, with $35.2 million EBITDA forecast in that year 
(applying the 0.9350 exchange rate).  This has only changed since the October IAR due to a change in 
the exchange rate. 

• Working capital, for which there is currently a larger liability than normal (due to unusual operating 
conditions caused by the lockdown restrictions), returns to a more normal level by the end of FY21. 

Discount rate and terminal value assumptions: We have reconsidered our WACC and terminal value 
assumptions and consider that no changes are required  for this Addendum. 

2.2.2 DCF valuation 

Using the DCF valuation approach, we estimate the value of Abano’s equity at between $4.83 and $5.69 
per share. 

Table 2: DCF summary (NZD million) 
 Low  High  

Enterprise value 260.0  282.6  

Less: net debt (116.7) (116.7) 

Less: derivative financial instruments (7.9) (7.9) 

Less: deferred consideration (8.0) (8.0) 

Less: transaction costs (0.5) (0.5) 

Equity value 126.9  149.5  

Number of shares outstanding (million) 26.3  26.3  

Share value ($ per share) $4.83  $5.69  

Source: Calibre Partners analysis 

We have assessed a low and high end of our range by adjusting the discount rates by +/-25 basis points. 

We have applied the same adjustments for ‘net debt’, ‘derivative financial instruments’, ‘deferred 
consideration’ and ‘transaction costs’ as we applied for the capitalisation of earnings valuation above 
(refer to Section 2.1).  Unlike the capitalisation of earnings approach, when undertaking the DCF valuation 
we have not adjusted for ‘working capital’, as this item was specifically addressed in the Forecast and 
therefore captured within the enterprise value. 
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2.3 Valuation summary 

We assess a value for the Abano shares at between $4.95 and $5.80 per share. 

Figure 1: Value assessment (NZD per share) 

  
Source: Calibre Partners analysis 

The value shown above is for 100% of Abano and therefore includes a premium for control.  The value is 
above the value at which we would expect Abano to trade in the absence of a takeover offer. 

We have assessed the full underlying value of Abano shares in the current trading environment, where the 
operations of Lumino and Maven practices are not being restricted by COVID-19 lockdowns.  It is likely 
that any more extended lockdown periods would lower our assessment of Abano’s value. 

Our DCF valuation range is lower than the capitalisation of earnings range.  This reflects that although the 
near-term outlook for Abano has improved, management considers that earnings could be lower in FY22 
than FY21 as trading conditions normalise.  Furthermore, Abano has not revised its FY23 forecast since 
the October IAR was issued. 

The value we have assessed implies an increase to enterprise value (at the midpoint) of approximately 2% 
since our October IAR in October 2020.  It remains approximately 2% below the enterprise value we 
assessed in the February IAR (at the midpoint).    

The impact on the share price is more significant due to the large amount of debt (leverage) in Abano. 
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3. Merits of the Scheme 
The Code requires the independent adviser to form an opinion as to the merits of the proposed 
transaction and, in doing so, to take into consideration issues wider than just a valuation.  

The term ‘merits’ has no definition in either the Code or in any statute dealing with securities or 
commercial law in New Zealand.  Although the Code does not prescribe a meaning of the term ‘merits’, 
the Panel has interpreted the word to include both positives and negatives in respect of a transaction.  
We have adopted that approach in preparing this Addendum. 

3.1 Abano’s recent performance 

Since releasing the Scheme Booklet to shareholders in October 2020, Abano’s actual revenue and EBITDA 
for October, and forward booking data for November and December 2020, are ahead of forecasts used in 
the Scheme Booklet.  As a result, Abano has lifted its near-term projections for the business and increased 
its earnings forecast for FY21.  Pre-NZ IFRS 16 underlying EBITDA for FY21 is now expected to be between 
$34 million and $35 million, plus Government wage subsidies.  This forecast assumes no further COVID-19 
lockdowns occur during the financial year. 

Lumino same-practice revenue growth for October 2020 was 13% (previously forecast to be 4%).  For the 
five months in the financial year to date, Lumino’s same-practice revenue has grown by approximately 
12%, including impacts of the COVID-19 lockdown restrictions in Auckland throughout August 2020. 

Forward bookings for the next two months (November and December 2020) are higher than at the same 
time last year.  Consequently, Abano is now forecasting an increase in appointments for these months, 
with Lumino continuing to outperform management expectations. 

Maven same-practice revenue growth for October 2020 was flat (previously forecast to be negative 3%).  
For the five months in the financial year to date, Maven same-practice revenue has grown by 
approximately 2%, including any impacts of the COVID-19 restrictions in Victoria between August and 
October 2020.  The majority of Maven’s practices are located in Queensland and New South Wales. 

For the financial year to date, Abano’s gross revenue is up 7% on the prior year to $155.8 million.  
Underlying EBITDA (excluding wage subsidies and pre-IFRS 16) for the five months is $18.2 million, up 
26% on the prior year. 

We understand from discussions with Abano that key practice metrics such as forward bookings, actual 
appointments, average revenue per appointment and clinician utilisation are all above normal levels at the 
current time.  This indicates to us that ‘pent-up’ demand following COVID-19 lockdown periods, as well as 
dentists taking fewer holidays while international borders are closed, are contributing to Abano’s currently 
strong trading performance. 

Abano has announced that its latest FY21 EBITDA forecast includes $0.6 million of recurring and one-off 
cost savings.  We estimate that up to $0.5 million of these cost savings would not recur in future periods. 

During October 2020, Abano used surplus cash to repay AUD 14.0 million of debt drawn from its 
Australian loan facilities and a further NZD 3.5 million of its debt in New Zealand.  It had AUD 30.0 million 
and NZD 12.5 million of undrawn funds available in its Australian and New Zealand loan facilities 
(respectively) at month end.  Net bank debt has not changed significantly since 30 September 2020. 

Abano’s share price increased to $3.70 per share following the SIA announcement on 31 August 2020 
and traded at around this level throughout September 2020.  The share price increased further in 
response to Bidco increasing the Scheme price from $4.45 per share to $4.75 per share on 12 October 
2020.  Abano’s shares have traded at between $4.20 and $4.36 per share since this announcement. 

Abano’s share price is likely to increase again in response to Bidco raising the proposed consideration from 
$4.75 to $5.20 per share. 
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3.2 Standalone valuation of Abano 

We have assessed the full underlying value of Abano shares at between $4.95 and $5.80 per share.  The 
midpoint of our assessed range is $5.38 per share.  Our assessment is based on the value of acquiring 
100% of Abano and therefore includes a premium for control. 

We have adopted our valuation range after considering the DCF and capitalisation of earnings 
methodologies. 

Our capitalisation of earnings valuation ($5.09 to $5.88 per share) applies an updated EBITDA range of 
$32.5 million to $33.0 million.  We consider an earnings multiple range of 8.5x–9.0x EBITDA remains 
appropriate for valuing Abano. 

Our DCF valuation range is $4.83 to $5.69 per share.  This valuation is based on three years of forecast 
cash flows, updated for changes to earnings guidance released on 11 November 2020.  The forecast cash 
flows include no provision for the financial impacts of any further restrictions that would prevent practices 
from opening.  Any such restrictions would be expected to reduce our valuation.  No changes have been 
made to the capital expenditure, WACC and terminal value assumptions that were detailed in the 
October IAR. 

The proposed consideration of $5.20 per Abano share is within our assessed valuation range. 

3.3 Alternatives to the Scheme 

The Scheme Booklet indicated that if the Scheme were not implemented, Abano would undertake a 
capital raising of between $30 million and $60 million, which would likely dilute the interests of existing 
shareholders.  The Board now considers that Abano’s capital structure does not need to be addressed in 
the near term.  Abano’s banking partner is supportive of the company and there is no review event in 
Abano’s banking facilities requiring a capital raising to be undertaken.  Accordingly, a capital raising is no 
longer proposed should the Scheme not be approved by Abano’s shareholders. 

Abano is not in breach of any covenants and expects to comply with its covenants for the foreseeable 
future. 

Should the Scheme not proceed, the Board will continue to assess Abano’s capital structure and, at an 
appropriate time, the company may seek to raise share capital to strengthen its balance sheet, to address 
unforeseen events or to provide flexibility for growth.  No dividends are expected to be declared for FY21. 

Abano shareholders could choose to vote against the Scheme, either on the basis that they prefer to 
remain shareholders of Abano or in the expectation that they might realise superior value through an 
alternative transaction in the future.  

If shareholders do not approve the Scheme, Abano would remain a listed company with its shares quoted 
on the NZX Main Board.  In the absence of any other factors, there is a real prospect that Abano’s share 
price may recede from current levels, due to a potential reversal of any positive effect caused by the 
announcement of the SIA.  

3.4 Likelihood of Bidco increasing its proposed consideration 
Bidco may increase the proposed consideration if it thought the Scheme were otherwise likely to be 
rejected.  However, there is no certainty that Bidco will increase the proposed consideration from the 
current $5.20 per share.   

Abano’s Directors unanimously recommend that shareholders vote in favour of the Scheme, in the 
absence of a superior proposal.  The Directors who hold or control Abano shares each intend to vote all of 
such shares in favour of the Scheme, subject to the same qualifications. 
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Appendix 1: Qualifications and declarations 

Qualifications 

Calibre Partners (previously known as KordaMentha) is an independent New Zealand Chartered 
Accounting practice.  The firm has established its reputation nationally through the provision of 
professional financial consultancy services with a corporate advisory and insolvency emphasis, and 
because we have no audit or tax divisions, we avoid potential conflicts of interest that may otherwise arise.  
This allows Calibre Partners to regularly act as an independent adviser and prepare independent reports.  

The persons responsible for preparing and issuing this Addendum are Grant Graham (BCom, CA), Shaun 
Hayward (BCom, BProp, CFA) and Hamish Don (BCom (Hons)).  All have significant experience in providing 
corporate finance advice on mergers, acquisitions and divestments, advising on the value of shares and 
undertaking financial investigations. 

Disclaimers 

This Addendum should not be used or relied upon for any purpose other than as an expression of Calibre 
Partners’ opinion as to merits of the proposed transaction.  Calibre Partners expressly disclaims any liability 
to any Abano securityholder that relies, or purports to rely, on this Addendum for any other purpose and to 
any other party who relies, or purports to rely, on the Addendum for any purpose. 

This Addendum has been prepared by Calibre Partners with care and diligence, and the statements and 
opinions given by Calibre Partners in this Addendum are given in good faith and in the belief, on 
reasonable grounds, that such statements and opinions are correct and not misleading.  However, no 
responsibility is accepted by Calibre Partners or any of its officers or employees for errors or omissions 
however arising (including as a result of negligence) in the preparation of the Addendum, provided this 
shall not absolve Calibre Partners from liability arising from an opinion expressed recklessly or in bad faith. 

Indemnity 

Abano has agreed that, to the extent permitted by law, it will indemnify Calibre Partners and its partners, 
employees and officers in respect of any liability suffered or incurred as a result of, or in connection with, 
the preparation of the Addendum.  This indemnity does not apply in respect of any negligence, 
misconduct or breach of law.  Abano has also agreed to indemnify Calibre Partners and its partners, 
employees and officers for time incurred and any costs in relation to any inquiry or proceeding initiated by 
any person, except where Calibre Partners or its partners, employees and officers are guilty of negligence, 
misconduct or breach of law, in which case Calibre Partners shall reimburse such costs. 

Independence 

Calibre Partners and the persons responsible for the preparation of this Addendum do not have at the 
date of this Addendum, and have not had, any shareholding in, or other relationship, or conflict of interest 
with Abano that could affect their ability to provide an unbiased opinion in relation to this transaction.  
Calibre Partners will receive a fee for the preparation of this Addendum.  This fee is not contingent on the 
success or implementation of the proposed transaction or any transaction complementary to it.  Calibre 
Partners and the persons responsible for the preparation of this Addendum have no direct or indirect 
pecuniary interest or other interest in this transaction.  We note for completeness that a draft of this 
Addendum was provided to Abano and its advisers, solely for the purpose of verifying the factual matters 
contained in this Addendum.  While minor changes were made to the drafting, no material alteration to 
any part of the substance of this Addendum, including the methodology or conclusions, were made as a 
result of issuing the draft. 

Consent 

Calibre Partners consents to the issuing of the Addendum, in the form and context in which it is included, 
in the information to be sent to Abano shareholders.  Neither the whole nor any part of the Addendum, nor 
any reference thereto, may be included in any other document without the prior written consent of 
Calibre Partners as to the form and context in which it appears. 
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Reliance upon information 

In forming our opinion, we have relied upon and assumed, without independent verification, the accuracy 
and completeness of all information that was available from public sources and all information that was 
furnished to us by Abano and its advisers.  We have no reason to believe any material facts have been 
withheld. 

We have evaluated that information through analysis, enquiry and examination for the purposes of 
forming our opinion, but we have not verified the accuracy or completeness of any such information.  
We have not carried out any form of due diligence or audit on the accounting or other records of Abano.  
We do not warrant that our enquiries would reveal any matter that an audit, due diligence review or 
extensive examination might disclose.
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Appendix 2: Financial summary 
This appendix sets out updated financial information provided by Abano to Calibre Partners in early 
November 2020.  We have analysed and relied upon this information to prepare the Addendum.    

Lumino financial performance 

Table A1 summarises Lumino’s earnings for FY17–FY20 (actuals) and FY21 (forecast), excluding group 
corporate costs.  FY21 forecast information was updated by Abano at the beginning of November 2020. 

Table A1: Lumino financial performance (NZD 000)2   

 

FY17  
Actual  

FY18  
Actual  

FY19  
Actual  

FY20  
Actual  

FY21 
Forecast 

Gross revenue/patient fees 120,817  138,081  147,378  130,712  159,855 

Dentist commissions  (39,417) (45,497) (47,864) (43,772) (52,274) 

Net revenue 81,400  92,584  99,514   86,940  107,581 

Employee expenses (32,660) (36,460) (41,655) (42,892) (44,932) 

Patient consumables (15,535) (17,445) (20,124) (19,058) (24,467) 

Occupancy costs (6,990) (8,116) (9,192) (9,243) (9,700) 

Other net operating costs (9,398) (10,342) (11,670) (10,201) (9,863) 

Underlying EBITDA (before wage subsidy) 16,816  20,222  16,874  5,546  18,619 

Wage subsidy –  –  –  3,500  1,952 

Acquisition and transaction costs (146) (151) (70) –   –  

EBITDA 16,670  20,072  16,804  9,046  20,571 

Depreciation (4,000) (4,734) (5,195) (5,475) (5,122) 

Amortisation (265) (487) (1,066) (1,100) (1,146) 

EBIT 12,405 14,851  10,543  2,471  14,303 

Underlying EBITDA margin3 13.9%  14.6%  11.4%  4.2%  11.6% 

Same-practice revenue growth (1.1%) 3.2%  1.2%  (12.8%)  22.1% 

Source: Abano statutory accounts, management accounts and forecast 

Abano has increased its FY21 revenue and earnings forecasts for Lumino since the October IAR.  The 
revised forecast continues to assume that New Zealand, or regions in New Zealand, do not return to either 
Alert Level 3 or Alert Level 4 for the remainder of the financial year, meaning practices can operate at full 
capacity. 

Lumino same-practice revenue growth for October 2020 was 13% (previously forecast to be 4%).  For the 
five months in the financial year to date, Lumino’s same-practice revenue has grown by approximately 
12%, including impacts of the COVID-19 lockdown restrictions in Auckland throughout August 2020. 

Forward bookings for the next two months (November and December 2020) are higher than at the same 
time last year.  Consequently, Abano is now forecasting an increase in appointments for these months, 
with Lumino continuing to outperform management expectations. 

We understand from discussions with Abano that observed key practice metrics such as forward bookings, 
actual appointments, average revenue per appointment and clinician utilisation are all above normal 

 
2 Numbers provided exclude the impact of IFRS 16 – relating to leases. 
3 Abano reports revenue differently for each of Lumino and Maven.  In Lumino, gross revenue is reported before paying dentists’ 
commissions. In comparison, Maven’s revenue is reported net of fees received by dentists. This can make ratios difficult to 
compare between the countries, which is why gross revenue or patient fees are used for both businesses. A number of Abano’s 
peer comparable companies report EBITDA margin on a gross basis. To help increase comparability to those peer companies, 
we have measured EBITDA margin relative to Lumino’s gross revenue. 
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levels at the current time.  This indicates to us that ‘pent-up’ demand following COVID-19 lockdown 
periods in March – May 2020 and August 2020 is contributing to Lumino’s (and Abano’s) currently strong 
trading performance. 

One operating cost not shown in Table A1 is the expense incurred by Abano under its PPS.  Abano 
continues to recognise this cost below the EBIT line, as it is equivalent to a distribution of profits. The PPS 
expense was $0.3 million in FY20 and is now forecast to be $0.5 million in FY21.   

Maven financial performance 

Table A2 summarises Maven’s earnings for FY17–FY20 (actuals) and FY21 (forecast), excluding group 
corporate costs.  FY21 forecast information was updated by Abano at the beginning of November 2020. 

Table A2: Maven financial performance (AUD 000)4 

 

FY17  
Actual  

FY18  
Actual  

FY19  
Actual  

FY20  
Actual  

FY21 
Forecast 

Gross revenue/patient fees 133,513  152,779  179,229   156,489  178,475 

Fees received by dentists  (42,610) (49,185) (55,791) (48,790) (57,163) 

Net revenue 90,904  103,595  123,437   107,699  121,312 

Employee expenses (42,965) (49,714) (59,891) (59,209) (58,057) 

Patient consumables (15,913) (17,953) (20,339) (19,236) (22,122) 

Occupancy costs (8,663) (9,942) (12,091) (12,431) (11,976) 

Other net operating costs (9,009) (9,982) (11,646) (9,931) (10,116) 

Underlying EBITDA (before wage subsidy) 14,353  16,004  19,471   6,892  19,041 

Wage subsidy –  –  –   4,637  8,001 

Acquisition and transaction costs (544) (1,052) (852) (48) – 

EBITDA 13,810  14,952  18,619   11,481  27,042 

Depreciation (3,328) (3,780) (4,278) (4,301) (4,002) 

Amortisation (288) (510) (719) (904) (944) 

EBIT 10,194  10,662  13,622   6,275  22,096 

Underlying EBITDA margin5 10.8%  10.5%  10.9%  4.4%  10.7% 

Same-practice revenue growth (4.4%) 0.0% (2.9%) (15.6%) 16.3% 

Source: Abano statutory accounts, management accounts and forecast 

Abano has also revised its FY21 revenue and earnings forecasts higher for Maven.  This continues to 
assume there are no widespread issues with COVID-19 in Australia for the remainder of the financial year. 

Maven same-practice revenue growth for October 2020 was flat (previously forecast to be negative 3%).  
For the five months in the financial year to date, Maven same-practice revenue has grown by 
approximately 2%, including any impacts of the COVID-19 restrictions in Victoria between August and 
October 2020.  The majority of Maven’s practices are located in Queensland and New South Wales. 

Historically, Abano’s performance has been negatively impacted by the performance of its Australian 
dental practices, which have recorded either flat or declining same-practice revenue year-on-year. 

Abano has announced that its latest FY21 EBITDA forecast includes $0.6 million of recurring and one-off 
cost savings related to its Lumino and Maven practices.  Through analysis and discussions held with Abano 
management, we estimate that up to $0.5 million of these cost savings would not recur in future periods. 

 
4 Numbers provided exclude the impact of IFRS 16 – relating to leases.  
5 Percentage of patient fees. 
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Corporate costs 

Table A3 summarises Abano’s corporate costs for FY17–FY20 (actuals) and FY21 (forecast).  Abano is still 
expected to incur corporate costs, excluding transaction costs, of approximately $4 million in FY21.  
$4.9 million of costs associated with this transaction, in FY21, is also unchanged since the October IAR. 

Table A3: Group corporate costs (NZD 000) 

 FY17 
Actual 

FY18 
Actual 

FY19 
Actual 

FY20 
Actual 

FY21 
Forecast 

Employee expenses (1,726) (1,811) (2,082) (1,855) (2,260) 

Director fees (483) (515) (590) (537) (471) 

Other net operating expenses (1,290) (1,724) (1,329) (1,419) (1,385) 

Underlying EBITDA (3,499) (4,049) (4,002) (3,811) (4,116) 

Acquisition and transaction costs –  –  –  (4,221) (4,878) 

EBITDA (3,499) (4,049) (4,002) (8,033) (8,994) 

Depreciation and amortisation (117) (149) (164) (153) (87) 

EBIT (3,616) (4,199) (4,166) (8,186) (9,081) 

Source: Abano statutory accounts, management accounts and forecast 
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Group financial position 

Table A4 shows Abano’s group financial position as at 31 May 2019, 31 May 2020 and 31 October 2020, 
based on its annual report and unaudited management accounts.  Abano provided us with the unaudited 
October 2020 balance sheet on 6 November 2020. 

Table A4: Group financial position (NZD 000) 

 May 2019 May 2020 Oct 2020 

Current trade and other trade 
receivables 

9,337  8,894   8,641 

Inventory 8,254  7,227   7,205 

Current trade and other trade payables (28,051) (33,106) (32,523) 

Net contract assets / (liabilities) 7 25 (578) 

Net income tax asset / (liability) 465 2,334 (1,035) 

Current provisions (94) (174) (119) 

Net working capital (10,082) (14,800) (18,409) 

Property, plant and equipment 53,108  46,883   46,631 

Non-current receivables 982  893   830 

Non-current payables (2,177) (2,079) (2,131) 

Non-current provisions (736) (1,226) (1,213) 

Deferred tax asset 3,740 7,319 5,912 

Net tangible assets 44,835 36,990 31,620 

Goodwill 251,266  211,220  210,241 

Intangible assets 10,881  9,883   8,955 

Net operating assets 306,982 258,093 250,816 

Cash and cash equivalents 3,132  15,972   7,524 

Non-current borrowings (137,733) (154,666) (127,907) 

Derivative financial instruments (8,392) (11,355) (11,095) 

Deferred acquisition consideration (9,270) (3,311) (2,540) 

Net assets pre-NZ IFRS 16 classification 154,719 104,733 116,798 

Right of use asset – 82,784 76,843 

Lease liability – (95,625) (89,336) 

Impact of increased deferred tax asset – 3,779 3,671 

Net assets 154,719 95,671 107,976 

Source: Abano statutory accounts and management accounts 

Abano used surplus cash to pay down interest-bearing debt in October 2020.  Non-current borrowings 
reduced from $148.1 million to $127.9 million during this month, and cash and cash equivalents 
decreased from $27.1 million to $7.5 million over the same period. 

At 31 October 2020, non-current borrowings still included the capitalisation of a $5.2 million non-cash 
finance charge (pre-tax), required under IFRS 9, less $0.8 million of unamortised loan transaction fees.  
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Abano’s AUD facilities (together known as the Maven Facility) comprise the following terms and tranches: 

Table A5: Australian loan facilities as at 31 October 2020 (AUD 000) 

Revolving credit 
facility tranches Currency 

Maturity 
date AUD facility 

Drawn as at 
Oct 2020 

Undrawn as 
at Oct 2020 

Applicable interest rate 
as at Oct 2020 

Tranche B AUD 30-Jun-22 40,000  40,000  –   1-month BBSY + 2.16% 

Tranche C AUD 10-Oct-22 42,000  42,000  –   1-month BBSY + 2.19% 

Acquisition facility AUD 1-Jul-23 30,000  –  30,000  1-month BBSY + 2.16% 

      112,000  82,000  30,000  
 

Source: Abano 

The Abano Loan Facility comprises the following terms and tranches: 

Table A6: New Zealand loan facilities as at 31 October 2020 (NZD 000) 

Revolving credit 
facility tranches Currency 

Maturity 
date Facility 

Drawn as at 
Oct 2020 

Undrawn as 
at Oct 2020 

Applicable interest rate 
as at Oct 2020 

Tranche A NZD, AUD, HKD, SGD 15-Dec-22 19,007  16,507  2,500   1-month BKBM + 2.22% 

Tranche B NZD, AUD, HKD, SGD 31-Mar-22 20,000  20,000  –   3-month BKBM + 2.13% 

Tranche C NZD, AUD, HKD, SGD 10-Oct-22 10,000  – 10,000  3-month BKBM + 2.19%  

  49,007  36,507  12,500  
 

Source: Abano  

During October 2020, Abano repaid AUD 14.0 million that had been drawn from its acquisition facility in 
Australia and also NZD 3.5 million of its debt in New Zealand. 

Abano had AUD 30.0 million and NZD 12.5 million of undrawn funds available in its Australian and New 
Zealand loan facilities (respectively) as at 31 October 2020. 

Capital expenditure 

Capital expenditure is still forecast to be $12 million in FY21, in line with depreciation and amortisation. 
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Share price performance 

Figure A1 shows the prices and volumes of shares traded in Abano up to 31 October 2020. 

Figure A1: Share price and volume traded on NZX Main Board 

 
Source: S&P Capital IQ and Calibre Partners analysis 

Abano’s share price increased to $3.70 per share following the SIA announcement on 31 August 2020 
and traded at around this level throughout September 2020. 

The share price increased further in response to Bidco increasing the Scheme price from $4.45 per share 
to $4.75 per share on 12 October 2020.  Abano’s shares have traded at between $4.20 and $4.36 per 
share since this announcement. 

Abano’s share price is likely to increase again in response to Bidco raising the proposed consideration from 
$4.75 to $5.20 per share.
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Appendix 3: Comparable company analysis 
Comparable listed companies 

Figure A2 presents an updated analysis of earnings multiples for 1300Smiles and Pacific Smiles.  These 
multiples are based on the companies’ current enterprise values relative to their actual and forecast 
earnings. 

Figure A2: Comparable trading multiples (EV/EBITDA)  

 
Source: S&P Capital IQ and Calibre Partners analysis  

Comparable transactions 

Our analysis of comparable dental transactions is unchanged from that set out in the October IAR.  
For completeness, Figure A3 below presents the historical and forecast earnings multiples implied by 
those transactions. 

Figure A3: Comparable transaction multiples 

 
Source: S&P Capital IQ and Calibre Partners analysis 
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