
Nurse Next Door Trademark Acquisition and Royalty 

Investor Presentation

November 1, 2019



Legal Disclaimer

Notice

The contents of this presentation are for information purposes only. This presentation does not constitute an offer to sell securities of Diversified Royalty Corp. (“DIV”) or any other entity and it is not soliciting an offer to buy any such 

securities. This presentation is not, and under no circumstances is it to be construed as, a prospectus, offering memorandum, advertisement or public offering of any securities referred to herein. No representation, warranty or 

undertaking, express or implied, is or will be made and no responsibility or liability is or will be accepted by DIV or any of its affiliates or associates or their respective directors, officers, employees, partners, agents, securityholders or 

advisors as to, or in relation to, the accuracy or completeness of the information contained herein.  This document may contain product names, trade names, trademarks and services marks of DIV and its affiliates and of other 

entities and organizations, all of which are the properties of their respective owners.  All dollar amounts herein are expressed in Canadian dollars unless otherwise indicated.

The Q3 2019 financial information contained in this presentation on which the run-rate and pro-forma adjusted figures herein are based is preliminary and is based upon the estimates and assumptions of the respective management 

of DIV, Mr. Lube, Sutton, and Mr. Mikes as applicable, has not yet been approved by their respective Audit Committees or Boards of Directors, and has not been subject to a review by their respective auditors. The final Q3 2019 

financial results could differ materially from the preliminary financial information.

Forward Looking Information

Certain statements contained in this presentation may constitute “forward-looking information" or “financial outlook” within the meaning of applicable securities laws that involve known and unknown risks, uncertainties and other 

factors which may cause the actual results, performance or achievements to be materially different from any future results, performance or achievements expressed or implied by such forward-looking information or “financial 

outlook. The use of any of the words “anticipate”, “continue”, “estimate”, “expect”, “intend”, “may”, “will”, ”project”, “should”, “believe”, “confident”, “plan” and “intends” and similar expressions are intended to identify forward-

looking statements, although not all forward-looking statements contain these identifying words. Specifically, forward-looking information or financial outlook in this presentation includes, but are not limited to, statements made in 

relation to: the completion of the indirect acquisition by DIV of certain trademarks and other intellectual property (the “NND Rights”) from Nurse Next Door (the “Acquisition”) and the immediate licence of such intellectual property 

back to Nurse Next Door (the “Royalty” and together with the Acquisition, the “Transaction”), the terms thereof and the expected timing therefor; certain of the expected terms of the licence and royalty agreement governing the 

Royalty; the expected terms on which Nurse Next Door can buy back the NND Rights; the details of the Royalty and gross royalty which includes the Nurse Next Door Distribution Entitlement; statements related to the expected tax 

implications of the Acquisition on DIV; the means by which DIV intends to finance the Acquisition, including the expected terms of such debt; DIV’s business plans and strategies following the completion of the Transaction, including 

continuing to execute on its business plan of acquiring high quality trademarks and royalty streams on an accretive basis, resulting in greater diversification and dividend increases; the expectation that the Transaction will be 

accretive; Nurse Next Door’s business plans and strategies following completion of the Transaction, including consolidating ownership, and accelerating growth; the expectation that Nurse Next Door will sign its 200th franchise by the 

end of 2019 and open up to 55 new franchised locations in 2020; the expectation that Nurse Next Door will achieve strong system sales growth and robust new store growth over the next five years; expectations with respect to North 

American demographics; the expected financial impact of the Transaction on DIV, including on its pro forma payout ratio; the statement that DIV will increase its annual dividend to $0.23 per share, subject to completion of the 

Acquisition and the timing therefor; the expected terms of the Acquisition Facility and the strategic impacts of the Acquisit ion Facility and other available and potential debt capacity, including strengthening DIV’s competitive 

position as it continues to actively pursue additional royalty transaction opportunities; the expected terms on which future term debt may be obtained; the preliminary nature of DIV’s and its royalty partner’s results for Q3 2019; and 

DIV’s corporate objectives. These statements involve known and unknown risks, uncertainties and other factors that may cause actual results or events, performance, or achievements of DIV to differ materially from those anticipated 

or implied in such forward-looking statements. DIV believes that the expectations reflected in these forward-looking statements are reasonable but no assurance can be given that these expectations will prove to be correct. In 

particular there can be no assurance that: the Acquisition or the Transaction will close on the terms or in accordance with the timing currently expected, or at all; DIV will realize the expected benefits of the Transaction, or that it will 

be accretive; there will be any future increases in the Royalty payments made by Nurse Next Door to DIV; DIV will be able to obtain the credit facility for the Acquisition on the terms currently expected, or at all; DIV will be able to 

obtain the Acquisition Facility on the terms currently expected, or at all or that DIV will realize the strategic objectives of the Acquisition Facility; the actual tax implications of the Acquisition on DIV will be consistent with the expected 

tax implications; the Transaction, if completed, will be successful; Nurse Next Door will meet its business objectives, including its objectives with respect to the future growth; Nurse Next Door will make the required royalty payments 

required under the licence and royalty agreement and otherwise comply with its obligations under the agreements governing the Transaction; Nurse Next Door will not be adversely affected by the other risks facing its business; 

Nurse Next Door will not exercise its right to buy back the NND Rights, or that any exercise by Nurse Next Door of its buy back right will result in strong returns to DIV; or DIV will be able to achieve any of its corporate objectives or make 

monthly dividend payments to the holders of its common shares. Given these uncertainties, readers are cautioned that forward-looking information and financial outlook included in this presentation are not guarantees of future 

performance, and such forward-looking information and financial outlook should not be unduly relied upon. More information about the risks and uncertainties affecting DIV’s business and the businesses of its royalty partners can be 

found in the “Risk Factors” section of its Annual Information Form dated March 11, 2019 and the “Risk Factors” section of its management’s discussion and analysis for the three and six months ended June 30, 2019 that are available 

under DIV’s profile on SEDAR at www.sedar.com.

In formulating the forward-looking statements contained herein, management has assumed that, among other things, all necessary consents and approvals for the Acquisition and the Transaction will be obtained and the 

Transaction will be completed in accordance with the timing currently expected and on the currently contemplated terms, all conditions to the completion of the new credit facility for the Acquisition will be obtained and such 

facility and the Acquisition Facility will be completed in accordance with the timing currently expected and on the currently contemplated terms; Nurse Next Door will be successful in meeting its stated corporate objectives, 

including its growth targets; DIV will realize the expected benefits of the Transaction and the Acquisition Facility, the Nurse Next Door business will not suffer any material adverse effect, and the business and economic conditions 

affecting DIV and Nurse Next Door will continue substantially in the ordinary course, including without limitation with respect to general industry conditions, general levels of economic activity and regulations. These assumptions, 

although considered reasonable by management at the time of preparation, may prove to be incorrect.

To the extent any forward-looking information or statements in this presentation constitute a “financial outlook” within the meaning of applicable securities laws, such information is being provided to assist investors in understanding 

the potential financial impact of the Transaction, the new credit facility for the Acquisition, the Acquisition Facility and dividend increase on DIV.

All of the forward-looking information and financial outlook disclosed in this presentation is qualified by these cautionary statements and other cautionary statements or factors contained herein, and there can be no assurance that 

the actual results or developments contemplated thereby will be realized or, even if substantially realized, that they will have the expected consequences to, or effects on, DIV contemplated by such forward-looking information and 

financial outlook contained herein. The forward-looking information and financial outlook included in this presentation is made as of the date of this presentation and DIV assumes no obligation to publicly update or revise such 

information to reflect new events or circumstances, except as may be required by applicable law.
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Non-IFRS Measures

This presentation makes reference to certain non-IFRS financial measures. These non-IFRS financial measures are not recognized measures under IFRS, do not have a standardized meaning prescribed by IFRS and are therefore 

unlikely to be comparable to similar measures presented by other issuers, and should not be construed as an alternative to other financial measures determined in accordance with IFRS. Rather, these financial measures are 

provided as additional information to complement IFRS financial measures by providing further understanding of DIV’s and Nurse Next Door’s financial performance from management’s perspective and the expected financial 

impact of the Transaction on DIV. Accordingly, non-IFRS financial measures should never be considered in isolation nor as a substitute to using net income as a measure of profitability or as an alternative to the IFRS consolidated 

statements of income or other IFRS financial measures. Management presents the non-IFRS measures, “EBITDA”, “Normalized EBITDA”, “distributable cash”, “distributable cash per share”, “payout ratio”, “pay-out ratio net of DRIP”, as 

well as “run-rate”, “pro-forma” and “pro-forma adjusted” variations thereof and “pro-forma royalty coverage” in this presentation.

Where annualized figures (both IFRS and non-IFRS) are presented in this presentation, they are based on DIV’s preliminary results for the three months ended September 30, 2019.  A non-IFRS measure in this presentation is qualified by 

the words “run-rate” it represents the annualized figure, which has been further adjusted to give effect to CEO incentive compensation that will cease in 10 months, 50% of the CEO incentive compensation being settled in restricted 

share units, incremental salaries expense, non-recurring director fees, the $50 million Acquisition Facility and taxes thereon. Where a non-IFRS measure in this presentation is qualified by the words “pro-forma”, it represents the “run-

rate” figure as further adjusted to give effect to the Transaction, including the new credit facility for the Acquisition. Where a non-IFRS measure in this presentation is qualified by the words “pro-forma adjusted”, it represents the pro-

forma figure, as further adjusted to remove the impact of the Nurse Next Door Distribution Entitlement. 

EBITDA is calculated as earnings before interest, taxes, depreciation and amortization. Normalized EBITDA is calculated as EBITDA before certain items including: share-based compensation, litigation expense, impairment loss, the 

CEO incentive compensation that will cease in 10 months, other finance income (costs), and fair value adjustment on financial instruments. While Normalized EBITDA is not a recognized measure under IFRS, management of the 

Corporation believes that, in addition to net income, Normalized EBITDA is a useful supplemental measure as it provides investors with an indication of cash available for distribution prior to debt service needs, litigation expenditures 

and interest income. The methodologies used by the Corporation to determine Normalized EBITDA may differ from those utilized by other issuers or companies and, accordingly, Normalized EBITDA as used in this presentation may not 

be comparable to similar measures used by other issuers or companies. Readers are cautioned that Normalized EBITDA should not be construed as an alternative to net income or loss determined in accordance with IFRS as 

indicators of an issuer’s performance or to cash flows from operating, investing and financing activities as measures of liquidity and cash flows. 

Distributable cash is defined as Normalized EBITDA less interest expense on credit facilities, less distributions on LP units, less current taxes, plus interest income. Distributable cash per share distributable cash divided by the weighted 

average number of DIV shares outstanding for the three months ended September 30, 2019 on a non-diluted basis. Distributable cash and distributable cash per share are non-IFRS financial measures that do not have standardized 

meanings prescribed by IFRS, and therefore may not be comparable to similar measures presented by other issuers. Management believes that Distributable cash and distributable cash per share provide investors with useful 

information about the amount of cash the Corporation generates to cover dividends on the shares during the period. 

The payout ratio is calculated by dividing the total dividends declared during a period by the distributable cash generated in that period. The payout ratio is not a recognized measure under IFRS, however, management of the 

Corporation believes that it provides supplemental information regarding the extent to which the Corporation distributes cash as dividends, when compared to its cash flow capacity. Payout ratio as used in this presentation may not 

be comparable to similar measures used by other issuers or companies. Payout ratio net of DRIP, is the payout ratio on a cash basis after adjusting for dividends paid by the Corporation in the form of DIV shares issued under DIV’s 

dividend reinvestment plan.

Pro-forma payout ratio for DIV is calculated as (i) DIV’s annualized current monthly dividend, adjusted to give effect to the increase in the annual dividend expected to occur following completion of the Transaction, divided by (ii) 

DIV’s annualized Q3 2019 distributable cash, adjusted to give effect to: the Transaction; the new credit facility for the Acquisition; the Acquisition Facility; CEO incentive compensation that will cease in 10 months, 50% of the CEO 

incentive compensation being settled in RSUs, incremental salaries expense, non-recurring director fees, the reversal of interest income earned on excess cash and taxes. Pro-forma payout ratio is not a recognized measure under 

IFRS; however, management of the Corporation believes that it provides supplemental information regarding the extent to which the Corporation distributes cash as dividends, when compared to its cash flow capacity. Pro-forma 

payout ratio as used in this news release may not be comparable to similar measures used by other issuers.

Pro-forma royalty coverage is calculated as the pro-forma normalized 2019 EBITDA for Nurse Next Door divided by the sum of the annualized royalty and management fee for the same period. Pro-forma normalized 2019 EBITDA for 

Nurse Next Door is calculated as net income for that period before interest, taxes, depreciation, amortization, compensation to shareholders, foreign exchange and other non-cash gains, and adjusted for certain non-recurring 

revenues and expenses.

Pro-forma adjusted royalty revenue is calculated as DIV’s annualized Q3 2019 revenues, adjusted to give effect to the Transaction net of the Nurse Next Door Distribution Entitlement. Pro-forma adjusted royalty revenue is not a 

recognized measure under IFRS; however, management of the Corporation believes it provides supplemental information regarding the extent to which DIV shareholders have an interest in the consolidated revenues earned by DIV. 

Pro-forma adjusted royalty revenue as used in this news release may not be comparable to similar measures used by other issuers.

For further details with respect to the calculation of such non-IFRS measures, see Appendix A hereto, and “Description of Non-IFRS and Additional IFRS Measures” in the DIV’s management’s discussion and analysis for the three and 

six months ended June 30, 2019, a copy of which is available on SEDAR at www.sedar.com.
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Transaction Overview

4

Diversified Royalty Corp. (“DIV”) entered into an agreement with Nurse Next Door Professional Home Care Services

Inc. and certain of its affiliates (collectively, “Nurse Next Door” or “NND”) to acquire the trademarks and certain

other intellectual property and add a fifth royalty stream to its portfolio for a purchase price of $52.0M, excluding a

retained interest to be provided to NND through limited partnership units (the “Exchangeable Units”).

Brand
• In 2018, NND was named a Top 50 Franchise System in North America(1), 

Fastest Growing Home Care Franchise System(2) and Canada’s Most 

Admired Corporate Cultures(3)

Diversification
• By the end of 2019, NND expects to sign its 200th franchise with ~70 

locations in Canada, ~125 in the United States and 3 international

Annual Top-Line Royalty
• $4,814,000 royalty(4) and $75,000 annual management fee, representing 

~13% of DIV’s pro-forma adjusted revenues(5)

Capital Deployment
• $37.5M of DIV equity, $14.5M to be financed by bank debt ($7.25M at 

closing and $7.25M subsequent to closing)

Accretive Transaction, 
Royalty Protection

• 10.6x royalty acquisition multiple

• DIV’s royalty represents <70% of NND’s TTM EBITDA(5)

• Fixed 2% royalty growth in perpetuity

1) As ranked by Entrepreneur. https://www.entrepreneur.com/franchise500/2018

2) As ranked by Canadian Business. https://www.canadianbusiness.com/lists-and-rankings/growth-500/2018-ranking-g500/

3) As ranked by Waterstone Human Capital. https://www.newswire.ca/news-releases/2018-canadas-most-admired-corporate-cultures-and-

canadas-most-admired-ceo-winners-announced-701072581.html

4) The royalty payment under the license and royalty agreement is based on 6% of system sales. Nurse Next Door system sales for the trailing 

twelve months ended September 30, 2019 is $106.1M. The total royalty is calculated as $6.4M of which $4.8M is retained by DIV, and the 

remaining $1.6M is paid as a distribution to Nurse Next Door on their Exchangeable Units (the “Nurse Next Door Distribution Entitlement”). 

5) Pro-forma adjusted revenues and EBITDA are non-IFRS measures. See “Non-IFRS Measures” and “Appendix A”. 

https://www.entrepreneur.com/franchise500/2018
https://www.canadianbusiness.com/lists-and-rankings/growth-500/2018-ranking-g500/
https://www.newswire.ca/news-releases/2018-canadas-most-admired-corporate-cultures-and-canadas-most-admired-ceo-winners-announced-701072581.html


Nurse Next Door – Overview 

 Nurse Next Door currently operates ~177 locations (~175 franchised, 2 corporate),

primarily across Canada and the United States and has been in business since 2001

 DIV believes Nurse Next Door is an excellent royalty acquisition:

 Financial Performance: strong financial performance over an extended period of time

 Management: award-winning team focused on building culture, brand and success

 Home Care Space: the senior population in North America is forecasted to increase. In
2016, the number of seniors (aged 65 and over) in the total population surpassed the
number of children for the first time in Canada’s history(1). In the U.S., older adults are

projected to outnumber children by 2034(2).

 Ownership Motivation/Alignment: NND’s largest shareholder is buying out his partners and
consolidating his ownership

 Business Model: >95% franchise business

 Growth: robust pipeline of new location growth

 Fit: industry diversification and size

 Royalty Coverage: TTM pro-forma royalty coverage(3) is >145%

 Accretive: DIV is purchasing the trademarks and a high quality royalty stream at an
accretive multiple

5
1) Statistics Canada. https://www150.statcan.gc.ca/n1/pub/91-520-x/2010001/aftertoc-aprestdm1-eng.htm

2) United States Census Bureau. https://www.census.gov/library/visualizations/2018/comm/historic-first.html

3) Pro-forma royalty coverage is a non-IFRS measure. See “Non-IFRS Measures”. Pro-forma royalty coverage is calculated as normalized 2019 

EBITDA for Nurse Next Door divided by the sum of the annualized royalty and management fee for the same period.

https://www150.statcan.gc.ca/n1/pub/91-520-x/2010001/aftertoc-aprestdm1-eng.htm
https://www.census.gov/library/visualizations/2018/comm/historic-first.html


Financial Performance

 Nurse Next Door generated system sales of over $100M in fiscal 2019 and has

generated a 20% CAGR in annual system sales over the past five years

 Nurse Next Door has also opened 157 franchise locations over the past five years

and expects to open up to 55 new franchised locations in 2020
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Management

 Nurse Next Door is led by an award-winning team focused on building culture,

brand and success:

 Ken Sim: Co-founded Nurse Next Door in 2001 and led the business until bringing in an

experienced management team led by Cathy Thorpe

 Cathy Thorpe, President and CEO: joined in 2014 and has led NND’s impressive growth
from 73 locations to 177 locations – formerly a senior executive at The Gap

 Kathy Nguyen, CFO and VP Innovation: joined in 2013 and is responsible for finance and
legal – formerly held various senior positions at BC Hydro

 Arif Abdulla, VP Global Franchise Development: joined in 2006 and spearheaded NND’s
expansion into the US market – 2017 Top 40 under 40 winner by Business in Vancouver

 Susan Karda, Chief Operations Officer: joined in 2017 and oversees the NA operations of
NND’s franchisees – 25+ years of experience working with world class brands – Aritzia and
The Gap

 Veronica Tissera, VP Corporate Franchises: joined in 2014 and is responsible for NND’s

corporate franchise operations – formerly at Aritzia and Please Mum

7



Home Care Space

 Demographics. Between 2011 (when the oldest baby boomer reached age 65)
and 2029 (when the youngest boomer turns age 65), 10,000 people turn 65 every

day(1)

 Need. As baby-boomers continue to age, many will experience health and

physical problems – 80% of current seniors have at least one chronic health

condition(2)

 Patient Preferred. The vast majority of seniors prefer to stay home as long as

possible – home care supports that desire(3)

 Efficient and Cost Effective. Home care is much more cost effective than away-
from-home care facilities

 Improved Patient Outcomes. Home care is associated with lower health care

requirements and improving the quality of life for seniors

 Industry Structure. Fragmented industry
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1) Pew Research Center. https://www.pewresearch.org/fact-tank/2019/07/24/baby-boomers-us-labor-force/

2) National Council on Aging. https://www.ncoa.org/news/resources-for-reporters/get-the-facts/healthy-aging-facts/

3) AARP. https://www.aarp.org/retirement/planning-for-retirement/info-2018/retirees-age-in-place-aarp-study.html

https://www.pewresearch.org/fact-tank/2019/07/24/baby-boomers-us-labor-force/
https://www.ncoa.org/news/resources-for-reporters/get-the-facts/healthy-aging-facts/
https://www.aarp.org/retirement/planning-for-retirement/info-2018/retirees-age-in-place-aarp-study.html


Ownership Motivation/Alignment

 Ken Sim, Nurse Next Door’s co-founder and largest shareholder intends to use the

vast majority of the proceeds of the transaction to buyout his partners and

consolidate his ownership

 Ken Sim believes Nurse Next Door is at an inflection point for management focus

accelerated growth

9



Business Model

 Over 95% of NND’s locations are run by local franchise operators

 Nurse Next Door’s “HeartQuarters” is based in Vancouver, BC:

 Provides 24/7 call centre support providing client scheduling and logistics

 Data analytics and performance tracking

 Centralized marketing

 Franchise development and coaching

 NND’s franchise partners

 Responsible for recruiting and hiring caregivers

 Delivering care services to clients

 Local marketing

 Manage day-to-day operations of their local market

 Nurse Next Door’s call centre and centralized marketing provides a significant

advantage over smaller industry players
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Growth

 Nurse Next Door has generated a 20% CAGR in annual system sales over the past

five years and expects continued strong system sales growth as new franchisees

are added and as new franchisees ramp up

 Nurse Next Door has opened 157 new locations over the past five years and

expects to open up to 55 new franchised locations in 2020, and to achieve robust

new store growth over the next 5 years
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Fit

 Diversification/Industry

 The acquisition of Nurse Next Door represents DIV’s fifth royalty stream

 With investments in Mr. Lube, Air Miles, Sutton Realty, and Mr. Mikes, DIV

currently has no exposure to the home care industry

 The home care industry represents a significant market with a very large

growth opportunity

 Nurse Next Door royalty and management fees represent ~13% of DIV’s pro-forma

adjusted revenue

12

1) Pro-forma adjusted revenue is a non-IFRS measure. See “Non-IFRS Measures” and “Appendix A”.



Fit

13

Diversified Royalty 

Corp.(1)

Sutton LP Mr. Lube LP Air Miles LP

Expanding across diverse and attractive industries

Nurse Next 

Door LP
Mr. Mikes LP

11% 21%44% 13% 11%

1) The percentages of royalties as presented is based on pro-forma adjusted revenue. Pro-forma adjusted revenue is a non-IFRS measure. See 

“Non-IFRS Measures” and “Appendix A”.



Royalty Coverage

 Nurse Next Door’s royalty coverage is very strong. TTM pro-forma royalty

coverage(1) to September 30, 2019 is >145%

14

1) Pro-forma royalty coverage is a non-IFRS Measure. See “Non-IFRS Measures”. Pro-forma royalty coverage is calculated as normalized 2019 

EBITDA for Nurse Next Door divided by the sum of the annualized royalty and management fee for the same period.



Accretive

15

Run-Rate(1) Pro-Forma Adjusted(2)

$32.4M
Revenue

$37.3M
Revenue

$30.6M
Normalized EBITDA(3)

$35.5M
Normalized EBITDA(3)

Mr. 

Lube

Sutton

Air 

Miles

Mr. 

Mikes

Nurse 

Next 

Door

Mr. 

Lube

Sutton

Air 

Miles

Mr. 

Mikes

1) Run-Rate is based on DIV’s preliminary results for the three months ended September 30, 2019, annualized, and includes normalizing 

adjustments as per Appendix A.

2) Pro-Forma Adjusted is the Run-Rate amount after giving effect to the Nurse Next Door transaction as per Appendix A. 

3) Normalized EBITDA, Pro-Forma Adjusted Normalized EBITDA and Pro-Forma Adjusted Revenues as well as the Run-Rate amounts are non-

IFRS measures – See “Non-IFRS Measures” and “Appendix A” 



Accretive
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Run-Rate(1) Pro-Forma Adjusted(2)

$22.2M
Distributable Cash(3)

$25.2M
Distributable Cash(3)

$0.2039
Distributable Cash per Share(3)

$0.2314
Distributable Cash per Share(3)

$0.2225
Dividend per Share

$0.2300
Dividend per Share

109.1% 
Payout Ratio(3)

~99.4% (after dividend increase)
Payout Ratio(3)

84.2% 
Payout Ratio, net of DRIP(3)

~74.2% (after dividend increase)
Payout Ratio, net of DRIP(3)

$185.0M
UCC

$237.0M
UCC

~$46M
Cash

~$1M (+$57M undrawn facilities)
Cash(4)

1) Run-Rate is based on DIV’s preliminary results for the three months ended September 30, 2019, annualized, and includes normalizing 

adjustments as per Appendix A.

2) Pro-Forma Adjusted is the Run-Rate amount after giving effect to the Nurse Next Door transaction as per Appendix A. 

3) Distributable Cash, Distributable Cash per Share, Payout Ratio, Payout Ratio net of DRIP, as well as the respective Run-Rate and Pro-Forma 

Adjusted amounts are non-IFRS measures. See “Non-IFRS Measures” and “Appendix A”.

4) Pro-Forma Adjusted Cash is calculated as Run-Rate cash of $46M, plus $7.3M of incremental debt, less the cash purchase price of $52M.



Royalty Buyout Option

 Nurse Next Door has the right any time after seven years from the closing date to

buy back the NND Rights at a price determined in accordance with a formula

which has been structured with the intention of ensuring a strong positive return to

DIV upon any exercise of such right.
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Capitalization

18

1) Nurse Next Door will receive a retained interest in NND Royalties LP through the Exchangeable Units having an agreed value of $23.0M. 

The Nurse Next Door Distribution Entitlement is paid on the Exchangeable Units.

Diversified 
Royalty Corp.

NND 
Royalties 

LP

Nurse Next 
Door

$52,000

$23,000

$75,000

Class A LP 

units

$52,000

Class B LP units 

(Exchangeable 

Units)

$23,000

Debt(1)

$14,500

NND 
Holdings 

LP

Equity

$37,500



Royalty Revenue and Capitalization

19

1) Royalty revenue is based on Nurse Next Door’s system sales for the twelve months ended September 30, 2019 of $106.1M * 6% royalty rate. 

The amount retained by DIV is $4.8M, and $1.6M is paid as the Nurse Next Door Distribution Entitlement on the Exchangeable Units.

Diversified 
Royalty Corp.

NND 
Royalties 

LP

Nurse Next 
Door

$75k

Mgmt fee

$6,366k(1)

Royalty Revenue

Cash Flow (000s) DIV

Nurse 

Next Door Total

Royalty revenue $           4,814 $           1,552 $           6,366 

Management fee 75 - 75 

$           4,889 $           1,552 $           6,441 

Capitalization (000s) DIV

Nurse 

Next Door Total

Equity $          37,500 $          23,000 $          60,500 

Debt 14,500 - 14,500 

$          52,000 $          23,000 $          75,000 

Multiple: 10.6x 

$4,814k

Royalty 

Revenue

$1,552k

Distribution 

Entitlement



Deal Analysis

 Brand. Nurse Next Door has been in business since 2001 and has an impressive
track record of growth

 Management. Nurse Next Door has an experienced management team which has

won many awards and managed its impressive growth in revenue and profitability

 Business Model. Nurse Next Door is a well-run franchise business with 177 locations

and strong store-level economics

 Diversification. No correlation with Sutton, Mr. Lube, Air Miles and Mr. Mikes – the
home health care space is supported by strong demographic trends

 Size. A $52.0M trademark acquisition and $4.9M annual royalty and management

fee represents ~13% of DIV’s pro-forma adjusted revenues(1)

 Royalty Coverage. Nurse Next Door’s royalty coverage is superior with pro-forma

TTM coverage of >145%(1)

 Payout Ratio. DIV’s payout ratio improves from 109% to pro-forma under 100% after
dividend increase (74% net of DRIP) (1)

20

1) Pro-forma Adjusted Revenues, Payout Ratio, Pro-Forma Payout Ratio, and Pro-Forma Payout Ratio net of DRIP are non-IFRS measures. 

See “Non-IFRS Measures” and “Appendix A” .



Dividend

 DIV’s board of directors has approved a 3.4% increase in DIV’s annual dividend

from 22¼ cents per share to 23 cents per share, commencing in the first month

following closing of the transaction

 DIV’s payout ratio improves from 109% to pro-forma under 100% after dividend

increase (74% net of DRIP)(1)

21

1) Payout Ratio, Pro-Forma Payout Ratio, and Pro-Forma Payout Ratio net of DRIP are non-IFRS measures.  See “Non-IFRS Measures” and 

“Appendix A” .



Acquisition Line/Deal Capacity

 DIV has entered into term sheet for a $50M acquisition line from a Canadian

chartered bank

 DIV has $7.25M of undrawn debt capacity with respect to acquisition of Nurse Next

Door

 The $50M acquisition line and the $7.25M undrawn debt capacity from Nurse Next

Door provides DIV with approximately $57.25M of capital available to fund future

royalty acquisitions. In addition, we expect that DIV will be able to obtain

additional term debt in connection with any future royalty acquisition on a basis

consistent with past transactions that will further expand DIV’s acquisition capacity

 The acquisition line is a significant enhancement to DIV’s capital structure as it

provides the certainty of acquisition financing without the cost associated with

carrying cash on the Balance Sheet
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Summary

 The Acquisition of Nurse Next Door is accretive, deploys the vast majority of DIV’s

remaining cash on hand and allows DIV to increase its annual dividend to 23 cents

per share while reducing the pro-forma payout ratio(1) to under 100%

 With over $57M of capital available and the ability to obtain additional term debt

on future transactions, DIV is well positioned to continue pursuing royalty

acquisition opportunities – adding diversification to the portfolio while increasing

the annual dividend
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1) Pro-Forma Payout Ratio is a non-IFRS measure. See “Non-IFRS Measures” and “Appendix A” .



Appendix A
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(000s) Q3 2019 Annualized Normalizations Run-Rate(1) Nurse Next Door(2) Pro-Forma

Class B LP Distributions 

paid to 

Nurse Next Door(3) Pro-Forma Adjusted
Revenues $               32,412 $                      - $               32,412 $                 6,441 $               38,853 $               (1,552) $               37,301 

Operating expenses (3,804) 198 (3,606) (75) (3,681) - (3,681)

Finance costs, net (6,500) - (6,500) (3,235) (9,735) 1,552 (8,183)

Income before income taxes 22,108 198 22,306 3,131 25,437 - 25,437 

Income tax expense (6,364) (53) (6,417) (845) (7,262) - (7,262)

Net income and other comprehensive income $               15,744 $                    145 $               15,889 $                 2,286 $               18,175 $                      - $               18,175 

Interest expense on credit facilities 6,228 - 6,228 587 6,815 - 6,815 

Income taxes 6,364 53 6,417 845 7,262 - 7,262 

EBITDA(4) 28,336 198 28,534 3,718 32,252 - 32,252 

Adjustments:

Share-based compensation 1,452 - 1,452 - 1,452 - 1,452 

CEO incentive amount - 388 388 - 388 - 388 

Other finance income, net 608 - 608 2,648 3,256 (1,552) 1,704 

Fair value adjustment on financial instruments (336) - (336) - (336) - (336)

Normalized EBITDA(4) 30,060 586 30,646 6,366 37,012 (1,552) 35,460 

Less: interest expense on credit facilities (6,228) (94) (6,322) (587) (6,909) - (6,909)

Less: distributions on LP units (88) - (88) (1,552) (1,640) 1,552 (88)

Add: interest income 1,096 - 1,096 (1,096) - - -

Less: current income taxes (3,056) (103) (3,159) (143) (3,303) - (3,303)

Distributable cash(4) $               21,784 $                    389 $               22,173 $                 2,988 $               25,161 $                      - $               25,161 

Dividends declared 24,240 24,240 25,009 25,009 

Dividends declared, net of DRIP 18,665 18,665 18,665 18,665 

Distributable cash per share(4) $               0.2003 $               0.2039 $               0.2314 $               0.2314 

Dividend per share $               0.2225 $               0.2225 $               0.2300 $               0.2300 

Weighted average shares outstanding 108,735 108,735 108,735 108,735 

Payout ratio(4) 111.1% 109.1% 99.4% 99.4%

Payout ratio, net of DRIP(4) 85.7% 84.2% 74.2% 74.2%

1) Run-Rate is based on DIV’s preliminary results for the three months ended September 30, 2019, annualized, and adjusted for the impact of: CEO incentive compensation that will cease in 10 months, 50% of the CEO incentive 

compensation being settled in RSUs, incremental salaries expense, non-recurring director fees, the $50 million acquisition line and taxes thereon.

2) Royalty revenue is based on Nurse Next Door’s system sales for the twelve months ended September 30, 2019 of $106.1M * 6% royalty rate. The amount retained by DIV is $4.8M, and $1.6M is paid as the Nurse Next Door 

Distribution Entitlement on the Exchangeable Units. Term loan facility of $14.5M bears interest at an estimated rate of 4.05%. Interest income earned on excess cash is reversed. The addition to the undepreciated capital cost 

related to the Nurse Next Door transaction is approximately $52M.

3) Amounts reflect the impact of the Nurse Next Door Distribution Entitlement on Revenue, Normalized EBITDA and Distributable Cash, as though these were presented net of the total royalty revenue.

4) EBITDA, Normalized EBITDA, Distributable Cash, Distributable Cash per Share, Payout Ratio, Payout Ratio net of DRIP as well as the run-rate, pro-forma and pro-forma adjusted representations thereof are non-IFRS measures. See 

“Non-IFRS Measures”.


