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Key dates for PVT Shareholders 
 

 

Event Date* 

Date of this Scheme Booklet 8 November 2010 

Last date and time to lodge proxies for Scheme Meeting 7 December 2010 at 9:00am 

Date and time for deciding eligibility to vote at 
Scheme Meeting  

7 December 2010 at 7:00pm 

Scheme Meeting (PVT Shareholders) 9 December 2010 at 9.00am 

If the Scheme is approved by PVT Shareholders  

Second Court Date  15 December 2010 

Effective Date 

(date on which the Scheme comes into effect and is binding 
on PVT Shareholders. PVT Shares will cease trading at the 
close of trade on ASX on the Effective Date) 

16 December 2010 

Record Date** 23 December 2010 

Implementation Date (payment of Scheme Consideration by 
BidCo to PVT Shareholders and transfer of PVT Shares to 
BidCo) 

31 December 2010 

* All dates following the Scheme Meeting are indicative only and are subject to change.  All times 
referred to in this Scheme Booklet are to Queensland time. 

** PVT Shareholders on the register at 5:00pm on this date will be entitled to the Scheme 
Consideration. 

Enquiries regarding the Scheme should be directed to the PVT Shareholder Information Line, on 1800 
812 642 (within Australia) and +61 2 8280 7423 (outside Australia) (7:00am and 6:30pm on weekdays). 
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Important notices 
This Scheme Booklet 

This Scheme Booklet is the explanatory statement required to be given to PVT Shareholders under Part 
5.1 of the Corporations Act.  You should read this Scheme Booklet in its entirety before deciding how to 
vote on the resolution to be considered at the Scheme Meeting.  If you are not sure what to do, you 
should consult your investment or other professional adviser. 

Capitalised terms used in this Scheme Booklet are defined in the Glossary. 

Responsibility for information 

The PVT Information has been given by, and is the responsibility of, PVT.  PVT’s advisers do not assume 
any responsibility for the accuracy or completeness of the PVT Information. 

The BidCo Information has been given by, and is the responsibility of, BidCo and HSI.  Neither PVT nor 
its advisers assume any responsibility for the accuracy or completeness of the BidCo Information. 

The Independent Expert has prepared the Independent Expert’s Report set out in Annexure A.  None of 
PVT, BidCo or their advisers assumes any responsibility for the accuracy or completeness of the 
Independent Expert’s Report.  However, PVT has given factual information that the Independent Expert 
has relied on in preparing the Independent Expert’s Report.  The accuracy and completeness of that 
information is the responsibility of PVT. 

ASIC and ASX 

A copy of this Scheme Booklet has been given to ASIC under subsection 411(2) of the Corporations Act 
and registered by ASIC for the purpose of section 412(6) of the Corporations Act.  ASIC has examined a 
copy of this Scheme Booklet.  PVT has requested that ASIC give a statement in accordance with section 
411(17)(b) of the Corporations Act confirming that ASIC has no objection to the Scheme.  If ASIC gives 
that statement, it will be produced at the Second Court Hearing.  Neither ASIC nor any of its officers take 
any responsibility for the contents of this Scheme Booklet. 

A copy of this Scheme Booklet has been lodged with ASX.  Neither ASX nor any of its officers take any 
responsibility for the contents of this Scheme Booklet. 

Important notice associated with Court order under subsection 411(1) of the Corporations 
Act 2001 (Cth)  

At the First Court Hearing on 4 November 2010, the Court ordered PVT to convene a meeting of PVT 
Shareholders to consider and vote on the Scheme.  The notice convening the Scheme Meeting is set out 
in Annexure C.  The fact that the Court has ordered that the Scheme Meeting be convened is no 
indication that the Court: 

• has formed any view as to the merits of the proposed scheme or as to how PVT Shareholders should 
vote (on this matter PVT Shareholders must reach their own decision); or  

• has prepared, or is responsible for, the content of this Scheme Booklet, which forms the explanatory 
statement attached to the Notice of Scheme Meeting. 

Disclosure about forward looking statements 

This Scheme Booklet contains forward looking statements.  Those statements may not be based on 
historical facts.  They may reflect the current expectations of PVT or, for the BidCo Information, BidCo 
and HSI, about future events or results.  Those statements involve known and unknown risks, 
uncertainties, assumptions and other factors that may cause the actual events or results to differ 
materially from the statements.  PVT Shareholders should review carefully all of the information in this 
Scheme Booklet.  The forward looking statements included in this Scheme Booklet are made at the date 
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of this Scheme Booklet.  Neither PVT nor BidCo can give any assurance to PVT Shareholders that the 
future events or results which are the subject of the statements will happen or be achieved. 

Privacy and personal information 

PVT will need to collect personal information in connection with the Scheme.  The personal information 
may include the names, contact details, details of shareholdings of PVT Shareholders and contact details 
of persons appointed by PVT Shareholders as proxies, corporate representatives or attorneys at the 
Scheme Meeting.  The collection of some of this information is required or authorised by the Corporations 
Act.  PVT Shareholders who are individuals, and other individuals whose personal information is collected, 
have rights to access the personal information collected about them and can contact PVT by calling the 
Company Secretary on (07) 3621 6023 if they wish to exercise those rights. 

The information may be disclosed to print and mail service providers, and to BidCo, its related entities 
and their advisers in connection with the Scheme.  If this information is not collected, PVT may be 
hindered in, or prevented from, conducting the Scheme Meeting or implementing the Scheme.  PVT 
Shareholders who appoint an individual as their proxy, corporate representative or attorney to vote at a 
Scheme Meeting should inform that individual of these information matters. 

Date 

This Scheme Booklet is dated 8 November 2010. 
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Letter from the Chairman of PVT 
 

 

8 November 2010 

 

Dear PVT Shareholder 

 

On 15 October 2010, Provet Holdings Limited (PVT) and Pelican Acquisition Company Pty Ltd (BidCo), a 
wholly owned subsidiary of Henry Schein Inc., announced that they had agreed terms on which BidCo 
would acquire all of the PVT Shares under a scheme of arrangement (Scheme), subject to a number of 
conditions precedent, including regulatory, Court and PVT Shareholder approval (Proposal). 

The Proposal 

If the Proposal receives all necessary approvals, PVT Shareholders will receive cash consideration of 
$2.14 per PVT Share that the relevant PVT Shareholder holds on the Record Date.  After completion of 
the Proposal, if it proceeds, PVT Shareholders will no longer hold an interest in PVT and PVT will be a 
wholly owned subsidiary of the HSI group of companies.  $2.14 per PVT Share is an attractive price and 
represents a premium of: 

• 35.4% to the closing price of PVT Shares on ASX on 12 October 2010 (being the last day on which 
PVT Shares were traded on ASX before PVT entered into a voluntary trading halt);  

• 33.3% to the 1 month volume weighted average price of PVT Shares up to 12 October 2010; and 

• 44.0% to the 3 month volume weighted average price of PVT Shares up to 12 October 2010. 

Directors’ unanimous recommendation and vote 

The Directors unanimously recommend that PVT Shareholders vote in favour of the Scheme, 
in the absence of a Superior Proposal.  Directors who hold PVT Shares intend to vote their 
PVT Shares in favour of the Scheme.  

In making this recommendation, the Directors have carefully considered PVT’s future growth 
opportunities, its challenges, risks and the uncertainties of delivering value to PVT Shareholders superior 
to the Scheme Consideration. The detailed reasons for the Directors’ recommendation are set out in 
section 1 of this Scheme Booklet.  

The Directors also appointed an independent expert, KPMG Corporate Finance (Aust) Pty Ltd 
(Independent Expert), to consider the Proposal.  

The Independent Expert has concluded that the Proposal is fair and reasonable to PVT 
Shareholders and accordingly is in the best interests of PVT Shareholders, in the absence of 
a superior proposal.  A copy of their full report is set out in Annexure A. 

Scheme Meeting and Implementation Date 

To be implemented, a number of conditions to the Scheme need to be satisfied, including approval of the 
Scheme by the Court and PVT Shareholders at a meeting to be held at 9.00am on 9 December 2010 at 
the office of McCullough Robertson on Level 11, Central Plaza Two, 66 Eagle Street, Brisbane. 
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Your vote is important 

In order for the Scheme to proceed, PVT Shareholders must approve the Scheme Resolution to be 
proposed at the Scheme Meeting. 

This Scheme Booklet gives details of the Scheme, the Independent Expert’s Report, reasons for voting in 
favour of or against the Scheme and information on how to vote.  Please read the Scheme Booklet in full 
before making your decision about the Scheme. 

Your vote is important and I encourage you to vote by attending the Scheme Meeting or, if you are 
unable to attend, completing and returning the relevant proxy form accompanying this Scheme Booklet. 

If you are not sure what to do, you should consult your investment or other professional adviser.  

If you have any questions, you can call or email the PVT Shareholder Information Line, on 1800 812 642 
(within Australia) and +61 2 8280 7423 (outside Australia) (7:00am and 6:30pm on weekdays). 

Yours faithfully 

 

Dr Garth McGilvray 
Chairman 
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Why have the Directors recommended the Proposal? 
 

You should read this Scheme Booklet in full before deciding how to vote.  Section 1 of this Scheme 
Booklet contains a more detailed assessment of the matters which your Directors consider are important.   

Your Directors unanimously recommend that PVT Shareholders vote in favour of the Scheme, in the 
absence of a Superior Proposal. 

Reasons for the recommendation 

 The Independent Expert has concluded that the Proposal is fair and reasonable to PVT Shareholders 
and accordingly is in the best interests of PVT Shareholders, in the absence of a superior proposal. 

 The Scheme Consideration of $2.14 per PVT Share represents an attractive premium to the trading 
prices of PVT Shares prior to 12 October 2010, being the last day on which PVT Shares were traded 
on ASX before PVT entered into a voluntary trading halt and the Proposal was subsequently 
announced to ASX.   

 The Scheme provides a high degree of certainty of value and timing, through cash consideration, for 
PVT Shareholders in relation to realising attractive value for your shareholding compared with the 
medium term value prospects for PVT Shares in their current form. 

 If the Scheme does not proceed, and no Superior Proposal emerges, it is likely that the price of PVT 
Shares will fall.  

 If the Scheme does not proceed, PVT Shareholders will continue to be subject to the specific risks 
associated with PVT’s business and general market risks.  

 There are no brokerage costs payable on the disposal of your PVT Shares. 

 At the date of this Scheme Booklet, the Board has not received a Superior Proposal. 

Reasons why you may disagree with the recommendation 

× You may disagree with the Directors and Independent Expert and believe that the Scheme is not in 
the best interests of PVT Shareholders. 

× You will no longer be able to participate in any potential upside that may result from remaining a PVT 
Shareholder, including participation in future dividends. 

× You may consider that there is potential for a Superior Proposal to be made. 

× You may believe that PVT’s earnings will continue to grow after the date of this Scheme Booklet, and 
that growth may support a PVT Share value in excess of the Scheme Consideration. 

× You may consider that the potential tax consequences of receiving the Scheme Consideration are not 
acceptable for your financial position.  

× The Scheme is subject to conditions which you may consider unacceptable. 

If you have any questions, you can call or email the PVT Shareholder Information Line, on 1800 812 642 
(within Australia) and +61 2 8280 7423 (outside Australia) (7:00am and 6:30pm on weekdays). 
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Answers to key questions 
 

 

Why have I received 
this Scheme Booklet? 

This Scheme Booklet has been sent to you because you are a PVT 
Shareholder and PVT Shareholders are being asked to vote on the 
Proposal, which if approved, will result in BidCo acquiring all PVT Shares 
for the Scheme Consideration. 

This Scheme Booklet is intended to help you vote on the Scheme 
Resolution which needs to be passed at the Scheme Meeting to allow the 
Proposal to proceed.  The PVT Directors recommend that you read this 
Scheme Booklet and, if necessary, consult your legal, investment or other 
professional adviser before voting on the Scheme Resolution. 

What is the Proposal? On 15 October 2010, PVT announced the Proposal to ASX. The Proposal 
involves an offer by BidCo to acquire all PVT Shares for the Scheme 
Consideration. 

What are my options? If you are a PVT Shareholder, your options are to: 

(a) vote in favour of the resolution at the Scheme Meeting (this being 
the course of action unanimously recommended by the Directors, 
in the absence of a Superior Proposal); 

(b) vote against the resolution at the Scheme Meeting.  See section 
1.4 of this Scheme Booklet for further details on what will happen 
if the Proposal is not approved; 

(c) if you cannot attend the Scheme Meeting, appoint a proxy to 
attend the Scheme Meeting to vote on your behalf (proxy forms 
accompany this Scheme Booklet); 

(d) sell your PVT Shares on ASX at the prevailing price at any time 
before the Effective Date; or 

(e) do nothing (i.e. neither vote in favour of nor against the resolution 
at the Scheme Meeting nor sell your PVT Shares on ASX). 

If the Scheme is approved by the requisite majorities at the Scheme 
Meeting and all of the conditions to the Scheme are satisfied or waived, 
the Scheme will bind all PVT Shareholders, including those who vote 
against the resolution and those who do not vote at all.  In these 
circumstances all PVT Shares that you own at the Record Date will be 
transferred to BidCo and you will receive the Scheme Consideration. 

What is the Scheme 
Consideration? 

The Scheme Consideration is a cash amount of $2.14 for each PVT Share 
held on the Record Date. 

If the Scheme is implemented, you will receive the Scheme Consideration 
in exchange for your PVT Shares even though you may not have voted to 
approve the Proposal. 

Am I entitled to any 
dividends? 

PVT Shareholders will be entitled to receive the final dividend of $0.06 per 
Share payable on 15 October 2010.  However, if the Scheme becomes 
Effective, PVT Shareholders will not be entitled to any further dividends.  
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Who is BidCo? BidCo is an indirect wholly owned subsidiary of HSI. 

All of BidCo’s obligations under the Scheme, including the payment of the 
Scheme Consideration, are guaranteed by HSI. 

Further information regarding HSI and BidCo is contained in section 4 of 
this Scheme Booklet. 

Am I eligible to vote? All PVT Shareholders who are the registered holders of PVT Shares at 
7:00pm on 7 December 2010 are entitled to vote at the Scheme Meeting. 

Although voting is not compulsory, the Directors urge you to consider the 
Proposal carefully, and participate in determining the future direction of 
Provet. 

If the Scheme becomes effective, your PVT Shares will be acquired under 
the Scheme irrespective of whether or not you voted against the Scheme. 

See the ‘How to Vote’ section on page 13 of this Scheme Booklet for 
details on how to vote in person and by proxy. 

What if I cannot or do 
not wish to attend the 
meeting? 

If you cannot or do not wish to attend the Scheme Meeting, you may 
appoint a proxy or attorney (or for a body corporate, a corporate 
representative) to vote at the Scheme Meeting. 

Proxy forms accompany this Scheme Booklet. 

What do the Directors 
recommend? 

Your Directors unanimously recommend that you vote in favour of the 
Scheme, in the absence of a Superior Proposal.  The Directors that hold 
PVT Shares intend to vote their shares in favour of the Scheme. 

The detailed considerations of the Directors in unanimously recommending 
the Proposal are set out in section 1 of this Scheme Booklet. 

What did the 
Independent Expert 
conclude? 

The Independent Expert concluded that the Proposal is fair and reasonable 
to PVT Shareholders and accordingly is in the best interests of PVT 
Shareholders, in the absence of a superior proposal.  

The Independent Expert’s Report is set out in Annexure A. 

What happens if there 
is a Superior Proposal? 

Since the Proposal was announced, no Superior Proposal has emerged. 

If an alternative proposal is received, the Directors will review that 
proposal and determine if it represents a Superior Proposal and advise you 
of their recommendation. 

What happens if the 
Scheme is 
implemented? 

Your PVT Shares will be transferred to BidCo and you will receive the 
Scheme Consideration on or about the Implementation Date, expected to 
be 31 December 2010.   

Following implementation of the Scheme, PVT will be a wholly owned 
subsidiary of BidCo which is an indirect wholly owned subsidiary of HSI.  

Are there any 
conditions that must be 
satisfied in order for the 
Proposal to be 
implemented? 

Yes there are.  Further details on the Conditions Precedent are set out in 
sections 6.2 and 6.3 of this Scheme Booklet. 
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What happens if these 
conditions are not 
satisfied or the 
Implementation Deed is 
terminated? 

If the conditions to the Proposal are not satisfied (or where applicable, 
waived) and the Implementation Deed is terminated, the Proposal will not 
proceed and no PVT Shares will be acquired by BidCo as contemplated by 
the Proposal. 

In these circumstances, it is possible that PVT Shares will trade at lower 
prices than those at which they have traded since the Proposal was first 
announced on 15 October 2010.  

What are the tax 
consequences of the 
Proposal? 

If the Scheme is implemented, your receipt of the Scheme Consideration 
may crystallise a Capital Gains Tax (CGT) liability on any gains you have 
made on PVT Shares. 

Further details of the general tax consequences of the Scheme are set out 
in section 5 of this Scheme Booklet.  You should seek your own 
professional advice in respect of your individual tax issues.  

What approvals are 
required? 

Shareholder approval 

The Court has ordered that a Scheme Meeting be convened.  The 
resolution for the Scheme to be considered at the Scheme Meeting must 
be passed by: 

(a) a majority in number (more than 50%) of PVT Shareholders, 
present and voting (in person or by proxy, attorney or corporate 
representative); and 

(b) at least 75% of the votes cast at the Scheme Meeting. 

If the resolution is not passed by the requisite majorities, the Scheme will 
not proceed.  

The results of the Scheme Meeting will be announced to ASX and will also 
be available on the PVT’s website shortly after the Scheme Meeting is 
concluded.  

Court approval 

If the Scheme is approved by the requisite majorities of PVT Shareholders 
at the Scheme Meeting and all Conditions Precedent are satisfied or 
waived, PVT will ask the Court to approve the Scheme at the Second Court 
Hearing, expected to be held on 15 December 2010.  

Can I sell my PVT 
Shares now? 

Yes, you can sell your PVT Shares on ASX at the prevailing price at any 
time before the close of trading on the date immediately before the 
Effective Date, being 16 December 2010.  If you do so, you will not be 
entitled to the Scheme Consideration and you may be required to pay 
brokerage fees. 

Who can help answer 
my questions? 

If you have any questions, you can call or email the PVT Shareholder 
Information Line, on 1800 812 642 (within Australia) and +61 2 8280 7423 
(outside Australia) (7:00am and 6:30pm on weekdays). 
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How to Vote 
 

Scheme Meeting 

There will be one meeting of PVT Shareholders (Scheme Meeting) relating to the Proposal on 9 
December 2010 at 9.00am (Queensland time). 

The Meeting will be held at the offices of McCullough Robertson on Level 11, Central Plaza Two, 66 Eagle 
Street, Brisbane.  

Those persons who are registered as PVT Shareholders at 7:00pm on 7 December 2010 will be eligible to 
vote at the Scheme Meeting.   

Scheme Meeting 

The resolution at the Scheme Meeting must be passed by: 

(a) a majority in number (more than 50%) of PVT Shareholders, present and voting (in person or by 
proxy, attorney or corporate representative); and 

(b) at least 75% of the votes cast at the Scheme Meeting. 

If all other Conditions Precedent have been satisfied or waived, the Court will then be asked to approve 
the Scheme. 

What should you do? 

1 Read this Scheme Booklet carefully. 

2 If you have any questions, you can call or email the PVT Shareholder Information Line, on 1800 
812 642 (within Australia) and +61 2 8280 7423 (outside Australia) (7:00am and 6:30pm on 
weekdays). 

3 Exercise your right to vote in person or by completing the proxy form accompanying this Scheme 
Booklet.  Your Directors believe the Scheme is a matter of importance for all PVT Shareholders 
and therefore urge you to vote.  

Voting in person 

If you intend to vote in person (including by attorney or corporate representative), you should arrive at 
the venue by 8.45am on 9 December 2010 so that your shareholding may be checked against the 
register and your attendance noted.  Attorneys should bring with them the original or a certified copy of 
the power of attorney under which they have been authorised to attend and vote at the meeting. 

To vote in person, a corporation may appoint an individual to act as its representative.  The appointment 
must comply with the requirements of section 250D of the Corporations Act.  The representative should 
bring to the meeting evidence of their appointment, including the authority under which it is signed. 

Voting by proxy  

Proxy forms accompany this Scheme Booklet.  You may appoint a proxy.  The proxy need not be a PVT 
Shareholder.  You or your attorney must sign the proxy forms.  If you are a corporation, the proxy form 
must be signed by two directors or by a director and a secretary or, for a proprietary company that has a 
sole director who is also the sole secretary, by that director, or by its attorney or duly authorised officer.  
Otherwise, the relevant authority (e.g. in the case of proxy forms signed by an attorney, the power of 
attorney) must either have been exhibited previously to PVT or be enclosed with the proxy form. 
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Scheme of Arrangement 
1 Matters relevant to your vote & reasons for the Directors’ 

recommendation 
 

1.1 Why you may vote in favour of the Scheme 

(a) Your Directors unanimously recommend that you vote in favour of the 
Scheme, in the absence of a Superior Proposal 

Your Directors unanimously recommend that PVT Shareholders vote in favour of the Scheme, in 
the absence of a Superior Proposal. 

Directors who hold PVT Shares intend to vote their shares in favour of the Scheme. 

The interests of all Directors are disclosed in section 7.1 of this Scheme Booklet. 

The key decision for PVT Shareholders in considering whether to vote in favour of the Scheme is 
whether they may expect to receive greater value in a reasonable time period by remaining PVT 
Shareholders or by receiving the Scheme Consideration, having regard to all relevant factors, 
including the risks inherent in PVT’s business and other industry risks.  These risks are identified 
in section 3.15 of this Scheme Booklet. 

The Directors consider that there are significant impediments to PVT Shares trading above the 
Proposal price of $2.14 per share, including in the medium term: 

• a lack of trading liquidity in the PVT Shares (approximately 7.4% of PVT Shares have traded 
on ASX since IPO in March 2010); and 

• a lack of institutional investor support. 

Given these issues, the Directors believe that there is a material risk that PVT Shares will trade 
below $2.14 if the Proposal is rejected.  The Scheme provides a high degree of certainty for PVT 
Shareholders in relation to realising attractive value prospects for PVT Shares compared with the 
medium term prospects for PVT Shares if they were to remain quoted on ASX. 

The Directors have carefully considered the matters set out in this section 1 (summarised in the 
section entitled ‘Why have the Directors recommended the Proposal?’ on page 9 of this Scheme 
Booklet). 

The Directors believe that the reasons for PVT Shareholders to vote in favour of the Scheme 
outweigh the reasons to vote against the Scheme and, therefore, recommend that PVT 
Shareholders vote in favour of the Scheme. 

These reasons and other relevant considerations for PVT Shareholders are set out in this section. 

(b) The Independent Expert has concluded that the Proposal is fair and 
reasonable and accordingly is in the best interests of PVT Shareholders, in the 
absence of a superior proposal 

The Independent Expert has concluded that the Proposal is fair and reasonable to PVT 
Shareholders and accordingly is in the best interests of PVT Shareholders, in the absence of a 
superior proposal.  

The Independent Expert has valued PVT in the range $2.05 to $2.19 per PVT Share. 

A copy of the Independent Expert’s Report is set out in Annexure A. 
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(c) Scheme Consideration represents an attractive premium to trading prices of 
PVT Shares 

$2.14 per PVT Share represents an attractive premium of: 

• 35.4% to the closing price of PVT Shares up to 12 October 2010, being the last trading day 
before PVT went into a voluntary trading halt prior to announcing it had agreed terms on 
which BidCo would acquire all of its issued capital; 

• 33.3% to the 1 month volume weighted average price of PVT Shares up to and including 12 
October 2010; and 

• 44.0% to the 3 month volume weighted average price of PVT Shares up to and including 
12 October 2010. 

Accordingly, the Scheme is an opportunity for PVT Shareholders to realise their investment in PVT 
at an attractive premium to the price at which PVT Shares traded on ASX up to and including 
12 October 2010 and the price at which PVT Shares were offered under the PVT IPO. 

(d) There has been no Superior Proposal 

Since the announcement on 15 October 2010 that PVT had entered into the Implementation 
Deed, and up to and including the date of this Scheme Booklet, your Directors have not received 
or become aware of any Superior Proposal. 

The Implementation Deed imposes ‘no talk’ and ‘no shop’ obligations on PVT, which began on 15 
October 2010 (when the Implementation Deed was executed). 

However, the Implementation Deed does not prevent a third party from making an alternative 
proposal and does not prevent the Directors from responding to an unsolicited proposal if, and to 
the extent, necessary to discharge their fiduciary duties as Directors. 

A summary of PVT’s ‘no talk’ and ‘no shop’ obligations is set out in section 6.5 of this Scheme 
Booklet. 

(e) High degree of certainty of value  

The Scheme provides a high degree of certainty of value and timing through cash consideration 
for PVT Shareholders who would, if the conditions and approvals for the Scheme are satisfied or 
waived (refer to sections 6.2 and 6.3 of this Scheme Booklet), receive $2.14 per PVT Share on or 
about 31 December 2010.     

The Scheme Consideration represents a liquidity event at a certain value which enables PVT 
Shareholders to realise their investment and apply the funds they receive, elsewhere. 

(f) No brokerage costs 

PVT Shareholders will not be required to pay any brokerage costs on the disposal of their PVT 
Shares under the Scheme. 

(g) The price of PVT Shares is likely to fall if the Scheme does not proceed 

If the Scheme is not approved and if no Superior Proposal emerges, your Directors consider it 
likely that the market price of PVT Shares on ASX will fall below the levels at which the Provet 
Shares have been since the announcement of the Proposal. 

The Independent Expert stated that “if the Proposal is not approved, it is likely that the price of 
Provet Shares on the ASX will continue to trade at below the cash consideration offered of $2.14 
per share.” 
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PVT’s Share price closed at $1.58 on 12 October 2010, being the last trading day prior to the 
date PVT entered a voluntary trading halt and subsequently announced it had agreed terms on 
which BidCo would acquire all of its issued capital. 

The chart below shows PVT’s Share price performance during the period between the listing of 
Provet on ASX in March 2010 and 12 October 2010. 
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(h) PVT Shareholders will continue to be subject to the PVT specific industry and 
market risks if the Scheme does not proceed 

In assessing the Scheme, the Board evaluated PVT’s growth prospects, including from its prior 
acquisitions and benefits of scale derived from investment in information technology, logistics and 
VisionVPM systems.  Although PVT has growth prospects as an independent ASX listed company, 
there is no guarantee of growth being realised and it is acknowledged that actual growth will be 
dependent on a number of factors, including further investment of financial and human resources 
over time, and other factors outside of PVT’s control.  If the Scheme does not proceed, PVT 
Shareholders will continue to be subject to specific risks related to these initiatives as well as 
other PVT specific risks, in addition to veterinary industry and general market risks.    

The amount that PVT Shareholders will be able to realise for their investment in PVT (in terms of 
price) and from their PVT Shares (in terms of dividends), is not necessarily certain and is subject 
to the above mentioned risks and the vagaries of the share market. 

The Scheme removes these uncertainties and provides a higher degree of certainty of value in 
relation to your PVT investment.   

PVT Shareholders should consider the risks inherent in PVT’s business and the veterinary health 
industry generally.  These risks are more comprehensively outlined in section 3.15 of this Scheme 
Booklet and the Independent Expert’s Report.  PVT Shareholders should read both this Scheme 
Booklet and the Independent Expert’s Report in their entirety. 

The Directors have carefully considered each of these risks, and the Board will continue to work 
to mitigate their impact on PVT if the Scheme is not approved.  However, taking these risks into 
account, and the other matters set out in this Scheme Booklet, the Directors recommend that 
PVT Shareholders vote in favour of the Scheme, in the absence of a Superior Proposal. 
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1.2 Why you may vote against the Scheme 

While the Directors recommend that you vote in favour of the Scheme and the Independent 
Expert considers the Proposal is in the best interests of PVT Shareholders, PVT Shareholders are 
not obliged to follow the Directors’ recommendation or agree with the Independent Expert’s 
conclusions.  Factors that may lead you to vote against the Scheme include those set out below. 

(a) Belief that the Proposal is not in the best interests of PVT Shareholders  

You may believe that the Proposal is not in your best interests.  

For example, you may consider that the recent trading prices of PVT Shares do not properly 
reflect their underlying value so that the premiums to those prices represented by the Scheme 
Consideration are overstated. 

PVT Shareholders are also referred to the Independent Expert’s Report, which sets out the 
factors the Independent Expert considered when reaching its conclusion, including the 
disadvantages to PVT Shareholders.  

You should read the Independent Expert’s Report in its entirety. 

(b) Expectation of growth in earnings leading to a higher PVT Share value  

You may believe that PVT’s earnings will continue to grow after the date of this Scheme Booklet, 
and that this growth may support a PVT valuation in excess of the Scheme Consideration.   

Section 3.12 of this Scheme Booklet contains summary information of PVT’s financial position.  
Results for the 12 months to 30 June 2010 were made publicly available on 27 August 2010.  
Copies of the annual report, including these financials are available on the PVT website at 
www.provet.com.au and via ASX at www.asx.com.au. 

PVT announced an operating update for the first quarter of the 2011 financial year on 29 
October, 2010.  The full text of this announcement is set out in section 3.12 of this Scheme 
Booklet.  

(c) No exposure to potential future upside  

If the Scheme is approved and implemented, you will cease to be a PVT Shareholder.  You will 
forego any future dividends from PVT and will no longer participate in any potential future upside 
of PVT through share price appreciation. 

You will also lose your voting rights as a Shareholder and therefore, your ability to influence the 
future direction of PVT.  

All future benefits associated with being a PVT Shareholder will accrue exclusively to BidCo and 
HSI as the interested parties in PVT following implementation of the Scheme. 

If the Scheme is approved and implemented, PVT will be removed from the official list of ASX.  
Following delisting, investors will no longer be able to acquire or trade in PVT Shares on ASX.  

(d) Expectation of a Superior Proposal  

You may consider that a potential alternative acquirer may emerge and a Superior Proposal may 
be made.  No Superior Proposal has been put to the Directors at the date of this Scheme Booklet.  

If such a proposal was to emerge the Board will ensure that PVT Shareholders are given all 
material information relating to that proposal and sufficient time to consider that information. 

The Board is of the opinion that the likelihood of a Superior Proposal emerging is low. 
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(e) Tax consequences may not be suitable to your financial position 

If the Scheme is approved and implemented, it may result in taxation consequences (potentially 
including capital gains tax) for PVT Shareholders, which will arise earlier than may otherwise have 
been the case. 

You may consider that these taxation consequences are unfavourable for your particular 
situation. 

Section 5 of this Scheme Booklet provides a general outline of the likely taxation consequences of 
the Scheme for PVT Shareholders. 

(f) Scheme may be subject to conditions which you consider unacceptable 

In addition to PVT Shareholder and Court approval, the Scheme is subject to other conditions.  
These conditions are outlined in sections 6.2 and 6.3 of this Scheme Booklet and are set out in 
full in the Implementation Deed which is included in Annexure B.  Your Directors have reviewed 
the conditions and do not consider them to be unduly onerous or inconsistent with market 
practice for a transaction of this nature.  As at the date of this Scheme Booklet, the Directors are 
not aware of any matter that would result in a breach or lead to non-performance of any of those 
conditions.  

If all of the conditions and approvals for the Scheme are satisfied or waived (as applicable): 

• the Scheme will bind all persons registered as PVT Shareholders as at the Scheme Record 
Date, including those who do not vote on the Scheme and those who vote against it; 

• PVT will become an indirect wholly owned subsidiary of and controlled by HSI; and 

• PVT will be delisted from the Official List of ASX. 

Conversely, if any of the conditions and approvals for the Scheme are not satisfied or waived (as 
applicable), PVT Shareholders will retain all of their Shares in PVT and PVT will remain listed on 
ASX.   

1.3 Other relevant considerations 

BidCo Reimbursement fee  

If a Competing Proposal is announced prior to the Sunset Date or the Implementation Deed is 
terminated and, within 6 months of that announcement, the person announcing or making the 
Competing Proposal acquires a relevant interest in at least 50% of the issued shares in PVT as a 
result of the Competing Proposal or acquires pursuant to the Competing Proposal an interest in 
all or a substantial part of the business or assets of PVT, BidCo will be entitled to demand in 
writing that PVT pay a reimbursement fee of $925,000 within 14 days (BidCo Reimbursement 
Fee). 

The BidCo Reimbursement Fee will also be payable where a PVT Director fails to recommend, 
changes or withdraws their recommendation that PVT Shareholders vote in favour of the Scheme 
or publicly recommends, promotes, supports or otherwise endorses a Competing Proposal (other 
than in permitted circumstances under the Implementation Deed). 

The BidCo Reimbursement Fee is intended to be a genuine reimbursement of a substantial 
portion of the fees committed by BidCo in advancing the Scheme Proposal. 

Section 6.8 of this Scheme Booklet provides further detail of this BidCo Reimbursement Fee 
obligation. 
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The Scheme may be implemented even if you vote against it 

Even if you do not vote, or vote against the Scheme, the Scheme may still be implemented if 
approved by the requisite majorities of PVT Shareholders and the Court.  If this happens, your 
PVT Shares will be transferred to BidCo and you will receive $2.14 per PVT Share that you hold at 
the Record Date.   

Major shareholders support the Scheme 

LCW Private Equity is a substantial PVT Shareholder, holding a 19.9% interest in PVT. 

LCW Private Equity has notified the Board that, in the absence of a Superior Proposal, it intends 
to vote in favour of the Scheme at the Scheme Meeting. 

1.4 Implications of failure to approve the Scheme 

If the Scheme is not approved by PVT Shareholders and the Court, PVT Shareholders will retain 
their PVT Shares.  In the absence of a Superior Proposal, there is a risk that PVT Shareholders 
may not be able to realise a price for all of their PVT Shares (at least in the short term) 
comparable to the value that they would receive under the Scheme. 

The consequences of the Scheme not being implemented include: 

(a) BidCo will not pay the Scheme Consideration; and 

(b) PVT Shareholders will retain their PVT Shares. 

If the Scheme is not implemented, the Directors intend to continue to operate PVT in a manner 
consistent with current practices.  PVT Shareholders will be exposed to any benefits and risks 
associated with their investment in PVT.    
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2 Implementation of the Scheme 

2.1 Scheme Meeting 

Prior to the date of this Scheme Booklet, the Court ordered that a Scheme Meeting be convened 
as specified in the Notice of Scheme Meeting in Annexure C, and that Garth McGilvray be 
appointed to chair the Scheme Meeting.  The Scheme Meeting will begin at 9.00am on 9 
December 2010. 

Each PVT Shareholder registered on the PVT Share register at 7.00pm on 7 December 2010 may 
attend and vote at the Scheme Meeting, either in person or by proxy or attorney or, in the case 
of a body corporate, by its corporate representative appointed under section 250D of the 
Corporations Act.  Voting at the Scheme Meeting will be by poll. 

The resolution in favour of the Scheme must be passed at the Scheme Meeting by: 

(a) a majority in number (more than 50%) of PVT Shareholders, present and voting at the 
Scheme Meeting (in person or by proxy); and 

(b) at least 75% of the votes cast on the resolution at the Scheme Meeting. 

Instructions on how to attend and vote at the Scheme Meeting (in person or by proxy), are set 
out in the ‘How to Vote’ section on page 13 of this Scheme Booklet and in the notes for the 
notice of Scheme Meeting in Annexure C. 

2.2 Second Court Hearing 

If:  

(a) the Scheme is approved by the requisite majorities of PVT Shareholders at the 
Scheme Meeting;  

(b) all Conditions Precedent have been satisfied or waived; and 

(c) all regulatory approvals required for the Scheme have been obtained, 

then PVT will apply to the Court for orders approving the Scheme.  PVT expects the Second Court 
Date to be on 15 December 2010. 

Each PVT Shareholder has the right to appear at the Second Court Hearing. 

2.3 Effective Date 

The Scheme will become effective on the date an office copy of a Court order from the Second 
Court Hearing approving the Scheme is lodged with ASIC (Effective Date). 

2.4 Record Date 

Those PVT Shareholders on the PVT Share register on the Record Date (i.e. at 8.00pm on the 
fifth Business Day after the Effective Date) will become entitled to the Scheme Consideration for 
the PVT Shares they hold at that time. 

2.5 Deciding persons entitled to Scheme Consideration 

Dealings on or before the Record Date 

To work out eligibility for Scheme Consideration, dealings in PVT Shares will only be recognised if 
PVT receives registrable transfers on or before the Record Date. 

PVT must register transfers received by the Record Date.  PVT will not accept registration or 
otherwise recognise any transfer of PVT Shares received after the Record Date. 
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Dealings after the Record Date 

The PVT Share register will solely decide entitlements to Scheme Consideration. 

2.6 Implementation Date 

On or about the Implementation Date, which PVT expects will be 31 December 2010, $2.14 per 
PVT Share that the relevant PVT Shareholder holds at the Record Date will be paid to the PVT 
Shareholders and all PVT Shares will be transferred to BidCo.     

In the case of PVT Shares held in joint names, the Scheme Consideration will be transferred to 
the holder whose name appears first in the PVT Share register at the Record Date. 

2.7 Stamp duty 

BidCo will pay any stamp duty on the transfer of PVT Shares under the Scheme. 

2.8 Transfer of Scheme Shares free from third party interests 

Clause 4.2(c) of the Scheme provides that, to the extent permitted by law, the Scheme Shares 
will at the date of transfer to BidCo, vest in BidCo free from all mortgages, charges, liens, 
encumbrances, pledges, security interests and other interests of third parties of any kind.  

2.9 Warranty by PVT Shareholders 

Clause 8.4 of the Scheme provides that each PVT Shareholder is deemed to have warranted to 
PVT, and is deemed to have authorised PVT to warrant to BidCo as agent and attorney for the 
PVT Shareholder by virtue of clause 8.4 of the Scheme, that: 

(a) all of the Scheme Shares (including any rights and entitlements attaching to those 
shares) transferred to BidCo under the Scheme will, on the date of the transfer, be fully 
paid and free from all mortgages, charges, liens, encumbrances, pledges, security 
interests and other interests of third parties of any kind, whether legal or otherwise; and 

(b) they have the full power and capacity to sell and transfer their Scheme Shares (including 
any rights and entitlements attaching to those shares). 

PVT Shareholders who breach this warranty may be liable to pay BidCo any amounts paid by 
BidCo to acquire clear title to their Scheme Shares. 
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3 About PVT 

3.1 PVT and its business – a brief overview 

PVT is an established company with expertise in the supply and distribution of veterinary 
products. 

PVT (through the PVT Group) specialises in the wholesale distribution of veterinary products 
throughout Australasia.  In addition, PVT provides a diverse range of products and services 
targeted at the practice management of its veterinary customers, including practice management 
software, online e-ordering, website design and support and staff training. 

PVT is an ASX-listed public company which has operated as a continuous disclosing entity since 
March 2006, and a listed entity since March 2010.  As a result, PVT believes it has strong existing 
corporate governance practices with a robust governance structure and clear reporting lines. 

3.2 Industry overview 

PVT participates in a number of growing segments within the veterinary industry.  The veterinary 
industry is primarily defined in terms of products and services provided to animals via veterinary 
practices.  There are approximately 2,500 veterinary practices in Australia and approximately 450 
in New Zealand.  

The total product supply volume to the veterinary industry in Australia is estimated to be 
approximately $500 million per year.  The veterinary industry is part of the broader $5 billion 
animal health sector.1 

PVT has extended its business scope to include: 

(a) practice consultation, education and training; 

(b) practice management services, including practice specific software; and 

(c) inventory management. 

PVT currently operates three segment-focused core businesses in the areas of: 

(a) veterinary product wholesaling (e.g. medicines, pet nutrition, instruments and 
equipment) offering a full range of veterinary products to customers within the veterinary 
industry across Australia and New Zealand; 

(b) development and sale of practice management software, general software and IT 
services, including support, across the veterinary industry in both Australia and New 
Zealand; and 

(c) consulting and training services provide value add services to the wider veterinary 
profession. 

3.3 PVT business overview 

PVT services 

PVT is a full service veterinary wholesale company with distribution centres in all capital cities of 
Australia, plus the regional centres of Townsville and Wagga Wagga, and three distribution 
centres in New Zealand.  In addition, PVT has a strong IT business unit with offices in Tauranga 
in New Zealand, Sydney and Newcastle.  Animal Industries Resource Centre (AIRC), which is a 
registered training organisation, and Crampton Consulting Group (CCG) are owned by PVT, with 
offices in Brisbane. 

                                                
1 (2006) Contribution of the Pet Care Industry to the Australian Economy, 6th edition, Australian Companion Animal Council. 
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3.4 Financial performance and track record 

The PVT Group has a strong and consistent record of sales growth and profitability over its 
28 years of operations within the veterinary health industry.  This financial performance has been 
underpinned by the combination of organic growth within the veterinary industry throughout 
Australasia, and the successful integration of multiple acquisitions. 

The following graphs illustrate the sales growth, profitability and dividend payments made to 
Shareholders over the last 5 years. 

 

Net Profit before tax ($'000)

9,120

6,015

5,953

5,125

7,064

10

09

08

07

06

 

 

 



 

 Scheme Booklet 24 

Dividend per share (cents)
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3.5 PVT’s suppliers  

PVT is not unduly reliant upon a particular product or product mix or geographic location and the 
composition of products and services and level of supply may vary between regions and over 
time. It is PVT’s policy not to disclose product margins or other details of a commercially sensitive 
nature, however in the PVT’s opinion the diversification of products and services supplied to the 
veterinary industry across all regions of Australasia, provides protection against risk. 

PVT prides itself on the provision of a diverse range of high quality products which it sources 
from multinational and Australasian manufacturers. 

PVT supplies a diverse range of products (up to approximately 17,000 product lines) and 
services, represented in the following table: 

Total Sales by Product Category – 12 months ending 30 June 2010 

            

PVT also supplies its products and services in a diverse range of locations, represented in the 
following table: 

PVT does not have any individual supply contracts upon which it is materially dependent, or to 
which it is exclusively bound.  As with the human pharmaceutical industry, there are a diverse 
range of potential suppliers for the majority of products and equivalent products can be sourced.  
The landscape for suppliers to the veterinary wholesaling industry is changing.  
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In Australia, global aggregation of multinational pharmaceutical manufacturers has resulted in a 
mild concentration of PVT’s top 10 suppliers from 59% in FY07 to 60% in FY10.   The largest 
supplier represents 14.7% of PVT’s total annual supply requirements. 

In New Zealand, global aggregation has resulted in a concentration of PVT’s top 10 suppliers, 
based on purchases from 74% in FY07 to 79% in FY10.  The largest supplier represents 16.6% 
of PVT’s total annual supply requirements. 

Whilst there has been some consolidation of brand name manufacturers, as with the human 
pharmaceutical industry, there are signs of increased competition from suppliers of generic 
products.  In the Board’s opinion, PVT’s experience and relationships mean PVT is well placed to 
respond to changing industry dynamics. 

3.6 PVT’s clients 

Notwithstanding the aggregation of individual participants within the veterinary industry, PVT’s 
extensive client base means that the top 20 clients represent approximately 16% of sales in 
Australia and 40% in New Zealand.  PVT supplies practices of all sizes across all veterinary 
industry segments. 

3.7 Growth strategy: The PVT Model 

PVT is the largest veterinary wholesaler in Australasia.  PVT has a value add model designed to 
enhance and improve the everyday management and profitability of a modern veterinary 
practice. 

Part of this strategy has involved the acquisition of established complimentary businesses which 
have expanded the range of product and service solutions PVT can offer to its clients.  Significant 
steps in implementing this strategy have included: 

(a) the acquisition of the businesses of CCG and AIRC, a leading registered training 
organisation for veterinary nursing in Australia, New Zealand and South East Asia; 

(b) the acquisition of the veterinary practice management software, VisionVPM, in February 
2007; and 

(c) the acquisition of the veterinary practice management software solution business, 
VetCare, in June 2007. 

PVT has a successful track record of growth. Due to its strong balance sheet, profitability and 
cashflows PVT intends to grow the business by: 

(a) continued organic geographic and service expansion, such as the expansion into 
Tasmania and opening of a warehouse; 

(b) continued organic growth in Australia and international markets, including New Zealand 
and Hong Kong; and 

(c) potential corporate transactions, which may be facilitated by the greater access to capital 
afforded by its ASX-listed status. 

PVT operates in a competitive market and its growth strategies are subject to the risk factors set 
out in section 3.15 of this Scheme Booklet. There is no guarantee the growth strategy will be 
successful or that opportunities can be maximised in an effective or timely manner.  
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3.8 People 

PVT has a structured management system with a CEO, COO, CFO, CIO and HR manager at group 
level.  Each business unit has a General Manager reporting to the COO. 

PVT maintains a high standard of HR management across the PVT Group with a focus on training 
(both internal and external), a structured recruitment process, a formal performance review 
process and career path mapping within the PVT Group. 

PVT conducts formal occupational health and safety (OH&S) training, has formal OH&S 
committee meetings at each location and conducts formal OH&S audits on each site. 

PVT’s core values are principles of behaviour which guide actions both as individuals and as an 
organisation.  The core values are openness, honesty, respect, teamwork, trust, integrity, 
accountability, commitment and fun. 

PVT seeks to position itself as an employer of choice. 

3.9 Organisational structure 

PVT was incorporated in Queensland on 15 May 2000 and listed on ASX on 15 March 2010.  It is 
the ultimate holding company for the members of the PVT Group as illustrated in the following 
chart. 
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3.10 PVT’s Board 

Garth McGilvray  B.V.Sc, M.R.C.V.S., FAICD 

Dr McGilvray has been a Non-Executive Director since 1985.  He was Chairman of the Audit 
Committee from 2002 to 2005 and as Board Chairman, is currently an ex-officio member of all 
Board Committees.  He is a registered Veterinary Surgeon, Fellow of the AVA and is a Fellow of 
the Australian Institute of Company Directors.  Dr McGilvray is Deputy Chairman of North State 
Finance Pty Ltd and is a director of a number of private companies. 

Nigel Nichols  B.V.Sc. (Hons), FAICD 

Dr Nichols was a Non-Executive Director from 1985-2004, he was Chairman in 2004 and has held 
the position of Chief Executive Officer since January 2005 as well as maintaining his role as 
Director.  Dr Nichols is a registered Veterinary Surgeon and is a Fellow of the Australian Institute 
of Company Directors and is a director of a number of private companies. 

Robert Menrath  B.Sc, B.V.Sc., FAICD 

Dr Menrath was the founding Chairman of PVT and held the position of Chairman and Chief 
Executive Officer until December 2003, when he resigned as Chairman.  He resigned from the 
position of CEO in December 2004 and then resumed the role of Chairman in the 2005 year, 
before retiring as Chairman in December 2005.  Dr Menrath now holds the role of Non-Executive 
Director.  He is the Chairman of the Risk Management Committee and member of the Audit and 
Compliance Committee.  Dr Menrath is a registered Veterinary Surgeon, a Fellow of the Australian 
Institute of Company Directors, a life member of the AVA and is a director of a number of private 
companies. 

Victor Menrath  B.Agr.,B.V.Sc (Hons), F.A.C.V.Sc., FAICD 

Dr Menrath is a founding Director and has held the position of Non-Executive Director since 1982 
and was Joint Company Secretary until 2006.  He is Chairman of the Remuneration Committee 
and a member of both the Nomination and Organisation Committee and the Risk Management 
Committee.  Dr Menrath is a registered Veterinary Surgeon and is practicing specialist in Feline 
Medicine and a member of the Veterinary Surgeon’s Board.  He was previously a visiting lecturer, 
and Adjunct Associate Professor to the Veterinary Faculty University of Queensland. He is a 
Patron of the School of Veterinary Science Capital Campaign UQ from 2007, a Fellow of the 
Australian Institute of Company Directors and is a director of a number of private companies. 

William Anthony Nicholls  B.V.Sc., Q.D.A., FAICD 

Dr Nicholls is a founding Director and has held the position of Non-Executive Director since 1982.  
He was Joint Company Secretary from 1990-2006.  He is the Chairman of the Green Committee 
and a member of both the Audit and Compliance Committee and the Remuneration Committee.  
Dr Nicholls is a registered Veterinary Surgeon and Life Member of the AVA, a Fellow of the 
Australian Institute of Company Directors and a director of a number of private companies. 

John Maclachlan  B.V.Sc., Cert Business Management 

Dr Maclachlan has been a Non-Executive Director since 2003.  He is the current Chairman of the 
Audit and Compliance Committee and is a member of the Remuneration Committee.  Dr 
Maclachlan is a registered Veterinary Surgeon, immediate Past President of the New Zealand 
Veterinary Association and is a member of the Institute of Directors (NZ).  He is Chairman of 
Crest Energy Ltd, Director of the Foundation for Continuing Education (VetLearn NZ) and Director 
for National Quality Veterinary Standards (NQVS) and is a director of a number of private 
companies. 



 
 

 Scheme Booklet 28 

Peter Halstead  B.Sc (Agr) Econs 

Peter Halstead is Head of Equity Capital Markets at Lazard Ltd (formerly Carnegie Wylie & 
Company).  Prior to joining Lazard, Peter was a Managing Director and Head of Asia Pacific 
Research Sales at Citigroup.  He was on the Equities Executive and Director of Citigroup’s Equity 
business in New Zealand which has been one of the top three rated teams in Australia and one of 
the largest by value traders in the market for many years.   

Prior to joining Citigroup, Peter was a Director of County Natwest and member of the Equities 
Executive.  Peter has also worked with McIntosh Hamson Hoare Govett in Equities and as Global 
Head of Institutional Equities.  He also has worked at BT Australia in futures and broking.  Peter 
has worked in the capital markets in both Australia/New Zealand and the UK for the last 28 
years.  Mr Halstead holds the role of non-executive nominee director and is a member of the 
Remuneration Committee. 

Brendan Madden  B.Comm.(First Class Honours), M.I.T. 

Brendan Madden joined the board in August 2010. 

Brendan Madden is a Director at LCW Private Equity.  Brendan joined LCW Private Equity in 
August 2007 and is a director of a number of its portfolio companies.  

Prior to joining LCW Private Equity, Brendan worked for J.P. Morgan in investment banking and at 
Accenture as a management consultant. He has over ten years professional experience having 
worked on a range of strategic, operational and corporate finance issues facing companies across 
a broad range of industry sectors. 

3.11 Management team 

Nigel Nichols  B.V.Sc. (Hons), FAICD 

Chief Executive Officer  

(noted above in his capacity as Director.) 

Chris Lowndes  B.Comm, CA, CSA (Cert), MAICD 

Chief Financial Officer and Company Secretary 

Chris Lowndes joined the PVT Group in 2003 as Chief Financial Officer, taking on the Company 
Secretarial role in 2006.  He became a Chartered Accountant in 1994 while at 
PricewaterhouseCoopers in their audit division and then their business consulting division, before 
moving into senior financial management roles in commerce from 1998. 

Joseph Best 

Chief Operations Officer 

Joseph Best was appointed as Chief Operations Officer in 2005 prior to that he was Group 
General Manager from 1999.  He started with Veterinary Medical and Surgical in 1982.  This 
company was purchased in 1995 to become Provet VMS.  Joe is also past Director and past Vice 
President of the Veterinary Manufacturers and Distributors Association.  
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Andrew Foote  B.Comp.Sc, MACS 

Chief Information Officer 

Andrew Foote was appointed as Chief Information Officer in 2005 after joining the PVT Group as 
Group IT Manager in 1999.  Andrew completed a bachelor degree in Computer Science from The 
University of Newcastle in 1991 and held several positions in system engineering and software 
development prior to joining PVT.  Andrew is a certified member of the Australian Computer 
Society. 

3.12 PVT’s historical financial performance 

Summary financial performance – 2008 to 2010  

The table below, extracted from its statutory, audited financial accounts, sets out PVT’s summary 
financial performance: 

Performance for financial years ending 30 June 2008 2009  2010

Income ($000) 252,819 273,309 282,726

EBITDA ($000) 9,515 9,695  12,119

Net Profit Before Tax ($000) 5,953 6,015  9,120

Net Profit After Tax ($000) 4,448 4,526  6,741

Total assets ($000) 95,742 101,288  112,444

Statement of financial position 

The financial position of PVT as at 30 June 2010, extracted from its statutory, audited financial 
accounts, is set out below: 

 ($000) 

Current Assets  

Cash and cash equivalents 12,162 

Trade and other receivables 36,138 

Inventories 27,135 

Income tax receivable - 

Investments available for sale 151 

Other assets 548 

Total current assets 76,134 

Non-Current Assets  

Deferred tax assets 2,920 

Property, plant & equipment 13,773 

Intangible assets 19,519 

Other 98 

Total non-current assets 36,310 

Total assets 112,444 
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Current Liabilities  

Trade and other payables 33,188 

Interest bearing loans & borrowings 833 

Revenue received in advance 391 

Income tax payable 1,091 

Derivatives - 

Provisions  2,638 

Total current liabilities 38,141 

Interest bearing loans and borrowings 13,183 

Revenue received in advance 181 

Provisions 452 

Total non-current liabilities 13,816 

Total liabilities  51,957 

Net assets 60,487 

Equity  

Contributed equity 38,844 

Reserves (461) 

Retained profits 22,104 

Total equity 60,487 

Please refer to PVT’s financial statements for the 12 months ended 30 June 2010 for details on 
PVT’s accounting policies and the accompanying notes to the accounts.  Copies of these 
statements are available from the PVT website (www.provet.com.au). 

Within the knowledge of the Board, and other than disclosed in this Scheme Booklet (in particular 
as set out below in this section 3.12), the financial position of PVT has not materially changed 
since 30 June 2010.  

On 29 October, 2010 PVT announced an operating update for the first quarter of the 2011 
financial year as follows:   

“Following a review of the unaudited management accounts for the period ending September 
2010, the Directors are pleased to report solid trading results across the business, with strong 
performances particularly in both Victoria and Tasmania.  

Based on these results, and assuming no deterioration in market conditions, the Directors 
anticipate that Provet’s underlying NPAT for the Half Year ended 31 December 2010 will be 
between $4.1 and $4.6 million, excluding abnormals and transaction costs associated with the 
proposed Scheme of Arrangement announced to ASX on 15 October 2010. This compares to a 
reported NPAT for the Half Year ended 31 December 2009 of $3.5 million.    

Based on this guidance, the directors remain comfortable with consensus broker estimates of 
Provet’s profitability.” 
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3.13 PVT’s Shares 

3.13.1 Structure Overview 

At the date of this Scheme Booklet, there are 43,546,212 PVT Shares on issue, all of which are 
fully paid ordinary shares and which are held by 907 Shareholders.   

3.13.2 Substantial holders of PVT’s Shares 

As at the date of this Scheme Booklet, PVT Shareholders with a Substantial Holding (equal to or 
greater than 5% of the total number of votes) are as follows*: 
 
Substantial Shareholder Number of PVT Shares % Voting Power 

LCW Private Equity 8,665,696 19.90% 

William Anthony Nicholls** 2,373,760 5.5% 

*Numbers and percentages based on total Shares in PVT. 

**William Anthony Nicholls holds a relevant interest in 2,373,760 PVT Shares. 

3.13.3 Recent trading in PVT’s Shares 

There has been a limited amount and volume of trading in PVT Shares in the three months prior 
to the date of this Scheme Booklet, due to the fact that PVT Shares are tightly held and therefore 
considered a relatively illiquid stock. 

3.13.4 PVT’s Constitution 

Transfer of Shares 

All PVT Shares may be transferred in any manner required or permitted by the Listing Rules or 
the ASTC Settlement Rules and by any instrument in writing in any usual or common form or in 
any other form that the Board approves.  The Board may only refuse to register a transfer of 
securities of PVT as permitted by the Listing Rules or the ASTC Settlement Rules. 

The PVT Constitution is an ASX approved document for a publicly listed company and as such, 
there are no pre-emptive rights that apply to the transfer of Shares. 

Under the ASX admission criteria and process, a condition of quotation was that PVT makes an 
announcement clarifying the operation of Rules 4 and 4A of its Constitution.  Prior to admission 
of PVT to ASX, Rule 4 limited any single shareholder from acquiring 10% and also a 49% cap on 
non-veterinary acquisition of voting rights. 

Rule 4A was introduced with shareholder approval as an exception to facilitate the acquisition of 
interests by LCW Private Equity.   

As announced on 10 March 2010, pursuant to Rule 29.2(b) of the Constitution, ‘these restrictions 
cease to apply immediately upon PVT being admitted to the Official List of ASX’. 

In its pre-quotation announcement on 10 March 2010, PVT stated: ‘The Company intends to seek 
shareholder approval to adopt a ‘clean’ version of the Constitution, in a standard form compliant 
with the Listing Rules at its next Annual General Meeting’.  

Consistent with this announcement, PVT is seeking shareholder approval at its annual general 
meeting to be held on 26 November 2010 to amend the current Constitution by formally 
removing the redundant rule 4 (including 4A) which ceased to operate when PVT was admitted to 
the Official List of ASX earlier this year and adopt a ‘clean’ Constitution.   
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Under section 136(2) of the Corporations Act, this resolution is a special resolution requiring the 
approval of 75% of shareholders in attendance at the meeting (in person or by proxy) and 
entitled to vote. 

There will be no other change to the Constitution or the rights and obligations of shareholders.  
The amended Constitution will be effective on and from the passing of the special resolution of 
shareholders at the meeting.  

3.14 PVT Litigation and other proceedings 

PVT is not involved in any material legal or arbitration proceedings nor, so far as PVT is aware, 
are any such material proceedings pending or threatened against PVT. 

3.15 Risks 

General Risks 

General economic conditions 

PVT’s operating and financial performance is influenced by a variety of general economic and 
business conditions including the level of inflation, interest rates and government fiscal, monetary 
and regulatory policies.  Prolonged deterioration in general economic conditions, including an 
increase in interest rates, could be expected to have a corresponding adverse impact on the 
PVT’s operating and financial performance.  

Regulatory risks 

Regulatory changes, such as changes to the Australian Accounting Standards, changes to the 
taxation regime in Australia or overseas, changes to employment laws, and legislative changes 
both in Australia and other countries in which PVT operates or plans to operate may adversely 
affect one or more of PVT’s financial performance and position, operations and business. 

Exchange rate fluctuations 

To the extent that PVT sells or acquires goods in a denomination other than the Australian dollar 
(which it does so regularly in New Zealand), movements in currency exchange rates have the 
potential to have an adverse impact on the future financial performance of PVT.  Even where PVT 
sells or acquires goods in Australian dollars, if those goods are sourced from or exported to 
overseas countries, PVT will be exposed to potential adverse exchange rate movements.  PVT 
may not be able to successfully mitigate such risks by use of hedging instruments, such as 
forward sales or futures markets. 

PVT specific risks 

Supplier aggregation 

Consolidation of multinational pharmaceutical manufacturers has resulted in a mild concentration 
of PVT’s top suppliers in Australia and New Zealand.  Continued consolidation could cause PVT to 
rely on a smaller number of suppliers which represent an increasingly high percentage of the 
PVT’s total annual supply requirements.  This could expose PVT to margin pressures from its 
suppliers.  This could have an adverse effect on PVT’s profitability and growth strategy.  

Client aggregation  

The aggregation of veterinary practices, being a substantial portion of PVT’s existing client base, 
has the potential to impose margin pressure on PVT’s pricing and resultant profit.  Similarly, 
buying groups have the potential for force down margins, which can have a material negative 
impact on PVT’s brand, ongoing growth and profitability. 
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Limited barriers to entry 

There are limited barriers to entry into the wholesale distribution of a substantial part of the 
animal related products PVT sells, including nutrition and non-veterinary pet products.  This has 
the potential to significantly increase competition in the core area of PVT’s business, at a 
domestic and international level.  There are increasing numbers of non-veterinary channels for 
the distribution and sale of products, including via the internet and pet specialty stores, which 
have the potential to adversely affect PVT’s growth strategy.  

Where international competitors enter the market or domestic competitors acquire existing 
competitors to increase their market concentration, these competitors have greater access to the 
benefits of scalability which results in margin pressure and a potential loss of market share for 
PVT. 

Mergers and acquisitions 

PVT’s growth strategy may be impacted if it is unable to identify, fund or implement suitable 
mergers and acquisitions at an appropriate price and in a timely manner.  PVT will also need to 
comply with requirements concerning foreign ownership and competition including requirements 
set by the Australian Competition and Consumer Commission (ACCC) and the New Zealand 
Commerce Commission (NZCC). 

Exotic disease outbreak  

An outbreak of exotic disease could potentially decimate the animal and livestock numbers, either 
through the effects of the disease or through control measures in response, which has the 
potential to significantly affect the demand for PVT’s products and the adversely impact the 
broader economy of Australia and or New Zealand.   

Competition and loss of brand reputation 

The veterinary wholesale and distribution sector is becoming increasingly competitive with regard 
to servicing customers and margins on products, particularly with online businesses and suppliers 
dealing directly with some larger clients. 

PVT could potentially face increasing pressure on its margins from corporate practices and large 
buying groups.  Competitors may act or consumer preferences may change in a manner that 
adversely affects PVT’s brand reputation and, in turn, its operational results. 

Client satisfaction and loyalty 

PVT does not typically have long term customer contracts.  PVT’s existing clients may decide to 
source their products and services from PVT’s competitors and it may not be able to grow and 
attract new business.  PVT may lose market share as a consequence and PVT’s business may be 
adversely affected by diminished client satisfaction and client loyalty or an increase in price 
sensitivity among clients. 

Product suppliers 

There is no guarantee that PVT will be able obtain continuity of supply of products from its 
existing and new suppliers on favourable commercial terms of trade.  Changes in the terms of 
supply, wholesale purchase costs, distribution costs and insurance premiums may adversely 
affect PVT’s business to the extent that it is required to either absorb the additional costs or pass 
them on to customers, reducing its competitive pricing advantage. 

Future capital requirements 

PVT’s ability to access further capital, or refinance its liabilities from time to time, through debt is 
dependent upon the availability and cost of debt finance at the time it is sought and the 
restrictions that may arise under the terms of any existing debt facilities at the time.  Debt 
financing arrangements may contain restrictive covenants and may, in the event of default, 
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provide the lender with rights to some or all of PVT’s assets.  The CBA may make a demand or 
give a notice of cancellation, or do both, under the Multi-Option Facility component of the 
existing Facilities Agreement at any time or from time to time as it sees fit in its absolute 
discretion.   

PVT’s ability to raise further equity will be dependent upon the market for its Shares (and other 
securities) and the value of PVT at that time.  The issue of securities from time to time may dilute 
the interests of existing Shareholders. 

An inability to access funding may have an adverse effect on PVT’s business and may: 

• restrict or delay PVT’s growth strategy; 

• require PVT to sell or further encumber some or all of its assets; or 

• reduce its operations. 

Technology and information systems 

PVT’s products, services and operations are heavily reliant upon technology and information 
systems. These may fail, or not operate effectively, and this may result in a loss of business. 

Dependence upon key personnel 

PVT depends on the talent and experience of its management personnel, including information 
technology and software development (IT) personnel.  Should any of its key management or IT 
personnel leave PVT, this may have a negative impact on PVT and it’s continued ability to 
manage and achieve its growth strategy.  It may be difficult to replace them, or to do so in a 
timely manner or at comparable expense.  Additionally, any key management personnel of PVT 
who leave to work for a competitor may adversely impact PVT. 

Employment laws 

The Fair Work Act 2009 (Cth) (Fair Work Act) took effect on 1 July 2009.  Further provisions 
commenced on 1 January 2010, including the national employment standards and modern 
awards. 

The Fair Work Act represents a substantial change in the area of employment and industrial law 
and the impact of the changes cannot be fully assessed with any certainty at this time.  PVT 
generates revenue through utilising the skills of its employees, therefore any adverse changes to 
the employment relationship may potentially have a material impact upon the performance of 
PVT.  

Warehousing facilities 

PVT is reliant upon leased warehouse premises to store sufficient volumes of products to meet 
demand levels.  There may be an adverse impact on PVT’s distribution business and profitability 
if it is unable to renegotiate acceptable leases for its premises or locate additional premises to 
accommodate increased volumes of products to meet increased product demand levels and the 
general expansion of the business within appropriate time periods. 

Permits and licences 

PVT’s distribution operations depend on permits, licenses and other approvals under various state 
and territory based legislation.  In particular, licences and permits are required to enable PVT to 
store and distribute restricted drugs to its veterinary clients.  The failure to maintain these and 
other approvals could prohibit PVT’s ability to access these product lines and therefore have a 
financial and reputation impact on PVT’s business. 
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Force majeure risks 

Circumstances or events beyond PVT’s control (such as terrorist activities, outbreak of hostilities 
and natural disasters) may adversely affect the performance of PVT’s business operations in 
Australia or overseas.  In particular, unseasonal weather (such as prolonged drought) and 
diseases or epidemics (particularly among animals) may affect PVT’s operations in regional areas 
where customers in those regions are more likely to be affected. 

3.16 Continuous disclosure  

As an ASX listed entity, PVT is subject to the continuous disclosure regime under the Listing Rules 
and the Corporations Act.  

The table below identifies documents lodged with ASX by PVT between the date of the PVT IPO 
and 29 October 2010, all of which can be accessed (along with any subsequent announcements) 
via PVT’s website at www.provet.com.au or via the ASX website at www.asx.com.au.   

 
Date Description of announcement 

29/10/2010 First Quarter Operating Update – October 2010 

26/10/2010 Shareholder Review 2010 

25/10/2010 Notice of Annual General Meeting 2010 

15/10/2010 Recommended Offer from Henry Schein 

13/10/2010 Trading Halt  

30/09/2010 Provet Holdings Limited – AGM Date  

14/09/2010 Investor Presentation – Full Year Results June 2010  

31/08/2010 Provet Holdings Limited – 2010 Final Dividend Timetable  

27/08/2010 Replacement – Final Directors Interest Notice  

27/08/2010 Appendix 3X – Initial Director`s Interest Notice  

27/08/2010 Appendix 3Z – Final Director`s Interest Notice  

27/08/2010 Appendix 3Z – Final Director`s Interest Notice  

27/08/2010 Provet Announcement – Director Changes  

27/08/2010 Provet Full Year Results -2010  

27/08/2010 Annual Report to shareholders  

27/08/2010 Appendix 4E – Preliminary Final Report  

24/06/2010 Updated Profit Guidance  

30/03/2010 Revised Profit Guidance  

30/03/2010 Change of Director`s Interest Notice  

18/03/2010 Replacement – Initial Director`s Interest Notice  

18/03/2010 Becoming a substantial holder  

15/03/2010 Becoming a substantial holder  

15/03/2010 Initial Director`s Interest Notice  

15/03/2010 Initial Director`s Interest Notice  

15/03/2010 Initial Director`s Interest Notice  

15/03/2010 Initial Director`s Interest Notice  

15/03/2010 Initial Director`s Interest Notice  
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Date Description of announcement 

15/03/2010 Initial Director`s Interest Notice  

15/03/2010 Initial Director`s Interest Notice  

15/03/2010 Initial Director`s Interest Notice  

15/03/2010 Initial Director`s Interest Notice  

10/03/2010 Appendix 1A: ASX Listing application and agreement  

10/03/2010 Constitution  

10/03/2010 Profit Guidance  

10/03/2010 Confirmation  

10/03/2010 Statement to ASX LR1.2.5A  

10/03/2010 Half Year Financial Statement 31 December 2009  

10/03/2010 Annual Report 2009  

10/03/2010 Annual Report 2008  

10/03/2010 Annual Report 2007  

10/03/2010 Dividend Reinvestment Plan  

10/03/2010 Exempt Share Plan  

10/03/2010 Employee Share Option Plan  

10/03/2010 Top 20  

10/03/2010 Distribution Schedule  

10/03/2010 ASX Circular  

10/03/2010 Pre-Quotation disclosure  

10/03/2010 Admission to the official list  

10/03/2010 Supplementary Prospectus  

10/03/2010 Prospectus  
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4 About HSI and BidCo 

4.1 Overview of HSI 

Headquartered in Melville, New York, HSI has been in existence for more than 75 years, publicly 
listed for 14 years and employs more than 13,500 people with operations or affiliates in 23 
countries.   

HSI’s sales were US$6.5 billion in 2009 with operating income of US$469 million.  HSI is a 
Fortune 500® company, a member of the NASDAQ 100® Index and had a market capitalisation of 
approximately US$5.4 billion as at 13 October 2010.  Shares in HSI’s common stock are listed on 
NASDAQ under the trading symbol HSIC.  

HSI operates four core business areas comprising:  

• Dental: Supplies approximately 87% of US and Canadian office-based dental practices, 
dental laboratories, as well as governments and other institutions and stocks approximately 
49,000 products;  

• Medical: Supplies over 40% of the US office-based physician practices, surgical centres, 
stocks approximately 39,000 medical products and is a leading supplier of medical 
consumables, a wide range of pharmaceuticals and technology-driven equipment to 
physicians and alternate-care sites; 

• Animal health:  Supplies over 75% of US animal health practices and stocks approximately 
30,000 animal health products; and 

• Technology: Provides exclusive, innovative technology offerings such as practice 
management and electronic medical records systems to an installed user base of more than 
65,000 dental, medical and animal health practices. 

These business groups provide customers with a selection of more than 90,000 products in stock, 
100,000 additional products as special-order items and serve more than 600,000 customers 
worldwide, including dental practitioners and laboratories, physician practices and animal health 
clinics, as well as government and other institutions.   

HSI’s presence in Australia and New Zealand began with its relationship with Regional Healthcare 
in 1976.  Henry Schein Regional Pty Limited was formed in 1998 and in 2005 HSI acquired Halas 
Dental Ltd in Australia and Shalfoon Brothers Ltd in New Zealand.  These organisations were 
subsequently integrated with the Henry Schein Regional business to form Henry Schein Halas and 
Henry Schein Shalfoon. Software of Excellence International Limited, which provides practice 
management and marketing solutions to dental practices, was acquired in 2007.  

Henry Schein Halas is Australia’s largest dental supply company, servicing dental practitioners 
and dental laboratories with an extensive range of dental equipment, consumables, technologies 
and services. Henry Schein Halas and Henry Schein Shalfoon service approximately 9,000 dental 
customers through six sales offices and showrooms and five distribution centres.  

4.2 Overview of BidCo 

BidCo will acquire all of the PVT Shares if the Scheme is implemented.  BidCo was incorporated in 
Australia and registered in Victoria on 14 October 2010 for the purpose of acquiring PVT Shares 
under the Scheme and is not currently involved in any other business. Bidco is an indirect wholly-
owned subsidiary of HSI.   

The board of directors of BidCo comprises 7 directors whose details are as follows: 

• Stanley M. Bergman, Chairman and Chief Executive Officer, HSI; 

• Mark E. Mlotek, Executive Vice President Corporate Business Development, HSI; 
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• Michael Zack, President, International Group, HSI; 

• David Brous, President, International Health Care Group, HSI; 

• Steve Paladino, Executive Vice President and Chief Financial Officer, HSI; 

• Graham Stanley, Vice President and Chief Financial Officer, International Group, HSI; and 

• Jacob Selinger, Principal, Selingers, Chartered Accountants. 

4.3 Funding arrangements for Scheme Consideration  

Based on the number of PVT Shares on issue at the date of this document and the purchase 
price of A$2.14 per PVT Share, if the Scheme becomes Effective, BidCo will pay the Scheme 
Shareholders an aggregate maximum cash amount of approximately A$93.2 million on or about 
the Implementation Date in accordance with the Scheme. 

HSI will provide BidCo with the funds required to pay the Scheme Consideration and associated 
transaction costs.  HSI has undertaken to provide these funds to BidCo by a combination of 
equity and debt funding, the proportions of which have not been determined as at the date of 
this Scheme Booklet.  There are no conditions precedent to the provision of such funding by HSI, 
other than the Scheme becoming Effective.  HSI also has agreed to guarantee the obligations of 
BidCo to pay the Scheme Consideration to PVT Shareholders. 

The necessary funds will be sourced from:  

• HSI’s own cash reserves; and/or 

• HSI’s existing committed credit facilities, including a US$400 million credit facility available 
until September 2013, and US$400 million private placement shelf facilities until August 2013.  

As at the half year ended 26 June 2010, HSI had: 

• US$321 million in cash and cash equivalents (on a consolidated basis); and  

• US$400 million available for drawdown under the existing credit facility. 

HSI has a US$400 million committed, revolving credit facility with a US$100 million expansion 
feature.  The credit line expires in September 2013.  The interest rate is based on US$ LIBOR 
plus a spread based on HSI’s leverage ratio at the end of each financial reporting quarter.  The 
credit facility agreement provides, among other things, that HSI maintain certain interest 
coverage and maximum leverage ratios, and contains restrictions relating to subsidiary 
indebtedness, liens, employee and shareholder loans, disposal of businesses and certain changes 
in ownership.  As of 26 June 2010, there were no borrowings outstanding under this revolving 
credit facility and there were US$10.2 million of letters of credit provided to third parties.  This 
facility is subject to conditions precedent to drawdown customary for facilities of this kind, and 
HSI believes all such conditions will be satisfied to allow payment of the Scheme Consideration by 
BidCo. 

In August 2010, HSI entered into new US$400 million private placement shelf facilities with two 
insurance companies. These facilities are uncommitted and will allow HSI to issue senior 
promissory notes to the lenders up to US$400 million at fixed rate economic terms to be agreed 
upon at the time of issuance, during a three year issuance period until August 2013.  The term of 
each possible issuance will be determined by HSI and will range from five to 15 years (with an 
average life no longer than 12 years). The proceeds of any issuances under the facilities can be 
used for general corporate purposes, including working capital and capital expenditures, to 
refinance existing indebtedness and/ or to fund potential acquisitions.  In September 2010, HSI 
funded in part the redemption of convertible contingent notes due 2034, pursuant to the terms of 
the indenture dated as of 9 August 2004, by the issuance of senior promissory notes in an 
aggregate principal amount of US$100 million under the new US$400 million private placement 
shelf facilities.  These facilities are subject to conditions precedent to issuances customary for 
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facilities of this kind, and HSI believes all such conditions will be satisfied to allow payment of the 
Scheme Consideration by BidCo. 

As at the date of this Scheme Booklet, HSI has not determined the proportion in which funds will 
be drawn from its cash reserves and credit facilities. 

On the basis of the funding arrangements described in this section, PVT, BidCo and HSI believe, 
that BidCo will have sufficient funds to pay the Scheme Consideration and associated transaction 
costs as required under the terms of the Scheme.  

4.4 Rationale for HSI’s acquisition of PVT 

HSI sees the acquisition of PVT as an opportunity to enter the veterinary health services market 
in Australia and New Zealand, and believes these markets are stable and growing.  An acquisition 
of PVT is also consistent with HSI’s long term strategy of developing a global presence in the 
veterinary health services market.   

HSI has a long and successful track record in the veterinary health, medical and dental 
distribution sectors and believes that its knowledge and experience in the industry will enable it 
to assist in the growth and development of PVT’s business. 

Furthermore, following implementation of the Scheme, HSI and PVT will be in a position to offer 
PVT’s clients an expanded set of solutions and services from a broader geographic delivery 
platform. 

4.5 HSI’s intentions if the Scheme is implemented 

The intentions set out in this section are based on information concerning PVT, its business and 
the general business environment which is known to HSI at the time of preparation of this 
Scheme Booklet.   

Final decisions regarding these matters will only be made after HSI has conducted a general 
review of the operations, assets and employees of PVT and in light of material information and 
circumstances at the relevant time. Accordingly, the statements set out in this section are 
statements of current intention only, which may change as new information becomes available to 
HSI or as circumstances change.    

HSI intends to conduct a more detailed review of PVT’s operations to assess its performance, 
prospects and profitability once the Scheme becomes effective and will work with management to 
determine how best to improve and develop the business. 

4.6 PVT to be delisted 

HSI intends to have PVT apply to be removed from the Official List of ASX after the 
Implementation Date.  

4.7 Business continuity / major changes 

Subject to the general review of PVT’s business noted above, HSI intends to continue PVT’s 
business and has no current intention to make major changes to, or dispose of any parts of the 
PVT business, or to redeploy any of PVT’s fixed assets.  

Head office 

If the Scheme is implemented, it is proposed that PVT’s operations will continue to be conducted 
out of PVT’s head office in Brisbane. 

Senior Management and Board 

Following implementation of the Scheme, HSI intends to reconstitute the board of PVT by 
retaining key management representation and appointing its own nominees. This also will involve 
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most non-executive directors ceasing to be directors of PVT and of its subsidiaries. The HSI 
nominees have not yet been identified and the final selection of nominees will be made in light of 
circumstances at the relevant time. 

It is intended that Mr Nigel Nichols (currently CEO of PVT) will remain responsible for the overall 
management of the PVT business.  Overall, the key operational responsibilities held by PVT’s 
senior management are expected to remain largely unchanged. 

HSI intends to draw on the management expertise of both its and PVT’s existing businesses to 
ensure that the knowledge and best practices of both are shared.   

Subject to the Scheme becoming Effective and to the outcome of ongoing discussions, senior 
members of the PVT management team and Board who remain with PVT may be invited to 
subscribe for equity in BidCo and/or participate in a management incentive plan to be determined 
in due course. This will aim to maximise the performance of PVT’s business going forward by 
closely linking senior management’s remuneration with the performance of PVT. 

Employees 

HSI recognises that there is significant value and knowledge in the existing staff of PVT.  HSI 
intends to undertake a review of PVT employees as part of its general review of the business, 
and will make any decisions regarding employees in consultation with the senior management 
team.  HSI will endeavour to minimise the disruption (if any) to PVT and its employees. 

Other 

Following implementation of the Scheme, HSI may offer certain of its associates the opportunity 
to invest alongside it in the PVT business through an equity investment in Bidco or a holding 
company of Bidco.  As at the date of this Scheme Booklet, discussions between HSI and 
associated parties are on-going and the terms of any investment have not been determined.  

4.8 Information on PVT securities 

Relevant interests and voting power 

As at the date of this Scheme Booklet: 

• neither HSI nor BidCo or their associates had a relevant interest in any PVT Shares; and  

• each of HSI, BidCo and their associates had no voting power in PVT. 

No Pre-Scheme dealings  

Other than the agreement under the Deed Poll to pay the Scheme Consideration, during the four 
months prior to the date of this Scheme Booklet, none of HSI, BidCo and their associates 
provided, or agreed to provide, or received, or agreed to receive, consideration for any PVT 
Shares under a sale, purchase or an agreement. 

No Pre-Scheme Benefits  

Other than the agreement under the Deed Poll to pay the Scheme Consideration, during the four 
month period immediately prior to the date of this Scheme Booklet, none of HSI, BidCo and their 
associates gave, or offered or agreed to give, a benefit to another person that was likely to 
induce the other person, or an associate of the other person, to: 

• vote in favour of the Scheme; or 

• dispose of PVT Shares.  
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5 Tax implications of the Scheme 

5.1 Introduction 

The following is a general summary of the potential Australian CGT consequences for PVT 
Shareholders disposing of PVT Shares under the Scheme.  This summary is based on the law and 
practice in effect on the date of this Scheme Booklet.  However, the summary is not intended to 
be an authoritative or complete statement of the law applicable to the particular circumstances of 
every PVT Shareholder.  In particular, the summary is only relevant to PVT Shareholders who 
hold PVT Shares on capital account for investment purposes, as opposed for example to PVT 
Shares held for trading.  The summary only considers the position of Australian tax residents. 

A PVT Shareholder’s own individual circumstances will determine how tax laws apply to them. A 
PVT Shareholder should obtain tax advice from a professional advisor on these issues.  The 
Directors are not licensed under the tax agent services regime and cannot provide tax advice to 
PVT Shareholders. 

All PVT Shareholders are advised to seek independent professional advice about their particular 
circumstances.   

5.2 Australian residents – CGT consequences  

CGT event on disposal PVT Shares 

The disposal of PVT Shares will constitute a CGT event for Australian resident PVT Shareholders.  
This CGT event will occur on the Implementation Date.   

PVT Shareholders will derive a capital gain on the disposal of their PVT Shares to the extent the 
Scheme Consideration received exceeds the tax cost base of their PVT Shares.  Conversely, PVT 
Shareholders will incur a capital loss on the disposal of their PVT Shares to the extent that the 
Scheme Consideration received is less than the reduced tax cost base of their PVT Shares.    

Cost base and capital gain calculation 

Generally, the tax cost base of any PVT Shares will be equal to the consideration paid to acquire 
the PVT Shares (which will be adjusted for some PVT Shareholders who acquired their PVT 
Shares prior to the 4 for 1 share split approved at the EGM on 17 December 2009).  In addition, 
other incidental costs of acquiring the PVT Shares (such as borrowing costs and stamp duty) may 
be included in the cost base.  

Any PVT Shareholder who acquired their PVT Shares before 11:45am (by legal time in the 
Australian Capital Territory) on 21 September 1999 may index the cost base of their PVT Shares 
to take account of inflation between the calendar quarter in which the PVT Shares were acquired 
and the calendar quarter ended 30 September 1999.   

If a PVT Shareholder that is an individual, the trustee of a trust or a complying superannuation 
entity chooses to index the cost base of PVT Shares, then the CGT discount (referred to below) 
will not be available.  Note that the cost base of PVT Shares cannot be indexed in working out 
the amount of any capital loss. 

The sum of a PVT Shareholder’s capital gain for an income year reduced by any capital loss 
incurred during the year or carried forward from prior years (known as the net capital gain), 
should be included in the assessable income of the PVT Shareholder.  

A PVT Shareholder will alternatively make a capital loss equal to the amount by which the 
reduced cost base of the PVT Shares the subject of the Scheme is more than the Scheme 
Consideration.  A capital loss may be used to offset a capital gain made in the same income year 
or be carried forward to offset a capital gain made in a future income year, subject to the 
satisfaction of certain loss recoupment tests applicable to companies and trusts. 
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CGT discount 

Any Australian resident PVT Shareholder who is an individual, the trustee of a trust or a 
complying superannuation entity may be entitled to claim the CGT discount in calculating any 
capital gain if:  

(a) the PVT Shares were acquired at least 12 months before disposal under the Scheme; and 

(b) the PVT Shareholder did not choose to index the cost base of their PVT Shares (see 
above).   

As PVT will not have been listed for at least 12 months at the Implementation Date, PVT 
Shareholders that acquired their PVT Shares as part of the initial public offering of PVT, or after 
the listing of PVT, will not be entitled to the CGT discount.  

The CGT discount is applied to the capital gain after any available capital losses are first offset 
against that capital gain.   

A PVT Shareholder who is an individual or the trustee of a trust may discount the capital gain by 
50% and include 50% of the capital gain in the taxable income of that individual or trust.   

A PVT Shareholder that is a complying superannuation entity may discount the capital gain by 33 
1/3% and include 66 2/3% of the capital gain in the taxable income of that complying 
superannuation entity.   

The CGT discount is not available to a PVT Shareholder that is a company.  PVT Shareholders will 
make a capital gain equal to the amount by which the Scheme Consideration is more than the 
cost base of the PVT Shares the subject of the Scheme.  Subject to the availability of CGT relief 
and any losses available to be offset against the capital gain, this amount will be included in the 
PVT Shareholder’s taxable income.   

5.3 Stamp Duty 

The transfer of PVT Shares will not give rise to any stamp duty liabilities for existing PVT 
Shareholders.  BidCo will pay the stamp duty, if any is payable, in connection with the transfer of 
PVT Shares under the Scheme.  

5.4 Goods and Services Tax (GST) 

The sale of PVT Shares by existing PVT Shareholders as contemplated will not attract GST.  

Where PVT Shareholders are registered or required to be registered for GST, any GST incurred on 
expenses that relate to the sale of existing PVT Shares or acquisition of new PVT Shares may not 
be recoverable if the individual PVT Shareholder exceeds the financial acquisitions threshold as 
defined under Division 189 of the GST Act.  However, a Reduced Input Tax Credit equal to 75% 
of the GST incurred may still be available if the acquisition constitutes a reduced credit acquisition 
as defined under Division 70 of the GST Act. 

Where PVT Shareholders are not registered, or required to be registered for GST, no GST 
implications should arise in relation to the Proposal. 
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6 Key terms of the Implementation Deed 

6.1 Overview 

PVT, BidCo and HSI entered into the Implementation Deed on 15 October 2010.  The terms of 
the Implementation Deed include the following: 

(a) the conditions to the Scheme (refer to sections 6.2 and 6.3 of this Scheme Booklet); 

(b) the steps that each party must take to implement the Scheme (refer to sections 6.1,  6.2 
and 6.3 of the Implementation Deed); 

(c) the ‘no shop’ and ‘no talk’ arrangements (refer to section 6.5 of this Scheme Booklet); 
and 

(d) the ability to terminate the Implementation Deed (refer to section 6.6 of this Scheme 
Booklet). 

The Implementation Deed is set out in full as Annexure B. 

6.2 Conditions Precedent 

The Scheme will not become Effective until, and the obligations of PVT and BidCo under the 
Implementation Deed are subject to, each of the following conditions being satisfied or waived: 

(a) (Independent Expert’s Report) The Independent Expert issues the Independent 
Expert’s Report before the date on which this Scheme Booklet is lodged with ASIC and 
the Independent Expert’s Report concludes that (in the absence of a Superior Proposal): 

(i) the Scheme is in the best interests of PVT Shareholders; and 

(ii) the Independent Expert does not change its conclusion or withdraw the 
Independent Expert’s Report prior to the Scheme Meeting.  

(b) (PVT significant transactions) Between the date of the Implementation Deed and 
8:00am on the Second Court Date, neither PVT nor a Subsidiary entering into a 
transaction by which it: 

(i) acquires or agrees to acquire a substantial business, asset or undertaking, or is 
subject to a substantial new liability (excluding any drawdowns on existing 
facilities) in each case which individually or in aggregate have a value in excess 
of $500,000; or 

(ii) disposes of or agrees to dispose of a substantial business, asset or undertaking 
which individually or in aggregate have a value in excess of $500,000, 

other than: the purchase of inventory in the ordinary course of business; or as consented 
to by HSI (which consent must not be unreasonably withheld or delayed); or as fairly 
disclosed by PVT to HSI in writing prior to the date of the Implementation Deed 
(including in any business plans or budgets); or as contemplated by the Implementation 
Deed. 

(c) (No Material Adverse Change) No Material Adverse Change occurring in respect of the 
PVT Group between the date of the Implementation Deed and 8:00am on the Second 
Court Date.  

(d) (No prohibitive orders) Prior to 8:00am on the Second Court Date no judicial 
authority, entity, or Government Agency (as defined in the Implementation Deed) taking 
any action, or imposing any legal restraint or prohibition, to prevent the implementation 
of the Scheme and no such order, decree, writing, other action or refusal is in effect as at 
8:00am on the Second Court Date. 
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(e) (No PVT Prescribed Occurrences) No PVT Prescribed Occurrences occurring between 
the date of the Implementation Deed and 8:00am on the Second Court Date. 

(f) (No BidCo Prescribed Occurrences) No BidCo Prescribed Occurrences occurring 
between the date of the Implementation Deed and 8:00am on the Second Court Date. 

(g) (Orders convening Scheme Meeting) The Court orders the convening of the Scheme 
Meeting, under section 411(1) of the Corporations Act. 

(h) (PVT Shareholder Approval for the Scheme) PVT Shareholder approval for the 
Scheme is obtained at the Scheme Meeting by the requisite majority in accordance with 
the Corporations Act. 

(i) (Court approval of Scheme) The Court approves the Scheme in accordance with 
section 411(4)(b) of the Corporations Act either unconditionally or on conditions that do 
not impose unduly onerous obligations upon either party (acting reasonably). 

(j) (PVT Warranties) The PVT Warranties being true and correct on the date of the 
Implementation Deed and at 8:00am on the Second Court Date, provided that in respect 
of the PVT Warranties in clause 7.1(e), (i), (j) and (m) of the Implementation Deed, this 
condition will be satisfied unless a Material Adverse Change has occurred as a result of 
that warranty being untrue or incorrect and in respect of the PVT Warranty in clause 
7.1(k) of the Implementation Deed, this condition will be satisfied if any breach of that 
warranty is subsequently rectified by the issuance of supplementary disclosure to PVT 
Shareholders prior to the Scheme Meeting. 

(k) (BidCo Warranties) The BidCo Warranties being true and correct on the date of the 
Implementation Deed and at 8:00am on the Second Court Date. 

(l) (HSI Warranties) The HSI Warranties being true and correct on the date of the 
Implementation Deed and at 8:00am on the Second Court Date. 

(m) (No Competing Proposal) As at 8:00am on the Second Court Date, PVT has not 
entered into any document, arrangement or understanding with a third party in relation 
to a Competing Proposal.   

(n) (No Change of Directors’ recommendation or voting intentions) Between the 
date of the Implementation Deed and the date upon which the PVT Shareholders vote at 
the Scheme Meeting:  

(i) none of the Directors changing or withdrawing their recommendation to PVT 
Shareholders to vote in favour of the Scheme; and 

(ii) none of the Directors announcing, publicly stating or indicating they do not 
intend to vote all of their PVT Shares in favour of the Scheme.   

(o) (Interest in PVT) Between the date of the Implementation Deed and 8:00am on the 
Second Court Date, no person (other than any existing institutional or portfolio investor 
who is a PVT Shareholder at the date of the Implementation Deed, BidCo or any of its 
Related Bodies Corporate) acquires an interest in securities so as to have a relevant 
interest in 20% or more of PVT Shares. 

PVT, BidCo and HSI may jointly waive the Conditions Precedent in paragraphs 6.2 (a), (d), (g), 
(h) and (i) above, and section 6.3 at their discretion.  The conditions in paragraphs 6.2 (f), (k) 
and (l) may be waived by PVT only and the conditions in paragraphs 6.2 (b), (c), (e), (j), (m), (n) 
and (o) may only be waived by BidCo and HSI.  

PVT and BidCo must each provide the Court on the Second Court Date with a certificate 
confirming (in respect of matters within their knowledge) whether all the conditions in sections 
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6.2 and 6.3 (other than paragraph 6.2(i) relating to Court approval of the Scheme) have been 
satisfied or waived in accordance with the terms of the Implementation Deed. 

6.3 Further Conditions of the Scheme 

The Scheme is conditional on the lodgement with ASIC of an office copy of any Court orders 
approving the Scheme. 

6.4 Status of conditions 

As at the date of this Scheme Booklet, PVT is not aware of any circumstances which would cause 
the conditions summarised in sections 6.2 and 6.3 of this Scheme Booklet to be not satisfied.  
PVT will, prior to the Scheme Meeting, advise PVT Shareholders of the status of the various 
conditions by an announcement on PVT’s website. 

6.5 Exclusivity 

Details of PVT’s obligations relating to exclusivity under the Implementation Deed are provided 
below.  

For the purposes of this section ‘Exclusivity Period’ means the period being the date of the 
Implementation Deed to the earlier of: 

(a) 8.00pm on 31 March 2011 (Sunset Date); 

(b) the date the Scheme becomes Effective; or 

(c) the date the Implementation Deed is terminated.   

No shop 

During the Exclusivity Period, PVT must ensure that neither it nor any of its Subsidiaries nor their 
respective directors, officers, employees, agents or advisers:  

(a) directly or indirectly solicits, invites, encourages, or initiates any enquiries, negotiations or 
discussions, or communicates any intention to do any of these things, with a view to 
obtaining any expression of interest, offer or proposal from any other person in relation 
to a Competing Proposal or potential Competing Proposal; or 

(b) enters into any agreement, arrangement or understanding in relation to, or which may 
reasonably be expected to lead to, an expression of interest, offer or proposal from any 
other person in relation to a Competing Proposal. 

No talk 

Subject to the agreed exception circumstances (below), during the Exclusivity Period, PVT must 
ensure that neither it nor any of its Subsidiaries nor their respective directors, officers, 
employees, agents or advisers, enters into or participates in negotiations or discussions with any 
other person, allows any other person to undertake due diligence or provides any confidential 
information to any other person, regarding a Competing Proposal or potential Competing 
Proposal, even if: 

(a) the Competing Proposal was not directly or indirectly solicited, invited or initiated; or 

(b) the other person has publicly announced the Competing Proposal. 

Exception to ‘no shop’ and ‘no talk’ restrictions 

The part of the ‘no shop’ restriction preventing PVT from entering into any agreement, 
arrangement or understanding, and the ‘no talk’ restriction do not apply to the extent that they 
restrict PVT from taking or refusing to take any action with respect to a bona fide Competing 
Proposal (which was not solicited, invited, facilitated, encouraged or initiated by PVT’s PVT nor 
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any of its Subsidiaries nor their respective directors, officers, employees, agents or advisers) in 
circumstances where the Board has determined, in good faith, and acting reasonably, and after 
having taken advice from its legal advisers, determines that not undertaking that act would be 
likely to involve a breach of the fiduciary or statutory duties owed by any Director. 

Notification of approaches 

If during the Exclusivity Period a proposal is put to PVT or any of its Subsidiaries, or their 
respective directors, officers, employees, agents or advisers by any person to engage in any 
activity that would, if carried out, breach PVT’s ‘no shop’ or ‘no talk’ obligations under the 
Implementation Deed, PVT must promptly inform HSI of that fact and the key terms of any such 
proposal. 

6.6 Termination 

PVT, BidCo or HSI may terminate the Implementation Deed at any time prior to 8:00am on the 
Second Court Date if another party is in material breach of any term of the Implementation Deed 
or there has been a material breach of a warranty and the party wishing to terminate has given 
the other parties written notice setting out the details of the breach, and stating its intention to 
terminate, and that breach continues to exist 10 Business Days (or any shorter period ending at 
5.00pm on the day before the Second Court Date) from the date the notice is given.  

PVT, BidCo or HSI may terminate the Implementation Deed by giving the other parties notice at 
any time before implementation of the Scheme on the Implementation Date if at the Court on the 
date of the first court hearing, ASIC foreshadows that, based on information provided to ASIC at 
that time: 

(a) it proposes to oppose the Scheme; or 

(b) it proposes not to provide a statement under section 411(17)(b) of the Corporations Act 
in relation to the Scheme, 

provided that PVT, BidCo and HSI have first met and consulted in good faith as to whether they 
wish to proceed with the Scheme. 

A party that has the benefit of a particular condition in section 6.2 above (or, in circumstances 
where more than one party has the benefit of the condition, the parties together) may terminate 
the Implementation Deed with immediate effect by written notice to the other parties within 5 
Business Days of the date on which the party (or parties) become aware of that fact (or any 
shorter period ending at 8.00am on the Second Court Date) if:  

• a condition is not satisfied by the specified time; or  

• the Scheme is not Effective by the Sunset Date,  

and the parties are unable to reach agreement on the alternative means or methods by which the 
Scheme may proceed (including by extending the applicable dates). 

The Implementation Deed will terminate automatically without the need for action by any party in 
the event that: 

(a) the PVT Shareholders fail to approve the Scheme by the requisite majority at the Scheme 
Meeting; 

(b) the Court refuses to grant an order convening the Scheme Meeting or approving the 
Scheme and either: 

(i) PVT and BidCo and HSI fail to agree to conduct an appeal in accordance with 
clause 6.5 of the Implementation Deed with five Business Days of the Court’s 
decision; or 
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(ii) PVT, BidCo and HSI agree to conduct an appeal but it is unsuccessful; 

(c) the Scheme is not approved by the Court under section 411(4)(b) of the Corporations Act 
on or before the Sunset Date; or 

(d) the Independent Expert issues its report which concludes that the Scheme is not in the 
best interests of PVT Shareholders. 

6.7 Sunset Date 

PVT and BidCo have committed to implement the Scheme on or before the Sunset Date, being 
8:00pm on 31 March 2011.  If the Scheme is not approved by the Court under section 411(4)(b) 
of the Corporations Act on or before the Sunset Date, the Implementation Deed will terminate 
automatically in which case the Scheme will not proceed.  

6.8 Payment of BidCo Reimbursement Fee 

(a) PVT, BidCo and HSI acknowledge that, if they enter into the Implementation Deed and 
the Scheme is subsequently not implemented, BidCo will have incurred significant costs.  
In such circumstances, BidCo has requested that provision be made for the payment of 
the BidCo Reimbursement Fee, without which BidCo would not have entered into the 
Implementation Deed. 

(b) The Board acknowledges that it has received legal advice in relation to the payment to 
BidCo of the BidCo Reimbursement Fee and believes that the Scheme will provide 
significant benefit to PVT and the PVT Shareholders and that it is reasonable and 
appropriate for PVT to agree to the payment of the BidCo Reimbursement Fee in order to 
secure BidCo’s participation in the Scheme. 

(c) PVT, BidCo and HSI acknowledge and agree that the costs actually incurred by BidCo if 
the Scheme is not implemented will be of such nature that they cannot accurately be 
ascertained, but that the BidCo Reimbursement Fee is a genuine and reasonable pre-
estimate of the cost and loss that would actually be suffered by BidCo and HSI.  The 
BidCo Reimbursement Fee is an amount to compensate BidCo for costs which include 
(but are not limited to) the following: 

(i) advisory costs (including costs of advisers other than success fees); 

(ii) out-of-pocket expenses including air fares and hotel accommodation; and 

(iii) commitment fees and other financing costs. 

(d) If: 

(i) a Competing Proposal is announced or made between the date of the 
Implementation Deed and: 

(A) if the Implementation Deed is terminated by PVT other than for material 
breach of the Implementation Deed by BidCo, the Sunset Date; 

(B) if the Implementation Deed is terminated by BidCo other than for 
material breach of the Implementation Deed by PVT, the earlier of the 
Sunset Date and the date of that termination, 

and within 6 months of the Competing Proposal being announced or made, the 
person announcing or making the Competing Proposal: 

(C) has a relevant interest (as defined in Chapter 6 of the Corporations Act) 
in at least 50% of the issued shares in PVT as a result of the Competing 
Proposal; or 
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(D) acquires pursuant to the Competing Proposal an interest in all or a 
substantial part of the business or assets of PVT; or 

(ii) any PVT Director publicly recommends, promotes, supports or otherwise 
endorses a Competing Proposal other than following receipt of the Independent 
Expert’s Report where in that report the Independent Expert concludes that the 
Scheme is not in the best interests of PVT Shareholders; or 

(iii) any PVT Director fails to recommend, changes or withdraws their 
recommendation in respect of the Proposed Transaction or announces or publicly 
states they will not vote in favour of the Proposed Transaction, except if the PVT 
Director changes their recommendation or voting intention following receipt of 
the Independent Expert’s Report where that report concludes (either initially or in 
any updated report) that the Scheme is not in the best interests of PVT 
Shareholders, 

PVT must within 14 Business Days after receiving a written demand from BidCo (which BidCo will 
give to PVT promptly after occurrence of an event referred to in paragraph (d) above) pay to 
BidCo the BidCo Reimbursement Fee.  The demand may only be made after the occurrence of an 
event referred to in paragraph (d) above. PVT can only ever be liable to pay the BidCo 
Reimbursement Fee once.   

The BidCo Reimbursement Fee is not payable if PVT terminates the Implementation Deed in 
accordance with its terms and conditions for a material breach, or BidCo does not pay the 
Scheme Consideration in accordance with the terms of the Implementation Deed and the Deed 
Poll. 

Notwithstanding anything else in the Implementation Deed, each of HSI and BidCo acknowledges 
that payment by PVT of the BidCo Reimbursement Fee constitutes its sole claim against PVT in 
respect of the matters set out in section 6.8(d) above provided PVT is not in breach of the 
Implementation Deed, and each of BidCo and HSI will have no right to make a claim for lost 
profits, lost opportunity or otherwise. 

 Compliance with law 

If the Takeovers Panel or a court determines that payment by BidCo or PVT of all or any part of 
the BidCo Reimbursement Fee (Impugned Amount): 

(a) is unlawful; 

(b) involves a breach of directors’ duties; or 

(c) constitutes unacceptable circumstances, 

then: 

(d) the requirement to pay the BidCo Reimbursement Fee does not apply to the extent of the 
Impugned Amount; and 

(e) if a party has received the Impugned Amount, it must refund it within 10 Business Days 
of the determination being made. 
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6.9 Regulatory intervention 

If any regulatory body (including ASIC or the Takeovers Panel) or a court requires any 
modification (including requiring such a modification as a condition of consenting to or approving 
the Scheme or as a condition of not opposing any of the Scheme) to the BidCo Reimbursement 
Fee, including as to the amount or circumstances in which it is to be paid, then:  

(a) PVT, BidCo and HSI will accept that determination and amend the Implementation Deed 
to that extent, and  

(b) it will not result in a breach of the Implementation Deed or termination of the 
transactions contemplated by it. 

6.10 Deed Poll 

Under the terms of the Deed Poll, BidCo agrees in favour of those persons who hold PVT Shares 
at the Record Date to observe and perform all obligations under the Scheme which relate to it, 
including the obligation to pay the Scheme Consideration under the terms of the Scheme.  

A copy of the PVT Shares Deed Poll is set out in Annexure D. 
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7 Additional information 

7.1 Interests of Directors 

Except as set out below, no Director has any material interest in the Scheme. 

PVT Shares 

The Directors are not required under the PVT Constitution to hold any PVT Shares.  

No PVT Director has a relevant interest in any PVT Shares or holds options in PVT other than as 
set out in the table below: 
 
Director Number of Shares % Voting Power 

Garth McGilvray and his related entities 854,558 1.96 

Nigel Nichols and his related entities 578,216 1.33 

Robert Menrath and his related entities 1,863,712 4.28 

Victor Menrath and his related entities 748,072 1.72 

William (Anthony) Nicholls and his related 
entities 

2,373,760 5.45 

John Maclachlan and his related entities 417,336 0.96 

Brendan Madden* - - 

Peter Halstead* - - 

*NB: Brendan Madden is a director of LCW Private Equity which has a relevant interest in 8,665,696 PVT Shares.  While 
Peter Halstead is not a director of LCW Private Equity, he is associated with the entity. 

BidCo securities 

There are no marketable securities of BidCo held by or for any Directors as at the date of this 
Scheme Booklet. 

Payments or other benefits to Directors, secretaries or executive officers 

Except as set out below, no payment or other benefit is proposed to be made or given to any 
Director, secretary or executive officer of PVT or of its related bodies corporate as compensation 
for loss of, or as consideration for or in connection with their retirement from, office in PVT or 
any related bodies corporate. 

Agreements or arrangements with Directors 

There are no other agreements or arrangements made between any Director and another 
person, including BidCo, in connection with or conditional upon the outcome of the Scheme. 

Interests of Directors in contracts entered into by BidCo 

No Director has any interest in a contract entered into by BidCo. 

7.2 Consents to be named 

KPMG Corporate Finance (Aust) Pty Ltd (Independent Expert) has consented to the inclusion 
of the Independent Expert’s Report set out in Annexure A and to the references to the 
Independent Expert’s Report in this Scheme Booklet being made in the form and context in which 
each such reference is included and has not withdrawn that consent before the date of this 
Scheme Booklet.  Other than in respect of the Independent Expert’s Report and any other 
statements attributed to the Independent Expert, the Independent Expert has not authorised or 
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caused the issue of this Scheme Booklet, and has not made, or purported to make, any 
statement in this Scheme Booklet. 

Fort Street Advisors Pty Ltd (Fort Street) has given and has not withdrawn its consent to be 
named as financial advisor to PVT in the form and context in which it is named and has not 
withdrawn that consent before the date of this Scheme Booklet.  Other than in respect of those 
statements attributed to Fort Street, Fort Street has not authorised or caused the issue of this 
Scheme Booklet, and has not made, or purported to make, any statement in this Scheme 
Booklet. 

McCullough Robertson has given and has not withdrawn its consent to be named as legal advisor 
to PVT in the form and context in which it is named and has not withdrawn that consent before 
the date of this Scheme Booklet.  Other than in respect of those statements attributed to 
McCullough Robertson, McCullough Robertson has not authorised or caused the issue of this 
Scheme Booklet, and has not made, or purported to make, any statement in this Scheme 
Booklet. 

Ernst & Young has given and has not withdrawn its consent to be named as auditor in the form 
and context in which it is named and has not withdrawn that consent before the date of this 
Scheme Booklet.  Other than in respect of those statements attributed to Ernst & Young, Ernst & 
Young has not authorised or caused the issue of this Scheme Booklet, and has not made, or 
purported to make, any statement in this Scheme Booklet. 

BidCo and HSI have consented to the inclusion of the BidCo Information in the form and context 
in which that information appears and have not withdrawn their consents before the date of this 
Scheme Booklet.  Other than in respect of those statements attributed to BidCo and HSI, BidCo 
and HSI have not authorised or caused the issue of this Scheme Booklet, and have not made, or 
purported to make, any statement in this Scheme Booklet. 

LCW Private Equity has given and has not withdrawn its consent to be named as a substantial 
shareholder of PVT in the form and context in which it is named and has not withdrawn that 
consent before the date of this Scheme Booklet.  Other than in respect of those statements 
attributed to LCW Private Equity, LCW Private Equity has not authorised or caused the issue of 
this Scheme Booklet, and has not made, or purported to make, any statement in this Scheme 
Booklet. 

7.3 Information disclosed lodged with ASIC 

PVT continuous disclosure 

PVT is an ASX listed public company and a disclosing entity for the purposes of the Corporations 
Act and is therefore subject to periodic reporting and continuous disclosure obligations. 

Publicly disclosed information about PVT is available at its website: www.provet.com.au. 

In addition, PVT is also required to lodge various documents with ASX and ASIC.  Copies of 
documents lodged with ASX by PVT may be obtained from the ASX website at www.asx.com.au.  
Any documents lodged with ASIC by PVT may be obtained from ASIC through third party search 
providers, or inspected at, ASIC offices. 

PVT documents 

PVT will make available free of charge, to any PVT Shareholder who requests it before the 
Scheme Meeting, a copy of: 

(a) the audited financial report of PVT and its controlled entities for the most recently ended 
financial year that has been lodged with ASX;  

(b) the most recent half yearly report lodged with ASX by PVT; and  
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(c) each continuous disclosure notice given to ASX by PVT under Listing Rule 3.1 and section 
675 of the Corporations Act after lodgement with ASX of the annual report referred to 
above and before the Scheme Meeting. 

7.4 Lodgement of this Scheme Booklet 

This Scheme Booklet was given to ASIC on 15 October 2010 as required by section 411(2)(b) of 
the Corporations Act. 

7.5 No unacceptable circumstances 

The Directors believe that the Scheme does not involve any circumstances in relation to the 
affairs of any PVT Shareholder that could reasonably be characterised as constituting 
‘unacceptable circumstances’ for the purposes of section 657A of the Corporations Act. 

7.6 Other material information 

Other than as contained or referred to in this Scheme Booklet there is no information material to 
the making of a decision by PVT Shareholders whether or not to vote in favour of the Scheme 
that is known to any Director and which has not previously been disclosed to PVT Shareholders.  
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Glossary 

 

 

Annexure  means an annexure to this Scheme Booklet. 

ASIC Australian Securities and Investments Commission. 

ASPL Settlement Rules means the settlement and transfer rules of ASX Settlement Pty 
Ltd.  

ASX ASX Limited (ABN 98 008 624 691) and the exchange operated 
by it as the context requires. 

Board  means the board of directors of PVT. 

Business Day  has the meaning given to that term in clause 1.1 of the 
Implementation Deed. 

BidCo  means Pelican Acquisition Company Pty Ltd (ACN 146 841 027). 

BidCo Information  means information in section 4 of this Scheme Booklet. 

BidCo Prescribed Occurrence has the meaning given to the term ‘BidCo Prescribed 
Occurrence’ in clause 1.1 of the Implementation Deed. 

BidCo Reimbursement Fee means $925,000. 

BidCo Warranties has the meaning given to the term ‘BidCo Warranties’ in clause 
1.1 of the Implementation Deed. 

CEO means Chief Executive Officer. 

CFO means Chief Financial Officer. 

CGT  means capital gains tax. 

CIO means Chief Information Officer. 

Competing Proposal has the meaning given to it in the Implementation Deed. 

Conditions Precedent  means the conditions precedent in clause 3.1 of the 
Implementation Deed, a summary of which is set out in sections 
6.2 and 6.3 of this Scheme Booklet. 

Constitution  means the constitution of PVT. 

COO means Chief Operations Officer. 

Corporations Act the Corporations Act 2001 (Cth). 

Court  means the New South Wales Registry of the Federal Court. 

Deed Poll means the deed poll dated on or about 5 November 2010 signed 
by BidCo and set out in Annexure D. 

Director  means a director of PVT (from time to time). 



 -  

 Scheme Booklet 54 

Effective  means, the coming into effect, under section 411(10) of the 
Corporations Act, of the Court order made under section 
411(4)(b) of the Corporations Act in relation to the Scheme, but 
in any event at no time before an office copy of the order of the 
Court is lodged with ASIC. 

Effective Date  means the date on which the Scheme becomes Effective. 

EGM  means the extraordinary general meeting of PVT Shareholders 
held on 17 December 2009. 

GST Act means A New Tax System (Goods and Services Tax) Act 1999 
(Cth). 

HSI  Henry Schein, Inc. 

HSI Warranties has the meaning given to the term ‘Henry Schein Warranties’ in 
clause 1.1 of the Implementation Deed. 

Implementation Date  means the next Business Day after the Record Date, provided 
such date is not earlier than 31 December 2010. 

Implementation Deed means the Merger Implementation Deed dated 15 October 2010 
between BidCo, HSI and PVT, set out in Annexure B. 

Independent Expert  means KPMG Corporate Finance (Aust) Pty Ltd. 

Independent Expert’s Report  means the report of the Independent Expert about the Proposal, 
as set out in Annexure A. 

Insolvency Event  has the meaning given to that term in clause 1.1 of the 
Implementation Deed. 

IPO means initial public offer of securities on ASX. 

LCW Private Equity means CWC COFA Pty Ltd ACN 113 611 911 as trustee for the 
CWC Corporate Opportunity 1A Trust, CWC COFB Pty Ltd ACN 
114 881 113 as trustee for the CWC Corporate Opportunity 1B 
Trust and CWC Investors Pty Ltd ACN 113 607 748 as trustee for 
the CWC Investment Unit Trust, which trusts together have a 
19.9% shareholding in PVT and which are managed by LCW 
Private Equity Pty Ltd ACN 114 164 331 (a subsidiary of Lazard 
Ltd).  

Listing Rules means the listing rules of ASX. 

Material Adverse Change has the meaning given to the term ‘Material Adverse Change’ in 
clause 1.1 of the Implementation Deed. 

  

Official List means the official list of ASX. 

PVT  means Provet Holdings Limited (ACN 092 593 774) and the 
Subsidiaries. 

PVT Group  means PVT and each of the Subsidiaries. 
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PVT Information  means the information in this Scheme Booklet, other than the 
BidCo Information and the Independent Expert’s Report in 
Annexure A. 

PVT Prescribed Occurrence  has the meaning given to the term ‘Provet Prescribed 
Occurrence’ in clause 1.1 of the Implementation Deed. 

PVT Share  means a fully paid ordinary share in the capital of PVT. 

PVT Shareholder or Shareholder means a person who is the registered holder of one of more PVT 
Shares. 

PVT Shareholder Information 
Line 

1800 812 642 (within Australia) and +61 2 8280 7423 (outside 
Australia) (7:00am and 6:30pm on weekdays). 

PVT Warranties has the meaning given to the term ‘Provet Warranties’ in clause 
1.1 of the Implementation Deed. 

Proposal  means the proposed acquisition of PVT Shares by BidCo under 
the Scheme. 

Record Date  means 8:00pm on the fifth Business after the Effective Date. 

Scheme  means the scheme of arrangement in Annexure E. 

Scheme Booklet  means this scheme booklet, issued under section 412 of the 
Corporations Act. 

Scheme Consideration  means $2.14 per PVT Share that the relevant PVT Shareholder 
holds at the Record Date. 

Scheme Meeting  means the meeting of PVT Shareholders to consider and if 
thought fit approve the Scheme, ordered by the Court to be 
convened under section 411(1) of the Corporations Act. 

Scheme Resolution means the resolution to be put to PVT Shareholders at the 
Scheme Meeting. 

Second Court Date  means the first day on which the Second Court Hearing is heard, 
or if the Second Court Hearing is adjourned for any reason, the 
first day of the adjourned hearing. 

Second Court Hearing  means, in respect of the Scheme, the hearing of an application 
made to the Court for an order approving the Scheme under 
section 411(4)(b) of the Corporations Act. 

Subsidiary has the meaning given to that term in section 46 of the 
Corporations Act. 

Substantial Holding has the meaning given to that term in section 9 of the 
Corporations Act. 

Superior Proposal has the meaning given to it in the Implementation Deed. 

Takeovers Panel means the panel by that name established under section 171 of 
the Australian Securities and Investments Commission Act 
(2001) and given its various powers under Part 6.10 of the 
Corporations Act.  
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All references in this Scheme Booklet to '$' or 'dollar' are to Australian currency, unless otherwise 
indicated. 
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Annexure A  
Independent Expert’s Report 
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KPMG, an Australian partnership and a member firm of the KPMG 
network of independent member firms affiliated with KPMG 
International Cooperative (“KPMG International”), a Swiss entity.  

The Directors 
Provet Holdings Limited 
48 Bell-Are Avenue 
Northgate, QLD, 4013 

15 October 2010 

Dear Sirs 

Independent Expert Report and Financial Services Guide 

1 Introduction  
Provet Holdings Limited (Provet or the Company) is an Australian public company listed on the 
official list of the Australian Securities Exchange Limited (ASX).  The Company was listed on 
the ASX on 15 March 2010 with a market capitalisation of approximately $58.8 million. As at 
12 October 2010, being the last day on which the Company traded before entering into a 
voluntary trading halt, Provet had a market capitalisation of approximately $68.8 million. 

Provet’s principal business is the wholesale distribution of veterinary products in Australasia. 
The Company supplies medicines, pet nutrition, instruments and equipment. It also offers a 
range of products and services targeted at the practice management of its veterinary customers, 
including practice management software, online e-ordering, website design and staff training. 
Further, the Company offers training and consulting services to the veterinary industry.  

On 15 October 2010, Provet and Pelican Acquisition Company Pty Ltd (BidCo), an indirect 
wholly owned subsidiary of Henry Schein, Inc. (Henry Schein), announced that they had agreed 
terms on which BidCo would acquire all of the Provet shares under a Scheme of Arrangement 
(Proposal). The terms of the Proposal are discussed more fully in Sections 2 and 6.2 of this 
report and in the Scheme Booklet dated on or about 8 November 2010 (Scheme Booklet). 

Henry Schein is a United States (US) company listed on NASDAQ and is a worldwide 
distributor of medical, dental and veterinary supplies including vaccines, pharmaceutical 
products and financial services.  As at 13 October 2010 Henry Schein had a closing market 
capitalisation of approximately United States dollars (US$) 5.4 billion.  

Should the Proposal be approved by Provet Shareholders (Shareholders), Provet will be an 
indirect wholly owned subsidiary of Henry Schein and will be delisted from the ASX.  

The Directors have requested KPMG Corporate Finance (Aust) Pty Ltd (KPMG) to provide an 
Independent Expert Report (IER or the Report) to assess whether the Proposal is in the best 
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interests of Shareholders.  This Report has been prepared for this purpose and our assessment 
and opinion is contained therein. 

2 Summary of the Proposal  
Under the Proposal, Henry Schein’s subsidiary BidCo will acquire all of the shares in Provet. 
The consideration offered is $2.14 cash per Provet share. 

At the date of making the indicative non-binding offer, Henry Schein did not have an existing 
stake in Provet. The Proposal will take place via a Scheme of Arrangement (Scheme), subject to 
a number of conditions precedent, as set out in Section 6.2 below.    

3 Scope of Report 

There is no statutory requirement for Provet to provide an IER to Shareholders. However, the 
Directors have requested KPMG to prepare a report to assess whether the Proposal is in the best 
interests of Shareholders.  

Given the nature of the Proposal, KPMG considers the requirements under Section 411 of the 
Corporations Act 2001 (Cth) (Act) to be analogous to the Proposal and therefore the most 
appropriate framework to complete the IER. As such, we have prepared this IER with reference 
to the requirements for a Scheme as outlined in the Act and the Australian Securities and 
Investment Commission (ASIC) Regulatory Guides. 

Section 411(3) of the Act requires that an explanatory statement issued in relation to a proposed 
scheme of arrangement under Section 411 of the Act include information that is material to the 
making of a decision by a creditor or member as to whether or not to agree with the relevant 
proposal. 

Regulatory Guide (RG) 111 “Content of expert reports”, issued by ASIC, indicates the 
principles and matters which it expects a person preparing an independent expert report to 
consider. RG 111.15 states that where a scheme of arrangement is used as an alternative to a 
takeover bid, the form of analysis undertaken by the expert should be substantially the same as 
for a takeover bid. That form of analysis considers whether the transaction is “fair and 
reasonable” and, as such, incorporates issues as to value. In particular: 

• ‘fair and reasonable’ is not regarded as a compound phrase 

• an offer is ‘fair’ if the value of the offer price or consideration is equal to or greater than the 
value of the securities subject to the offer 

• the comparison should be made assuming 100% ownership of the ‘target’ and irrespective 
of whether the consideration is scrip or cash 
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• the expert should not consider the percentage holding of the ‘bidder’ or its associates in the 
target when making this comparison 

• an offer is ‘reasonable’ if it is ‘fair’ 

• if an expert would conclude that a proposal was ‘fair and reasonable’ if it was in the form of 
a takeover bid, it will also be able to conclude that the scheme is in the best interests of the 
members of the company. 

In this regard, RG 111 indicates the principles and matters which ASIC expects a person 
preparing an IER for the purposes of the Act, or another purpose, to consider. In particular RG 
111.4 notes that in deciding on the appropriate form of analysis for a report, “an expert should 
bear in mind that the main purpose of the report is to adequately deal with the concerns that 
could reasonably be anticipated of those persons affected by the proposed transaction. An expert 
should focus on the purpose and outcome of the transaction, that is, the substance of the 
transaction, rather than the legal mechanism used to effect the transaction”. 

3.1 Factors considered in forming our opinion 
In forming our opinion we have considered, in particular, the following issues: 

• a comparison of the assessed value of Provet shares with the consideration offered under the 
terms of the Proposal  

• the level of any synergies/special value available  

• the likelihood of a superior offer 

• recent trading prices of Provet shares on the ASX 

• the consequences of not accepting the Proposal 

• other implications of the Proposal 

• any other benefits or disadvantages of the alternatives that we believe to be relevant.  

Our opinion is based solely on information available as at the date of this Report as set out in 
Appendix 2. We note that we have not undertaken to update this Report for events or 
circumstances arising after the date of this Report other than those of a material nature which 
would impact upon our opinion. We refer readers to the limitations and reliance on information 
section as set out in the Scope of Report (Section 6). 
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4 Summary of opinion 
In our opinion, the Proposal is fair and reasonable to the Shareholders and accordingly is in the 
best interests of the Shareholders, in the absence of a superior proposal. 

As with any transaction involving a change of control, a key consideration for Shareholders is 
whether the Proposal includes a premium for control. In this regard, the Proposal represents a 
premium of 35 percent to the closing share price at 12 October 2010, being the last day on 
which the Company traded before entering into a voluntary trading halt, which in our opinion 
represents an appropriate premium for control.  

Further, in assessing the underlying value of a share in Provet we recognise that while the 
Company has identified a number of opportunities for future growth, given the existing market 
share and relatively mature stage of the principal markets in which the Company operates, a 
large component of the future revenue growth will need to come from entrance into new 
markets or new geographical locations. Combined with the potential for increased margin and 
market share pressure due to competitor activity there are significant risks in relation to 
achieving future profit growth. 

The principal matters that we have taken into consideration in forming the above opinion are 
discussed below.  

4.1 The Henry Schein Offer is fair to Shareholders 
We have assessed the underlying value of a share in Provet to fall in the range of $2.05 to $2.19 
ex-dividend. The consideration offered under the Proposal is within our assessed value range 
and therefore the Proposal is considered to be fair.  

Table 1: Assessment of fairness of the Proposal 
 Assessed value  
$ Reference Low value High value
Value of consideration offered under the Proposal ($)  2 2.14 2.14
    
Value per Provet share ($) ex-dividend 8.3 2.05 2.19
Premium/(discount) to KPMG assessed value ($)  0.09 (0.05)
Premium/(discount) to KPMG assessed value (%)   4.3% (2.3%)
Source: KPMG analysis 

Our assessment of the value of Provet is for a controlling interest which incorporates a premium 
for 100 percent control. When assessing the controlling value of Provet, we have considered 
those synergies and benefits which would generally be available to a broad pool of hypothetical 
purchasers. We have not included the value of synergies and benefits that may be unique to 
Henry Schein. Accordingly, our valuation of a share in Provet has been determined regardless of 
the acquirer.  
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Our assessed value range exceeds the price at which we would expect a Provet share to trade in 
the absence of the Proposal or a superior proposal. 

4.2 The Henry Schein Offer is reasonable to Shareholders 
In accordance with RG 111, an offer is reasonable if it is fair. On this basis, the Proposal is 
reasonable. However, irrespective of the guidance to conclude that the Proposal is reasonable 
simply because it is fair, we have also considered the following advantages, disadvantages and 
other considerations. 

4.2.1 Henry Schein is paying a premium to acquire Provet shares 
It is generally acknowledged that in order to acquire a controlling interest in a listed company, 
the acquirer must pay a premium over and above the price at which the shares in the target are 
trading on the ASX prior to the announcement of the takeover bid. The premium reflects the 
benefits the acquirer achieves through holding a controlling interest in contrast to a portfolio 
shareholding. 

The benefits of acquiring all the shares in a target company may typically include: 

• full and unfettered access to the cash flows of the business 

• control over dividend decisions 

• control over voting at shareholder meetings, and, in particular decisions requiring special 
resolutions, and composition of the board of directors 

• absolute control over the future direction of the company without having to deal with 
minority shareholder issues 

• ability to group tax losses and enter into tax consolidated groups. 

Premia are paid for reasons that vary from case to case. In some situations, the premium paid 
may be greater than others due to synergies or other benefits the acquirer expects to realise. 

The consideration provided under the Proposal represents a premium to the Provet trading price 
and one month VWAP at 12 October 2010, being the last day on which the Company traded 
before entering into a voluntary trading halt.  The consideration under the Proposal represents a 
premium of 35 percent and 33 percent respectively as shown in the chart below. 
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Figure 1: Consideration relative to recent VWAPs 
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Source: Capital IQ. Period data relative to 12 October 2010 and KPMG Analysis 
Notes: VWAP has not been adjusted for the shares going ex-dividend on 13 September 2010 

We have undertaken an analysis of transaction data in order to assess a reasonable range for 
implied acquisition premiums in Australia in the last ten years. Our analysis indicated that 
twenty day premiums showed an average and median of approximately 37 percent and 30 
percent respectively after excluding outliers.  

It is apparent from a review of these transactions that there is a wide dispersion of observed 
acquisition premiums. This is not unexpected given that acquisition premiums can be affected 
by a wide range of factors. Having considered these factors, and the nature of the distribution of 
our observed data we consider on balance it is reasonable to suggest that in Australia, successful 
transactions are typically likely to complete within an acquisition premium of 25 percent to 40 
percent. 

In respect to the Proposal, we consider it reasonable to expect there to be a premium to reflect 
the advantages of Henry Schein acquiring all of the shares in Provet and other strategic and 
operational benefits and that the premiums shown in Figure 1 are consistent with the typical 
premium range.  

4.2.2 Other Advantages of the Proposal to Shareholders 

The principal advantages of the Proposal for Shareholders include: 

Shareholders are provided with the ability to immediately realise value from their investment 

There is a very low volume of shares traded in Provet. As a result, Shareholders that wish to exit 
a large parcel of shares may be required to discount the price at which Provet shares are sold, in 
order to divest their Provet shares. Further, the low volume of Provet shares traded may indicate 
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a limited number of active purchasers which may result in a longer lead time for the sale of 
Provet shares. The cash consideration provided by Henry Schein provides Shareholders with the 
ability to immediately realise the value of their shares at a price that reflects a premium to recent 
share market trades.  

Transferring risks associated with delivering shareholder value to Henry Schein 

Following the approval of the Proposal, Henry Schein will have acquired control of Provet.  As 
a result, it will take on any risks, challenges and uncertainties associated with the ability to 
achieve future growth and deliver value to Shareholders.  These risks include, but are not 
limited to:  

• the relative size and growth rate of the Australian veterinary distribution market 

• the mature stage of Provet’s market share in the Queensland, New South Wales and Western 
Australian markets and its implications for future growth 

• the ability to gain market share in the Victorian, Tasmanian and South Australian markets 
where Provet is a relatively new player 

• the ability to continue the level of growth in earnings seen historically through operating 
efficiencies and reducing the cost of doing business  

• the availability of acquisition opportunities to facilitate growth 

• risks of entering new markets 

• increased competition in the Australasian veterinary health industry, including increased 
competition resulting from new entrants 

• supplier and customer aggregation. 

Although the Company considers that it has good growth prospects as an independent ASX 
listed company, there is no guarantee of growth being realised and it is acknowledged that 
actual growth will be dependent on a number of factors, including further investment of 
financial and human resources over time, and other factors outside of Provet’s control. 

No superior proposal for Provet shares has emerged 

The Directors have advised us that to date no superior offers for the acquisition of Provet have 
been received. We note that approximately 2 months will elapse between the date of this Report 
and Shareholders meeting to consider the Proposal. In the event that a superior proposal 
emerges within this timeframe, Shareholders could elect to vote against the Proposal. 
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Provet Shareholders will not incur transaction costs in relation to the disposal of shares 

The Proposal will result in BidCo acquiring shares from Shareholders off market via a Scheme.  
As such, Shareholders will not be required to pay any transaction costs on disposal of their 
shares under the Proposal. 

4.2.3 Disadvantages of the Proposal to Shareholders 
The principal disadvantages of the Proposal for Shareholders include: 

Shareholders will lose the ability to participate in the upside growth potential of Provet  

Whilst the Proposal will allow Shareholders to realise their investment in Provet at a premium 
to Provet’s share price prior to the announcement, they will not be able to participate in any 
future growth opportunities or improvements in operating efficiencies. Provet has recently 
entered into the South Australian, Tasmanian and Victorian markets. These markets are at a 
relatively early stage compared to the more mature markets of New South Wales and 
Queensland.  As a result, there may be further growth opportunities in these regions as they 
mature which may result in higher future returns for Shareholders.  In addition, as Provet has 
invested in infrastructure in recent years with the aim of improving operating efficiencies, 
Shareholders will also forgo any entitlement to participate in any future profit improvements 
that the operating efficiencies may provide.   

Shareholders will forgo any future dividend entitlements 

Should the Proposal be approved, Shareholders will no longer hold an interest in Provet.  As 
such, Shareholders will not be able to participate in any future dividend entitlement, even if the 
Proposal is delayed.  Provet has a long proven history of making dividend payments. Total 
dividends paid have increased from 6.3 cents per share in FY06 to 8.0 cents per share in FY10. 
Given the historical trend in dividend payments, it is expected that future dividend payments are 
likely to continue.  

Shareholders will forego the ability to defer the sale of their shares 

The approval of the Proposal will result in Shareholders realising value from the disposal of 
their Provet shares to BidCo. As a result, Shareholders will have a fixed date for the sale of 
Provet shares and will forego the ability to defer the sale of their Provet shares. This may bring 
forward any associated tax implications that may arise with the disposal of Provet shares. 

4.2.4 Other considerations 
The principal other considerations of the Proposal include: 
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Tax consequences 

The tax implications of accepting the Proposal will vary depending on the individual 
circumstances of each Shareholder. Shareholders should evaluate the taxation consequences of 
the Proposal based on their individual circumstances. A summary of the expected tax 
implications of the Proposal is set out in Section 5 of the Scheme Booklet. 

4.2.5 Implications should the Proposal not proceed 

The consideration provided under the Proposal represents a premium to Provet’s share price on 
12 October 2010, being the day prior to the Company entering into a voluntary trading halt and 
is also at a premium to Provet’s share price trading range since listing in March 2010. It is not 
possible to accurately predict the prices at which Provet shares might trade in the future in the 
absence of the Proposal or a superior proposal. However, if the Proposal is not approved, it is 
likely that the price of Provet shares on the ASX will continue to trade at below the cash 
consideration offered of $2.14 per share. 

In the event the Proposal does not proceed Provet shares will continue to be listed on the ASX. 
The Directors have advised that they intend to continue to develop the Provet business in a 
manner similar to that pursued over the last 12 months. The Company considers it has good 
prospects in the absence of the Proposal. These comprise a number of opportunities for future 
growth including: 

• improvements to margins from the historical investments in infrastructure, in terms of 
improved operating efficiency at the warehouses and reductions in the cost of doing 
business as scale and volumes increase 

• growth in the local market, which IBISWorld has forecast at 4.6 percent (real) per annum 
(refer to Appendix 4 for further detail of the industry) 

• expansion into South East Asia and in particular Singapore and Hong Kong via organic 
growth and acquisitions 

• expansion into the broader animal health industry 

• growth through vertical integration along the supply chain. 

However, Shareholders should also consider that: 

• if the Proposal does not proceed, Henry Schein may seek alternatives for entry into the 
Australasian market which may include an acquisition of a competitor or direct entry into 
the market through establishing greenfield operations in Australasia. This may result in 
greater competitive pressure on Provet which may adversely affect its future financial 
performance 
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• Provet currently has a relatively large market share in its existing markets and hence the 
opportunity to increase market share is limited  

• a number of the opportunities discussed above involve entering markets where Provet is 
relatively less experienced, which will increase Provet’s overall risk profile.  

In this regard, we note that should the Proposal not proceed: 

• Provet will have incurred costs including advisory costs, legal fees, independent expert fees 
and other costs, estimated at $1.3 million and expended management time in relation to the 
Proposal  

• Provet will be required to pay the break fee of $925,000 if a party makes a competing 
proposal and acquires a 50 percent interest in Provet within six months or if the Directors 
fail to recommend the Proposal, change or withdraw their recommendation or endorses a 
competing proposal (refer to Section 1.3 of the Scheme Booklet for full details) 

• the expected advantages of the Proposal will not be realised. However, the disadvantages 
and risks of the Proposal will also not arise 

• Provet shares are likely to trade at lower levels than current levels and the consideration 
offered by Henry Schein under the Proposal. 

5 Other matters 
In forming our opinion, we have considered the interests of Shareholders as a whole. This 
advice therefore does not consider the financial situation, objectives or needs of individual 
Shareholders. It is not practical or possible to assess the implications of the Proposal on 
individual Shareholders as their financial circumstances are not known.  

The decision of Shareholders as to whether or not to approve the Proposal is a matter for 
individuals based on, amongst other things, their risk profile, liquidity preference, investment 
strategy and tax position. Individual Shareholders should therefore consider the appropriateness 
of our opinion to their specific circumstances before acting on it.  

As an individual Shareholder’s decision to vote for or against the proposed resolutions may be 
influenced by his or her particular circumstances, we recommend that individual Shareholders 
(including residents of foreign jurisdictions) seek their own independent professional advice. 

This Report has also been prepared in accordance with the relevant provisions of the Act and 
other applicable Australian regulatory requirements. This Report has been prepared solely for 
the purpose of assisting Shareholders in considering the Proposal. We do not assume any 
responsibility or liability to any other party as a result of reliance on this report for any other 
purpose. 
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All currency amounts in this report are denominated in Australian dollars unless otherwise 
stated. 

Neither the whole nor any part of this Report or its attachments or any reference thereto may be 
included in or attached to any document, other than the Scheme Booklet to be sent to 
Shareholders in relation to the Proposal, without the prior written consent of KPMG as to the 
form and context in which it appears.  KPMG consents to the inclusion of this Report in the 
form and context in which it appears in the Scheme Booklet. 

The above opinion should be considered in conjunction with and not independently of the 
information set out in the remainder of this Report, including the appendices. 
 

Yours faithfully  

  

Bill Allen 
Executive Director 

Ian Jedlin 
Executive Director 
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Financial services guide 
Dated 15 October 2010

KPMG Corporate Finance (Aust) Pty Ltd ABN 43 007 
363 215, Australian Financial Services Licence Number 
246901 (KPMG or we or us or our as appropriate) has 
been engaged to provide an Independent Experts Report 
(Report) in relation to acquisition of shares via a Scheme 
of Arrangement (Proposal) for inclusion in the Scheme 
Booklet dated on or about 8 November 2010 (Scheme 
Booklet) prepared by Provet Holdings Limited (Provet  or 
the Company). 

Purpose of this Guide 

This Guide is designed to help retail clients to decide how 
to use our Report.  It includes information about: 

• who we are and how we can be contacted 

• the services we are authorised to provide under our 
licence 

• how we and our staff are paid 

• any relevant associations or relationships we have 

• how complaints are dealt with; and 

• the compensation arrangements we have in place.  

The Scheme Booklet contains information about 
significant benefits, risks, fees and other charges and 
other information about the Proposal.  

Financial services we are licensed to provide 

We hold an Australian Financial Services Licence, which 
authorises us to provide financial product advice in 
relation to: 

• Interests in managed investments schemes 
(excluding investor directed portfolio services) 

• Securities (such as shares and debentures). 

Our responsibility to you 
We provide financial product advice when engaged to 
prepare a report in relation to a transaction relating to one 
of these types of financial products. You have not 

engaged us directly but have received a copy of the 
Report because of your connection to the Proposal. 

We are responsible and accountable to you for ensuring 
that there is a reasonable basis for the conclusions in our 
Report. 

General Advice 

Our report only contains general advice, because it has 
been prepared without taking into account your personal 
objectives, financial situation or needs.  

You should consider the appropriateness of the general 
advice in our Report having regard to your circumstances 
before you act on our Report.  

You should also consider the other parts of the Scheme 
Booklet before making any decision in relation to the 
Proposal. 

Fees we may receive  

We charge fees for preparing reports. These fees will 
usually be agreed with, and paid by, the financial product 
issuer.  Fees are agreed on either a fixed fee or a time 
cost basis.  In this instance, Company has agreed to pay 
us $120,000 (excluding out-of-pocket expenses and GST) 
for preparing the Report. 

KPMG and its officers, employees, representatives, 
related entities and associates will not receive any other 
fee or benefit in connection with the provision of the 
Report.  

Referrals 

We do not pay commissions or provide any other benefits 
to any person for referring customers to us in connection 
with the reports that we are licensed to provide. 

Associations and relationships 

Through a variety of corporate and trust structures KPMG 
is controlled by and operates as part of KPMG’s 
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Australian professional advisory and accounting practice 
(the KPMG Partnership). Our directors may be partners 
in the KPMG Partnership.  

From time to time KPMG, the KPMG Partnership and 
related entities (KPMG entities) may provide professional 
services, including audit, tax and financial advisory 
services, to companies and issuers of financial products 
in the ordinary course of their businesses. 

KPMG entities have provided a range of advisory services 
to the Company for which professional fees are received.  
Over the past two years professional fees of $12,400 
have been received from the Company.  None of those 
services have related to the Proposal or alternatives to 
the Proposal. 

No individual involved in the preparation of this report 
holds a substantial interest in, or is a substantial creditor 
of, Provet or has other material financial interests in the 
transaction. 

Remuneration or other benefits received by our 
representatives 

KPMG officers, employees and representatives receive a 
salary or a partnership distribution from the KPMG 
Partnership. Our employees are eligible for bonuses 
based on overall productivity but not directly in connection 
with any engagement for the provision of a report.  

Complaints resolution 

Internal complaints resolution process 

If you have a complaint, please let us know.  Formal 
complaints should be sent in writing to The Complaints 
Officer, KPMG, PO Box H67, Australia Square, Sydney 
NSW 1213.  

When we receive a written complaint we will record the 
complaint, acknowledge receipt of the complaint within 5 
days and investigate the issues raised. As soon as 
practical, and not more than 45 days after receiving the 
written complaint, we will advise you in writing of our 
response to your complaint. 

External complaints resolution process 

If we cannot resolve your complaint to your satisfaction 
within 45 days, you can refer the matter to the Financial 
Ombudsman Service (FOS) of which we are a member.  
FOS is an independent company that has been 
established to provide free advice and assistance to 
consumers to help in resolving complaints relating to the 
financial services industry.  

Further details about FOS are available at the FOS 
website www.fos.org.au  or by contacting them directly at:  

Address: Financial Ombudsman Service Limited, 
GPO Box 3, Melbourne Victoria 3001  
Telephone:  1300 78 08 08  
Facsimile:  (03) 9613 6399  
Email:  info@fos.org.au. 

The Australian Securities and Investment Commission 
also has a freecall infoline on 1300 300 630 which you 
may use to obtain information about your rights. 

Compensation arrangements 

KPMG has professional indemnity insurance cover as 
required by the Corporations Act. 

Contact Details 

You may contact us using the contact details set out at 
the top of the letterhead on page 1. 
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6 Scope of the report and conditions precedent  

6.1 Basis of assessment 

6.1.1 Fairness 
RG 111 defines an offer as fair when the value of the consideration is equal to or greater than 
the value of the securities subject to the offer. The comparison should be made assuming 100 
percent ownership of the ‘target’ and irrespective of whether the consideration is scrip or cash. 
In addition the expert should not consider the percentage holding of the ‘bidder’ or its associates 
in the target when making this comparison. Accordingly, KPMG has assessed whether the 
Proposal is fair by estimating the market value of a Provet share (assuming 100 percent control) 
and comparing this value with the consideration offered. 

Market value is commonly defined as the value that a hypothetical prudent purchaser, who is a 
willing but not anxious buyer, would be prepared to pay a seller, who is willing but not anxious 
to sell a given asset, in circumstances where both the buyer and seller have full access to all 
relevant operational and financial information. Market value typically excludes ‘special value’ 
which is the additional value (over and above market value) that particular acquirers may be 
prepared to pay for a business who can achieve unique synergies or other benefits not generally 
available to other market participants. Our valuation of Provet has excluded ‘special value’.  

In assessing fairness, KPMG has assumed an orderly market for the underlying assets of the 
Company and has not considered any entity specific factors (such as the level of gearing) in 
determining the market value of Provet. However, these factors have been considered in 
assessing the reasonableness of the Proposal. 

6.1.2 Reasonableness 
According to RG 111 (in respect of control transactions), an offer is reasonable if it is fair. 
However, an offer can also be reasonable even if it is not fair if the expert believes that there are 
sufficient reasons for shareholders to accept the offer in the absence of any higher bid before the 
close of the offer. To assess the reasonableness of the Proposal, KPMG has considered the 
following factors: 

• the likely trading price of Provet shares in the absence of the Proposal 

• alternative options available 

• advantages and disadvantages and other considerations of the Proposal 

• implications if the Proposal is not approved. 

In this regard, RG 111 indicates the principles and matters which ASIC expects a person 
preparing an IER for the purposes of the Act, or another purpose, to consider. In particular RG 
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111.4 notes that in deciding on the appropriate form of analysis for a report, “an expert should 
bear in mind that the main purpose of the report is to adequately deal with the concerns that 
could reasonably be anticipated of those persons affected by the proposed transaction. An expert 
should focus on the purpose and outcome of the transaction, that is, the substance of the 
transaction, rather than the legal mechanism used to effect the transaction”. 

6.1.3 Best interests 
According to RG 111.17 to 111.19: 

• if an expert would conclude that a proposal was ‘fair and reasonable’ if it was in the form of 
a takeover bid, it will also be able to conclude that the scheme ‘is in the best interests of the 
members of the company’  

• if an expert would conclude that the proposal was ‘not fair but reasonable’ if it was in the 
form of a takeover bid, it is still open to the expert to also conclude that the scheme is ‘in the 
best interests of the members of the company’  

• if an expert concludes that a scheme proposal is ‘not fair and not reasonable’, then the 
expert would conclude that the scheme is not in the best interests of the members of the 
company.  

6.2 Conditions Precedent  
The Proposal is subject to a number of conditions precedent, including amongst others: 

• no material acquisitions or disposals  

• there being no material adverse change to the Company 

• Shareholders approving the Proposal and the Proposal being approved by order of the Court 

• there being no change to the Directors’ recommendation or voting intentions in favour of the 
Proposal 

• there being no Superior Proposal (as defined in the Scheme Booklet) 

• no third party acquiring an interest in Provet so as to have a relevant interest of 20 percent or 
more in Provet. 

A full listing of the conditions precedent is included in the Scheme Booklet. 
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6.3 Limitations and reliance on information 
In preparing this Report and arriving at our opinion, we have considered the information 
detailed in Appendix 2 of this Report. Nothing in this Report should be taken to imply that 
KPMG has verified any information supplied to us, or has in any way carried out an audit of the 
books of account or other records of Provet for the purposes of this Report.  

Further, we note that an important part of the information base used in forming our opinion is 
comprised of the opinions and judgements of management. In addition, we have also had 
discussions with Provet’s management in relation to the nature of the Company’s business 
operations, its specific risks and opportunities, its historical results and its prospects for the 
foreseeable future. This type of information has been evaluated through analysis, enquiry and 
review to the extent practical. However, such information is often not capable of external 
verification or validation. 

We have no reason to believe that any material facts have been withheld from us but do not 
warrant that our inquiries have revealed all of the matters which an audit or extensive 
examination might disclose. The statements and opinions included in this Report are given in 
good faith, and in the belief that such statements and opinions are not false or misleading.  

The opinion of KPMG is based on prevailing market, economic and other conditions at the date 
of this Report. Conditions can change over relatively short periods of time. Any subsequent 
changes in these conditions could impact upon our opinion. We note that we have not 
undertaken to update this Report for events or circumstances arising after the date of this report 
other than those of a material nature which would impact upon our opinion.  

6.4 Disclosure of information 
In preparing this Report, KPMG has had access to all financial information considered 
necessary in order to provide the required opinion. Provet has requested KPMG limit the 
disclosure of some commercially sensitive information relating to Provet and its subsidiaries. 
This request has been made on the basis of the commercially sensitive and confidential nature of 
the operational and financial information of the operating entities comprising Provet. As such, 
the information in this Report has been limited to the type of information that is regularly placed 
into the public domain by Provet. 
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7 Profile of Provet 

7.1 Company background 
Provet is a leading Australian veterinary distribution business with diversified operations 
including veterinary wholesaling, practice management systems, consultancy and training. 
Provet’s core business is in the wholesale of veterinary supplies to the Australian, New Zealand 
and export markets. Provet is headquartered in Brisbane, with operations in all states and 
territories within Australia as well as offices in New Zealand. Provet employs more than 350 
staff across its divisions in Australia and internationally. 

Provet’s core business is supported through its value added IT and consulting business units.  
Through these business units, Provet provides a range of services including practice 
consultation, education, registered training, veterinary practice management systems and 
inventory management.  These business units support the core wholesaling business through 
providing a full service suite of products to attract new potential customers and as well as cross-
selling opportunities to its existing customers. During FY10, Provet generated total revenue of 
approximately $282.2 million and EBITDA of approximately $12.1 million. 

Provet listed on the ASX on 15 March 2010 following a successful Initial Public Offering (IPO) 
that raised $1.58 million. Prior to this date the Company operated as a continuous disclosing 
entity since March 2006. The Company had a market capitalisation of approximately $68.8 
million at 12 October 2010, being the last day on which the Company traded before entering 
into a voluntary trading halt.  

7.2 Corporate history 
Provet was formed in 1982 as a provider of veterinary supplies to local vets in Queensland. 
Since its commencement, Provet has grown to 13 warehouses across Australasia with an export 
team servicing around 40 countries. The history of Provet is set out below. 

Table 2: Provet corporate history 
 
Date Event 
1982 • Provet commenced trading in Queensland under a trust structure, supplying veterinary supplies 

to local vets 
1982 to 1994 • Expansion in Queensland with the acquisition of a warehouse in Newstead, Queensland and 

Fortitude Valley, Queensland 
1995 • Provet purchased Newcastle based, Veterinary Medical & Surgical Supplies Pty Ltd (renamed 

Provet VMS Pty Ltd)  
1996 • Provet purchased Sydney based, Provet (NSW) Pty Ltd 
1996-1997 • Provet underwent a restructure from a Trust to a company by incorporating Provet Limited (now 

Provet Pty Ltd), which acquired all Provet operating subsidiaries 
• Provet IT business unit was established to bring the Company closer to becoming a one stop 

shop for veterinarians 
1999 • Commenced operations in the Riverina region (NSW) through a Wagga Wagga based 
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Date Event 

subsidiary, Provet Riverina Pty Ltd 
2000 • Provet commenced the expansion of its IT business unit through the purchase of Globalworks 

Pty Ltd, which owned Petsite.com Ltd (trading as Petalia). Globalworks Pty Ltd subsequently 
converted its name and structure to Provet IT Pty Ltd 

2002 • Provet commenced trading in Auckland, New Zealand through the establishment of Provet NZ 
Pty Ltd 

2004 • Provet expanded its wholesaling business unit in Melbourne through the acquisition of Allhank 
Trading company which was rebranded Provet Victoria 

• Provet engaged a Hong Kong based agent to expand Provet’s existing presence in the Asian 
region 

2005 • Provet NZ Pty Ltd purchased the business of National Veterinary Supplies Ltd, which serviced 
both the North and South Islands of New Zealand. The acquisition of this business made Provet 
NZ Pty Ltd the largest veterinary wholesaler in New Zealand 

2006 • Provet expanded into training and consulting services through the acquisition of AIRC and CCG
• Provet commenced operations in South Australia through the establishment of Provet SA Pty 

Ltd 
2007 • Provet purchased the New Zealand based business of Vision VPM (veterinary practice 

management software) from Vision Software Limited to complement its IT business unit  
• Provet acquired the Vetcare business (veterinary management software) from Digivet.com Pty 

Ltd 
• Provet completed the acquisition of Perth based Westralian Holdings Limited (renamed Provet 

WA Pty Ltd) to expand its wholesaling presence in Western Australia  
2008 • Provet acquired the Darwin based veterinary product and equipment supplies business, 

Monsoon Vet Supplies (now trading as Provet NT)  
2004 to 2009 • Provet has made significant investment in infrastructure to ensure adequate ability to continue 

expanding. During this time, warehouse expansions have occurred in Brisbane, Auckland, 
Townsville, Newcastle, Wagga Wagga, Melbourne, Adelaide, Perth and Darwin 

2009 • Provet raised $15.2 million under a successful pro-rata non renounceable rights issue to existing 
shareholders and a placement to LCW Private Equity at an issue price of $5.00 per share 
(equivalent of $1.25 per share post share split) 

• Provet underwent a 4:1 share split following receipt of shareholders approval 
2010 • Provet Tasmania commenced operations from Hobart, providing the Company with a presence 

in all states and territories across Australia 
• Listing on the ASX raising $1.58 million 

Source: Provet  

7.3 Business operations 
Provet is organised into three major business units supported by a range of corporate functions 
as set out and discussed further below. 
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Figure 2: Provet structure by business unit 

 
Source: Provet  

Veterinary Wholesaling 

Provet’s core business is its veterinary wholesaling division which contributes over 98 percent 
of Company revenue.  Provet is currently Australasia’s largest veterinary distributor with 13 
warehouse operations across Australia and New Zealand.  These warehouses cover every capital 
city in Australia, as well as regional locations in Townsville, Newcastle and Wagga Wagga. 
There are also warehouses in Auckland, Palmerston North and Christchurch in New Zealand.  

The veterinary wholesaling division carries a range of medicines, pet nutrition, instruments and 
equipment. The current facilities are capable of processing over 3,500 orders per week.  The 
veterinary wholesaling division also has the capability of offering business-to-business online 
inventory management through its e-Order system. 

Provet has invested significantly in infrastructure to enable future growth in the Company. This 
infrastructure has included relocations into new purpose built warehouses at most of its 
locations.  In establishing a new warehouse facility, Provet has invested in facilities that have 
the capacity to meet its long term growth expectations. As such, the investment in the larger 
facilities and new plant and equipment has historically resulted in lower earnings margins 
through the higher occupancy costs and depreciation. As volumes increase, the investment in 
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infrastructure is expected to result in higher margins for the Company through greater utilisation 
of the warehouses and improved operating efficiencies.  

In recent years, Provet has continued its investment in technology through an advanced 
computer bar coding system and has also invested in voice pick technology in its Brisbane 
warehouse. These investments have resulted in greater operational efficiencies and lowered the 
cost of doing business.  

Information Technology 

Provet established its Information Technology business unit to provide a wide range of 
Information and Communications Technology (ICT) products to the veterinary industry. The 
business unit develops, sells and supports veterinary practice management software, internet 
business portals and other technological based services. It is also involved in providing general 
software development and IT services, including IT support. 

Provet provides veterinary practice management systems under the VisionVPM and Viva VPM 
(formerly Vetcare) brands. The VisionVPM system has a two-way integration with Provet’s e-
Order inventory management system which provides for online inventory control.  

The Information Technology business units employ approximately 40 staff across locations in 
Newcastle, Sydney, Brisbane and Tauranga New Zealand. In FY10, the business unit 
contributed external sales of $1.9 million (0.7 percent of total Provet revenue) and had a net 
profit after tax of $0.03 million. 

Training and Consulting 

The Training and Consulting business unit provides value add services to the wider veterinary 
profession. Animal Industries Resource Centre (AIRC) is a nationally registered training 
organisation. The Training business unit was established to meet the specific training needs of 
veterinary practices, veterinary nurses and animal carers both in Australia and overseas. 
Crampton Consulting Group (CCG) provides veterinary practice advice and consulting services 
to veterinary practices.  

The AIRC and CCG were acquired and integrated into Provet in 2006. In FY10, the Training 
and Consulting business unit represented $1.4 million or 0.5 percent of total Provet revenues 
and made a loss after tax of $0.01 million.  
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7.3.1 Geographic locations 
The following diagram outlines Provet’s geographic locations. 

Figure 3: Provet geographic locations 

 
Source: Provet  
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7.4 SWOT analysis 
A high level strengths, weaknesses, opportunities and threats (SWOT) analysis of Provet is set 
out below. 

Table 3: Provet SWOT analysis 
Strengths Weaknesses 
• Largest Australasian wholesale distributor of 

veterinary products  
• Diversification of services including wholesale 

distribution, training and consultancy, and 
information technology 

• Excess warehouse capacity which provides room for 
future growth 

• Proven capacity to integrate new acquisitions 
• Strong balance sheet following recent capital raisings
• Strong customer relationships built through a core 

team of relationship managers and a well developed 
Customer Relationship Management (CRM) system  

• Relatively mature business with large market share 
and limited growth opportunities in existing core 
business 

• Narrow focus on supply to only the veterinary 
profession 

• High volume, low margin business which increases 
variability of earnings 

• Lower existing market share in Victoria and South 
Australia given Provet’s recent entrance into these 
regions 

• Limited market share in the Information Technology 
and Consulting business unit 

Opportunities Threats 

• Greater leveraging of long-term relationships and 
sales volume in purchasing 

• Growth through either further strategic acquisitions 
or organic growth to expand presence in Victoria, 
South Australia, Tasmania and overseas 

• Expansion from the veterinary supply industry to the 
broader animal health sector 

• Expansion into manufacturing rather than just 
distribution 

 

• Direct supply of product to end consumer by 
manufacturers 

• Industry consolidation may lead to global players 
entering the market or gaining market share 

• Acquiring further veterinary wholesalers may result 
in ACCC issues 

 
 

Source: Provet KPMG Analysis 

7.5 Growth strategy 

Provet’s growth strategy to date has largely focused on growth in its core veterinary wholesaling 
business through a series of acquisitions in New South Wales, Western Australia, Northern 
Territory and New Zealand. These acquisitions have taken place to provide Provet with a 
national presence across Australia. 

As part of the integration process of its acquisitions, Provet’s strategy has involved significant 
investment in infrastructure to enable future growth in these businesses. This infrastructure 
spend has historically included warehouse expansions, investment in new capital equipment and 
investment in systems and technology to improve the capacity and operating efficiency of the 
businesses acquired.  
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In recent years, Provet has shifted towards a value added business model which is aimed at 
offering services to improve the everyday management and profitability of veterinary practices. 
This has been achieved through the acquisition of established complementary businesses in the 
areas of veterinary training, consulting and IT. The value added businesses have assisted Provet 
in maintaining and growing its core wholesaling business.  

As the majority of the acquisitions were transacted prior to FY09, the integration process is now 
largely complete. The future growth strategy is focused on: 

• improvements in profitability driven from reductions in the cost of doing business, greater 
utilisation of existing warehouses as sales volumes increase and the reduction in transaction 
and integration costs involved with previous acquisitions 

• increasing market share through organic growth in the developing regions of South 
Australia, Victoria and Tasmania as well as maintaining market share in the mature regions 
of New South Wales, Queensland, Northern Territory and Western Australia 

• exploring potential growth opportunities offshore, in the broader animal health market or 
through vertical integration along the supply chain 

• exploring potential corporate transactions, which may be facilitated by greater access to 
capital as a result of being an ASX listed entity. 
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7.6 Financial performance 
Provet’s audited consolidated income statements for the twelve months ended 30 June 2008 
(FY08), 30 June 2009 (FY09) and 30 June 2010 (FY10) are summarised below. 

Table 4: Provet historical consolidated income statement 
For the period ending 12 months to 12 months to 12 months to
$’000 30 Jun 2008 30 Jun 2009 30 Jun 2010
Revenue from continuing operations 250,486 270,274 278,809
Other income 1,934 2,661 3,407
Total revenue 252,420 272,935 282,216
Cost of goods sold (200,867) (221,588) (228,296)
Gross profit 51,553 51,347 53,920
Employee benefits expense (21,688) (20,565) (20,958)
Administration expense (9,577) (9,150) (8,619)
Freight and cartage (4,751) (5,041) (5,143)
Merchant fees (3,398) (3,749) (3,656)
Other expenses (2,623) (3,147) (3,425)
Total expenses (42,038) (41,652) (41,801)
EBITDA 9,515 9,695 12,119
Depreciation and amortisation (1,802) (1,868) (1,902)
EBIT 7,713 7,827 10,217
Interest income (expense) (1,760) (1,728) (1,097)
Impairment of intangibles - (84) -
Net profit before tax 5,953 6,015 9,120
Income tax (expense)/benefit (1,505) (1,489) (2,379)
Net profit after tax 4,448 4,526 6,741
Revenue growth 20.4% 7.9% 3.2%
EBITDA margin 3.8% 3.6% 4.3%
EBIT margin 3.1% 2.9% 3.7%
NPBT margin 2.4% 2.2% 3.3%
NPAT margin 1.8% 1.7% 2.4%
Source: Provet FY09 and FY10 annual report 
Note: FY09 accounts based on the FY09 comparatives in the FY10 annual report. FY08 accounts based on the FY08 comparatives 
in the FY09 annual report 

In relation to the consolidated income statements of Provet, we note the following: 

FY08 

• consolidated revenue for FY08 was $250.4 million, representing an increase of 20.4 percent 
or $42.5 million over FY07. Approximately half of the increase in revenue was attributable 
to the full years contribution from the acquisition of Provet WA and six months contribution 
from the acquisition of Provet NT 
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• the increase in revenue translated to an increase in bottom line earnings, with net profit 
before tax improving by 14.3 percent to $6.0 million. Higher interest costs from borrowings 
used to fund acquisitions meant that growth in net profit before tax was slightly behind 
revenue growth 

FY09 

• FY09 saw revenues increase by 7.9 percent or $19.8 million to $270.3 million driven by 
organic growth in market share in both the Australian and New Zealand markets as well as 
the export business.  

• EBITDA for FY09 was up slightly at 1.9 percent, impacted by one off costs including:  

− the write-off of $282,000 representing the costs associated with preparing the Company 
for an IPO in 2008 which could no longer be carried forward as a capitalised cost 

− an impairment loss of $83,576 against the goodwill being carried for the Practice 
Management Software system, Viva VPM, acquired by Provet in FY08. The software 
system was written down following significant development of the next generation of 
the Practice Management Software 

− a loss on sale of property at 21 Gibberd Road in Perth of $90,517 

FY010 

• FY10 represented the first year of financials that included the full year revenue and earnings 
contribution from all acquisitions that took place in FY08 and FY07 and the impact of 
integration costs that took place up until FY09 

• Provet achieved total consolidated revenue growth of just over 3 percent or $8.5 million 
during FY10. This was largely based on growth in the Australian market as sales in New 
Zealand were slightly down on FY09 following less favourable economic conditions than 
was noted in Australia  

• Growth in the Australian market was largely a result of increased market share in the 
Victorian, South Australian and Tasmanian regions which remain growth segments for 
Provet  

• EBITDA margin for FY10 improved to 4.3 percent, compared with 3.6 percent in FY09. 
This resulted in EBITDA improving by 25 percent or $2.4 million. The improvement over 
the previous years earnings was attributable to: 
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− prior years spending on infrastructure which provided efficiencies from improved 
economies of scale as sales volumes increase 

− integration of acquisitions that took place during FY07 and refining operations within 
these new markets 

− reduction in the cost of doing business (from improved staff rostering and monitoring of 
discretionary spend) and increased purchasing scale which resulted in higher gross 
margins 

• Net profit before tax was up 51.6 percent or $3.1 million in FY10. The improvement in net 
profit before tax exceeded the guidance of 30 percent growth in FY10 as announced in the 
Prospectus for the IPO. In addition, the results exceeded the updated guidance of 40 percent 
growth in FY10, released to the ASX on 30 March 2010 

• The net profit before tax came in at the lower end of the FY10 forecast range of $9.0 to $9.6 
million, per Provet’s revised guidance announced to the ASX on 24 June 2010. 
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7.7 Financial position 
Provet’s audited consolidated balance sheets as at 30 June 2008, 30 June 2009 and 30 June 2010 
are summarised below. 

Table 5: Provet historical consolidated balance sheet 
As at 30 Jun 2008 30 Jun 2009 30 Jun 2010
$’000     
Cash and cash equivalents 3,248 6,727 12,162
Trade and other receivables 29,269 33,494 36,138
Inventories 26,275 25,278 27,135
Other 714 897 699
Total current assets 59,507 66,396 76,134
Property, plant and equipment 14,289 12,797 13,773
Intangible assets and goodwill 19,710 19,470 19,519
Deferred tax assets 1,904 2,509 2,920
Other 333 116 98
Total non current assets 36,235 34,892 36,310
Total assets 95,742 101,288 112,444
Trade and other payables 31,047 35,652 33,188
Interest bearing loans 10,550 8,565 833
Income tax payable 82 - 1,091
Provisions 2,072 2,396 2,638
Other 218 329 391
Total current liabilities 43,969 46,943 38,141
Interest bearing loans 15,214 14,901 13,183
Provisions 305 362 452
Other 42 28 181
Total non current liabilities 15,561 15,291 13,816
Total liabilities 59,530 62,234 51,957
Net assets 36,213 39,054 60,487
Contributed equity 22,068 22,392 38,844
Reserves (1,065) (1,149) (461)
Retained profits 15,210 17,811 22,104
Total equity 36,213 39,054 60,487
Source: Provet FY08, FY09 and FY10 annual report 
Note: FY09 accounts based on the FY09 comparatives in the FY10 annual report. FY08 accounts based on the FY08 comparatives 
in the FY09 annual report 

In relation to the consolidated balance sheet of Provet, we note the following: 

• inventories primarily includes medicines, pet nutrition, instruments and equipment 

• other current assets include prepaid expenses and other assets ($0.55 million at 30 June 
2010) and investments in listed entities available for sale ($0.15 million at 30 June 2010). 
The investments in listed entities available for sale were acquired as part of the acquisition 
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of Westralian Holdings Limited during FY07. These investments were disposed of 
subsequent to the 30 June 2010 year end.  

• current assets increased by 15 percent in FY10, largely due to:  

− an increase in cash and cash equivalents following a $16.8 million equity raising from 
private placements and the IPO in March 2010  

− higher sales revenue resulted in increased inventory levels and accounts receivables  

• property plant and equipment comprises primarily of a property located in Cameron Park 
New South Wales which is occupied by a subsidiary entity of Provet, as well as motor 
vehicles and plant and equipment  

• intangible assets include $18.2 million in goodwill, $0.2 million in trademarked products, 
$0.5 million in software and $0.7 million in licences at 30 June 2010. The software balance 
comprises of both acquired software and capitalised internally generated software. The 
remaining intangible assets were recorded as part of the acquisition of businesses that now 
form part of Provet. The increase in intangible assets over the balance at 30 June 2009 was 
largely due to foreign exchange movements in the New Zealand goodwill balance 

• interest bearing loans comprise mainly of a $10.5 million held through two commercial bills 
at 30 June 2010 ($3.5 million and $7.0 million). Both commercial bill facilities are secured 
by a fixed and floating charge over the Company’s assets and are repayable in full in June 
2012. The remaining interest bearing loan balance is comprised of hire purchase loans, lease 
liabilities and chattel mortgages  

• net debt, represented by interest bearing loans less cash and cash equivalents was $1.9 
million at 30 June 2010 

• other long term assets include the initial consideration received or receivable from Provet’s 
customer loyalty program “Provet Plus.” A liability is recorded at the full value of 
outstanding Provet Plus points and is included in the trade and other payables balance 

• trade and other payables decreased from $35.7 million at 30 June 2009 to $33.2 million at 
30 June 2010 due to reduced trading terms from suppliers and timing of payments 

• other current and non-current liabilities include mainly revenue received in advance from 
prepaid training courses.  
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7.8 Summary of cash flow statements 
Cash flow statement 

Provet’s audited consolidated cash flow statements for FY08, FY09 and FY10 are summarised 
below. 

Table 6: Provet historical consolidated cash flow statement 
For the period ending 12 months to 12 months to 12 months to
$’000 30 Jun 2008 30 Jun 2009 30 Jun 2010
Receipts from customers 289,032 309,721 323,529
Payments to suppliers and employees (278,948) (294,296) (313,998)
Interest received 399 374 510
Borrowing costs (5,568) (5,832) (5,267)
Dividends received 9 14 1
Income tax paid (2,369) (1,756) (1,450)
Net cash flows from operating activities 2,556 8,226 3,325
Proceeds from sale of plant and equipment 2,763 2,933 282
Proceeds from sale of investments 20 - -
Payment for plant and equipment (1,448) (3,288) (2,507)
Purchase of intangibles - (251) (35)
Acquisition of subsidiary, net of cash acquired - - -
Purchase of business net of cash acquired (1,268) - -
Net cash flows used in investing activities 67 (606) (2,260)
Proceeds from borrowings 1,934 721 790
Repayment of borrowings (2,701) (2,459) (9,451)
Proceeds from issue of shares 1,931 - 16,777
Transaction costs from issue of shares (409) - (1,242)
Payment of finance lease liabilities (654) (762) (623)
Dividends paid (1,963) (1,661) (1,905)
Net cash flows from financing activities (1,862) (4,160) 4,346
Net increase/(decrease) in cash held 761 3,460 5,411
Cash and cash equivalents at beginning of 
period 2,594 3,248 6,727
Effects of exchange rate on cash balances (106) 19 24
Cash and cash equivalents at end of period 3,248 6,727 12,162
Source: Provet FY08, FY09 and F10 annual report 
Note: FY09 accounts based on the FY09 comparatives in the FY10 annual report. FY08 accounts based on the FY08 comparatives 
in the FY09 annual report 

In relation to the cash flow statements outlined above, we note: 

• Provet remains in a strong cash position as at 30 June 2010  

• during November 2009, Provet raised $15.2 million through the issue of shares under a pro-
rata non renounceable rights issue to existing Shareholders and a private placement of 
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shares to CWC and Lazard Group. In March 2010, Provet raised a further $1.58 million 
through an IPO. Proceeds from the private placement were used to repay variable interest 
rate debt. 

• net cash flows from operating activities increased in FY09 largely as a result of improved 
working capital. Net cash flows from operating activities decreased in FY10 as a result of an 
increase in working capital, due to increased inventory and trade debtors and reduced trade 
creditors as discussed in Section 7.7. 

7.9 Dividend policy 
Provet has a proven history of dividend payments extending back to 1984. The following chart 
sets out the dividends per share and earnings per share between FY06 to FY10. Provet’s current 
dividend policy is to distribute between 40 percent to 60 percent of reported net profit after tax 
as dividends. 

Figure 4 Dividends per share  
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Source: Provet and KPMG analysis 
Note: Dividends per share have been adjusted for the 4:1 share split that took place in December 2009 

7.10 Taxation 
Provet has $2.9 million in carried forward revenue tax losses at 30 June 2010 arising from its 
New Zealand operations. These tax losses are available indefinitely for offset against future 
taxable profits of the New Zealand operations. 

Provet has carried forward capital tax losses available at 30 June 2010 of $0.07 million. These 
tax losses have arisen from the loss on the sale of land and buildings.  
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7.11 Franking credits 
As at 30 June 2010, Provet had approximately $13.3 million in franking credits available to the 
Company which can be utilised in paying future dividends. 

7.12 Contingent liabilities 
Provet has advised that there are no material contingent liabilities outstanding.  

7.13 Share capital and ownership 
As at 23 August 2010, Provet had 43.5 million fully paid ordinary shares on issue. The top 10 
Shareholders are outlined below. Provet has advised that there has not been any material change 
in the share register between 23 August 2010 and 12 October 2010. 

Table 7: Provet top 10 shareholders as of 23 August 2010 
Rank Name Units % of Units
1 CWC Cofa Pty Ltd 3,899,562 9.0%
2 CWC Cofb Pty Ltd 3,899,562 9.0%
3 Kessels Road Superannuation Pty Ltd 1,690,016 3.9%
4 Poschnoy Pty Ltd 1,680,000 3.9%
5 Dr Noel Johnson 1,435,600 3.3%
6 CWC Investors Pty Ltd 866,572 2.0%
7 Reginald Pascoe 669,796 1.5%
8 Dr Garth McGilvray + Mrs Susan McGilvray 605,098 1.4%
9 Mr Ian Dawes + Mrs Sara Dawes 600,000 1.4%
10 Safed Pty Ltd 564,880 1.3%
Top 10 Shareholders 15,911,086 36.5%
Total remaining Shareholders 27,635,126 63.5%
Total Shareholders 43,546,212 100.0%
Source: Provet shareholders register at 23 August 2010 
Notes: Excludes shareholdings held by related entities 

In relation to the above table, we note: 

• Lazard Group (including CWC) is the largest Shareholder with 8,665,696 Provet shares 
(19.9 percent) held through CWC Cofa Pty Ltd, CWC Cofb Pty Ltd and CWC Investors Pty 
Ltd. Lazard Group (including CWC) acquired 2,108,065 Provet shares at $5.00 per Provet 
share (equivalent of 8,432,260 Provet shares at $1.25 per Provet share post share split) in 
October 2009 as part of a $15.2 million capital raising which also included a pro-rata non 
renounceable rights issue to existing Shareholders (also at $5.00 per Provet share or $1.25 
per Provet share post share split). A further 233,436 Provet shares were acquired at the IPO 
price of $1.35 per Provet share 

• the top 10 Shareholders collectively have 36.5 percent of Provet while the remaining 
Shareholders individually hold less than 1.2 percent of Provet 
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• Henry Schein does not currently have a shareholding in Provet 

• there is a limited level of institutional investment in Provet other than the investment by 
Lazard Group (including CWC). 

Provet does not have any share options on issue.  

7.14 Share price and volume history 
Liquidity analysis 

Set out in the table below is an analysis of the volume of Provet shares traded over various 
periods in the period ended 12 October 2010. 

Table 8: Volume of trading in Provet shares prior to 12 October 2010 

Period High Low VWAP

Cumulative 
volume of shares 

traded during 
period

Day weighted 
average shares 
during period 

Volume of 
shares traded as a 

% of shares out 
during period

1 week $1.650 $1.580 $1.608 69,500 43,546,212 0.2%
1 month $1.740 $1.540 $1.608 339,470 43,546,212 0.8%
3 months $1.740 $1.380 $1.486 1,271,990 43,546,212 2.9%
6 months $1.740 $1.210 $1.428 2,417,640 43,546,212 5.6%
From listing date $1.740 $1.210 $1.430 3,241,680 43,546,212 7.4%
Source: Capital IQ. Period data relative to 12October 2010 
From listing date represents the period from 15 March 2010 to 12 October 2010 

Trading in the ordinary shares of Provet has been limited, with 7.4 percent of the Company’s 
shares changing hands since listing on the ASX on 15 March 2010.   

The average daily volume of shares traded the week ending 12 October 2010 and for the 3 
months ending 12 October 2010 were less than 0.1 percent of total Provet shares outstanding. 
As such, we consider that there is a very low level of trading activity.  

Based on this analysis it is reasonable to conclude that Provet’s shares are relatively illiquid. 

Share price performance 

Provet’s daily closing share price and volume of shares traded for the period 15 March 2010 to 
12 October 2010 is set out below. 
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Figure 5: Provet recent share price performance 
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Source: Capital IQ, Provet ASX announcements 

Announcements made since 10 March 2010 that may have had an impact on the market price 
and trading volumes of Provet shares include: 

10-Mar-10 Provet admitted to the official list of ASX Limited with official quotation of 
securities commencing on 15 March 2010.  

Provet announces profit guidance for the year ended 30 June 2010 with expectations 
of an improvement in net profit before tax (NPBT) of 30 percent compared to the 
same period last financial year. 

30-Mar-10 Provet revises profit guidance for the year ended 30 June 2010, increasing expected 
growth in NPBT to 40 percent over the year ended 30 June 2009. The improved 
profit growth was attributed to solid organic growth, improved profitability in value 
add business units, reduced interest expense on debt funding and reductions in the 
cost of doing business. 

24-Jun-10 Provet announces updated profit guidance with NPBT expected in the range of $9.0 
million to $9.6 million for the 2010 financial year, representing an increase of 50 
percent to 60 percent over the same period last year. 

The improved result has been attributed to improved local trading conditions at the 
New Zealand operations during the second half of the year as well as continual 
improvements to operating efficiencies from infrastructure investments made at the 
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warehouses over the previous few years. 

27-Aug-10 Provet reports earnings results for the year ended 30 June 2010. Revenue for the 
period was up 3 percent to $282.7 million and net profit after tax (NPAT) was up 49 
percent to $6.7 million.  

Provet declared a final dividend for 2010 of 6 cents per share, bring total dividends 
for the year to 8 cents per share. 

14-Sep-10 Provet releases its investor presentation highlighting that earnings growth is set to 
continue with anticipated stronger sales in both Australia and New Zealand, further 
utilisation of economies of scale, ongoing improvements in operating efficiencies 
and reduced costs of doing business. 

The investor presentation also highlighted that the current warehouse capacities 
provided room for growth and the strong balance sheet meant that Provet was well 
positioned to take advantage of acquisition opportunities. 

Following the release of the earnings results announcement on 27 August 2010, the share price 
initially trended upwards. Then the share price increased significantly between 17 September 
2010 and 23 September 2010 following the release of the investor presentation on 14 September 
2010. Management has attributed the recent increase to a number of factors including the 
positive earnings results and the outlook provided in the investor presentation which highlighted 
room for growth in future earnings from increasing economies of scale, anticipated stronger 
sales in both Australia and New Zealand and ongoing reductions in the cost of doing business.  

The share price reached a high of $1.74 in the period between 17 September 2010 and 23 
September 2010.  During this period there was approximately 60,000 shares transacted 
(representing a transaction value of approximately $0.1 million). Given the low volume of 
shares transacted over this period, Management believe that the volatility in the price is likely to 
be attributable to limited supply to meet the demand, which is further reflective of the illiquidity 
of the shares.  

Since 23 September 2010, the share price has generally trended down, closing at $1.58 on 12 
October 2010. 

Relative share price performance 

The figure below illustrates the performance of Provet shares between 15 March 2010 and 12 
October 2010, relative to: 

• the ASX All Ordinaries Index (ASX All Ordinaries) 

• the ASX Small Ordinaries Index (ASX Small Ordinaries). 
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Figure 6: Provet relative share price performance  
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Source: Capital IQ 

Provet’s share price has moved broadly in line with both the ASX All Ordinaries index and the 
ASX Small Ordinaries index between March 2010 and June 2010. Post June 2010, Provet has 
outperformed both of the above indices on the back of improved earnings guidance 
announcements.  
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8 Valuation of Provet 

8.1 General 
An important aspect when considering whether the Proposal is in the best interests of 
Shareholders is to compare the underlying value per Provet share to the value of the 
consideration being offered to Shareholders under the Proposal.  

This section sets out our assessment of the underlying value of Provet shares inclusive of a 
premium for control. When assessing the value of 100 percent of Provet, we have considered 
those synergies and benefits which would generally be available to a broad pool of hypothetical 
purchasers. We have not included the value of synergies and benefits that may be unique to 
Henry Schein. Accordingly, our valuation of a share in Provet has been determined regardless of 
the acquirer.  

Our assessed value range for Provet, which includes a premium for control, exceeds the price at 
which, based on current market conditions, we would expect Provet shares to trade on the ASX, 
in absence of the Proposal or of any superior offer. 

8.2 Valuation methodology 
In selecting an appropriate valuation methodology KPMG has considered the methodologies 
outlined in RG 111 as well as generally accepted valuation methodologies, comprising: 

• capitalisation of earnings 

• discounted cash flow 

• net assets or cost based 

• analysis of company’s security trading history.  

Each methodology is appropriate in certain circumstances. The decision as to which 
methodology to apply generally depends on the nature of the business being valued and the 
availability of appropriate information. Each methodology is discussed further in Appendix 3.  

Having reviewed the methodologies set out above, we consider the most appropriate 
methodology to be adopted in assessing the value of a share in Provet is the capitalisation of 
earnings methodology. This methodology is preferred as the value of Provet lies in the ongoing 
operations of the Company and not the underlying assets.  

Our overall valuation approach has been to derive the estimated enterprise value of Provet 
through applying a historical earnings multiple to the underlying earnings of the Company after 
adjusting for any abnormal, non-recurring or non-arms length items not expected to continue 
with the business going forward. The value of net debt together with the value of any surplus 
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liabilities are then deducted and the value of any surplus assets added in order to determine the 
equity value of Provet’s shares. Our analysis of the estimated equity value has been prepared 
taking into account the dividend of 6 cents per share paid on 15 October 2010 (i.e. ex-dividend). 
We have deducted the dividend in deriving the equity value as the payment of the dividend has 
not been reflected in the net debt at 30 June 2010. 

In addition to using the capitalisation of earnings methodology, KPMG has also completed a 
cross-check by:  

• analysing the recent trading history of ordinary shares in Provet and the implicit premium 
being paid 

• comparing the earnings multiples implied by KPMG’s valuation of a share in Provet with 
the earnings multiples determined in various broker reports.  

8.3 Summary of assessed values 
We have assessed the underlying value of 100 percent of the equity in Provet to lie in the range 
of $91.9 million to $98.0 million, which equates to an underlying value per Provet share of 
between $2.05 to $2.19 ex-dividend. As mentioned above, our assessed value represents the 
underlying value of 100 percent of Provet including a premium for control. Our assessment is 
detailed in the remainder of this section and summarised in the table below. 

Table 9: Summary of assessed values 
 Assessed value 
$'000 Reference Low value High value
Normalised EBITDA 8.4 12,100 12,100
EBITDA multiple 8.5 7.75 8.25
Provet enterprise value (control basis) 93,775 99,825
Less: net debt 7.7 (1,854) (1,854)
Provet equity value (control basis) 91,921 97,971
Number of shares on issue (‘000) 7.13 43,546 43,546
Value per Provet share ($) cum-dividend 2.11 2.25
Less: final dividend 8.2 (0.06) (0.06)
Value per Provet share ($) ex-dividend 2.05 2.19
Source: KPMG analysis 

8.4 Normalised earnings 
We have selected EBITDA as the earnings base for our primary valuation methodology after 
considering a number of factors specific to the operations of businesses within the veterinary 
distribution industry, including:  

• participants have different levels of investment in infrastructure and plant and equipment 
and as such will have different depreciation charges, depending on the age and quality of 
assets. Therefore, depreciation should be excluded to maintain comparability 
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• industry participants generally have varying levels of gearing depending principally on 
working capital requirements and growth profile. Therefore the interest expense incurred as 
a result of the decision of each participant regarding levels of gearing should be excluded to 
maintain comparability 

• some participants have significant intangible asset balances and as the amortisation charges 
applied vary across the industry, they should be excluded to maintain comparability.  

It is common to have regard to a maintainable level of earnings in applying the capitalisation of 
earnings methodology, which is considered to be the level of earnings below which, in the 
absence of unforeseen and exceptional circumstances, the income stream is unlikely to fall. The 
level of maintainable earnings is influenced by a number of factors, including the trend and 
consistency of historical performance, the stage of development of the business and the extent to 
which one-off or non-recurring transactions are reflected in the financial statements.  

As such, in determining an appropriate level of maintainable earnings for Provet, we have had 
primary regard to: 

• the historical financial performance for the three years ended 30 June 2008, 30 June 2009 
and 30 June 2010 and any normalisation adjustments 

• Provet’s budgeted results for the year ending 30 June 2011 

• Provet’s historical acquisitions, the integration costs related to those acquisitions and the 
associated earnings uplift resulting from the acquisitions 

• Provet’s historical investment in purpose built warehouses and the future capacity for 
growth that the infrastructure provides  

• the outcome of discussions with management in relation to the Company’s medium term 
strategy for the future operation of each business unit in the absence of the Proposal  

• the outlook for the industries in which the business units operate, along with the outlook for 
the domestic and global economies as a whole. 

The reported EBITDA for FY08 to FY10 are summarised below, along with any adjustments 
for non-recurring items. 
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Table 10: Normalised EBITDA analysis 
For the period ending 12 months to 12 months to 12 months to
$'000 30-Jun-08 30-Jun-09 30-Jun-10
Reported EBITDA 9,515 9,695 12,119
Add - impairment loss VivaVPM - 84 -
Add - loss on sale of Perth land and buildings - 91 -
Add - write-off of IPO capitalised costs 90 282 -
Less - foreign exchange gain (234) (39) (9)
Less - gain on sale of investments (14) - -
Normalised EBITDA 9,356 10,113 12,110
Source: Annual reports, Provet, KPMG analysis 

In relation to the above it is noted that: 

• Provet recorded a non-cash impairment write-down of $83,576 in FY09 related to the 
acquisition of the Vetcare practice management software.  This write-down was as a result 
of significant developments to a next generation product, Viva VPM, which was released to 
the market by Provet in October 2009. The write-down is considered to be a one-off, non 
recurring transaction 

• in April 2009, Provet sold a property at 21 Gibberd Road in Perth, recording a loss on sale 
of $90,517 

• during FY08 and FY09, Provet wrote off $90,000 and $282,000 respectively in relation to 
costs associated with preparing for an IPO in 2008 which could no longer be carried forward 
as a capitalised item. The costs incurred in 2010 in relation to the IPO in that year were 
capitalised 

• foreign exchange gains relate to foreign exchange movements on a $NZ loan. The balance 
of the loan has been paid off at the time of this report and is therefore the foreign exchange 
gains are not expected to continue going forward 

• during FY08, Provet disposed of non-core investments in listed entities recording a net gain 
on sale of $14,221. This gain is considered to be a one-off, non recurring transaction. 

Having regard to the above we are of the opinion that FY10 normalised EBITDA provides a 
reasonable estimate of the maintainable EBITDA of Provet. As such we have assessed the 
normalised EBITDA for Provet to be in the order of $12.1 million.  

8.5 Capitalisation multiples 
We have selected an earnings multiple in the range of 7.75 times to 8.25 times EBITDA on a 
controlling basis. In determining an appropriate range of forecast capitalisation multiples for 
Provet we have had primary regard to the following principal indicators: 
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• the level of maintainable earnings being capitalised in the context of recent historical and 
short-term prospective earnings 

• recent historical and forecast EBITDA trading multiples of comparable ASX and foreign 
listed companies 

• acquisition multiples implied by recent transaction evidence which include a premium for 
control, which are discussed separately below.  

In addition, we have also had regard to the following factors:  

• the risk factors faced by Provet in achieving prospective earnings in the absence of the 
Proposal 

• the prospects for continued future growth in earnings 

• the specific characteristics, challenges and circumstances of Provet as set out in Sections 7.4 
and 7.5. 

8.5.1 Share trading multiples 
The share market valuation of comparable listed companies provides evidence of an appropriate 
earnings multiple for Provet. The share price of a listed company represents the market value of 
a minority interest in that company. In analysing companies comparable to Provet, our search 
was segmented into the following areas: 

• veterinary distribution 

• medical distribution with veterinary business segment  

• medical distribution  

• Australian distribution. 

These companies, together with their earnings multiples, are summarised in the following table.
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Table 11: Comparable company trading multiples 

Company Country 

Last 
reported 
financials 

Market 
cap 
($AUDm) 

Enterprise 
value 
($AUDm) 

Historical 
EBITDA 
multiple 

Forecast 
EBITDA 
multiple 

Veterinary distribution 
Animalcare Group plc UK 30-Jun-10 37.3 42.4 6.6 7.5
Animal Health International US 30-Jun-10 76.0 226.1 9.3 8.5
MWI Veterinary Supply US 30-Sep-09 707.5 730.4 10.9 10.9
Veterinary distribution - Mean 9.0 9.0
Veterinary distribution - Median 9.3 8.5
Medical distribution with veterinary business segment 
Henry Schein  US 26-Dec-09 5,467.1 6,106.0 8.9 8.6
Patterson Companies  US 24-Apr-10 3,551.5 3,808.2 8.4 8.8
Medical distribution with veterinary business segment - Mean 8.7 8.7
Medical distribution with veterinary business segment - Median 8.7 8.7
Medical distribution             
AmerisourceBergen Corporation US 30-Sep-09 9,040.5 9,098.9 6.7 7.4
Australian Pharmaceutical Industries  AU 31-Aug-09 268.5 235.9 4.0 3.2
Cardinal Health  US 30-Jun-10 11,669.2 10,902.4 5.7 6.2
McKesson Corporation  US 31-Mar-10 16,457.0 15,291.5 5.3 5.9
Owens & Minor  US 31-Dec-09 1,802.1 1,861.5 6.6 7.2
PSS World Medical  US 2-Apr-10 1,242.0 1,401.9 7.6 8.9
Sigma Pharmaceuticals  AU 31-Jan-10 559.8 842.6 5.6 4.9
Medical distribution - Mean 5.9 6.3
Medical distribution - Median 5.7 6.2
Australian distribution             
Alesco Corporation  AU 31-May-10 238.0 366.8 7.1 5.8
Breville Group  AU 30-Jun-10 336.7 327.6 7.3 6.2
Coventry Group  AU 30-Jun-10 97.3 95.1 8.4 5.2
Crane Group  AU 30-Jun-10 623.8 779.1 8.5 6.8
GUD Holdings  AU 30-Jun-10 677.0 693.4 8.9 7.3
Metcash  AU 30-Apr-10 3,389.2 3,995.3 9.0 8.0
Salmat  AU 30-Jun-10 623.6 759.7 6.6 6.4
Australian distribution - Mean 7.9 6.5
Australian distribution - Median 8.4 6.4
Australian vets     
Greencross Limited AU 30-Jun-10 18.6 33.1 4.9 n/a
Australian vets - Mean 4.9 n/a
Australian vets - Median 4.9 n/a
All companies - Mean 7.3 7.0
All companies - Median 7.2 7.2
Provet Limited AU 30-Jun-10 68.8 70.5 5.8 5.4
Source: Capital IQ. downloaded on 13 October 2010, company announcements 
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A brief description of the above companies is provided in Appendix 6. 

General comments regarding these comparable companies and the related EBITDA multiples 
include: 

• the multiples reflect market capitalisation as at 13 October 2010 and publicly available 
information regarding forecast earnings for each company (where available)  

• the historical multiples relate to the last twelve months of reported financials as at 13 
October 2010. The forecast multiples relate to the Capital IQ consensus forecast as at 13 
October 2010 for the twelve months to the company’s reporting date in 2011  

• the multiples reflect trading of portfolio interests in the companies, and therefore exclude 
any premium for control  

• the lower multiples in the medical distribution industry compared with the veterinary 
distribution industry correspond with lower EBITDA margins in the medical distribution 
industry  

• other than Provet, there are currently no listed entities within Australia that operate in the 
veterinary distribution industry and therefore there is no direct comparison in terms of an 
earnings multiple for Provet 

• companies operating in the Australian distribution industry have also been included on the 
basis that these companies are likely to face similar economic and geographical issues to 
Provet. Entities in the Australian distribution industry have traded at an average FY10 
EBITDA multiple of 7.9 times.   

In reaching our conclusion on the appropriate earnings multiple range to apply to Provet we 
have also considered the following factors:  

• on average, companies in the veterinary distribution industry have traded at higher multiples 
than companies in the medical distribution industry. Those companies that service both the 
medical and veterinary distribution industries have traded at multiples that on average, fall 
between these two ranges. Provet operates in the veterinary distribution industry and is 
therefore expected to attract a higher multiple 

• Provet has a diversified service offering comprised of its core veterinary distribution 
business and its value add IT, training and consulting businesses. While Provet derives over 
98 percent of its revenue from veterinary distribution, the value add businesses assist in 
generating and maintaining revenues for the veterinary distribution business. The diversified 
offering, when compared to less diversified comparables such as Animalcare Group, Animal 
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Health International and Patterson Companies, is expected to result in a higher earnings 
multiple 

• in the past few years, Provet has invested in warehouse facilities that have the capacity to 
meet its long term growth expectations. As such, the investment in the larger facilities and 
new plant and equipment mean that Provet is well placed to take on further growth. In our 
view, this would warrant a higher earnings multiple 

• many of the above companies are considerably larger than Provet. In general, larger 
companies have higher earnings multiples than smaller companies. Given Provet’s size, we 
would expect that Provet would trade at a discount to its larger peers 

• Provet has a relatively mature market share in the Queensland, New South Wales and 
Western Australian markets. As a result, growth in these markets is likely to be limited to 
organic growth in line with the industry growth rate rather than through increased market 
share. This lower growth rate would attract a discount in the multiple adopted 

• as Provet has a mature market share, future growth would therefore need to come from 
entrance into new geographical regions offshore, through entrance into new markets such as 
the broader animal health sector or through vertical integration along the supply chain. 
There are inherent uncertainties attached with entering new markets or geographic regions 
which would increase the risk profile of Provet 

• Provet operates predominately in the Australian market which is considerably smaller in 
size than the US and UK markets that a number of the comparable companies operate in. 
The limited size of the Australian market would provide a constraint to growth which would 
warrant a reduced earnings multiple 

• Provet’s earnings margins have generally been lower than the comparable veterinary 
companies. This may be in part due to the historical investment in infrastructure as well as 
the smaller size of Provet which has limited the bulk purchasing capacity of the Company. 
In general, the lower earnings margins result in greater variability of earnings which would 
increase the risk profile of the Company 

A more detailed analysis of the comparable companies is provided in Appendix 5. 

8.5.2 Transaction multiples 
The price achieved in mergers or acquisitions of comparable companies provides evidence of an 
appropriate earnings multiple for Provet. The acquisition price of a company represents the 
market value of a controlling interest in that company. The difference between the market value 
of a controlling interest and a minority interest is referred to as the premium for control.  
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We have compiled merger and acquisition multiples for recent transactions involving public 
companies that operate in a similar industry to Provet. Based on this analysis we do not believe 
there are any directly comparable transactions. Accordingly we have not placed any reliance on 
transaction multiples. We have provided an analysis of these companies, together with the 
earnings multiples implicit in each transaction, in Appendix 7. 

8.6 Premium for control 
It is generally acknowledged that in order to acquire a controlling interest in a listed company, 
the acquirer must pay a premium cover over and above the price at which the shares in the target 
are trading on the ASX prior to the announcement of the takeover bid. The premium reflects the 
benefits the acquirer achieves through holding a controlling interest in contrast to a portfolio 
shareholding. 

The benefits of acquiring all the shares in a target company may typically include: 

• full and unfettered access to the cash flows of the business 

• control over dividend decisions 

• control over voting at shareholder meetings, and, in particular decisions requiring special 
resolutions, and composition of the board of directors 

• absolute control over the future direction of the company without having to deal with 
minority shareholder issues 

• ability to group tax losses and enter into tax consolidated groups. 

Premia are paid for reasons that vary from case to case. In some situations, the premium paid 
may be greater than others due to synergies or other benefits the acquirer expects to realise. 

In order to assess a reasonable range for implied acquisition premia in Australia, we have 
analysed transaction data over the 10 year period 19 September 2000 to 20 September 2010. A 
data set of 539 takeovers was sourced from Connect 4, constituting successful bids, where data 
on implied market values and two, five and twenty-day premia were available. The value of 
takeovers (friendly and hostile) ranged from approximately $nil million to $25.0 billion over 
this period, with an average of approximately $761 million, after excluding those transactions 
considered to be outliers based on the size of their premium relative to others in the data set and 
those with negative premia. 

Including all 539 transactions, our analysis indicated that twenty-day acquisition premia ranged 
from those with negative premia to 2,800 percent, with an average and median of approximately 
41.7 percent and 26.2 percent respectively. 
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Excluding those transactions considered to be outliers, the average and median premia are 
approximately 37 percent and 30 percent respectively. We also note that approximately 33 
percent of those takeovers reviewed, excluding outliers, had premia greater than 40 percent. 

It is apparent from our review of these transactions that there is a wide dispersion of observed 
acquisition premia. This is not unexpected given that acquisition premia can be affected by a 
wide range of factors, including: 

• market speculation prior to the official announcement of a takeover 

• the level of pre-existing ownership by the offeror 

• the level of operating synergies and/or special benefits that may exist to an offeror 

• the impact of contested/hostile takeovers 

• the liquidity of the stock prior to the offer 

• the level of gearing employed by the target company. 

The differential between our range of assessed values after adjusting for a control premium and 
the trading price for a Provet share on ASX may also reflect, amongst other factors, KPMG’s 
access to Provet’s management and additional information not normally available to the market 
in relation to the Company’s operations, forecasts, strategies and plans for the future. 

We consider there to be potential operational synergies likely to be available to a hypothetical 
purchaser in terms of group purchasing power, reduction in duplicated staff costs, and 
rationalisation of board and public company costs. We believe that these synergies, in particular 
the reduction of duplicated staff costs and rationalisation of board and public company costs, are 
likely to be inherent in most of the takeover transactions listed above. Accordingly any control 
premium applicable to Provet is likely to fall within the range of the above takeover 
transactions. 

8.7 Surplus assets and liabilities 
Surplus assets represent those assets or investments that are not required in order for Provet to 
continue to realise its principal source of earnings. To determine the equity value, surplus assets 
must be added back to the enterprise value, whilst surplus liabilities are deducted. 

Based on our discussions with Provet, the Company has surplus assets in the form of 
investments in listed entities which had a value of $0.15 million at 30 June 2010. We have not 
included the value of these investments in our analysis as it is not considered material to our 
opinion. Management of Provet have advised that these assets were sold subsequent to year end 
and at prices equivalent to the previously stated value. 
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8.8 Valuation cross-check – Implied forecast EBITDA multiple 
We have prepared a cross-check of our value based on the broker forecast EBITDA for Provet 
as disclosed in broker reports. 

Provet has a limited level of following in the broking community, with only two broking houses 
releasing briefing papers since Provet’s listing on the ASX. A summary of the brokers reports 
published in respect of Provet is set out below. 

Table 12: Broker forecast EBITDA 
Broker Date of report Share price (day 

prior to report) 
$ 

Price target $ Stock 
recommendation 

FY11 forecast 
EBITDA ($’000)

Broker 1 30-Aug-10 1.45 2.02 Buy 13,100
Broker 1 29-Jun-10 1.21 2.15 Buy 13,500
Broker 2 14-May-10 1.37 1.91 Na 15,100
Consensus         14,100
Source: KPMG analysis, Broker forecasts 
Note: Consensus forecast taken as the average of Broker 1 and Broker 2’s latest report  

In considering the above table we note that, on 28 August 2010 Provet announced its FY10 
results which reported an EBITDA of $12.1 million. The reported EBITDA was below the 
forecast EBITDA for FY10 projected by Broker 1 of $12.4 million in its report dated 29 June 
2010. As a result, Broker 1 revised its FY11 forecast from $13.5 million in its report dated 29 
June 2010 to $13.1 million in its report dated 30 August 2010.  

Broker 2 has adopted a higher EBITDA forecast of $15.1 million for FY11. Broker 2’s 
EBITDA forecast for FY10 at $13.8 million was also higher than both the Broker 1 forecast and 
the FY10 actual results.  

As Broker 2 has not prepared a broker report since the release of the FY10 actual results, we 
have based our FY11 implied forecast multiple based on the forecasts prepared by Broker 1 in 
its report dated 30 August 2010.   

We have calculated the forecast EBITDA multiple implied by our assessment of total enterprise 
value as detailed in the table below. 
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Table 13: Implied forecast EBITDA multiple 
 EBITDA multiples  
$'000 Reference Low value High value
Provet enterprise value (control basis) 8.3 93,775 99,825
Forecast EBITDA  13,100 13,100
Implied forecast EBITDA multiple  7.2 7.6
  
Comparable companies EBITDA multiple – Mean 8.5.1 7.0 7.0
Comparable companies EBITDA multiple – Median 8.5.1 7.2 7.2
Comparable companies EBITDA multiple – Low 8.5.1 3.2 3.2
Comparable companies EBITDA multiple – High 8.5.1 10.9 10.9
Source: KPMG analysis, Broker forecasts, Provet 

The forecast EBITDA multiple range of 7.2 times to 7.6 times implied by our assessed 
enterprise value is within the comparable company range, albeit sightly above the average 
forecast trading multiple of 7.0 times as outlined in Section 8.5.1.   

We do not consider this to be unreasonable given the following considerations: 

• our implied forecast EBITDA multiple represents a multiple on a control basis while the 
average forecast trading multiples of comparable companies represents a minority 
shareholding  

• adjusting for the premium for control, the implied minority EBITDA multiple adopted for 
Provet would trade at slightly below the average of the forecast trading multiples 

• the decline in EBITDA multiple between the historical and forecast EBITDA multiple is in 
line with the growth prospects included in Provet’s forecast earnings 

• the Company specific factors we have considered in determining an appropriate historical 
EBITDA multiple for Provet. 

8.9 Valuation cross-check – Recent share market trading 
We have also performed a cross check of our assessed value per share of $2.05 to $2.19 against 
the VWAP of Provet shares over various time frames as outlined in the chart below. 
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Figure 7: Range of assessed fair market values relative to recent VWAPs 
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Source: Capital IQ. Period data relative to 12 October 2010 and KPMG Analysis 
Notes: VWAP has not been adjusted for the shares going ex-dividend on 13 September 2010 

Our assessed underlying value of Provet per share is higher than the VWAP of Provet mainly 
due to the fact that our assessed value reflects a controlling interest which incorporates a 
premium for 100 percent control.  

Further, as discussed in Section 7.14, there has been a low volume of trade in Provet’s shares 
since IPO. The limited liquidity is an indication that the traded price of Provet shares may not be 
a true reflection of the underlying value of Provet shares.     

8.10 Valuation cross-check – Implied Price/Earnings multiple 

We set out below the historical Price/Earnings (P/E) multiples implied by our assessed valuation 
range of 100 percent of Provet, in comparison to comparable trading P/E multiples. 

Table 14: Implied historical P/E multiple 
 P/E multiples  
$'000 Reference Low value High value
Provet equity value (control basis) ex-dividend 89,308 95,358
Historical NPAT 7.6 6,741 6,741
Implied historical P/E multiple (control basis) ex-dividend 13.2 14.1
  
Comparable companies P/E multiple – Mean 13.6 13.6
Comparable companies P/E multiple – Median 14.0 14.0
Comparable companies P/E multiple – Low 5.7 5.7
Comparable companies P/E multiple – High 19.8 19.8
Source: KPMG analysis, Capital IQ,  Provet 

$ 
pe

r s
ha

re
 



 

 51 

Provet Holdings Limited
Independent Expert Report and Financial Services 

Guide
15 October 2010

ABCD 

The implied range of P/E multiples for Provet of 13.2 times to 14.1 times, which include a 
premium for control, does not appear unreasonable having regard, inter alia to the following: 

• our implied P/E multiples represent a multiple on a control basis while the trading multiples 
of comparable companies represent a minority shareholding  

• the range of multiples for the comparable companies range from a low of 5.7 times to a high 
of 19.8 times. Our implied P/E multiple for Provet, after adjusting for a control premium, 
falls within this range 

• the Company specific factors we have considered in determining an appropriate historical 
EBITDA multiple for Provet. 

Details of the comparable company P/E multiples are included in Appendix 8. 

8.11 Cross-check conclusion 
Having regard to the various cross checks performed and set out above, on balance, we do not 
consider our assessed value per Provet share of $2.05 to $2.19 to be unreasonable.  
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Appendix 1 – KPMG Disclosures 

Qualifications 

The individuals responsible for preparing this report on behalf of KPMG are Bill Allen and Ian 
Jedlin. 

Bill is a Partner of the KPMG Partnership and an Executive Director of KPMG. Bill is an 
Associate of the Institute of Chartered Accountants in Australia and holds a Bachelor of 
Commerce and a Graduate Diploma in Applied Finance. Bill has in excess of 17 years 
experience in the provision of corporate finance advice, including more than 13 years in specific 
advice on valuations, mergers and acquisitions, as well as the preparation of expert reports.  

Ian is a Partner of the KPMG Partnership and an Executive Director of KPMG. Ian is an 
Associate of the Institute of Chartered Accountants in Australia, a Fellow of the Financial 
Services Institute of Australasia and holds a Master of Commerce from the University of New 
South Wales. Ian has had in excess of 20 years experience in the provision of corporate finance 
advice, including specific advice on valuations, mergers and acquisitions, as well as the 
preparation of expert reports.  

Disclaimers 

It is not intended that this report should be used or relied upon for any purpose other than 
KPMG’s opinion as to whether the Proposal is in the best interests of Shareholders. KPMG 
expressly disclaims any liability to any Provet shareholder who relies or purports to rely on the 
report for any other purpose and to any other party who relies or purports to rely on the report 
for any purpose whatsoever. 

KPMG entities have provided a range of advisory services to the Company for which 
professional fees are received.  Over the past two years professional fees of $12,400 have been 
received from the Company. None of those services have related to the Proposal or alternatives 
to the Proposal. 

Other than this report and the advisory services above, neither KPMG nor the KPMG 
Partnership has been involved in the preparation of the Scheme Booklet or any other document 
prepared in respect of the Proposal. Accordingly, we take no responsibility for the content of the 
Scheme Booklet as a whole or other documents prepared in respect of the Proposal.  

Independence 

In addition to the disclosures in our Financial Services Guide, it is relevant to a consideration of 
our independence that, during the course of this engagement, KPMG provided draft copies of 
this report to management of Provet for comment as to factual accuracy, as opposed to opinions 
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which are the responsibility of KPMG alone. Changes made to this report as a result of those 
reviews have not altered the opinions of KPMG as stated in this report. 

Consent 

KPMG consents to the inclusion of this report in the form and context in which it is included 
with the Scheme Booklet to be issued to Shareholders. Neither the whole nor the any part of this 
report nor any reference thereto may be included in any other document without the prior 
written consent of KPMG as to the form and context in which it appears. 

Indemnity 

Provet has agreed to indemnify and hold harmless KPMG, the KPMG Partnership and/or 
KPMG entities related to the KPMG Partnership against any and all losses, claims, costs, 
expenses, actions, demands, damages, liabilities or any other proceedings, whatsoever incurred 
by KPMG, the KPMG Partnership and/or KPMG entities related to the KPMG Partnership in 
respect of any claim by a third party arising from or connected to any breach by Provet of its 
obligations.  

Provet has also agreed that KPMG, the KPMG Partnership and/or KPMG entities related to the 
KPMG Partnership shall not be liable for any losses, claims, expenses, actions, demands, 
damages, liabilities or any other proceedings arising out of reliance on any information provided 
by Provet or any of its representatives, which is false, misleading or incomplete. Provet has 
agreed to indemnify and hold harmless KPMG, the KPMG Partnership and/or KPMG entities 
related to the KPMG Partnership from any such liabilities we may have to Provet or any third 
party as a result of reliance by KPMG, the KPMG Partnership and/or KPMG entities related to 
the KPMG Partnership on any information provided by you or any of your representatives, 
which is false, misleading or incomplete. 

Professional standards 

Our report has been prepared in accordance with professional standard APES 225 "Valuation 
Services" issued by the Accounting Professional & Ethical Standards Board (APESB). KPMG 
and the individuals responsible for preparing this report have acted independently. KPMG was 
remunerated via a fixed fee amount, with no part of the fee contingent on the conclusions 
reached, or the content or future use of this report. Except for these fees, KPMG has not 
received and will not receive any pecuniary or other benefit whether direct or indirect for or in 
connection with the preparation of this report. 
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Appendix 2 – Sources of information 
In preparing this report we have been provided with and considered the following sources of 
information: 

Publicly available information: 

• Provet Prospectus dated 21 January 2010 

• Provet annual report for the years ended 30 June 2008, 30 June 2009 and 30 June 2010 

• Provet company website 

• Scheme Booklet dated on or about 8 November 2010 

• various ASX company announcements 

• various broker and analyst reports 

• various press and media articles 

• various reports published by IBISWorld Pty Ltd and the Australian Companion Animal 
Council 

• financial information from Capital IQ, Thompson Financial Securities, Zephyr and Connect 4 

Non-public information 

• Provet Corporate Plan 2010 

• Provet shareholders register as at 23 August 2010 

• Provet summary of normalisation adjustments for FY08 to FY10 

• various information provided in Provet’s dataroom prepared for the Proposal 

In addition, we have had discussions with. 

• Chris Lowndes – Chief Financial Officer and Company Secretary of Provet 

• Nigel Nichols – Chief Executive Officer of Provet 

• Board of Directors of Provet 
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Appendix 3 – Overview of valuation methodologies 
 
Capitalisation of Earnings 

An earnings based approach estimates a sustainable level of future earnings for a business 
(maintainable earnings) and applies an appropriate multiple to those earnings, capitalising them 
into a value for the business. The earnings bases to which a multiple is commonly applied 
include Earnings Before Interest, Taxation, Depreciation and Amortisation (EBITDA), Earnings 
Before Interest and Taxation (EBIT) and Net Profit After Taxation (NPAT). 

In considering the maintainable earnings of the business being valued, factors to be taken into 
account include whether the historical performance of the business reflects the expected level of 
future operating performance, particularly in cases of continued development or when 
significant changes occur in the operating environment and when the underlying business is 
cyclical. 

With regard to the multiples applied in an earnings based valuation, they are generally based on 
data from listed companies and recent transactions in a comparable sector, with appropriate 
adjustment after consideration has been given to the specific characteristics of the business 
being valued. 

The multiples derived for comparable quoted companies are generally based on share prices 
reflective of the trades of small parcels of shares. As such, they generally reflect multiples 
reflective of the prices at which portfolio interests change hands. That is there is no premium for 
control incorporated within such pricing. They may also be impacted by the level of liquidity in 
trading of the particular stock.  Accordingly, when valuing a business en bloc (i.e. 100 percent) 
it is appropriate to also reference the multiples achieved in recent transactions, where a control 
premium and breadth of purchaser interest are more fully reflected.   

Net assets or cost based methodology 

Under a net assets or cost based approach, total value is based on the sum of the net asset value 
or the costs incurred in developing a business to date, plus, if appropriate, a premium to reflect 
the value of intangible assets not recorded on the balance sheet. 

Net asset value is determined by marking every asset and liability on (and off) the company’s 
balance sheet to current market values. 

A premium is added, if appropriate, to the marked-to-market net asset value, reflecting the 
profitability, market position and the overall attractiveness of the business. The net asset value, 
including any premium, can be matched to the “book” net asset value, to give a P/BV, which 
can then be compared to that of similar transactions or quoted companies. 

A net asset or cost based methodology is most appropriate for businesses where the value lies in 
the underlying assets and not the ongoing operations of the business (e.g. real estate holding 
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companies). A net asset approach is also useful as a cross-check to assess the relative risk of the 
business (e.g. through measures such as levels of tangible asset backing). 

Discounted cash flow methodology 

Value is future oriented and accordingly the theoretically correct manner to assess value is to 
consider future earnings potential of a business. Under a DCF approach, forecast cash flows are 
discounted back to the valuation date, generating a net present value for the cash flow stream of 
the business. A terminal value at the end of the explicit forecast period is then determined and 
that value is also discounted back to the valuation date and added to the net present value of the 
cash flow stream to give an overall value for the business. 

In a DCF valuation, the forecast period should be of such a length to enable the business to 
achieve a stabilised level of earnings, or to be reflective of an entire operation cycle for more 
cyclical industries. Typically a forecast period of at least five years is required, although this can 
vary by industry and by sector within a given industry. 

Discount rate 

The rate at which the future cash flows are discounted (the Discount Rate) should reflect not 
only the time value of money, but also the risk associated with the business’ future operations. 
This means that in order for a DCF to produce a sensible valuation figure, the quality of the 
underlying cash flow forecasts is fundamental.   

The Discount Rate typically employed is the Weighted Average Cost of Capital of the business, 
reflecting an optimal (as opposed to actual) financing structure, which is applied to unleveraged 
cash flows and results in an enterprise value for the business. Alternatively, in certain 
circumstances, it is more appropriate to apply an equity approach, which takes the business’ cost 
of equity and applies it to leveraged cash flows to determine an equity value for the business. 

Terminal value 

In calculating the terminal value, regard must be had to the business’ potential for further 
growth beyond the explicit forecast period. The “constant growth model”, which applies an 
expected constant level of growth to the cash flow forecast in the last year of the forecast period 
and assumes such growth is achieved in perpetuity, is a common method. The terminal value 
calculation should be cross-checked for reasonableness against implied exit multiples. 

Industry specific methodology 

Depending on the industry in which the business operates, an industry specific approach may be 
appropriate in assessing value. Industry specific methodologies typically involve the application 
of a ‘rule of thumb’, which is accepted within the industry as an appropriate basis for 
benchmarking value. 
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Industry specific methodologies typically involve the application of a multiplier to an operating 
metric such as revenue, customer numbers or funds under management. 

The multiplier applied is determined with reference to common perception in the market, which 
is supported through empirical evidence from recently completed transactions. 

An industry specific methodology is most appropriate as a cross-check of the value determined 
by applying one of the above methodologies as a primary methodology. 

Enterprise or equity value 

Depending on the valuation approach selected and the treatment of the business’ existing debt 
position, the valuation range calculated will result in either an enterprise value or an equity 
value being determined. 

An enterprise value reflects the value of the whole of the business (i.e. the total assets of the 
business including fixed assets, working capital and goodwill/intangibles) that accrues to the 
providers of both debt and equity. An enterprise value will be calculated if a multiple is applied 
to unleveraged earnings (i.e. Revenue, EBITDA, EBIT) or unleveraged free cash flow. 

An equity value reflects the value that accrues to the equity holders. To compare an enterprise 
value to an equity value, the level of net debt must be deducted from the enterprise value. An 
equity value will be calculated if a multiple is applied to leveraged earnings (i.e. Net Profit after 
Taxation) or free cash flow, post debt servicing. 
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Appendix 4 – Industry overview  

Household pet population 

The market for veterinary services in Australia is largely dependent upon the size of the 
domestic animal population. In Australia, there is an estimated 35.77 million pets in 2010. This 
figure is estimated to have fallen by 1.3 percent annually over the five years up to 2010. 
Although birds and fish make up the majority of this figure, the vast majority of revenue 
generated by veterinary services is from dog and cat owners. 

Table 15: Pet population in Australia, 2010 
Pet Population  
 (millions) (% of total) 
Dogs 3.60 10.1%
Cats 2.11 5.9%
Birds 7.49 20.9%
Fish 19.79 55.3%
Other 2.78 7.8%
Total 35.77 100.0%
Source: IBISWorld, July 2010 

There are currently over 10 million pet owners in Australia, with 63 percent of households 
owning at least one pet, and 53 percent of households owning either a cat or dog. As at 2009, 36 
percent of households owned at least one dog, and 23 percent of households owned at least one 
cat. The number of pets over the past five years has declined; however the amount spent on each 
pet has increased over the same period. 

The size of the pet population is impacted by household property sizes, household property 
types, and government regulations regarding number and type of pets permitted, de-sexing and 
registration requirements.  

Due to the increased popularity of high-density urban living over the last five years, households 
are less likely to adopt as many pets as before. Dogs and cats in particular need space and 
apartment dwellers are less likely to own pets than people living in houses. 

There are also additional restrictions for people living in apartment blocks, due to having to 
share buildings with other residents. Rental properties also have certain restrictions on pet 
ownership imposed by landlords. The number of cats and dogs owned as pets has been falling in 
the recent period, while ownership of smaller animals as pets, such as birds and fish has been 
increasing.  

Cat and dog ownership rates are expected to gently decline, which will have some dampening 
effect on industry growth. This however will be partially offset by an increase in the rate of 
ownership of other types of animals such as birds and reptiles.  
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Figure 8: Proportion of households with dogs and cats (percentage of total), 2004 - 2009 
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Source: Contribution of the Pet Care Industry to the Australian Economy – 7th Edition 

Consumer expenditure on household pets 

Household income levels affect the level of consumer spending in the economy, and in turn the 
level of expenditure on pet products and services. Pet owners are required to spend income on 
pet food, veterinary services, and pet accessories. Non-crucial spending includes items such as 
pet grooming/clipping, dog training, walking and minding services. 

Demand for non-crucial pet products and expenditure fell during 2008-09 due to the Global 
Financial Crisis. Unemployment rose and households became very pessimistic about the future. 
The Commonwealth Government intervened by boosting income through cash handouts and 
interest rate cuts, however these steps weren’t sufficient to raise consumer confidence. 

As the economy is expected to improve over the next five years, confidence will rise and 
households will once again spend income on unessential items. By 2010-11, households will 
begin considering adopting pets again, and start to spend on premium pet services and food once 
again. 

Total consumer spending in Australia is expected to grow at an annualised real rate of 3.1 
percent over the five years to 30 June 2015, compared with 2.4 percent over the five years to 30 
June 2010. Faster growth in spending will tend to also be reflected in a pickup in spending on 
veterinary services for companion animals. 

Owners’ expenditure patterns vary depending on the type of pet owned. Cat owners spend more 
proportionately on food (59 percent of total expenditure) than dog owners who only spend 43 
percent on food. Dog owners also spend more proportionately on veterinary services than cat 
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and other pet owners, but on average, the highest costs for dog and cat owners are for food, 
followed by veterinary bills. 

Expenditure on dogs and cats has increased substantially, more than offsetting the decrease in 
population. The average annual cost per dog increased from $732 in 2005 to $1,056 in 2009, 
while the average annual cost per cat increased from $492 in 2005 to $602 in 2009. 

Other pet owners spend only 23 percent on food but spend more than dog and cat owners on 
products and accessories. This is because many other pets require spaces to live in, such as 
aquariums and cages, which can be expensive. 

Other pet owners also spend a significant proportion on pet purchases, compared with dog and 
cat owners. This is mainly because dogs and cats can be adopted, and other pets have to be 
purchased with some rare pets being quite expensive. 

Table 16: Expenditure by type of pet owned 
Expenditure Dog owners (%) Cat owners (%) Other pet 

owners (%) 
All pet owners 

(%)
Pet food 43.0% 59.0% 22.9% 44.2%
Veterinary services 26.1% 21.5% 18.4% 23.8%
Accessories 7.2% 6.1% 33.1% 10.7%
Pet purchases 3.9% 1.8% 23.8% 6.3%
Pet care services 13.7% 9.6% 0.0% 10.6%
Other services 6.1% 2.0% 1.8% 4.4%
Source: IBISWorld, July 2010 

Veterinary services 

Overview of veterinary services industry 
Over the past five years, owners have become more concerned about the health of their pets, 
spending extra on preventative and elective veterinary services. The demand for non-standard 
procedures and medical practises rose over this period. At the same time, owners were able to 
pamper their pets on the back of rising wealth and household income. 

In 2009, Australian pet owners spent a total of $2.2 billion on veterinary services. Of this, $1.6 
billion was spent by dog owners, $533 million was spent on cats, and the remainder of $111 
million was spent on other pets. 

The veterinary industry in Australia was expected to generate $2.2 billion in 2010, of which 83 
percent is generated from the treatment of companion animals. Veterinary services make up 24 
percent of the total household pet products and services industry, which was $7.3 billion in 
2010. 

The number of registered veterinarians in Australia was 6,358 in 2001, and is estimated to 
exceed 9,000 in 2009-10. Around 80 percent of these professionals work in private practices, 
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with the majority working in metropolitan practices catering for small animals. The number of 
veterinary practices is estimated at 2,607 in 2009-10, and is expected to be 2,739 by 2014-15.  

Veterinary products and services 
Private veterinary practices can be divided into rural and town practices. Income in private 
practice is derived from fees for services to animals and from the sale of preparations involved 
in the eradication, treatment, control or prevention of diseases in animals. 

It is understood that over 50 percent of veterinary practice locations are situated in capital cities. 
This figure is believed to have increased over the last decade due partly to a declining number 
of young veterinarians choosing to work in rural and provincial areas. 

Veterinary practices compete on the basis of the quality and the range of services and facilities 
provided, including opening hours. Customer loyalty appears to be very low in domestic animal 
practices in the cities, with pet owners choosing a vet based largely on convenience of location. 
In rural areas customer loyalty plays a more significant part on competition, based on the 
expertise and reputation of the veterinarians operating in the practice. 

Technological improvements in the veterinary industry increase the range of services which can 
be provided by practices and in many cases simplify existing procedures and tests. The 
improved efficiency afforded by technological upgrades must be weighed up against the high 
cost of new equipment, and the willingness or capacity of clients to pay higher prices for 
improved services. 

Households with higher incomes tend to spend more on veterinary services. The Australian 
Bureau of Statistics’ (ABS) latest published Household Expenditure Survey (covering 2003-04) 
indicated that the average household spent $2.49 per week on veterinary services. The survey 
indicated that on average, households in the highest income quintile spent 3.9 times as much on 
veterinary charges as did households in the lowest income quintile. 

Increased household expenditure on veterinary services is also due to a real increase in the price 
of comparable services, and an increase in the provision of more advanced medical, surgical and 
diagnostic procedures, as well as from the provision of additional pet products and services. 

Market segmentation 
Customers of veterinary services can be segmented into household customers mainly for 
companion animals or pets, and business customers, which mainly includes farmers, and to a 
lesser extent the racing industry, zoos, animal breeders, police, customs, blind dog trainers, and 
security firms. Approximately 83 percent of veterinary practice income is derived through the 
care and treatment of companion animals, with 50 percent being for consultation and medication 
alone. It is estimated that 95 percent of consumer expenditure on veterinary services for 
companion animals is spent on dogs and cats (71 percent and 24 percent respectively). 
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Figure 9: Veterinary market segmentation (2010) 
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Source: IBISWorld – May 2010 

The total market for veterinary chemical products has grown from $607.7 million in 2004 to 
$754.0 million in 2008-09. These products include parasiticides, immunotherapy, nutritional, 
metabolism, antibiotics and other chemical products. In 2008-09 there were 3,277 registered 
veterinary chemical products in Australia. On average, purchases currently represent 30 percent 
of the cost structure for veterinary practices. 

Outlook for veterinary services industry 
The onset of alternative therapy in animal care could shape as a growth area over the next five 
years. This includes treatments such as acupuncture, dentistry, reflexology, hydrotherapy and 
chiropractic services. It is estimated that alternative pet treatments will amount to $14 million in 
2009-10. 

As alternative pet medicine is expected to become more mainstream in the next five years, this 
will also support the continued demand for pet insurance, which is expected to generate about 
$40 million in revenue for 2009-10. 

Increasingly advanced medical, surgical and diagnostic procedures, along with availability of 
new pharmaceuticals, will increase the range of services that can be provided, and in turn, the 
demand for these services. Such improvements should increase practice throughput, which 
should also boost productivity and help practices maintain profitability. Industry revenue is 
forecast to grow at an average annual real rate of 4.6 percent over the five years to 30 June 
2015. 

The industry will continue to educate the public and promote awareness on animal health and 
veterinary issues through public media coverage via radio and television programs. This will 
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have a beneficial impact on the demand for veterinary services. In addition, an increase in 
business skills in the industry will aid in developing strategies that will promote demand. 

Pet stores and veterinarians will need to keep up with industry trends in order to remain 
competitive. Owners will continue to be concerned by the health of their pets, which will lead to 
increasing demand for natural/organic food. Veterinary clinics will need to offer the option of 
alternative therapy and natural medicine if they want to appeal to a wide spectrum of customers. 

In summary, it appears the veterinary industry is growing, and the range of services offered is 
also expected to increase. Although the number of dogs and cats in Australia is expected to 
decrease, consumer expenditure on pets is expected to increase, which is expected to result in 
real revenue growth in the industry. As the economy improves, consumer spending will increase 
and in turn boost demand for veterinary services and alternative therapies. Overall, the outlook 
for the veterinary services industry is largely positive despite an expected decrease in the 
number of pets in Australia.
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Appendix 5 – Comparable company analysis 
 

Company 
Revenue 
($AUDm) 

EBITDA 
margin 

Net debt 
to 
enterprise 
value 

2011 
forecast 
revenue 
growth 

2012 
forecast 
revenue 
growth 

2011 
forecast 
EBITDA 
growth 

2012 
forecast 
EBITDA 
growth Comments 

Veterinary distribution               
Animalcare 
Group Plc 

35.2 18.2% 12.1% n/a n/a n/a n/a • 90% of revenues derived from UK; Operates in two segments, being companion 
animal (approximately 57%) and livestock (approximately 43%) 

• Significant growth recorded in Companion animal segment 
• Recently completed the disposal of its agricultural businesses on 20 September 

2010 to focus on core veterinary medicines business 
Animal Health 
International, 
Inc. 

789.9 3.1% 66.4% (8.8%) 7.9% 9.3% 19.3% • 90% of sales derived from US and 10% derived from Canada.                                    
• Revenues comprised of 54% pharmaceutical products, 16% biologicals, 10% pet 

foods and nutritional products, and 20% of other products.  
• 71,000 customers with top 10 representing 6% of sales and no single customer 

representing more than 1% of sales 
MWI Veterinary 
Supply, Inc. 

1,320.1 5.1% 3.1% 4.9% 6.8% 0.5% 17.2% •  Approximately two-thirds of sales are generated from the companion animal 
market and one-third from the production animal market 

• Companion animal market represents a higher margin sale although has lower 
average order size 

• Revenue from the production animal market have been negatively impacted by 
volatility in commodity prices, changes in weather patterns and changes in the 
general economy 

         
Medical distribution with veterinary business segment      
Henry Schein 
Inc. 

8,139.3 8.4% 4.0% (2.9%) 5.5% 3.6% 8.7% • Operates under two reportable segments: healthcare distribution (97% of revenue) 
and technology (3% of revenue) 

• Healthcare distribution segmented into dental, medical, animal health and 
international sales, representing 37%, 16%, 13% and 34% of healthcare 
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Company 
Revenue 
($AUDm) 

EBITDA 
margin 

Net debt 
to 
enterprise 
value 

2011 
forecast 
revenue 
growth 

2012 
forecast 
revenue 
growth 

2011 
forecast 
EBITDA 
growth 

2012 
forecast 
EBITDA 
growth Comments 

distribution sales 
• Acquisition of Butler on January 2010 resulting in additional revenues of US$620 

million on a full year basis 
Patterson 
Companies Inc. 

3,646.6 12.4% 6.7% (5.6%) 4.4% (3.9%) 6.5% • Generates 67% of revenue from dental, 13% from medical and 20% from 
veterinary distribution 

         
Medical distribution         
Amerisource 
Bergen 
Corporation 

90,871.9 1.5% 0.6% (10.9%) 2.0% (9.9%) 8.3% • Operations primarily in the USA and Canada 
• Three main segments, supplies pharmaceuticals to a wide variety of healthcare 

providers, and provides pharmaceutical distribution to specialist physicians, and 
delivers unit dose, punch card, unit of use, and other packaging solutions to 
healthcare providers 

• 69% of revenue is from sales to institutional customers, 31% was from sales to 
retail customers. 

Australian 
Pharmaceutical 
Industries  

3,666.0 1.6% n/a 4.6% 3.5% 23.6% 9.7% • Operates in three segments; Distribution of pharmaceutical and medical products 
to pharmacies (80%), Retailing of various health, beauty and lifestyle products 
(19%) and manufacturer and owner of rights of pharmaceuticals and toiletries 
(2%) 

Cardinal Health, 
Inc.  

116,317.0 1.7% n/a (12.2%) 2.7% (8.3%) 6.7% • Two largest customers account for 24% and 22% of revenue 
• Largest five customers account for 57% of revenue 
• Two main segments, pharmaceutical distribution business (91%) and medical, 

surgical and laboratory product distribution (9%) 
McKesson 
Corporation  

129,297.2 2.2% n/a (12.7%) 3.3% (10.1%) 5.5% • Two segments, distribution of ethical and proprietary drugs, medical supplies and 
equipment and health and beauty products in North America (97%), and clinical, 
patient care, financial, supply chain, and strategic management software solutions 
(3%) 

• Two largest customers account for 15% and 12% respectively 
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Company 
Revenue 
($AUDm) 

EBITDA 
margin 

Net debt 
to 
enterprise 
value 

2011 
forecast 
revenue 
growth 

2012 
forecast 
revenue 
growth 

2011 
forecast 
EBITDA 
growth 

2012 
forecast 
EBITDA 
growth Comments 

• Largest ten customers account for 53% 
Owens & Minor 
Inc. 

9,523.3 2.9% 3.2% (11.0%) 4.6% (7.3%) 6.1% • Distributes finished medical and surgical products procured from over 1,400 
suppliers to approximately 4,600 healthcare provider customers across the USA 

• Products supplied by 2 largest suppliers account for 14% and 10% respectively 
• Distribution of medical and surgical supplies to healthcare providers accounts for 

over 95% of revenue 
PSS World 
Medical Inc. 

2,417.2 7.6% 11.1% (17.2%) 3.8% (14.6%) 10.7% • Two main segments, distribution of medical supplies, diagnostic equipment, 
pharmaceutical related products to healthcare providers (70%), distribution of 
medical and related products to long-term care patients (30%) 

Sigma 
Pharmaceuticals 
Limited 

3,325.2 4.5% 33.6% (1.0%) (0.6%) 13.0% (10.0%) • Operates in the wholesaling of pharmaceuticals (79%) and manufacture of 
pharmaceuticals for Australian and overseas customers (21%) 

• One customer contributes greater than 10% of group revenues. This customer has 
a long standing relationship with Sigma and a service contract is in place 

• Forecast earnings impacted by the sale of the pharmaceuticals division which is 
expected to complete by December 2010 

         
Australian distribution          
Alesco 
Corporation 
Limited 

773.2 6.7% 35.1% 2.9% 4.7% 21.3% 16.6% • Generates 95% of revenues from Australia with no significant customers 

Breville Group 
Limited  

420.9 10.7% n/a 5.0% 5.4% 18.4% 7.9% • Distributes small electrical appliances to Australia (47%), North America (35%), 
New Zealand (6%), and other nations (8%) 

Coventry Group 
Limited  

393.1 2.9% n/a 3.1% 3.1% 59.7% 33.7% • Operates in three segments, including distribution of automotive parts (42%), 
distribution of industrial products (54%), and manufacture and distribution of 
gaskets (3%) 

Crane Group 
Limited 

1,863.4 4.9% 19.8% 9.0% 7.7% 24.5% 16.4% • Operates in four segments, manufacturing and supply of plastic pipelines in 
Australia and New Zealand (25%), distribution of plumbing supplies in Australia 
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Company 
Revenue 
($AUDm) 

EBITDA 
margin 

Net debt 
to 
enterprise 
value 

2011 
forecast 
revenue 
growth 

2012 
forecast 
revenue 
growth 

2011 
forecast 
EBITDA 
growth 

2012 
forecast 
EBITDA 
growth Comments 

(45%), distribution of trade products in New Zealand (15%), and import and 
distribution of industrial products to the manufacturing industry (15%) 

GUD Holdings 
Limited 

476.6 16.4% 2.4% 34.6% 9.5% 21.0% 7.6% • Operates in four segments; distribution of small electrical appliances and cleaning 
products (52%), automotive products (17%), water products (27%), and security 
products (3%) 

Metcash 
Limited 

11,608.1 3.8% 13.7% 7.3% 4.6% 12.2% 6.5% • Operates in four segments: food distribution supplies to outlets (64%) and through 
cash and carry warehouses (22%), liquor distribution (14%) and hardware 
distribution (0.5%) 

• No single customer represents greater than 10% of total revenue 
• Operations predominantly in Australia, with New Zealand operations representing 

less than 10% of revenue 
Salmat Limited 880.2 13.1% 17.9% 2.6% 3.8% 3.3% 4.9% • Operates in three segments; delivery of unaddressed items to Australian homes 

(26%), business process outsourcing (39%), and customer contact solutions (35%) 
         
Australian vets                
Greencross 
Limited 

50.5 13.3% 43.0% n/a n/a n/a n/a • Seeking further acquisitions in addition to the 44 veterinary clinics acquired 

Source: Capital IQ, company annual reports, company websites and company announcements
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Appendix 6 – Description of comparable companies 
 
Veterinary distribution 

Animalcare Group plc  

Animalcare Group plc, through its subsidiaries, engages in the manufacture and supply of 
livestock products to agricultural retailers for onward sale to farmers primarily in the United 
Kingdom. Its principal products include livestock identification ear tags used on cattle and 
sheep; products for calving, lambing and farrowing, and footcare and handling; a range of 
grooming products for sheep and cattle, and equine; and veterinary, pet, and hygiene products. 
The company also markets and sells a range of pharmaceutical and other premium products and 
services to vets and vet wholesalers in the United Kingdom and the Republic of Ireland. 

Animal Health International, Inc. 

Animal Health International, Inc., through its subsidiaries, sells and distributes animal health 
products, supplies, services, and technology in the United States, Canada, and Taiwan. It sells 
approximately 40,000 products sourced from approximately 1,500 manufacturers, as well as 
provides consultative services to its customers in the animal health products industry. The 
company’s products include pharmaceuticals, vaccines, parasiticides, diagnostics, capital 
equipment, sanitizers, devices, supplies, and dairy lagoon treatment. It serves veterinarians, 
production animal operators, and animal health product retailers through person sales force and 
field sales representatives.  

MWI Veterinary Supply, Inc. 

MWI Veterinary Supply, Inc. distributes animal health products to veterinarians in the United 
States. The company primarily offers pharmaceuticals, vaccines, parasiticides, diagnostics, 
capital equipment, supplies, specialty products, veterinary pet food, and nutritional products. As 
of September 30, 2009, it served approximately 20,000 veterinary practices.  

Medical distribution with veterinary business segment 

Henry Schein Inc. 

Henry Schein, Inc. distributes healthcare products and services primarily to office-based 
healthcare practitioners. It operates in two segments, Healthcare Distribution and Technology. 
The Healthcare Distribution segment offers consumable dental products, dental laboratory 
products, and small equipment. It also provides medical products, including branded and 
generic pharmaceuticals and animal health products, such as pharmaceuticals, surgical and 
consumable products and services, and equipment. The Technology segment offers software 
and related products, and practice management software systems for dental and medical 
practitioners and animal health clinics.  
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Patterson Companies Inc. 

Patterson Companies, Inc. operates as a distributor serving dental, companion-pet veterinarian, 
and rehabilitation supply markets in the United States and Canada.. Patterson Companies, Inc., 
formerly known as Patterson Dental Company, was founded in 1877 and is based in St. Paul, 
Minnesota. 

Medical distribution 

AmerisourceBergen Corporation 

AmerisourceBergen Corporation, a pharmaceutical services company, provides drug 
distribution and related services to healthcare providers and pharmaceutical manufacturers in 
the United States, the United Kingdom, and Canada. The company serves customers through a 
network of distribution and service centres, and packaging facilities.  

Australian Pharmaceutical Industries  

Australian Pharmaceutical Industries Limited engages in the wholesale distribution of 
pharmaceutical and allied products. It operates in three segments: Pharmacy Distribution, 
Retailing, and Manufacturing. The Pharmacy Distribution segment distributes pharmaceutical 
and medical products to pharmacies, and provides retail services to pharmacy customers in 
Australia. The Retailing segment engages in the purchase and sale of various health, beauty, and 
lifestyle products within the retail industry in Australia. The Manufacturing segment 
manufactures and owns rights of pharmaceutical medicines and consumer toiletries in Australia 
and New Zealand. The company offers its products and services under the Priceline, Soul 
Pattinson, Priceline Pharmacy, and Pharmacist Advice brand names.  

Cardinal Health, Inc.  

Cardinal Health, Inc. provides health care products and services primarily in the United States. 
The company’s Healthcare Supply Chain Services segment distributes branded, private-label 
medical and laboratory, generic pharmaceutical, healthcare, and consumer products to retail 
customers, hospitals, and alternate care providers. The company’s Clinical and Medical 
Products segment develops, manufactures, leases, and sells medical technology products. 
Cardinal Health also franchises apothecary-style retail pharmacies; and provides pharmacy 
services to hospitals and other healthcare facilities.  

McKesson Corporation  

McKesson Corporation offers medicines, pharmaceutical supplies, and information and care 
management products and services for the healthcare industry. It operates through two 
segments, Distribution Solutions and Technology Solutions. The Distribution Solutions segment 
distributes ethical and proprietary drugs, medical-surgical supplies and equipment, and health 
and beauty care products in North America. The Technology Solutions segment offers 
enterprise-wide clinical, patient care, financial, supply chain, and strategic management 
software solutions.  
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Owens & Minor Inc. 

Owens & Minor, Inc., together with its subsidiaries, distributes medical and surgical supplies, as 
well as provides supply chain management services in the United States. It offers a product line 
of medical and surgical supplies to healthcare providers under the MediChoice private label.  

PSS World Medical Inc. 

PSS World Medical, Inc., together with its subsidiaries, distributes medical products and 
equipment, and pharmaceutical products to alternate-site healthcare providers in the United 
States. It operates in two segments, Physician Business and Elder Care Business. The Physician 
Business segment distributes medical-surgical disposable supplies, diagnostic equipment, non-
diagnostic equipment, and healthcare information technology products. The Elder Care Business 
segment distributes medical and related products. It also provides Medicare and Medicaid 
billing services to the assisted living market.  

Sigma Pharmaceuticals Limited 

Sigma Pharmaceuticals Limited manufactures and markets prescription, over-the-counter, and 
generic pharmaceutical products in Australia and internationally. It also operates as a full-line 
wholesaler and distributor to pharmacies. The company offers its products for various 
therapeutic groups, including cardiovascular, anti-infectives, ophthalmics, pain management, 
gastrointestinal, respiratory, cough/cold, and vitamins and minerals.  

Australian distribution 

Alesco Corporation Limited  

Alesco Corporation Limited, through its subsidiaries, supplies industrial brands to the building 
and renovations, construction and mining, and water management sectors in Australia and New 
Zealand. The company operates through four divisions: functional and decorative products 
division, water products and services division, construction and mining division and garage 
doors and openers division.  

Breville Group Limited  

Breville Group Limited engages in the development, marketing, and distribution of small 
electrical appliances and home wares in the consumer products industry. The company markets 
its products primarily under the Breville, Kambrook, Ronson, and Goldair brand names. It also 
distributes personal care products of the Philips brand. Breville Group Limited operates 
primarily in Australia, the United States, Canada, New Zealand, and Hong Kong.  

Coventry Group Limited  

Coventry Group Ltd. supplies automotive parts, industrial products, and gaskets to the industrial 
and automotive markets in Australia and New Zealand. The company operates through three 
segments: Automotive Parts, Industrial Products, and Gasket Manufacturing.  
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Crane Group Limited 

Crane Group Limited engages in the manufacture and distribution of plastic pipeline systems 
and supplies in Australia and New Zealand. It also distributes plumbing products, and electrical 
and safety supplies; and copper, copper alloy, aluminium, stainless steel products, and coin 
blanks. In addition, the company involves in the manufacture and distribution of copper tube 
extrusions for the plumbing, refrigeration, and original equipment manufacture markets. Crane 
Group Limited supplies its pipeline solutions to the building products, civil/infrastructure, 
irrigation, mining, and telecommunications markets.  

GUD Holdings Limited 

GUD Holdings Limited, through its subsidiaries, engages in the manufacture, distribution, and 
sale of consumer, automotive, water, and security products in Australia and New Zealand. Its 
customers include department stores, mass merchants, hardware outlets, electrical retailers, 
automotive aftermarket wholesalers and resellers, water systems dealers, swimming pool 
builders, retail pool shops, lock smiths, and original equipment manufacturers.  

Metcash Limited 

Metcash Limited engages in the wholesale distribution and marketing of groceries, liquor, and 
associated products in Australia and New Zealand. It operates 9 distribution centres to deliver 
18,000 items that serve the dry, chilled, and frozen grocery requirements of over 2,500 
independent retail grocery stores in Queensland, New South Wales, Victoria, South Australia, 
and western Australia. The company also operates 16 distribution centres across Australia and 
New Zealand, carrying 8,000 products to meet the wine, spirits, and beer requirements of 
approximately 13,000 licensed premises. In addition, Metcash operates 22 cash and carry 
warehouses, and 18 regional wholesale distribution warehouses stocking a range of groceries, 
liquor, confectionery, and foodservice. Further, it operates four convenience store distribution 
centres. 

Salmat Limited 

Salmat Limited provides communication solutions. It operates in three segments: MediaForce, 
BusinessForce, and SalesForce. The MediaForce segment delivers advertising catalogues to 
homes throughout Australia and New Zealand. The BusinessForce segment processes and mails 
bank and credit card statements, accounts, and other customized bulk mailings in Australia, 
Hong Kong, Taiwan, and the Philippines. The SalesForce segment handles inbound and 
outbound telephone, fax, email, and online communications on behalf of its customers, from 
facilities in Australia, New Zealand, and Malaysia. 

Australian vets 

Greencross Limited  

Greencross Limited provides veterinary services in Australia. The company’s general practice 
veterinary hospitals offer consultations and associated diagnostics capabilities, and general 
practice medical and surgical treatment options; and emergency centres provide animal hospital 
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facilities for after hours care and treatment of sick pets. It also operates specialist centres, which 
offer specialist veterinary care, including specialties, such as medicine, surgery, animal 
behaviour, dermatology, cardiology, ophthalmology, and dentistry. 
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Appendix 7 – Comparable transaction analysis 
A summary of our comparable transaction analysis is summarised below. 

Table 17: Comparable company transaction multiples  

Date Target Bidder 
% stake 
acquired

Enterprise 
value ($m) 

Market 
cap ($m) 

EBITDA 
multiple 

P/E 
multiple

Sep-10 Dexion GUD Holdings 100.00 108.4 46.0 9.4 31.9
Feb-10 Centaur Services MWI Veterinary 

Supply 
100.00 67.7 n/a 38.3 n/a

Nov-09 Danks Holdings Woolworths 100.00 83.5 87.6 5.8 12.5
Feb-09 YorkTest 

Veterinary Services 
Avacta Group 100.00 1.3 n/a 4.7 n/a

Oct-08 Prolavi Henry Schein 
Espana 

100.00 2.8 n/a 10.6 n/a

Oct-08 Pharsight 
Corporation 

Tripos 100.00 48.1 63.6 17.8 31.4

Oct-07 Software of 
Excellence 
International 

Henry Schein 100.00 62.5 n/a 11.0 n/a

Aug-07 Smorgon Steel 
Distribution 

Bluescope Steel 100.00 700.0 n/a 8.4 n/a

Jan-07 Anglo Canadian 
Housewares 

Breville Group 50.00 7.5 n/a 2.3 n/a

Mean       7.5 25.3
Median       8.4 31.4
Source: Capital IQ, Zephyr, annual reports, company announcements 

We note the following with regards to the above comparable transactions: 

• whilst some of the targets in the comparable transactions have operations similar in nature to 
that of Provet, none of the targets in the comparable companies’ operations match exactly 
those of Provet, and therefore are not directly comparable 

• transaction multiples are based on most recent full year results 

• the transactions typically resulted in the transfer of control to the acquiring entity. As such, 
the implied multiples include a premium for control. This premium often reflects the 
synergistic benefits of the transaction to the acquirer, as well as the payment of a simple 
control premium. There is insufficient publicly available information to determine the extent 
to which implied multiples relate to operating synergies as opposed to a simple control 
premium 

• the control premium paid is not explicitly determined, rather it is an outcome of the 
transaction being completed at a price that is acceptable to the acquirer. Therefore, 
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depending on the nature of the transaction, the circumstances of the acquirer and the 
business being acquired, the control premium paid in each case is likely to vary over a wide 
range. 

Details of the comparable transactions are outlined in the sections below. 
 
GUD Holdings acquisition of Dexion 
 
On 21 May 2010, GUD Holdings announced that it had signed a takeover bid implementation 
agreement to make an off-market takeover bid to acquire all the shares in Dexion, and ASX 
listed industrial and commercial storage products manufacturer. The offer price was $0.80 per 
share in cash, which represented a total consideration of $83.7 million. The offer represented a 
bid premium of 100 percent over Dexion’s closing share price of $0.40 per share on 20 May 
2010, being the last trading day before the announcement. 
 
Dexion manufactures and markets a broad range of storage products. The company’s core 
products include pallet racking, shelving and automated systems used in logistics and 
warehousing as well as cabinets and filing systems. It had at the time approximately 750 
employees and operations throughout the Asia Pacific region and the Middle East, with 
manufacturing facilities in Australia, China, Malaysia and New Zealand. 
 
MWI Veterinary Supply acquisition of Centaur Services 
 
On 8 February 2010, MWI Veterinary Supply announced that it had acquired Centaur Services, 
a UK based veterinary medicines supplier. The total consideration of US$47 million comprised 
a cash payment of $US45 million and a deferred US$2 million payment to be settled through the 
issue of a note.  
 
Centaur Services is a supplier of animal health products to veterinary practices in the 
UK. Centaur Services has a distribution centre located in Somerset, England and had total 
revenues of approximately US$220 million for the year ended 31 December 2009. Centuar 
Services was founded in 1964 and had at the time approximately 200 employees, serving 1,200 
veterinary clinics through a product offering of over 18,000 items. 
 
Woolworths acquisition of  Danks Holdings 
 
On 25 August 2009, Woolworths made an offer to acquire Danks Holdings for $87.6 million in 
cash. Danks Holdings engages in the wholesale distribution of hardware and garden products in 
Australia. The company owns and operates retail stores under the Home Timber and Hardware, 
Thrifty-Link Hardware, and Plants Plus Garden Centre brand names. The company distributes 
hardware and garden products through 600 independently owned and operated retail businesses 
and 1,500 independent retailers.  
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Avacta Group acquisition of YorkTest Veterinary Services 
 
On 9 February 2009, Avacta Group, a York based diagnostics tools for defence and healthcare 
applications provider, announced that it has acquired YorkTest Veterinary Services, a York 
based veterinary laboratory company. The total consideration was GBP 0.83 million to be 
settled with an initial cash payment of GBP 0.7 million and a deferred payment of GBP 0.13 
million to be paid on completion of accounts.  
 
YorkTest Veterinary Services is a provider of allergy testing services to veterinary practices in 
the UK, Europe and worldwide. The company’s technology enables the analysis of blood 
samples from dogs, cats and horses to assist in the diagnosis and treatment of adverse reactions 
to foods, pollens, insects and moulds. YorkTest Veterinary Services provides its services to 
approximately 55 percent of UK veterinary clinics and has distributors and partners in the 
Europe, Middle East and Far East. In 2008 the company generated revenues of GBP 1.04 
million and operating profit of GBP 0.17 million. 
 
Henry Schein Espana acquisition of Prolavi  
 
On 10 October 2008, it was reported that Madrid based Henry Schein Espana had acquired 
Prolavi, a manufacturer of animal medicines and feed in Madrid. The consideration for the 
acquisition was reported at EUR 1.7 million. 
 
Tripos acquisition of Pharsight Corporation 
 
Tripos International entered into an agreement to acquire Pharsight Corporation for US$55.5 
million on 8 September 2008. Under the terms of the deal, each shareholder of Pharsight 
Corporation received US$5.50 cash per share. Pharsight Corporation provides software and 
scientific consulting services to pharmaceutical and biotechnology companies in the United 
States, Europe, and internationally. 
 
Henry Schein acquisition of Software of Excellence International 
 
On 11 June 2007, Software of Excellence International announced that it had received a formal 
takeover offer from Henry Schein, through its New Zealand subsidiary. Under the takeover 
offer, Henry Schein provided NZ$2.70 per share, along with a cash dividend of NZ$0.03 per 
share, giving a total offer consideration of NZ$2.73. The offer represented a premium of 1.87 
percent over the closing share price on 8 June 2007, being the last trading day prior to the 
announcement. It also represented a premium of 27.0 percent over the closing price on 27 April 
2007, being the last trading day prior to disclosure by Software of Excellence International of a 
potential takeover offer. The takeover offer was conditional on acceptance by 90 percent of 
shareholders.  
 
On 12 September 2007, Henry Schein announced an increased offer price of NZ$2.90 per share, 
having received only 59.1 percent acceptance from shareholders. The revised offer valued 
Software of Excellence International at NZ$82 million.  
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Software of Excellence International is a listed dental software development company based in 
Auckland New Zealand. The company is a leading supplier of practice management systems to 
both private and public health dentists in the UK, and is also the largest supplier of dental 
software in Australia and New Zealand. Software of Excellence International serves more than 
5,000 practices in the UK, Ireland, Australia and New Zealand and had revenue from continuing 
operations of Approximately $19.1 million for its year ended 31 March 2007. 
 
Bluescope Steel acquisition of  Smorgon Steel Distribution 
 
BlueScope Steel announced on 3 August 2007 that it had acquired Smorgon Steel's metal 
distribution business for an enterprise value of $700 million. The acquisition was part of the 
approval of the merger between One Steel and Smorgon Steel.  
 
Smorgon Steel’s distribution business is a provider of metal products across Australia. The 
distribution’s products include both Smorgon Steel braded product and third-party manufactured 
products. Approximately 20,000 products are supplied through the division to approximately 
100 locations across Australia. 
 
Breville Group acquisition of Anglo Canadian Housewares 
 
Breville Group acquired the remaining 50 percent stake in Anglo Canadian Housewares which 
it did not already own, on 1 January 2007, for a reported consideration of approximately $7.5 
million in cash, payable over two years. Anglo Canadian Housewares reported EBITDA of 
approximately $3.20 million in 2006. 
 
Anglo Canadian Housewares imports and distributes homeware products such as stainless steel 
cookware, cutlery sets, glassware, dinnerware, and tableware. The company is based in 
Montreal, Canada. 
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Appendix 8 – Comparable company P/E multiples 
Table 18: Comparable company trading multiples 

Company Country 

Last 
reported 
financials 

Market 
cap 
($AUDm) 

Enterprise 
value 
($AUDm) 

Historical 
P/E 
multiple 

Forecast 
P/E 
multiple 

Veterinary distribution 
Animalcare Group plc UK 30-Jun-10 37.3 42.4 9.4 10.8
Animal Health International US 30-Jun-10 76.0 226.1 52.5 8.1
MWI Veterinary Supply US 30-Sep-09 707.5 730.4 19.3 19.4
Veterinary distribution - Mean 14.3 12.8
Veterinary distribution - Median 14.3 10.8
Medical distribution with veterinary business segment 
Henry Schein  US 26-Dec-09 5,467.1 6,106.0 14.6 15.0
Patterson Companies  US 24-Apr-10 3,551.5 3,808.2 14.0 14.6
Medical distribution with veterinary business segment - Mean 14.3 14.8
Medical distribution with veterinary business segment - Median 14.3 14.8
Medical distribution             
AmerisourceBergen Corporation US 30-Sep-09 9,040.5 9,098.9 12.8 13.8
Australian Pharmaceutical Industries  AU 31-Aug-09 268.5 235.9 8.1 9.4
Cardinal Health  US 30-Jun-10 11,669.2 10,902.4 17.4 13.6
McKesson Corporation  US 31-Mar-10 16,457.0 15,291.5 11.4 12.9
Owens & Minor  US 31-Dec-09 1,802.1 1,861.5 12.3 13.5
PSS World Medical  US 2-Apr-10 1,242.0 1,401.9 15.6 17.2
Sigma Pharmaceuticals  AU 31-Jan-10 559.8 842.6 n/a 11.4
Medical distribution - Mean 12.9 13.1
Medical distribution - Median 12.5 13.5
Australian distribution             
Alesco Corporation  AU 31-May-10 238.0 366.8 n/a 11.8
Breville Group  AU 30-Jun-10 336.7 327.6 15.1 11.0
Coventry Group  AU 30-Jun-10 97.3 95.1 15.7 11.3
Crane Group  AU 30-Jun-10 623.8 779.1 19.8 14.0
GUD Holdings  AU 30-Jun-10 677.0 693.4 13.1 12.7
Metcash  AU 30-Apr-10 3,389.2 3,995.3 14.8 13.1
Salmat  AU 30-Jun-10 623.6 759.7 12.8 10.9
Australian distribution - Mean 15.2 12.1
Australian distribution - Median 15.0 11.8
Australian vets     
Greencross Limited AU 30-Jun-10 18.6 33.1 5.7 n/a
Australian vets - Mean 5.7 n/a
Australian vets - Median 5.7 n/a
All companies - Mean 13.6 12.9
All companies - Median 14.0 12.9
Source: Capital IQ. downloaded on 13 October 2010, company announcements 



 

 78 

Provet Holdings Limited
Independent Expert Report and Financial Services 

Guide
15 October 2010

ABCD 

Appendix 9 – Glossary 
 

Abbreviation Definition 
Act Corporations Act 2001 (Cth) 
AIRC Animal Industries Resource Centre 
APESB Accounting Professional & Ethical Standards Board 
ASIC Australian Securities and Investment Commission 
ASX Australian Securities Exchange Limited 
ASX All Ordinaries ASX All Ordinaries Index 
ASX Small Ordinaries ASX Small Ordinaries Index 
AUD Australian Dollar 
BidCo Pelican Acquisition Company Pty Ltd 
CCG Crampton Consulting Group 
CEO Chief Executive Officer 
Company Provet Holdings Limited 
CRM Customer Relationship Management 
DCF Discounted Cash Flow 
Directors Directors of Provet 
EBIT Earnings Before Interest and Taxation 
EBITDA Earnings Before Interest, Taxation, Depreciation and Amortisation 
FSG Financial Services Guide 
FY Financial year 
GN Guidance Note 
Henry Schein Henry Schein, Inc. 
ICT Information and Communications Technology 
IER Independent Expert Report 
IPO Initial Public Offering 
KPMG or we or us or our KPMG Corporate Finance (Aust) Pty Ltd 

ABN: 43 007 363 215 
71 Eagle Street 
Brisbane QLD 4000 

KPMG entities KPMG, the KPMG Partnership and related entities 
KPMG Partnership KPMG’s Australian professional advisory and accounting practice  
n/a Not applicable / not available 
NAV Net asset value 
NPAT Net Profit After Taxation 
NPBT Net Profit Before Taxation 
NPV Net Present Value   
P/E Price Earnings 
Provet Provet Holdings Limited 
Proposal Proposed acquisition of Provet shares via a Scheme of Arrangement 
Report Independent Experts Report 
RG Regulatory Guide 
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(l) it is not in material breach of its continuous disclosure obligations under the Listing Rules or the 
Corporations Act or any other applicable law; and 

(m) Provet has not knowingly or recklessly omitted to disclose information to BidCo or Henry Schein 
prior to the date of this Deed, the disclosure of which might reasonably be expected to have 
resulted in BidCo or Henry Schein not entering into this Deed or the Proposed Transaction, or 
entering into it on materially different terms. 

Provet indemnities  

7.2 Provet agrees with BidCo (on BidCo’s own behalf and separately as trustee and agent for each of 
the other BidCo Indemnified Parties) to indemnify and keep indemnified the BidCo Indemnified 
Parties from and against all claims, liabilities and loss (excluding consequential loss) which any of 
the BidCo Indemnified Parties may suffer or incur directly by reason of any breach of any of the 
warranties in clause 7.1. 

7.3 Provet agrees with Henry Schein (on Henry Schein’s own behalf and separately as trustee and 
agent for each of the other Henry Schein Indemnified Parties) to indemnify and keep indemnified 
the Henry Schein Indemnified Parties from and against all claims, liabilities and loss (excluding 
consequential loss) which any of the Henry Schein Indemnified Parties may suffer or incur directly 
by reason of any breach of any of the warranties in clause 7.1. 

BidCo Warranties 

7.4 BidCo warrants to Provet and to each Provet Indemnified Party at the date of this Deed and at 
8.00am on the Second Court Hearing Date that:  

(a) it, and each of its Subsidiaries, is a corporation validly existing under the laws of its place of 
incorporation; 

(b) it has taken all necessary corporate action to authorise entry by BidCo into this Deed and has 
taken or will take all necessary corporate action to authorise the performance of BidCo’s 
obligations under this Deed or to carry out the transactions contemplated by this Deed; 

(c) it has full corporate power to execute, deliver and perform its obligations under this Deed or to 
carry out the transactions contemplated by this Deed; 

(d) this Deed constitutes a legal, valid and binding obligation of it enforceable in accordance with its 
terms by appropriate legal remedy, subject to laws generally affecting creditors' rights and the 
principles of equity; 

(e) this Deed does not and will not conflict with or result in the breach of or default under any 
provision of its constitution or any material term or provision of any order, judgment, or law to 
which it, or any of its Subsidiaries, is a party or is subject or by which it or any of its Subsidiaries 
is bound; 

(f) it has obtained (or will have obtained prior to 8.00am on the Second Court Hearing Date) all 
necessary consents and approvals to enable it to enter into and perform its obligations under this 
Deed, other than Court approval of the Scheme under section 411(4)(b) of the Corporations Act; 

(g) as at the date of this document BidCo’s issued equity securities comprise: 

(i) 100 fully paid ordinary shares;  

(ii) except as otherwise set out in this subsection, neither it nor any of its 
Subsidiaries are under any obligation to issue and have not granted any 
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person the right to call for the issue of any shares or other securities in it 
or any of its Subsidiaries except as contemplated by this document; 

(h) all information provided by or on behalf of BidCo, whether by BidCo or Henry Schein, to Provet or 
any of their officers or advisers during the course of negotiations in relation to the Proposed 
Transaction and the preparation of the Scheme Booklet has been provided in good faith and did 
not contain a statement that was known to be false or misleading or deceptive in any material 
respect (including by omission). 

BidCo indemnities 

7.5 BidCo agrees with Provet (on Provet's own behalf and separately as trustee and agent for each of 
the other Provet Indemnified Parties) to indemnify and keep indemnified the Provet Indemnified 
Parties from and against all claims, liabilities and loss (excluding consequential loss) which any of 
the Provet Indemnified Parties may suffer or incur directly by reason of any breach of any of the 
warranties in clause 7.4. 

Henry Schein Warranties 

7.6 Henry Schein warrants to Provet and to each Provet Indemnified Party at the date of this Deed 
and at 8.00am on the Second Court Hearing Date that:  

(a) it, and each of its Subsidiaries, is a corporation validly existing under the laws of its place of 
incorporation; 

(b) it has taken all necessary corporate action to authorise entry by Henry Schein into this Deed and 
has taken or will take all necessary corporate action to authorise the performance of Henry 
Schein’s obligations under this Deed and the transactions contemplated by this Deed; 

(c) it has full corporate power to execute, deliver and perform its obligations under this Deed and the 
transactions contemplated by this Deed; 

(d) this Deed constitutes a legal, valid and binding obligation of it enforceable in accordance with its 
terms by appropriate legal remedy, subject to laws generally affecting creditors' rights and the 
principles of equity; 

(e) this Deed does not and will not conflict with or result in the breach of or default under any 
provision of its constitution or any material term or provision of any order, judgment, or law to 
which it, or any of its Subsidiaries, is a party or is subject or by which it or any of its Subsidiaries 
is bound; 

(f) it has obtained (or will have obtained prior to 8.00am on the Second Court Hearing Date) all 
necessary consents and approvals to enable it to enter into and perform its obligations under this 
Deed, other than Court approval of the Scheme under section 411(4)(b) of the Corporations Act; 

(g) all information provided by Henry Schein, whether for Henry Schein or on behalf of BidCo, to 
Provet or any of their officers or advisers during the course of negotiations in relation to the 
Proposed Transaction and the preparation of the Scheme Booklet has been provided in good faith 
and did not contain a statement that was known to be false or misleading or deceptive in any 
material respect (including by omission). 

Henry Schein indemnities 

7.7 Henry Schein agrees with Provet (on Provet's own behalf and separately as trustee and agent for 
each of the other Provet Indemnified Parties) to indemnify and keep indemnified the Provet 
Indemnified Parties from and against all claims, liabilities and loss (excluding consequential loss) 
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which any of the Provet Indemnified Parties may suffer or incur directly by reason of any breach 
of any of the warranties in clause 7.6. 

Survival  

7.8 Each warranty and indemnity in clauses 7.1, 7.2, 7.3, 7.4, 7.5, 7.6 and 7.7: 

(a) is severable; 

(b) will survive termination of this Deed; and 

(c) is given with the intent that liability under it is not confined to breaches which are discovered 
before the date of termination of this Deed. 

No other warranties or reliance 

7.9 Each party acknowledges that no other party (nor any person acting on that other party's behalf) 
has made any warranty, representation or other inducement to it to enter into this Deed, except 
for the warranties expressly set out in this Deed. 

7.10 Each party acknowledges and confirms that it does not enter into this Deed in reliance on any 
warranty, representation or other inducement by or on behalf of any other party, except for any 
warranty expressly set out in this Deed. 

Notification of breach 

7.11 Provet must promptly notify BidCo and Henry Schein if, at any time after the date of this Deed, 
Provet becomes aware that a Provet Warranty has been breached or ceased to be true and must 
also provide BidCo and Henry Schein with reasonable details of that fact. 

7.12 Each of BidCo and Henry Schein must promptly notify Provet if, at any time after the date of this 
Deed, either of them becomes aware that a BidCo Warranty or a Henry Schein Warranty has 
been breached or ceased to be true and must also provide Provet with reasonable details of that 
fact. 

8 Termination 

Termination for breach 

8.1 Without prejudice to any other rights of termination under this Deed, any party may terminate 
this Deed by giving the other party written notice at any time before 8.00am on the Second Court 
Hearing Date if: 

(a) another party is in material breach of any term of this Deed or there has been a material breach 
of a warranty; and  

(b) the party wishing to terminate has given the other parties a written notice: 

(i) setting out details of the breach; and 

(ii) stating its intention to terminate, and  

(c) the breach continues to exist 10 Business Days (or any shorter period ending at 5.00pm on the 
day before the Second Court Hearing Date) from the date the notice is given. 
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Termination by reason of ASIC objection 

8.2 Without prejudice to any other rights of termination under this Deed, any party may terminate 
this Deed by giving the other notice at any time before Completion if at the Court on the First 
Court Hearing Date ASIC foreshadows that, based on information provided to ASIC at that time:  

(a) it proposes to oppose the Scheme; or 

(b) it proposes not to provide a statement under section 411(17)(b) of the Corporations Act in 
relation to the Scheme, 

provided that the parties have first met and consulted in good faith as to whether they wish to 
proceed with the Scheme. 

Automatic termination  

8.3 This Deed will terminate automatically without the need for action by any party in the event that: 

(a) the Scheme Shareholders fail to approve the Scheme by the necessary majority at the Scheme 
Meeting;  

(b) the Court refuses to grant an order convening the Scheme Meeting or approving the Scheme and 
either: 

(i) the parties fail to agree on conducting an appeal under clause 6.5 within 5 
Business Days of the Court's decision; or 

(ii) the parties agree to conduct an appeal under clause 6.5 but the appeal is 
unsuccessful;  

(c) the Scheme is not approved by the Court under section 411(4)(b) of the Corporations Act on or 
before the Sunset Date; or 

(d) the Independent Expert issues its report which concludes that the Scheme is not in the best 
interests of Scheme Shareholders. 

Effect of termination 

8.4 If either Provet, BidCo or Henry Schein terminates this Deed under clauses 3 or 8, this Deed and 
the parties' obligations under it cease, other than obligations under this clause and clauses 7, 9, 
11, 12.4, 1, 15, 16, 17 and 18 which will survive termination. 

8.5 Termination of this Deed does not affect any accrued rights of a party in respect of a breach of 
this Deed prior to termination. 

Court approval 

8.6 Notwithstanding any other provision in this Deed or the Scheme and to avoid any doubt, if the 
Scheme are approved by the Court at the Second Court Hearing Date with or without 
modification pursuant to section 411(4)(b) of the Corporations Act, the parties will have no right 
to terminate this Deed.  
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9 Public announcements and confidentiality 

Announcement of the Scheme 

9.1 Immediately after the parties execute this Deed they must issue a joint public announcement 
about the Scheme in the form of Annexure B of this Deed.  

Public announcements and submissions  

9.2 Except as permitted under clause 9.1 or required under clause 9.5, neither party may make a 
public announcement about this Deed (including any termination of this Deed), the Scheme 
Booklet, the Scheme or the transactions contemplated by any of that documentation unless: 

(a) each other party has approved (acting reasonably) the form of the announcement;  

(b) the law or the Listing Rules requires an announcement to be made, subject to clause 9.5; or 

(c) in response to an announcement made by each other party. 

9.3 None of the parties may make a submission for any regulatory consent under this Deed before 
reasonably consulting with the other party or parties (as appropriate in the circumstances). 

9.4 The parties must use all reasonable endeavours to participate constructively and promptly in the 
consultation contemplated by clauses 9.2(a), 9.3 and 9.5. 

Required disclosure 

9.5 If the law or the Listing Rules require a party to make an announcement or disclosure about a 
matter the subject of this Deed, the Scheme Booklet, the Scheme, or such disclosure is necessary 
to perform a party’s obligations under this Deed, that party may only do so after it has given the 
other party prior notice (of at least one Business Day if possible, subject to complying with all 
applicable laws and duties) and consulted to the fullest extent possible in the circumstances with 
the other party and its advisers about the form and content of the announcement or disclosure 
provided that nothing prevents disclosure in a timely manner in order to comply with applicable 
laws or duties. 

Statements on termination 

9.6 Without limiting clause 9.2, the parties must act in good faith and use all reasonable endeavours 
to issue an agreed joint statement or statements in respect of any termination of this Deed. 

Confidentiality  

9.7 Each party agrees that it is bound by the terms of the Confidentiality Agreement save that the 
terms of this Deed prevail over the Confidentiality Agreement to the extent of any inconsistency.  

10 Conduct of Court proceedings 

10.1 BidCo and Henry Schein may each be represented by counsel at any Court proceedings affecting 
the Scheme. 

10.2 Nothing in this Deed gives any party any right or power to make undertakings to the Court for or 
on behalf of one or more of the other parties without that party's written consent. 
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10.3 Each party will consider, in good faith, providing undertakings to the Court in all Court 
proceedings which it is reasonably required to give to obtain Court approval and confirmation of 
the Scheme as contemplated by this Deed. 

11 Costs and stamp duty 

11.1 Subject to clause 11.2 and 12.4, each party must bear its own costs and expenses (including 
professional fees) incurred by it in connection with the negotiation, preparation and execution of 
this Deed and the implementation or attempted implementation of this Deed and the Scheme. 

11.2 BidCo must pay all stamp duty and any related fines or penalties in respect of this Deed, the 
Deed Poll and the transfer of the Scheme Shares in accordance with the Scheme. 

12 Exclusivity 

No-shop restriction 

12.1 During the Exclusivity Period Provet must ensure that neither it nor any of its Subsidiaries nor 
their respective directors, officers, employees, agents or advisers: 

(a) directly or indirectly solicits, invites, encourages or initiates any enquiries, negotiations or 
discussions, or communicates any intention to do any of these things, with a view to obtaining 
any expression of interest, offer or proposal from any other person in relation to a Competing 
Proposal or potential Competing Proposal; or 

(b) enters into any agreement, arrangement or understanding in relation to, or which may 
reasonably be expected to lead to, an expression of interest, offer or proposal from any other 
person in relation to a Competing Proposal. 

No-talk restriction 

12.2 Subject to clause 12.4, during the Exclusivity Period, Provet must ensure that neither it nor any 
of its Subsidiaries nor their respective directors, officers, employees, agents or advisers enters 
into or participates in negotiations or discussions with any other person, allows any other person 
to undertake due diligence or provides any confidential information to any other person, 
regarding a Competing Proposal or potential Competing Proposal, even if: 

(a) the Competing Proposal was not directly or indirectly solicited, invited or initiated; or 

(b) the other person has publicly announced the Competing Proposal. 

Notification 

12.3 During the Exclusivity Period, if a proposal is put to Provet or any of its Subsidiaries or their 
respective directors, officers, employees, agents or advisers by any person to engage in any 
activity that would, if carried out, breach Provet's obligations in clauses 12.1 or 12.2 (or would 
breach its obligations in clause 12.2 if it were not for clause 12.4), Provet must promptly inform 
Henry Schein of that fact and the key terms of any such proposal (Competing Proposal 
Notice).   

Exception to no-talk 

12.4 Despite anything else in this Deed, the restrictions in clause 12.1(b), and 12.2 do not apply to the 
extent that they restrict Provet from taking or refusing to take any action with respect to a bona 
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fide Competing Proposal (which was not solicited, invited, facilitated, encouraged or initiated by 
Provet nor any of its Subsidiaries nor their respective directors, officers, employees, agents or 
advisers) in circumstances where the Provet Board has determined, in good faith, and acting 
reasonably, and after having taken advice from its legal advisers, determines that not 
undertaking that act would be likely to involve a breach of the fiduciary or statutory duties owed 
by any Provet Director.  

13 Payment of BidCo costs  

13.1 Background 

(a) Each party acknowledges that, if they enter into this Deed and the Scheme is subsequently not 
implemented, BidCo will have incurred significant costs. 

(b) In the circumstances referred to in clause 13.1(a), BidCo has requested that provision be made 
for the payment outlined in clause 13.2(b), without which BidCo would not have entered into this 
Deed. 

(c) The Provet Board acknowledges that it has received legal advice in relation to this clause 13 and 
believes that the Scheme will provide significant benefit to Provet and its Shareholders and that it 
is reasonable and appropriate for Provet to agree to the payments referred to in this clause 13 in 
order to secure BidCo’s participation. 

13.2 Payment of BidCo Reimbursement Fee 

(a) The parties acknowledge and agree that the costs actually incurred by BidCo as referred to in 
clause 13.1(a) will be of such nature that they cannot accurately be ascertained, but that the 
BidCo Reimbursement Fee is a genuine and reasonable pre-estimate of the cost and loss that 
would actually be suffered by BidCo and Henry Schein.  The BidCo Reimbursement Fee is an 
amount to compensate BidCo for costs which include (but are not limited to) the following: 

(i) advisory costs (including costs of advisers other than success fees); 

(ii) out-of-pocket expenses including air fares and hotel accommodation; and 

(iii) commitment fees and other financing costs. 

(b) If: 

(i) a Competing Proposal is announced or made between the date of this 
Deed and: 

(A) if this Deed is terminated by Provet other than for material breach 
of this Deed by BidCo, the Sunset Date; or 

(B) if this Deed is terminated by BidCo other than for material breach 
of this Deed by Provet, the earlier of the Sunset Date and the date 
of that termination, 

and within 6 months of the Competing Proposal being announced or made, 
the person announcing or making the Competing Proposal: 

(C) has a relevant interest (as defined in Chapter 6 of the Corporations 
Act) in at least 50% of the issued shares in Provet as a result of 
the Competing Proposal; or 
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(D) acquires pursuant to the Competing Proposal an interest in all or a 
substantial part of the business or assets of Provet; or 

(ii) any Provet Director publicly recommends, promotes, supports or otherwise 
endorses a Competing Proposal other than following receipt of the 
Independent Expert's Report where in that report the Independent Expert 
concludes that the Scheme is not in the best interests of Provet 
Shareholders;  

(iii) any Provet Director fails to recommend, changes or withdraws their 
recommendation in respect of the Proposed Transaction or announces or 
publicly states they will not vote in favour of the Proposed Transaction, 
except if the Provet Director changes their recommendation or voting 
intention following receipt of the Independent Expert's Report where that 
report concludes (either initially or in any updated report) that the Scheme 
is not in the best interests of Provet Shareholders, 

Provet must within 14 Business Days after receiving a written demand from BidCo (which BidCo 
will give to Provet promptly after occurrence of an event referred to in clause 13.2(b)) pay to 
BidCo the BidCo Reimbursement Fee.  The demand may only be made after the occurrence of an 
event referred to in clause 13.2(b). Provet can only ever be liable to pay the BidCo 
Reimbursement Fee once.   

(c) The BidCo Reimbursement Fee is not payable if Provet terminates this Deed under clause 8.1 or 
BidCo does not pay the Scheme Consideration in accordance with the terms of this Deed and the 
Deed Poll. 

 
(d) Notwithstanding anything else in this Deed, each of Henry Schein and BidCo acknowledges that 

payment by Provet of the BidCo Reimbursement Fee constitutes its sole claim against Provet in 
respect of the matters set out in clause 13.2(b) provided Provet is not in breach of this Deed, and 
each of BidCo and Henry Schein will have no right to make a claim for lost profits, lost 
opportunity or otherwise. 

13.3 Compliance with law 

(a) If the Takeovers Panel or a court determines that payment by BidCo or Provet of all or any part 
of the BidCo Reimbursement Fee (Impugned Amount): 

(i) is unlawful; 

(ii) involves a breach of directors’ duties; or 

(iii) constitutes unacceptable circumstances, 

then: 

(iv) the requirement to pay the BidCo Reimbursement Fee does not apply to 
the extent of the Impugned Amount; and 

(v) if a party has received the Impugned Amount, it must refund it within 10 
Business Days of the determination being made. 

13.4 Regulatory intervention 
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(a) If any regulatory body (including ASIC or the Takeovers Panel) or a court requires any 
modification (including requiring such a modification as a condition of consenting to or approving 
the Scheme or as a condition of not opposing any of the Scheme) to the BidCo Reimbursement 
Fee, including as to the amount or circumstances in which it is to be paid, then:  

(i) the parties will accept this determination and amend this Deed to that 
extent, and  

(ii) it will not result in a breach of this Deed or termination of the transactions 
contemplated by it. 

14 Restriction on acquiring securities 

14.1 Except as otherwise agreed in writing with Provet, Henry Schein and BidCo (whether alone or 
with others) must not, must procure that its Related Bodies Corporate do not, until the Sunset 
Date: 

(a) acquire, purchase or sell or agree to acquire, purchase or sell any securities (or direct or indirect 
rights, warrants or options to acquire any securities) of Provet; 

(b) enter into any agreement or arrangement which confers rights, the economic effect of which is 
equivalent or substantially equivalent to the acquisition, holding or disposal of securities in Provet 
(including cash-settled derivative contracts, contracts for differences or other derivative 
contracts); or 

(c) aid, abet, counsel, procure or induce any other person in doing any of the things mentioned in 
clauses 14.1(a) or 14.1(b). 

14.2 Henry Schein acknowledges that, as a result of its receipt of the confidential information from 
Provet, it may be or be deemed to be in possession of material non-public information (which for 
the purposes of this clause 14.2, includes information which could reasonably be expected to 
have a material effect on the price or value of a company’s securities) relating to Provet or any of 
its Related Bodies Corporate. 

14.3 The restrictions in clause 14.2 will cease to apply if: 

(a) any person announces that it proposes to make a takeover bid, enter into a scheme of 
arrangement or otherwise acquire a relevant interest or voting power in more than 20% of the 
shares of Provet or control of Provet or acquires a relevant interest or voting power in more than 
20% of the shares of Provet or control of Provet or makes, announces, commences or 
implements any Competing Proposal;  

(b) if Provet or any its Representatives breach any of the exclusivity provisions in clause 12; or  

(c) this Deed is terminated. 

15 GST 

15.1 Terms defined in the GST Act have the same meaning when used in this clause 15, or in the 
definition of ‘GST Amount’ unless expressly stated otherwise.  

15.2 Unless expressly stated otherwise, any consideration payable or amount used in the calculation of 
consideration payable under this Deed has been determined without regard to GST and must be 
increased, on account of any GST payable under this clause 15.  
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15.3 If any GST is payable on any taxable supply made under this Deed to the recipient by the 
supplier (Supplier), the recipient must pay the GST Amount to the Supplier on the earlier of: 

(a) the time of making payment of any consideration on which the GST is calculated; and 

(b) the issue of an invoice relating to the taxable supply. 

15.4 The recipient must pay the GST Amount in the same manner as making payment of any 
consideration on which the GST is calculated.  The Supplier must provide as a precondition for 
payment by the recipient of the GST Amount, a tax invoice or a document that the Commissioner 
will treat as a tax invoice. 

15.5 If either party is required to pay, reimburse or indemnify the other for the whole or any part of 
any cost, expense, loss, liability or other amount that the other party has incurred or will incur in 
connection with this Deed, the amount must be reduced by the amount for which the other party 
(or representative member if this is not the other party) can claim an input tax credit, partial 
input tax credit, or other like offset. 

16 Notices 

16.1 Any notice under or in connection with this Deed must be: 

(a) dated; 

(b) in writing and in English; 

(c) addressed as shown below: 

Provet 

Address: 48 Bell-Are Avenue, Northgate, Queensland 4013 

Fax no: +617 3621 6084 

Attention: Company Secretary 

copied to McCullough Robertson at the following address: 

Address: Level 11, Central Plaza Two, 66 Eagle St, Brisbane, Queensland 4000 

Fax No: (07) 3229 9949  

Attention: Reece Walker 

BidCo and Henry Schein 

Address:  135 Duryea Road, Melville, New York, USA 11747 

Fax No:   +1 631 843 5660 

Attention:  General Counsel, Henry Schein, Inc. 

(or as otherwise notified by that party to the other party from time to time); and 

copied to Baker & McKenzie at the following address: 
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Address:  Level 27, AMP Centre, 50 Bridge Street, Sydney, New South Wales 2000 

Fax No:  +612 9225 1595 

Attention:  Frank Castiglia 

(d) signed by the party making the communication or by a person duly authorised by that party. 

16.2 Without limiting any other means by which a party may be able to prove that a notice has been 
received by the other party, a notice will be considered to have been received: 

(a) if sent by hand, when left at the address of the receiving party; 

(b) if sent by pre-paid post, 3 Business Days (if posted within Australia to an address in Australia) or 
10 Business Days (if posted from one country to another) after the date of posting; or 

(c) if sent by facsimile, on receipt by the sender of an acknowledgment or transmission report 
generated by the sender's machine indicating that the whole facsimile was sent to the receiving 
party's facsimile number, 

but if a notice is served by hand, or is received by the receiving party's facsimile, on a day that is 
not a Business Day, or after 5:00 pm on a Business Day in the place of receipt, the notice will be 
considered to have been received by the receiving party at 9.00 am on the next Business Day. 

17 General 

Further acts 

17.1 Each party will promptly do everything necessary, including executing and delivering all further 
documents required by law or reasonably requested by the other party, to implement this Deed 
and the Scheme substantially in accordance with their terms. 

Amendments 

17.2 The parties may only vary this Deed by a document signed by or on behalf of each of them. 

Assignment 

17.3 A party cannot assign, novate, sub-contract, encumber or otherwise transfer any of its rights or 
obligations under this Deed without the other party's prior written consent. 

Consents or approvals 

17.4 A party may: 

(a) give conditionally or unconditionally; or 

(b) withhold, 

its approval or consent in its absolute discretion unless this Deed expressly provides otherwise. 

Invalid or unenforceable provisions 

17.5 If a provision of this Deed is invalid or unenforceable in a jurisdiction: 
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(a) it is to be read down or severed in that jurisdiction to the extent of the invalidity or 
unenforceability; and 

(b) that fact does not affect the validity or enforceability of that provision in another jurisdiction or 
the remaining provisions. 

Remedies cumulative 

17.6 Except as expressly provided to the contrary in this Deed or as permitted by law, the rights, 
powers and remedies provided in this Deed are cumulative with, and not exclusive to, the rights, 
powers or remedies provided by law independently of this Deed. 

Waiver 

17.7 A waiver by a party of a provision of, or of a right under, this Deed is only binding on the party 
granting the waiver if the waiver is in writing and is signed by an authorised officer for the 
waiving party. 

17.8 A waiver is effective only in the specific instance and for the specific purpose for which it is given.  

17.9 A single or partial exercise of a right by a party does not preclude another exercise of that right 
or the exercise of another right. 

17.10 The failure to exercise, or the delay in exercising, a right does not operate as a waiver or prevent 
the party so failing or exercising its right from later doing so. 

Counterparts 

17.11 The parties may execute this Deed in counterparts and all counterparts taken together constitute 
one document. 

Entire agreement 

17.12 To the extent permitted by law, in relation to the subject matter of this Deed, this Deed: 

(a) embodies the entire understanding of the parties and constitutes the entire terms agreed on 
between the parties; and 

(b) supersedes any prior document (whether or not in writing) between the parties. 

17.13 Despite clause 17.12, the Confidentiality Agreement continues to apply to the parties in 
accordance with its terms, except to the extent of any express inconsistency, in which case this 
Deed prevails. 

No merger 

17.14 The rights and obligations of the parties do not merge on completion of any transaction 
contemplated under this Deed. They survive the execution and delivery of any assignment or 
other document entered into to implement any transaction contemplated under this Deed. 

Governing law 

17.15 This Deed is governed by the laws of New South Wales.  Each party irrevocably and 
unconditionally: 

(a) submits to the non-exclusive jurisdiction of the courts of New South Wales; and 
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(b) waives, without limitation, any claim or objection based on absence of jurisdiction or inconvenient 
forum. 

Service of process 

17.16 Each party agrees that a document required to be served in proceedings about this Deed may be 
served: 

(a) by being delivered to or left at its address for service of notices under clause 16; or 

(b) in any other way permitted by law. 

18 Henry Schein guarantee 

18.1 Guarantee and indemnity 

In consideration of Provet executing this Deed at the request of Henry Schein, Henry Schein 
unconditionally and irrevocably: 

(a) guarantees to Provet the due and punctual performance and observance by BidCo of all of the 
obligations contained in or implied under this Deed and/or the Deed Poll that must be performed 
and observed by BidCo (Guaranteed Obligations); and 

(b) indemnifies Provet against all losses, damages, costs and expenses which Provet may now or in 
the future suffer or incur consequent on or arising directly or indirectly out of any breach or 
non-observance by BidCo of a Guaranteed Obligation. 

18.2 Extent of guarantee and indemnity 

This clause 18 applies and the obligations of Henry Schein remain unaffected despite: 

(a) an amendment of this Deed; or 

(b) a rule of law or equity to the contrary; or 

(c) an insolvency event affecting a person or the death of a person; or 

(d) a change in the constitution, membership, or partnership of a person; or 

(e) the partial performance of the Guaranteed Obligations; or 

(f) the Guaranteed Obligations not being enforceable at any time (whether by reason of a legal 
limitation, disability or incapacity on the part of BidCo and whether this Deed is void ab initio or is 
subsequently avoided) against BidCo; or 

(g) Provet granting any time or other indulgence or concession to, compounding or compromising 
with, or wholly or partially releasing BidCo or Henry Schein of an obligation; or 

(h) another thing happening that might otherwise release, discharge or affect the obligations of 
Henry Schein under this Deed. 

18.3 Continuing guarantee 
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  The guarantee in this clause 18 is a continuing security, and remains in full force until all of the 
Guaranteed Obligations have been fully paid and satisfied.  This clause 18 survives any 
termination or full or partial discharge of this Deed. 

18.4 Avoidance 

Henry Schein agrees that if a payment or other transaction relating to the Guaranteed Obligations 
is void, voidable, unenforceable or defective for any reason or a related claim is upheld, conceded 
or settled (each an Avoidance), then even though Provet knew or should have known of the 
Avoidance: 

(a) each right, power, discretion or remedy of Provet and Henry Schein’s liability under this clause 18 
will be what it would have been, and will continue, as if the payment or transaction the subject of 
the Avoidance had not occurred; and 

(b) Henry Schein will immediately execute and do anything necessary or required by Provet to 
restore Provet to its position immediately before the Avoidance. 

18.5 Principal and independent obligation 

This clause 18 is: 

(a) a principal obligation and is not to be treated as ancillary or collateral to another right or 
obligation; and 

(b) independent of and not in substitution for or affected by another security interest or guarantee or 
other document or agreement which Provet or another person may hold concerning the 
Guaranteed Obligations. 

18.6 Enforcement against Henry Schein 

Provet may enforce this clause 18 against Henry Schein without first having to resort to another 
guarantee or security interest or other agreement relating to the Guaranteed Obligations. 
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