Business Case Study

Golden Age Assisted and Retirement Living Service

Finance

The statistics are clear: by 2011, 1 in every 5 Canadians will be at retirement age.  By 2031, that number escalates to 1 in 4.  The “Baby Boomer” generation is reaching the age of retirement and senior status.  And with the large numbers of seniors, there will be a great need for quality senior homecare service.

Golden Age Assisted and Retirement Living Service wants to be the choice for the new group of aging seniors.  Golden Age has been operating locally in Ontario for 20 years.  The president, Charles Robbins, has decided that it is now time to expand the business and begin opening new care centres in all of central and eastern Canada.  The management team agrees with the vision of the president.  The question they must answer is what strategy will they take in opening the new centres, and how will they finance their expansion?

Company Background

In 1986, Charles Robbins founded Golden Age, an assisted and retirement living service centre in Toronto, Ontario.  Coming from 20 years of medical facility administrator positions, Robbins determined that his calling was to open a quality assisted and retirement living service that would far surpass the quality he observed in other facilities.  

His first facility had 25 available individual apartments for seniors.  Robbins saw that his facility offered not only the best quality in living conditions, but also in care and amenities.  Three delicious meals were served each day in the attached dining area.  Each week, residents were offered a variety of engaging activities and entertainment.  Apartments were cleaned weekly with housekeeping and linen services.  And of course, a staff of medical professionals was available 24 hours a day.  

Robbins saw an opportunity to expand his operation in the 1990s when a 50-room facility became available after a competing service went bankrupt.  Robbins bought the facility and made the renovations necessary to facilitate his desired level of service for his residents.  

Since then, Robbins has nurtured Golden Age into 10 centres in Toronto, Ottawa, Hamilton, and London, with the corporate headquarters located in Toronto.  His centres range from 20 room facilities to a 100 apartment assisted living centre.

With the services and amenities offered for residents, the average revenue per resident per day is $100, which is below the industry average of $120 per resident per day.  Total revenues for 2008 were $11.7 million.  

The Golden Age Difference 

Mission Statement

Charles Robbins developed a mission statement for Golden Age that states:  

Golden Age provides community residential and medical care for seniors and adults with special needs in an engaging environment that is comfortable, creative, and independent, allowing residents to live with respect and dignity on their terms.  

The difference, as Robbins sees it, is that Golden Age provides the “plus” care that other facilities and centres do not.  In an average assisted living centre, residents get the minimum amount of care with the bare essentials, meaning room, board, and an invisible staff only around when needed.  

Amenities Make the Difference

At Golden Age, assisted living facilities have well designed, and spacious individual apartments range from studios to 2-bedroom sizes.  Each apartment has an emergency call system if residents have a need to contact available staff.  Full assisted living care is available for those who need help with certain daily activities, such as medication management, bathing, dressing, grooming, mobility support, laundry, housekeeping, and more.

Other amenities include:

· 24 hour exercise rooms

· Weekly in-house activity and entertainment schedules

· Regular excursions to events and live entertainment

· Beautiful, landscaped grounds

· Weekly housekeeping and linen service

In short, Golden Age provides a person-centred approach to senior assisted living care.  Each resident is viewed as an individual with unique needs and values and has the right to control decisions made about his or her life.    

A New Age For Seniors 

The Boomers Come of Age

Robbins has kept a close tab on his assisted living centres and monitored the demand year after year.  He discovered some interesting trends as a result of his research about the population of retirees and seniors as the Baby Boomer generation reached and surpassed retirement age.

Baby Boomers are the generation of children born between 1945 and 1960.  As of 2005, when this generation began to reach the age of 60, the next wave of retirees became the fastest growing demographic in Canada.  In all, Baby Boomers account for almost one-third of the country’s 32 million people.  

Other interesting facts that could affect the future of Golden Age include the following:

· Saskatchewan has the largest proportion of seniors of any province, with 15.4 percent being senior age.  

· Quebec has over 1 million people age 65 and older, consisting of 14.6 percent of the provincial population.

· By 2011, 1 in every 5 Canadians will be retirement age.  1 in 4 Canadians will be retirees by the year 2031.

The conclusions from the data Robbins surveyed was that there will be an extreme demand and need for retirement and assisted living care facilities for the approaching seniors in Canada, particularly in Eastern Canada.

Expansion Strategy 

With the prediction of more seniors in the future, Robbins has convinced his management team that Golden Age is poised to become a prime location for aging senior care with the right expansion strategy.  

Robbins’s team was charged with locating cities and communities where Golden Age would be successful.  They returned with a large list of potential expansion cities in central and eastern Canada.  The largest communities with the most potential for offering the amenities so closely associated with Golden Age were the ones chosen, including:

	Ontario
	Quebec
	 
	Manitoba
	Saskatchewan

	Toronto
	Montreal
	
	Winnipeg
	Saskatoon

	Ottawa
	Quebec City
	
	Brandon
	Regina

	Kitchner
	Sherbrooke
	
	
	

	St Catherines-Niagra
	Saguenay
	
	Nova Scotia
	New Brunswick

	Oshawa
	Trois-Rivieres
	
	Halifax
	St. John

	Windsor
	Saint-Jean-sur-Richelieu
	
	Cape Breton
	Moncton

	 
	Drummondville
	
	 
	Fredericton


In these targeted cities, Robbins has made a goal of expanding to 30 facilities by the year 2015, and 40 facilities by 2020.  To reach his first short-term goal, his plan is to open 6 facilities per year for the next 5 years.

To Buy or To Build

One of the biggest questions to answer in the Golden Age expansion project is whether to purchase existing buildings and facilities that are already mostly equipped for assisted living, acquire existing assisted living companies, or to design and build new facilities.  

In many of the bigger cities, there is the possibility of acquiring existing structures and facilities.  However, in communities with populations less than 150,000, it is likely that new buildings will need to be constructed to meet the needs and mission goals of Golden Age.  

Though construction costs will vary depending on the location of the site, it is expected that each new-construction facility will cost an average of $7 million, including land purchase.

Vacant building purchases will need to meet requirements of Golden Age specs.  Minimally, each location should be able to hold at least 20 apartments.  The maximum capacity that Golden Age wishes to purchase is up to 100 apartments.  Purchase prices are expected to be between $2 million for smaller facilities up to 20 rooms and upwards of $10 million for larger facilities up to 100 rooms.  Renovation costs are estimated to be 50% of the purchase price.

The Need For Financing

Although Golden Age has some cash reserves, they are not sufficient to fully finance an expansion plan as big in scope as Mr. Robbins has proposed.  Capital financing for such a project will come from a variety of sources.  

Given the quality of care residents receive and the sound business strategies Mr. Robbins has established, are investors and lenders likely to finance such an expansion project?

Strictly speaking, loans alone will over-extend Golden Age’s liabilities.  What are some other options to raise the internal capital needed to fund the expansion?  How much will be needed in both loans and internal capital?

How much financing will Golden Age need for the next 5 years to reach their goal? 

Where are the best locations to start the expansion of Golden Age Retirement Centres?

Can you give an estimate of projected income/expenses over the next 5 years if the expansion project proceeds as planned?

How will Golden Age continue maintaining liquidity and cash flow during the expansion?

EXHIBIT 4

EXPANSION CITIES AND POPULATIONS

	Ontario
	 Pop 
	 
	Quebec
	 Pop 

	Toronto
	 5,113,149 
	 
	Montreal
	 3,635,571 

	Ottawa
	 1,130,761 
	 
	Quebec City
	    715,515 

	Kitchner
	    451,235 
	 
	Sherbrooke
	    186,952 

	St Catherines-Niagra
	    390,317 
	 
	Saguenay
	    151,643 

	Oshawa
	    330,594 
	 
	Trois-Rivieres
	    141,529 

	Windsor
	    323,342 
	 
	Saint-Jean-sur-Richelieu
	      87,492 

	 
	 
	 
	Drummondville
	      78,108 

	
	
	
	
	

	
	
	
	
	

	Manitoba
	 Pop 
	
	Saskatchewan
	 Pop 

	Winnipeg
	    694,668 
	
	Saskatoon
	    233,923 

	Brandon
	      48,256 
	
	Regina
	    194,971 

	
	
	
	 
	

	
	
	
	 
	

	Nova Scotia
	 Pop 
	
	New Brunswick
	 Pop 

	Halifax
	    372,858 
	
	St. John
	    122,389 

	Cape Breton
	    105,928 
	
	Moncton
	    126,424 

	
	
	
	Fredericton
	      85,688 


