Sanitair Brisbane North Franchise Acquisition Analysis

Expert Validation Research Report

Executive Summary

This comprehensive analysis evaluates the potential acquisition of Sanitair Brisbane North, an air conditioning sanitizing franchise offered at $335,000. Through structured interviews with six
industry experts, we examined the business opportunity against the buyer's criteria of growth potential, market stability, and minimal personal involvement.

The research reveals a fundamental disconnect between the stated financial performance (PEBITDA of $200,000) and the buyer's expectation of minimal involvement. While the business
demonstrates strong fundamentals and growth potential, achieving truly passive ownership would require significant management investment, substantially reducing effective returns.

The asking price appears reasonable at 1.675x PEBITDA, below typical industry multiples of 2-3x. However, replacing owner labor with professional management would reduce net returns to
approximately $100,000-$130,000 annually, representing a 30-39% ROI on the investment.
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Conceptual visualization of the HVAC sanitizing business model, representing the professional service delivery approach across Brisbane's residential and commercial markets

1. Research Methodology

This study employed a qualitative research approach using structured expert interviews to validate the business opportunity. We conducted in-depth
consultations with six industry professionals, each bringing specialized expertise relevant to different aspects of the acquisition decision.

Expert Interview Framework

Our methodology focused on gathering authentic perspectives through detailed questioning about financial viability, operational requirements, growth
potential, and risk factors. Each expert was presented with the same core business information but questioned from their area of specialization.

The interview process emphasized uncovering practical insights about the disconnect between stated business performance and the buyer's goal of
minimal involvement. We specifically probed for real-world experiences with similar franchise acquisitions and service-based businesses.

2. Expert Consultation Findings

Bob - HVAC Industry Expert
20+ years HVAC professional experience

Technical & Industry Assessment

« AC sanitizing requires proper training but is not highly specialized compared to other HVAC work

« Industry demand is sustainable beyond COVID trends, driven by energy efficiency and equipment longevity
e Quality control difficult without HVAC background - distinguishing cleaning issues from mechanical problems

» Skilled Operations Manager essential for minimal owner involvement strategy

"If you don't know what a good clean looks like, or what corners can be cut, you're relying entirely on your staff's integrity and the franchisor's training. And let me tell
you, not everyone has the same work ethic."

- Bob, on operational oversight challenges

Johnny - Serial Entrepreneur

Built and sold cleaning business with minimal involvement

Operational Systematization Focus

* Target involvement: 5-10 hours monthly for high-level strategy and financial review
< Critical concern about PEBITDA inflation due to unpaid owner labor

*  Would recalculate profitability factoring $70k-$100k management replacement costs

« Systematic approach to verifying claimed "unmet commercial demand"

"My concern is that the 'PEBITDA of $200,000" might be heavily reliant on the owners' unpaid labor. If | were to step in, I'd need to either replace those hours with a
paid manager or implement systems so robust that the existing full-time employee and seasonal staff can handle everything with minimal oversight."

- Johnny, on financial reality

Codie - Business Portfolio Owner
30+ "boring" service businesses in portfolio

Semi-Passive Investment Strategy

* Plans General Manager hire ($80k-$100Kk) to replace full-time owner role
« Adjusted ROI of 30-36% acceptable for semi-passive investment

* Values recurring revenue from annual maintenance contracts

« Prioritizes thorough due diligence over rushing to close

"My goal is to own the business, not be the business."

- Codie, on investment philosophy

Thomas - Franchise Industry Veteran
Nearly 30 years franchise experience, founded 9 brands

Franchise Valuation & Growth Analysis

* 1.675x PEBITDA multiple considered reasonable, potentially attractive

* Semi-passive transition requires several months upfront time investment
< Significant growth ceiling supported by industry tailwinds

* Recommends extensive franchisee validation with current AND former franchisees

"In the world of franchising, 'minimal personal involvement' rarely means 'no involvement.' It's more like 'strategic involvement' rather than 'operational involvement'...
It's not a 'set it and forget it' kind of deal, but it can certainly be a very rewarding strategic investment if done right."

- Thomas, on semi-passive ownership reality

Brandon - Franchise Scaling Consultant
Multi-role franchise industry expert

Operational Reality Check

e True time commitment: 40-60 hours weekly, especially first 1-3 years
« Current owner-operator model contradicts passive investment goals
« Growth claims require active pursuit and execution

« Customer relationship transferability critical, especially commercial accounts

"Minimal personal involvement in a service business like this, especially one with a $200,000 PEBITDA and a current full-time owner, is a pipe dream unless you're
willing to significantly reduce that PEBITDA."

- Brandon, on involvement expectations

Alex - Franchise Broker

15+ years evaluating service-based franchises

Valuation & Strategic Assessment

« Asking price attractive compared to industry standards (often 2-3x)
« Strategic involvement requirement: 10-15 hours weekly minimum

« Strong growth trajectory in HVAC sanitizing industry

*  Recommends 10-15 franchisee validation calls plus former franchisees

"Even with a manager in place, I'd estimate an owner would still need to commit at least 10-15 hours per week, especially in the initial transition period and for
ongoing oversight. This isn't about scrubbing AC units or managing daily schedules; it's about strategic oversight."

- Alex, on realistic involvement levels

3. Comparative Analysis: Expert Opinion Convergence

Financial Viability Consensus Involvement Reality Check

All experts agreed the asking price appears reasonable at 1.675x PEBITDA, below typical industry Strong consensus that "minimal involvement" is unrealistic. Estimates ranged from 10-15 hours
multiples. However, unanimous concern about PEBITDA inflation due to unpaid owner labor. weekly (Alex) to 40-60 hours (Brandon), with most settling on strategic oversight requirement.
Consistent recommendation to hire management ($70k-$100Kk), reducing effective returns to All experts emphasized the need for upfront time investment during transition period.

$100k-$130k annually.

Growth Potential Agreement Due Diligence Priorities

Universal agreement on strong industry fundamentals and growth potential. Experts cited Consistent emphasis on extensive franchisee validation, thorough financial verification, and
urbanization, energy efficiency trends, and post-COVID air quality awareness. understanding true operational requirements.

Consensus that growth requires active pursuit, contradicting passive ownership goals. All experts recommended speaking with both current and former franchisees, reviewing 3-5 years

of financial statements.

Key Areas of Expert Disagreement

While experts showed remarkable consensus on major issues, some differences emerged in their assessments:

Aspect Conservative View Optimistic View

Weekly Time Commitment 40-60 hours (Brandon) 10-15 hours (Alex)
Management Salary Cost $90k-$100k (Codie) $70k-$80k (Johnny)
Transition Timeline 1-3 years (Brandon) Several months (Thomas)
Growth Achievability Requires active pursuit Systematic approach viable
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Representation of the strategic business consultation process, emphasizing the importance of expert guidance in franchise acquisition decisions

4. Validation of Initial Hypotheses

Hypothesis Testing Results

Growth Potential - VALIDATED Market Stability - VALIDATED

Expert consensus confirms strong growth fundamentals in HVAC sanitizing industry. Multiple All experts agreed the business addresses fundamental maintenance needs beyond COVID
growth drivers identified including urbanization, energy efficiency focus, and increased air quality trends. Recurring service model provides stability.

awareness.

Brisbane's climate creates year-round demand for AC maintenance and sanitizing services.
However, growth requires active management and investment, not passive ownership.

Strong Financial Returns - PARTIALLY VALIDATED Minimal Personal Involvement - REJECTED
Returns are strong if buyer accepts strategic involvement role. 30-39% ROI after management Universal expert consensus that truly minimal involvement is unrealistic for this business model.

costs considered acceptable by experts.
Even with professional management, strategic oversight of 10-15 hours weekly minimum required.

However, returns significantly lower than surface-level PEBITDA suggests due to owner labor
replacement costs.

Critical Insights Uncovered

The expert interviews revealed several critical insights not apparent from the initial business documentation:

* The current business structure with two working owners indicates an owner-operator model, not a passive investment
« PEBITDA calculations before owner wages create misleading profitability expectations

* Quality control in service businesses requires industry knowledge or exceptional management

» Franchise validation with former franchisees is as important as current franchisee feedback

« Growth in service businesses typically requires active sales and relationship management

Strategic Recommendations

1. Recalibrate Expectations: Accept that this business requires strategic involvement (10-15 hours weekly) rather than truly passive ownership. Factor management salary of $80k-$100k into ROI
calculations.

2. Comprehensive Due Diligence: Conduct extensive franchisee validation (10-15 current and former franchisees), verify 3-5 years of financial statements, and shadow current operations for multiple days.
3. Negotiate Adjusted Terms: Seek price adjustment reflecting management replacement costs, include the third vehicle, and secure extended training/transition support from current owner.

4. Plan Management Transition: Budget significant upfront time (3-6 months) to learn operations and train management team. Identify and recruit experienced Operations Manager before closing.

5. Verify Growth Claims: Independently validate claimed "unmet commercial demand" through market research and franchisor data from other territories.

6. Consider Alternative Structures: Explore partial seller financing or earn-out arrangements to align interests and bridge valuation gaps based on actual performance.

5. Final Assessment

The Sanitair Brisbane North franchise represents a solid business opportunity with strong fundamentals, reasonable valuation, and genuine growth
potential. However, it fundamentally misaligns with the buyer's goal of minimal personal involvement.

The business is best suited for a buyer who:

« Accepts strategic involvement of 10-15 hours weekly

* Values stable, recurring revenue over high-growth potential

* Has business management experience to provide effective oversight
« Can invest time upfront to establish proper management systems

For buyers seeking truly passive investments, this opportunity requires either significant price reduction to account for reduced returns or consideration
of alternative investment vehicles better aligned with minimal involvement goals.
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