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This document provides an overview of the business operations of Metro Cycles.  
The authors have endeavoured to ensure the accuracy of this information but 
reserve the right to correct or amend it if required. Audited financial statements 
will be made available to approved applicants.  
The recipient of this information must be responsible for making their own 
investigations in relation to the business and not rely on warranty or statement 
made by the business owners or anyone acting on their behalf. 

Metro Cycles is an independent local bike shop in Newcastle NSW 
offering sale, service and hire of bicycles. It has the region’s largest 
selection of quality commuter, trekking and utility bikes with over 100 
electric and non-electric bikes on display plus an extensive range of parts 
and accessories.  
It is located in the heart of the rapidly developing CBD, close to the city 
transport interchange, government offices, harbourside precinct and 
hundreds of new apartments.  
Metro Cycles has a long-term, low-cost lease of its renovated premises 
which include 220m2 floorspace, an additional 100m2 storage in 
mezzanine lofts plus fully equipped workshop and administration facilities. 
The business has grown rapidly in its eight years of operation and has 
significant potential for future growth. It currently employs five staff, has 
annual revenue exceeding $1.5 million and over $500,000 stock on hand. 
Metro Cycles is a partnership owned and operated by Lyn Patrick and 
Bernard Hockings since October 2014. They’ve worked hard to create a 
successful business which they are now offering for sale to enable people 
with new energy and ideas to build on their achievements and take 
advantage of significant opportunities for growth and improvement.  
Lyn and Bernard are happy to take as long as is needed to find the right 
people and help them learn operation of the business. If you’re keen to 
explore this opportunity, please complete and return the linked 
Expression of Interest and Non-Disclosure Agreement.    

For more information, please contact Bernard:                                                          
0438 556378 or bernard@metrocycles.com.au 
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The business 

Sales 
Metro Cycles’ core activity is the sale of quality commuter, trekking and utility bikes. It has over 100 bikes on display including over 40 brands, offering 
its customers a wide selection of bikes and a broad range of budgets. Metro Cycles’ role, as an independent bike store, has been to source bikes that 
offer the best value for money, from economy models to top of the range. 
Metro Cycles was the first store in the region to offer the new generation of quality European and US e-bikes and has enjoyed the rapid growth in their 
uptake while continuing to provide an extensive range of non-electric bikes. 

Commuting and recreational bikes 
Commuter cycling has experienced significant growth in recent years and has great potential for further growth as more people realise the economic, 
time and health benefits of transport cycling.  
Metro Cycles has been at the forefront of promoting bikes for sustainable transport and healthy lifestyles. Its commuter range includes practical, 
comfortable, upright European style bikes, folding bikes, sports commuters and stylish urban all-rounders.  
Key electric and non-electric commuter brands include:  
AVE, Brompton, Breezer, Dyson, Electra, Fairdale, Fuji, Gazelle, Gomier, Jamis, Kalkhoff, Lekker, Leon NCM, Linus, Moustache, O2 Feel, Omnium, 
Orbea, Riese and Muller, Tern, Tokyo, Velectrix, and XDS. 
For children, Metro offers Firstbike and Byk.   

Picture: Jonathon Carroll. Newcastle Herald Picture: City of Newcastle 
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Cargo bikes 
Newcastle has become Australia’s cargo bike capital. Its size, terrain 
and demographics have encouraged strong uptake of bikes capable of 
carrying kids, pets and cargo. Metro Cycles has offered the largest 
range of cargo bikes in Australia, including taxi bikes, longtails, box 
bikes and bakers bikes.  
Cargo bike brands include Babboe, Benno, Bicicapace, Gazelle, 
Moustache, O2 Feel, Omnium, Orbea, Pashley, Riese and Muller, 
Tern, Tribe, Trio, Urban Arrow and Yuba.  

Adventure bikes 
Metro Cycles offers top brand bikes for around-the-world touring and 
adventures off the beaten track – that can also serve as capable 
commuters Monday to Friday.  Brands for on-road, gravel and single 
track include Bombtrack, Breezer, Genesis, Salsa, Soma, Surly and 
Vivente. 

Parts and accessories 
Metro Cycles has an extensive range of baskets, panniers, frame bags 
and racks for carrying little or large loads – making everyday cycling 
easier and more enjoyable. Metro also stocks a unique range of lights, 
mirrors, locks, grips and saddles as well as the region’s largest 
selection of tyres and tubes.   
P&A  brands including leading European, UK and US brands: 
Apiduara, Axa, Abus, Agu, Basil, BBB, Berthoud, Blackburn, Bontrager, 
Brooks, Carradice, Continental, Deuter Ergon, Giro, Michelin, Nutcase, 
Ortlieb, Pelago, Racktime, Schwalbe, Son, Shutter Precision, Thule, 
Topeak, Trelock, Tubus, Vaude, Velo Orange and Zefal.  

Mechanical services 
Metro Cycles has a team of professional mechanics that assemble and service bikes it’s sold. Metro had up to four full-time mechanics servicing any 
bikes, but chose to wind-back that service to ensure time and resources could be applied to servicing the 6,000+ bikes that have been purchased from 
Metro Cycles to date.  
Metro Cycles is the region’s most experienced service centre for e-bikes and was among the country’s first accredited Bosch service centres. It offers 
fitting of after-market electric-assist kits which is a practical and affordable way to promote uptake of cargo bikes and commuters. Metro’s mechanics 
offer custom building of high quality trekking and commuter bikes and specialise in belt-drive, Rohloff builds. 

Picture: Max Mason-Hubers. Newcastle Herald 
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Hire 
Metro Cycles has up to 20 folding, road and mountain bikes available for short and long term hire.  
Profit from hire has been modest – it can be time-consuming and incur costs for maintenance and 
replacement. However, bike hire is a valuable service to visitors to the city and attracts customers to the 
shop. The fleet of hire bikes can be supplemented with stock that is bought from clearances, traded-in, 
shop-soiled or slow to sell. Hire bikes are also valuable as courtesy bikes for customers waiting for a 
new bike or having their bike serviced.  
Metro’s fleet of Brompton folding bikes have been the best value hire bikes – low maintenance, easy to 
transport, versatile and fun to ride. They can also be lent as test bikes to customers considering buying 
a Brompton.  
Newcastle’s automated city bike hire scheme has recently ceased operation, creating a significant 
increase in demand for Metro Cycle’s hire bikes and identifying potential for expansion. 

Training and social events 
Metro Cycles has been a hub for cycling culture in Newcastle and has hosted highly successful social 
events such as the Cycle Touring Party and Newie Night Rides. Metro’s support for commuter and 
cargo bikes has been a key resource enabling uptake of active transport  in the region.  
Metro Cycles has run regular training classes on bike maintenance and urban cycling skills and have 
been contracted by Newcastle Council and Bicycle NSW to deliver popular community workshops. 

Customers 
Metro Cycles’ success has been achieved by providing personalised, quality service. Its growth has 
been built on strong support from its local community and word-of-mouth recommendations. Metro staff 
have created a welcoming environment for diverse cultures from students to wealthy retirees. Metro has 
developed an excellent reputation with consistent 5 star Google and Facebook reviews and has over 
1,000 followers on social media. 

Hours 
Metro Cycles trading hours are 8am to 6pm Monday to Friday and 9am to 2pm Saturdays. It closes 
most public holidays. 
A quarter to half of weekly sales revenue is brought in on Saturdays. In its first few years of trading, 
Metro opened on Sundays and public holidays but found the demand on staffing too great.  Opening 
seven days a week could generate a significant increase in sales given the growing customer demand.  
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The owners 
Lyn and Bernard have been prominent sustainable transport advocates and are well respected by their community 
for their work supporting cycling.  
Lyn previously worked as a Landscape Architect in local government and private practice. Her achievements 
include integrating active transport in civic projects and early design work on Fernleigh Track and Wallsend 
Glendale Tramway Track, which are now the region’s most popular cycle paths.  

Bernard worked as a carpenter and builder. In later years he was among the 
country’s leading sustainable development advocates. His career included being 
Environmental Manager for the Master Builders Association, advisor to Australian 
and NZ regulatory bodies and working with former US Vice-President Al Gore as a 
climate change advocate to business and community groups. 
Travel and opportunities to study cycling infrastructure in Europe, motivated Lyn 
and Bernard to focus on promoting active transport as an effective way to achieve 
more sustainable cities and happier, healthier lifestyles.  
They were principal organisers of Newcastle Bikefest in 2012 which attracted over 
10,000 people to a two-day event promoting all aspects of cycling. Bikefest 
included displays from local retailers, art exhibits, fashion parades, theme-based 
cycle tours and a road race hosted by Olympian Robbie McEwan. It won that 
year’s national Bicycle Industry Association and Bicycle NSW awards for best 
event and marked a turning point in the growth of active transport in Newcastle.  

The success of Bikefest in 2012 highlighted the need for greater support for transport cycling. Bike shops in Newcastle, and most of the country at the 
time, focused on sports bikes, not commuter cycling. Lyn and Bernard started modest sales of Gazelle Dutch bikes from their home, then in 2014 
renovated a run-down warehouse and opened Metro Cycles. The initial business plan was for a low-key retail business serving a niche market, staffed 
by Bernard and one part-timer. However, Metro Cycles expanded more quickly than expected. 
Turnover grew each year and the shop floor area and staffing tripled. The owners were constantly 
striving to keep pace with growing demand and now enjoy a stable, successful business.  
Bernard is now over 60, Lyn is a few years younger. They have other interests that they’d like time 
to pursue and recognise that new energy is needed to continue Metro’s growth and take advantage 
of new opportunities. They have a strong commitment to ensuring Metro Cycles’ ongoing success 
and the continuation of the strong relationships it has built with its customers and suppliers.  
Lyn and Bernard will offer flexible terms of sale and will take whatever time is required to enable the 
right people to take ownership of Metro Cycles. They’ll provide comprehensive handover support 
and will then be happy to step back and let new owners make their own way or provide continuing 
assistance as part-time employees.   
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Location and premises 
A major asset of Metro Cycles is its location and premises at 2 Bellevue St Newcastle West, just off 
Hunter St at Bank Corner which was, for many decades, the centre of town and is still a highly 
recognised location.  
The store is in the centre of the rapidly developing CBD, within a few hundred metres of: 

• the Newcastle transport interchange and multi-storey public car park 
• Marketown - the largest city shopping centre 
• vibrant Newcastle harbour waterfront 
• Council offices and new public service building with 400 staff 
• hundreds of new residential apartments 
• intersection of current and soon-to-be built cycle paths to the harbours, beaches and 

surrounding suburbs.  
Bellevue St and adjacent Beresford Lane, offer an attractive, safe location for test-riding bikes. The 
neighbouring Bank Corner Café creates a relaxed, welcoming atmosphere and provides a place for 
customers to enjoy coffee or lunch while their bikes are serviced. 
There’s usually on-street, short-term car parking available nearby. There are hundreds of all-day 
spaces available at the Wilson Parking station at the former Store site, 400 metres from the Metro 
Cycles shop and at Throsby Carpark on nearby Honeysuckle Drive.  
Newcastle West is well serviced by bus, train, light rail and ferry public transport. 
  

Proposed neighbouring West Village development 

Picture: Simone De Peak. Newcastle Herald 

Interchange and government offices 

https://www.google.com.au/maps/@-32.9259198,151.7589882,17z
https://fb.watch/h2DmOzo7MF/
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Lease 
Metro Cycles has a valuable, long-term, registered lease. The current 5 year term ends in July 
2025. There is an option for an additional 5 year term until July 2030. When the lease commenced 
in 2014, the premises were a run-down warehouse. Since then, significant resources have been 
invested in creating an attractive destination for customers and a comfortable, efficient space for 
staff. A valuation, undertaken five years ago, placed the market value of the lease at 2 to 3 times 
the amount being paid. 
The current rent is $35,569 (exc. GST) per annum, paid quarterly in advance.  Rent increases 
annually by CPI. Upon commencement of an additional 5 year term, the rent can increase in line 
with market valuation, to a maximum of 10%.  
The two storey building structure is in poor condition. The landlord is responsible for maintenance 
of the building – the tenants are responsible for fit-out. If normal trading is interrupted while the 
building owner conducts essential maintenance work, the lease provides for compensation to 
Metro Cycles of $500 per day.  
If the lease is terminated early by the owner, because the building has become unsuitable for 
occupation, the lease requires payment by the landlord to the tenant of, whichever is the greater:  

• the amount equal to the remaining rent, including option periods (currently $265,000 ex GST) 
• the value of fit-out and relocation costs (current estimate $300,000). 

It is probable that the building will be sold and/or redeveloped at some stage in the future. If the 
building owners wanted to terminate the lease early to enable sale or redevelopment, they’d have 
to negotiate suitable compensation with the tenants.  
All equipment and fitting remain the property of the tenant and would be transferred to new 
business owners.  
The lease includes the option to assign the lease to another lessee.   
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Facilities 
Floor area is 220 m2 which includes: 

• approximately 130m2 floor space for bike display  
• a 50m2 multi-purpose storage, workshop and training space 
• approximately 100m2 storage space in elevated lofts, 
• 20m2 administration area 
• three fully equipped mechanical workstations and bike wash area  
• six computer workstations  
• two independent CCTV and security systems, power failure alert and back-up power supply  
• staff kitchen, lockers, toilets and shower.  
• shared recycling and bin storage area. 

The leased area has expanded three times since opening. Each expansion included creating 
non-loadbearing partitions that create a practical mix of floor and wall space for product displays, 
workshop, admin and storage space. Partitions could be easily removed if more open display 
space is required. 
The current open frontage to Bellevue St has worked well. There is existing Development 
Consent for a glazed shopfront to the entrance which would cost in the order of $10,000 and 
could reduce noise and dust, improve security and enable air-conditioning. 
A fire safety audit of the premises has been conducted. There has been no requirement to 
update the property as it is an existing building and there’s been no change in approved use. 
Works that could be undertaken to improve fire safety are: 

• the security gate at the Hunter St entrance should open outwards and be set back from the 
boundary 

• there should be a 900 wide, set-back fire exit in the Bellevue St entrance 
• improved emergency lighting, extinguishers and signage 
• if the rear 53m2 workshop and store area is incorporated in display space, it would need to 

include an outward opening exit to Hunter St.  
The security gate to Hunter St is the building owner’s responsibility. Other improvements should 
be assumed to be the tenant’s responsibility though the building owner may contribute.  
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Financial overview 
All figures exclude GST unless noted otherwise and may be rounded up or down to the nearest thousand dollars or 1%. 

Sales 
The rapid growth of Metro Cycles is demonstrated by its steadily increasing sales 
revenue from approximately $300,000 in the first year of trading to $1.5m last 
financial year.  
Last financial year included shutting down for three weeks due to several staff having 
Covid.  
The consistent increase in turnover has been achieved without any advertising in 
traditional media, Google or social media.  
The target for optimum annual turnover has been $1.5 to 2.0 million, based on Metro 
Cycles’ current business model. This would probably be achieved in the next few 
years by business-as-usual growth.  
The proportion of revenue derived from e-bikes has grown each year. Non-electric 
bikes and parts and accessories remain a significant part of total revenue, 
complementing e-bike sales and defining the identity of the business.  Service jobs 
are a small part of revenue but help maintain a well-resourced workshop which is 
essential for assembling and servicing customers’ bikes.  

Stock  
Earnings have been re-invested into increasing stock and shop assets. Metro Cycles 
started trading with about $70,000 in stock and have added over $500,000 during eight 
years of trading.  
 
Stock on hand  (5 Dec ’22) Cost Sale price Margin 
e-bikes $232,900 $326,100 29% 

other bikes $147,400 $232,800 37% 

parts & accessories, misc $232,100 $413,700 44% 

Total $ 612,400 $972,600 37% 
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Metro Cycles has a relatively small proportion of stock that is aged or slow to sell. The cost of stock on hand purchased more than 12 months ago is 
approximately $63,000 of which $16,000 is for bicycles.  
Metro Cycles’ stock is usually not “model-year” dependent so there is generally no need to discount superseded stock. On the contrary, the steady 
increase in the cost and retail price of bicycles and accessories has meant that the value of aged stock on hand can increase. 
Interruptions to supply caused by the Covid 19 pandemic, meant stock had to be purchased in large quantities, in advance, when it was available.  This 
has led to the ratio of stock on hand to annual turnover being about 35%. The optimum ratio is 25 to 30%. 
Metro Cycles has used Lightspeed point of sale and inventory management software since March 2019. A thorough stock count and check of product 
details was conducted at the end of 2021. Another review of quantities and pricing should be completed to confirm current stock value. 

Assets 
Metro Cycles has continually invested in improving facilities, resources and 
operating systems. 
The metrocycles.com.au website provides a valuable introduction to our 
business and currently list over 600 selected products. Metro Cycles has 
secured all related domains including .com.au, .net.au and .au.  
Metro Cycles point of sale and inventory management system includes 
nearly 8,000 items with over 3,000 in-stock products, which represents a 
significant investment in staff knowledge and time. Stock management, 
communications and file servers are all web-based enabling staff to work on 
site or remotely. 
  

Assets  Cost Subtotal 
Premises and equipment  $161,677 
Shop refurbishment and fit-out $125,734  
Workshop equipment $11,082  
Computer equipment $20,368  
Office equipment $4,493  
IT  $60,000 
Website, online sales, domains $30,000  
Point of sale and inventory management data 
including product sales and customer records  

$30,000  
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Outgoings 
Rent is $35,569 (exc. GST) per annum payable quarterly in advance.  
There is no cost for rates or water supply – they are paid by the building owner.  Electricity has cost about $450 per quarter. There is approval to install 
5kW of solar panels on the roof which would have a pay-back of less than five years. 

Profit 
Net profit for 2021-22 was $256,010 which was 17.5% of $1,461,849 turnover  

An amount to write-down the value of stock-on-hand is currently being calculated, which will reduce our taxable profit for last financial year to about 12% 
of turnover. 
Cost of sales (stock) is about 65% of revenue. Operating expenses (staff, rent, etc) has been 18% of revenue delivering 17% profit.  

Staffing 
Our current staffing includes approximately 210 hours per week or 5 full-time equivalent (FTE) positions:  

• Lyn, owner, full-time: sales, quotes, purchasing, inventory and website management 
• Bernard, owner, full-time: business management, sales, workshop supervision 
• Accounts manager, 3 days per week: accounts, payroll, inventory management, customer service  
• One full-time and two part-time mechanics.  

All personnel assist with customer service when required. 
Contractors provide a few hours per month assistance with website maintenance and accounting.  
Staff expenses in 2021-22 were $163,224 which was 11.2% of revenue and covered cost of 2.5 FTE employees. The owners, Lyn and Bernard, filled 
the other 2.5 FTE positions. As a partnership, the owners were not employees and did not draw salaries. The business profit has been re-invested or 
dispersed to the owners and accounted for as Owner Drawings. 
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Growth and improvement 
Metro Cycles has provided a stable income for the owners and met their objective of promoting sustainable transport. Lyn and Bernard were pioneers 
bringing a new range of commuter and cargo bikes to Newcastle. The business is now entering a new phase where the primary task is to build on 
strong foundations and improve profitability through increasing turnover, optimising inventory and achieving operational efficiencies.  
Turnover of $2.0 to $2.5 million per annum, with minimal increase in operating expenses, could be achieved by:  

• expanding the floor area for the display of bikes, reducing storage and maintenance areas 
• opening on Sundays and public holidays 
• focusing on the sale of higher value products such as e-bikes and cargo bikes 
• improving on-line presence and engaging with future on-line sales channels 
• conducting targeted promotional activities. 

Cost of Sales (stock) expenses could be reduced by investing less in low profit products (though some are important to attract customers) and more 
efficient purchasing from small overseas suppliers. Metro currently spends about $100,000 pa on frequent, small purchases worth less than $1000 from 
European and US suppliers – these could be rationalised into less frequent large orders that would reduce the cost of purchase and shipping. 
Operating Expenses could be reduced as a percentage of revenue by rationalising staff expenses.  
Inventory management, purchasing and accounting currently require about 70 hours per week which could be significantly reduced through more 
efficient, automated ordering and reducing the number and complexity of stock items. Staffing for inventory management, purchasing, accounting and 
mechanical services, that currently require at least 3 FTE staff could be amalgamated with other stores if Metro Cycles became part of a group and 
potentially save 1 to 1.5 FTE staff expenses.  
There is little room to reduce other Operating Expenses such as rent and utilities as they are already low.  
Profit Margins could be increased by targeted price increases:  

• current workshop charge-out rate is $75 per hour and $90 for general service which is significantly below industry benchmarks  
• the price of parts and accessories that currently generate $300,000 revenue pa could be increased up to 10% with minimal impact on sales. 

Total sales were discounted by 7% in the previous 12 months – approximately $100,000. This included: 
• labour for warranty repairs which were completed without charge 
• 5% discounts on purchase of multiple bikes 
• 10% discount on accessories purchased with a new bike 
• discounts to staff, family and friends.  

Some discounting is essential to maintain competitiveness but less generous discounting of products could increase profits by over $50,000 pa.  
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SWAT 
 
  

Financial targets for the coming years show potential for sustained 
improvement in profitability if the objectives of increased turnover 
and reduced costs are achieved.  
The targets in the adjoining table are based on: 

• annual turnover growth approximately 10%  
• all duties performed by 4 FTE salaried employees  
• 5 FTE staff required once annual turnover exceeds $2.0m 
• maximum 4% total discount on sales 
• values and are not indexed for inflation. 

Annual 
revenue 

Cost of sales 
(stock)                

65% of revenue 

Operating             
expenses                

(staff, rent, etc) 
Profit 

$1,500,000 $975,000 $360,000 $165,000 11.0% 
$1,650,000 $1,072,500 $360,000 $217,500 13.2% 
$1,800,000 $1,170,000 $360,000 $270,000 15.0% 
$2,000,000 $1,300,000 $440,000 $260,000 13.0% 
$2,200,000 $1,430,000 $440,000 $330,000 15.0% 
$2,400,000 $1,560,000 $440,000 $400,000 16.7% 
$2,650,000 $1,722,500 $440,000 $487,500 18.4% 

 

Strengths 
• excellent reputation and loyal customer base  
• strong relationships with key suppliers 
• consistent increase in revenue, low operating costs  
• good location in a rapidly developing city 
• long term, favourable lease 
• established premises with purpose-built facilities for customers and staff 
• 8 years’ experience providing insight into best sales opportunities 
• adapted to Covid restrictions and fared better than most businesses 
• stable local market leaves limited openings for newcomers 

Weaknesses 
• a labour intensive business model  
• specialised skills and knowledge required making it difficult to 

find and keep capable staff  
• small business can place excessive demands on the owners 
• inconsistent presence on social media  
• current premises will present a limit to growth once annual 

turnover exceeds $2.5m 

Opportunities 
• growing demand for bikes 
• options for rental, novated leasing and low-interest loans to 

make higher cost bikes more accessible  
• growing urban population with disposable income and 

leisure time supporting sale of higher value bikes 
• potential to build online communication, networks and sales 

Threats 
• growth of the bicycle market encourages short-term opportunists to 

offer cheap products that can undermine quality brands 
• chain stores and large online retailers with better buying power and 

lower operating costs and may take greater market share 
• loss of capable staff 
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Succession 
The current owners want new owners to succeed and will consider terms that can help deliver a smooth and profitable transition. 

Handover and good will 
Metro Cycles has maintained an up-to-date, comprehensive Procedures Manual that includes detailed information about all aspects of the business 
operations. Lyn and Bernard will assist new owners to become familiar with the business including: 

• transferring supplier accounts, inventory, sales and customer data  
• accounts, POS, inventory management, website and EFTPOS systems 
• IT, communications and security equipment. 

Lyn and Bernard will provide up to 120 hours each to assist in handover of the business, at no cost. They may then consider continuing to work as part-
time employees or step aside to give the new owners freedom to run their own show. 
Current mechanical staff would probably welcome the opportunity to continue employment with new owners, subject to negotiating suitable terms of 
employment. Current Employment Agreements are available for consideration.  
The current owners will not engage in a similar retail business within the greater Newcastle area or online, for at least 5 years after handover except:  

• to sell stock that new owners choose not to acquire 
• Bernard may offer very low key training and mechanical services 
• other activities agreed by the new owner. 

Test-ride the business 
The current owners will consider providing the opportunity for potential buyers to work with the business for one or two weeks to get first-hand 
experience of how it operates before committing to purchase.  

Risk 
Metro Cycles has shown consistent growth and stable performance over a period of eight years. The bicycles retail market is growing though there are 
challenges to bricks and mortar retailers from online channels and short-term opportunists. 
The majority of the investment in Metro Cycles is in stock and the premises. The stock on hand at Metro Cycles has minimal exposure to loss of value 
through deterioration or being superseded by new models. Stock prices are increasing more than CPI in most cases. Recouping all, or the majority of 
the value of stock, even in a fire sale, could be considered low risk.  
The lease is well below market value and can be assigned to another tenant, potentially for more than the current value. Or the lease can be terminated 
in 2.5 years or earlier by agreement with the lessor.  
Staff costs present the main opportunity to incur losses if turnover and profitability aren’t maintained. Careful management can ensure that staff costs 
remain in proportion to turnover and profitability.    
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Business value 
Assets 

Shop fit-out, sales, mechanical and administration equipment $160,000  

Online resources including website and domains $30,000  

Point of sale and inventory management data including product sales and customer records  $30,000  

 Intangibles   

Business name and goodwill $30,000  

Lease – equivalent lease at current market value: at least an additional $20,000 pa for 7.5 years  $150,000  

 sub-total   $400,000 
 plus Stock at Value (see below) $200,000 to $500,000  

Stock on hand 
The cost of stock on hand should be in the order of 25 to 30% of annual revenue.  The cost of stock on hand in December 2022 is over $600,000.         
The value of stock on hand to a new owner may be less than the cost price and includes consideration of aged stock and products that may be shop-
soiled or slow to sell.   
New owners may choose to discontinue sale of some products, brands or categories of stock or simply reduce the quantity of stock on hand. Stock to 
be included in the sale can be negotiated and a fair value for that stock (Stock At Value) can be determined.  
The “discount” applied to transfer of stock on hand will increase in proportion to the amount of stock purchased. For example, if all stock is to be 
acquired, the cost price of $600,000 may be discounted  by 15%, representing Stock at Value amount of approximately $500,000. If a limited range of 
prime stock is selected, that had a cost price of $200,000, no discount would be applied and Stock at Value would be $200,000. 

Liabilities 
The current business is owned as a partnership, not an incorporated body. New owners will be purchasing unincumbered assets and will have no 
exposure to any liabilities of previous owners or operations. The current owners have a tax debt for last financial year from operation of Metro Cycles 
and activities not related to the business.  The business has no debts other than normal monthly trading accounts (normally $60,000 to $100,000) which 
are always paid before due and will be cleared before transfer of ownership. All staff entitlements are up to date.  
Bikes sold by Metro Cycles will continue to be liable for claims under warranty for up to two years. Any claims would diminish over that period. Warranty 
of parts is covered by manufacturers. The estimated cost of labour for residual warranty work is in the order of $15,000. New owners would not be 
legally obliged to take responsibility for warranty of products not sold by them. However, the current owners believe it is extremely important for the 
ongoing standing of the business for new owners to accept responsibility for warranty claims. Any business sale price will make generous consideration 
for new owners assuming responsibility for current warranty liabilities. 
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Value 
There are several ways to value a business:  

• Assets minus Liabilities 
• Entry cost – the cost to replicate the business from scratch including time to set up, establish supply and build a customer base  
• Return on Investment – annual profit as a percentage of investment in business 
• Market comparisons 

The value of stock on hand at the time of transfer may be $500,000 or could be reduced to $200,000 to reduce the cost of purchasing the business or to 
clear stock that new owners do not want to carry.  
 
Assuming $500,000 Stock At Value and $400,000 in other assets (as above), the value of the business is, based on: 

Assets minus liabilities $900,000 minus $15,000 for warranty contingency $875,000 

Entry cost Assets minus liabilities plus at least $100,000 time and resources to establish business $975,000 

Return on Investment $100,000 profit per annum at 10% ROI $1,000,000 

Market comparisons $500,000 Stock at Value plus $150,000 to $350,000 based on recent advertisements $850,000 

 

 

Sale price 
Metro Cycles sale price is $280,000 plus Stock At Value.  
Stock to be included in the sale can be negotiated, including the quantity, category or brands. 
Stock At Value may range from $200,000 to $500,000. 
The vendors will not just accept the highest price but will be looking for purchasers that offer: 

• the best potential to prosper 
• commitment to continue the strong relationships with Metro’s customers and suppliers  
• ability to build the business and promote active transport. 
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Vendor finance 
The current owners would prefer purchasers to have independent finance for the acquisition of the business. An alternative to bank lenders is inventory 
finance which offers up to 2 year loans on bike purchase, secured by the stock and repaid when the stock is sold. Payment providers, such as Tyro, 
offer unsecured loans repaid from a percentage of daily EFTPOS revenue. 
The current owners are willing to consider vendor finance that may include: 

• at least 50% of the purchase price on transfer of the business 
• up to 36 monthly payments for the balance of the sale price 
• 8% per annum interest on outstanding balance calculated as 0.67% of the balance at the end of each month 
• security over the business assets and personal guarantees 
• payment of legal fees for security documents. 

As an example, if the purchase price is $800,000, being $280,000 plus $520,000 for stock, vendor finance would require: 
• $400,000 payable on transfer of business ownership 
• 36 monthly payments of approximately $12,500, including capital and interest (Metro Cycles’ current average monthly turnover is over $120,000) 
• the cost of interest over 36 months would be approximately $51,000  
• up to $5000 for legal fees to establish loan security documents 

 

Next steps 
Please contact Bernard if you require any further information: 0438 556378 or bernard@metrocycles.com.au  
If you’re interested in proceeding, the next steps are: 
• complete and return the Expression of Interest and Non-Disclosure Agreement which can be downloaded from 

Metro Cycles website ( https://www.metrocycles.com.au/bus_enquiry/ ) 
• review up-to-date financial statements and detailed Lightspeed POS and Analytics inventory and sales data 
• inspect premises, inventory and operations 
• Heads of Agreement stating negotiated terms and timetable for handover  
• draft Notice of Intent and Contract of Sale. 
 

https://www.metrocycles.com.au/bus_enquiry/
https://www.metrocycles.com.au/bus_enquiry/
https://www.metrocycles.com.au/bus_enquiry/
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