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Marina Valuation Explained

hie berm cap rabe or capitalization rale

is tossed around anytime the topic of

marina sales comes up. In short, the cap
rafie is the mic of rebum that a buyer can
cxpect when purchasing a marina and it's
what is used im the income capitalization
approach bo determine a3 marning’s value.
By the math, 2 cap mic = found by
dividing the Net Operating Incomc
(NOI) o Fammgs Before
Times, Depreciation, and Amordization
(EBIITWA h\. the
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Interest,

price
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that rale as low as possible to schieve the
highest sale. There arc several factors o
consider amd actions o take in reaching
that goal.

The intent of peting a marina
valuation is to have an expert look over
the operations and physical condition of
a faality and determine what changes
can be made to ensure the scller pets the
best priccona sale. Creompe Ash, national
direcior of Simply Marinas, said to do
this cfhcicntly requures planning ahead
“H you can think two or three yean aheud
and seach out for advice, | recomimend
it. We will look at your marina throungh
2 site assessmenl and a review of the

fimancials to
idential ¥
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whal you can do to make il more sellable
Well el you how o best F)'.I'}Hil.lrl your
marina for the highest posible sle
value” Ash smd.

Let P&L Reports be the
Guide

A manma’s income is shown through is
P&, statements, which are used oz a
bluepnnt for what the business is doing,
and for 3 marima consultant to identify
what can and needs to be fived both in
terms of the facility and the bookkecping.

Scllers should make a list of mmor
capital mmprovemends that occurmed over
the last three bo bve vears. The capenises
from these mprovements, for instance
adding a fucl dock or rchabilitating the
docks, can ofien be usfified as an add-
back o the manma’s Nda ( Jlu.'l".ﬂih:'_
Income (NOI). Similardy, non-recuming
imaimberance e, like 4ER11|':_!.|L'.:_
be proabed or anmaalized.

I sme cases, there s liftle distinehion
betweren barsncs and personal expenses.
Withoni cleardy showmg income and
aprincs, P& stalements wall not shine
3 troe Tight om the busincss, often leaving
il ke look loa probitable tham il really &
Tt s good practice to Locpa dab of memcr
bencfits In the approprialc
smpporting involces and documents
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operations, yet don't receive a paycheck
through payroll, the company’s payroll

expenses will appear low on the P&L.

report. Sm.'\}' bu].'crs will inm’imH}

reduce the marinas net income by

what the managing owners should have
been paid. On the reverse side,
if owners pay themselves too
much, the marina will look
less profitable. Payroll expenses
reported on the P&L reports
should match the actual labor
hours that it takes to nm the
maring, Recording all labor
costs is also a reminder to buyers
of how many people they may
need to hire. Ash said many
buyers keep the existing staff in
place, especially in today's labor
shortage, but if the owners were
the managers there will be critical roles
for a buyer to fill.

The Value of Full Slips

Because marinas are not simply storage
businesses, but instead offer a host of
other profit cenlers, a IHI}'L’I will want

to explore and assign value to each
profit center on its own. Boat storage
income, both slip and landside, as
well as established commercial tenant
lease income, will gamer lower cap
rates (higher values), in general. These

“We advise sellers on how a buyer
and their lender are going to look
at the P&L and tax statements
and how to best package and
prepare that information so it's
more sellable.”

-George Ash, national director, Simply Marinas

income sources are  also attractive
becanse they have a lower expense
ratio, are more stable, and arc less
labor-intensive  than service or  boal
sales. “Boat owners need to keep their
boats somewhere even if they can no
|u||gl:t afford the s lo use it or costs lo

repair it. The last thing to suffer during
downtimes is storage,” said Ash.

A final consideration for valuation is
illE ]'I'Iﬂril'l.i].‘! DCC[]P\HIICF ll'EIld. O“"IIUTS
shonld provide occupancy rates and
waitlist information over at least the
past three years, as well as offer
expectations for the coming
vears based on mdusty  and
cconomic trends. Buyers will
want to see rent rolls and lease
rate history so they can better
estimate  future  success and
compare the marina with its
nearby competitors,

The paper trail of valuing a
marina is a cntical component
to achieving a fair sales price,
but location, the condition of
infrastruchure, the  potential
for expansion, and a top-notch staff in
place, will all be factors that a buyer
considers before making an offer. The
location can’t be changed, but with
enough planning time, those wishing
to sell can make changes to assure they
walk away happy. <




