





Crab Apple Inn, Plymouth, NH





Nestled in the southern White Mountains, the Crab Apple Inn is an 1835 brick federal bed and breakfast that offers a solid and diversified location.  Just two hours north of Boston, this inn is a blend of rural charm with a vibrant community.  Each of the five guest rooms is uniquely appointed and offer country charm with modern amenities.  In operation since the early 1980s, this B&B offers an excellent business opportunity for someone wishing a smaller inn. 





 It is important to note that at the present time, the inn is currently closed and has been so since Nov., 1998.  Due to other responsibilities, the innkeeper couldn’t continue to manage the inn.  It is crucial to stress, however, that the Crab Apple Inn has both a solid financial and marketing history that is well documented and established. 





Inn Profile





Sitting upon 2.1 acres of land, the five guestrooms (three with private baths) are appointed with antiques and decorated to feel cozy and comfortable.  Three of the guest rooms are on the second floor and the remaining two on the third floor.  The ground floor offers a large, common parlor with an antique wooden stove, the ‘cheery’ breakfast room, and a large brick patio.  The grounds are a tasteful blend of flowers, shrubs and greenery.  The landscaped backyard is an excellent opportunity for either an innkeeper’s garden, guests’ sitting area, and/or outdoor activities.  Parking is off street and very adequate.  





The Innkeeper’s Quarters





A major asset to the Crab Apple Inn is the quality of the innkeeper’s quarters.  Few properties offer space, comfort and privacy.  This inn has it all.  In a separate wing off from the inn, the innkeeper’s quarters offers a large living room with cathedral ceiling and stone fireplace, dining room, half bath and full sized kitchen.  The second floor houses the master bedroom with its own private full bath.  There is also a private deck and separate entrance.





Business Analysis





Having just five guestrooms, the Crab Apple Inn currently offers a solid but smaller opportunity.  In its present configuration, the inn’s income would be supplemental.  There are several options, however, to modify the inn depending upon the focus and goals of the future innkeeper.





When we evaluate an inn, we use several criteria to determine its strength and potential.  They include Occupancy Rates, Average Daily Rates (ADRs), Location, Physical Layout, and Seasons.   In 1998 the inn enjoyed a robust Occupancy Rate of 31% which is based upon 365 days.  (It is important to note that this occupancy rate includes periods in which the inn is closed such as the late fall and early spring.) ADRs were $84/night; also a healthy statistic.  A solid Occupancy Rate also reflects a sound location.  Plymouth, NH offers more than just a rural location and its related outdoor opportunities.  With two private schools, Plymouth State College, Tenney Mt. Ski Resort, the Silver Cultural Arts Center, and the commercial center of town just minutes away, Plymouth creates a market base that is diversified and less seasonal.  














Evaluating Potential





Current Configuration





At the present time, with five guestrooms, the Crab Apple Inn offers modest economic potential.  With solid marketing (a marketing plan is available), within two-three years, the inn could generate the following gross and NOI.





		Past Income			Projected





Gross 		$38,300			$58,200





Expenses	$23,500			$28,000





Net Operating  $14,800			$30,200


Income  (NOI)





The projected income is based upon an occupancy rate of $38% and an ADR of $84.  The marketing plan would include modest advertising, the local chambers of commerce, several B&B and guide books, the creation of a dynamic web site, and utilizing several general B&B marketing sites such as B&BONLINE.





By comparing data with other businesses in this area, the occupancy rate and ADR is at its maximum for this location.





Enlarging the Inn





The blessing of a solid occupancy rate is that the demand for rooms often necessitates a larger inn.  If the goals of the future innkeeper were to maximize income, the Crab Apple Inn offers that option.  By putting a wing out the back of the inn, this would allow for an additional 3-5 guestrooms.  (One could also add a private bath onto a second floor room of the current inn; thus, making each room with private bath.)  We suggest that the new guestrooms be very upscale with working gas fireplaces and jacuzzis.  This allows the inn to advertise to a more diversified market base while improving NOI and the value of the business drastically.





























The projected income is based upon an eight room inn with the same occupancy rate but an increased ADR of $90.  





Projected Gross Income			$100,000





Annual Expenses				$46,000





NOI						$54,000





It is important to note that an inn with a NOI of $54,000 would have a business value of approximately $486,000 utilizing a capitalization rate of 11%.  After debt service, net profit would be in the $25,000-$30,000 range.  We evaluate construction costs at $75/sq. ft. and a three guestroom wing at approximately 1000-1200 additional square feet.





Maximizing the Innkeeping Lifestyle





For an aspiring innkeeper where income is not the highest priority, The Crab Apple Inn offers a quality of life location.   Since the inn’s location does have shoulder seasons, with emphasis on strong summers and falls, and winter weekends, it allows considerable free time to pursue other interests.  





Innkeeper’s Quarters





Built in 1978, The Crab Apple Inn has excellent innkeeper’s quarters.  It’s a contemporary design with cathedral ceilings, a large field stone fireplace, and a private deck that overlooks the back of the property.  It is physically separated from the main building and connected by a bi-level walkway.  This two story living space offers a large living room, a spacious kitchen and dining area, a large bedroom, and 1 ½ bathrooms.  There is also a full basement which houses the laundry facilities.  Food preparation is done in the innkeeper’s quarters.





Determining Fair Market Price





The price of the Crab Apple Inn is $319,000.  When determining price, we often use an income approach and a capitalization rate of return.  With smaller inns, however, this configuration doesn’t apply.  Instead, we use the following formula for determining value;





	Real Estate Value  + Value of Contents + Established Goodwill


























Real Estate Value			$275,000


Value of Contents			$28,000


(includes 7 total rooms plus


garden furniture; $4000/room)


Established Goodwill*     		$16,000





Total Price				$319,000





*Established goodwill is often a difficult value to establish especially with a business that is closed.  But since it does have an extensive history and a sound reputation, there is value to that recognition.  We generally use a factor of 50% of the gross annual income or approximately $16,000.





Summary





The Crab Apple Inn is an affordable opportunity to purchase an inn.  We strongly suggest that the inn would be better appreciated after an extensive tour.  Also, all financials and tax forms are available to qualified buyers.   











  





  









































Property of New England B&B Consultants


Whitefield, NH
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