Silver Street Inn, Dover, NH

Located in the Seacoast region of New Hampshire, the Silver Street Inn of Dover, NH offers a very unique and museum-like quality that is reflective more of Versailles than New England.   Built in the late 1870s, the home is blessed with European luxuries and craftsmanship that includes Austrian crystal doorknobs, Italian slate, French Caen sandstone fireplaces, and Honduran mahogany woodwork.  The inn’s greatest assets are the ornate molded plaster ceilings and hand-painted canvas wallpaper than runs through out the hallway for three floors.  A bed and breakfast since 1987, the inn is a perfect blend of  luxurious Victorian 19th century charm with modern amenities.  

Inn Profile

Sitting upon ½ acre of land, the Silver Street Inn offers ten unique and comfortable guest rooms; nine with private baths and one sharing a hallway bath.  There is also a large two story carriage house behind the inn.  One first floor room is handicap accessible and there is off-street parking for 13 automobiles.  The grounds are a tasteful blend of lawn, shrubs and flowers.  The innkeeper’s quarters currently consists of a second floor bedroom that shares a bath with a guest room. 

Business Analysis

There are many criteria that we utilize to evaluate the strength of a business.  They include Occupancy Rates, Average Daily Rates (ADR’s), Location, Physical Layout, and Seasons.  The inn currently enjoys a 40% occupancy rate which is based upon 365 days.  Although income varies greatly from room to room, the average annual income per guest room for 1999 is $13,500.  ADR’s vary from as little as $59 in the slow season to $89 in the summer/fall.  Each guest room, regardless of its size or floor level, is priced the same.  The seacoast region is an excellent location for balancing both tourist and business clientelle.  Several major companies and the University of New Hampshire are nearby and the inn is conveniently located just off  the Spaulding Turnpike; the major highway connecting the seacoast and the White Mts..  Net Operating Income (NOI) for 1999 is approximately $58,000.

Determining Fair Market Price

The price for the Silver Street Inn is $795,000.  When evaluating a property of this size and nature, we often use a commercial approach to determine value.  This naturally applies a heavy bias towards the Income Approach and Capitalization Rates.  However, when a structure is above and beyond the normal standard in terms of uniqueness and quality, the income approach doesn’t reflect the special attributes of this inn.  As you can see from the attached Architectural Appraisals, the interior fixtures have a value of over $759,000.  This is essential to understand that this figure reflects the furnishings and fixtures ONLY, and does not include the actual building or grounds.  With these values in mind, the price of $795,000 is easily supported and justified.  

Evaluating Potential

Due to the size and location of the Silver Street Inn, this B&B offers numerous options depending upon the income and personal needs of the future innkeepers.


Maximizing Income

Although the current financial position of the Silver Street Inn is solid, there is enormous growth potential in both  Occupancy Rates and ADR’s.  At the present time, the inn is open year round and enjoys a 40% occupancy rate.   The current marketing budget and strategy for the inn is not as aggressive as it should be.  The advertising budget needs to be increased to 5-7% of the gross income, and the inn needs to be better promoted and publicized.  Its unique interior is a natural attraction to the media.  Also, being in a developed area, the local market needs to be better informed.  With energetic promotion, 50-60% of the client base should be local referrals.  Inns in similar locations have occupancy rates between 60-75%; the Silver Street Inn should as well.  

Secondly, the ADR’s for the B&B are well below the norm of the area.  Room pricing is based upon two criteria; location and services offered.  The local room rates for all forms of lodging are well above this inn’s ADR’s.  When a modest nearby motel has rates of $89/night, this inn could easily equate that pricing.  More importantly, this is a very special and unique inn.  Rooms in comparable B&Bs through out New England are often priced from $150-200+/night.  Certainly, there is room for rate increases.  The ground floor and second floor rooms in particular, should be priced higher.  Room rates should vary according to their size and amenities/services offered.  It is suggested to vary rates during high season from $79-$129/night with a slight drop during slower periods.  

Increased ADR’s and higher occupancy rates should double the projected income of this inn.  More importantly, projected NOI should increase to $100,000+ within three-five years.

A more aggressive marketing plan needs to be initiated encompassing advertising, promotional activity, and publicity.    At present, the inn spends approximately $2000 annually on marketing expenses.  This is well below the norm.  This amount is used for the Yellow Pages, the local Chamber, and AAA.  The marketing budget should be increased to $7-8000 annually and include the following strategies; NH Guidebook, Portsmouth/Dover publications and guides, listing in 8-10 B&B Books, additional presence in AAA and Mobil, and support of local media.  A stronger local identity is also crucial.   In more developed areas, 40-60% of new business comes via local referrals.  This should be the case here.  Also, repeat guests often compromise 50% of the total rooms sold.  The innkeepers should market to this segment more aggressively.

At the present time, the Silver Street Inn does not have its own Web Page.  For similar inns, the World Wide Web accounts for 20-40% of their business.  For some urban based inns, that figure is much higher.  It is paramount to develop a Web Site and to link it with various B&B marketing mediums.  Also, it is essential to have email to better communicate with potential customers.  On a side note, an 800 phone number is suggested.  Since 90% of a B&B’s business comes via the phone, it is crucial to facilitate that call.  It also makes the business look more professional.

Secondly, this is an excellent inn to create publicity for.  With its unique interior and museum-like quality, this is of interest to various mediums such as magazines, travel writers, newspapers, etc..  A complete and comprehensive press kit needs to be developed.  Finally, the inn’s location is well-suited for promotional activities such as small meetings/conferences, seminars, theme-weekends, and special events.  These events are of particular interest to the local media.

Cosmetically, there is need for improvement in various rooms.  Several guest rooms need new wallpaper, better and more complete furnishings, and either queen/king size beds.  The room interiors should equate in quality with the common areas.

It is also suggested to paint the exterior of the building.  The current color configuration is fine but doesn’t act as an eye catcher.   Victorians should have bold and expressive exterior paint.  This would also add to its marketing ability via potential local customers driving by.  Finally, an enlarged sign would help.  It should be easy to see at a distance and be of an elegant design.

Since this property is well located for business clientelle; it is suggested to convert the carriage house to a large  conference room(s).  This is possible via the town’s zoning and will allow for better mid-week business via the business traveler and conference center.  

Estimated Income Projections Encompassing the Following Changes;


Raising Average Daily Rates


More Aggressive Marketing


Improved Guest Rooms Furnishings


Catering to Small Meetings


Creating a Web Page with Links

1999 Projected

Gross Income

$133,000

$180-200,000

Total Expenses
$75,000

$80-90,000

NOI (Net Operating
$58,000

$100-120,000

          Income)

It is essential to note that this income is projected in 2-3 years.  The above expenses also includes an innkeeper’s salary.


Maximizing Lifestyle

This is an excellent inn for those prospective innkeepers who place a high value on lifestyle vs. income.  The Dover/Portsmouth area is a high quality-of –life location.  Having the sea and numerous cultural, educational and economic opportunities nearby, there are several options available to develop one’s personal and social life.  

Innkeeper’s Quarters

At the present time, the innkeeper/owner lives off of the premises.  There is a staff member who occupies an extra room on the second floor to provide 24 hour supervision.  For most prospective buyers, this would not be adequate.  Behind the main house is a lovely two story carriage house that is currently used as storage.  With over 3000 sq. ft. of space, one could easily utilize the second floor for housing and the first floor for meeting/conference space.  The town of Dover will allow this (it can not be used for additional guest rooms, however).

Summary

The Silver Street Inn is a superb inn for someone who wishes for and has an appreciation of art and design.  It is an inn that must be seen to be appreciated.  You would be most welcome to tour the property.  All financials, tax forms, appraisals etc. are available to qualified buyers.  

