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n our last article we looked at the

concept of living the dream and

operating your own passenger RIB

business. We also looked at the
need to establish a clear market niche
and a strong company ethos.

However, like any brilliant
product, it will require pro tability to
sustain and to grow. In the embryonic
stages of the proposal it is all too
common for the gures to be pushed
to one side and concentration made on
the boat. The reason for the business
failures we have encountered is
always due to lack of homework
and understanding of the nancial
projections, especially costs.

A good business man and a
skipper have a parity of skills which are
not driving the boat or the business,
but managing the whole operation.

To be able to do that you must have

a thorough understanding of all the
business facets and how each one
will impact on the business and hence
boat operations.

Thus the dreaded words of
cash ows and pro tand loss
accounts come into play. In our early
years | dismissed these as being so
inaccurate that their sole purpose was
to keep the bank manager s paper trail
clean. Now our cash ows are updated
every day so that we can maintain our

nancial health, and equally important,
S0 we can project our development.

The structure of any cas ow is
simple but what do you include and
how do you de ne those parameters
for a RIB business. For many this is
the crunch as it is only after several
years of operating do you know all the
costs.

We are a tad lucky here at
Quinquari Marine in that many years of
operating our business, plus the many
RIB companies that we have advised,
gives us an unprecedented insight in
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MAINTENANCE

Very common assumption is that you
have bought a new RIB and that there
will be no maintenance for some time.
Alas - you would be very wrong as
they require constant maintenance
and updating. Remember that the EU
de ne a marine engine as being t for
the purpose up to 300 hours for an

PETROL (OR DIESEL)

The rst big question is how much
do you use. Within our own operation
we use a total of 25 litres per hour of
petrol on a 10m Humber/Quinquari
RIB with twin 200hp ETECS. Our

RIB customers report similar ndings
though some with a longer distance
of travel/more power are reporting up




outboard and 350 for an inboard!
In reality we would expect
a well maintained vessel to
undertake engine changes every
1200 to 1500 hours. Some
go longer, some less, but you
must project in your cash ow
for engine changes. The clever
bit is to plan changes before a
complete failure as a running
engine has some sale value in
itself or for spares, whilst a failed
engine is worthless. A further
interesting point is that a second
hand outboard has far greater
market appeal that a diesel and
so is worth many times more.
Take an example of a pair of
200hp engines with a purchase
price of £18,000. After a year
and half with 1500 hours on
the clock, they could be worth
£8,000. The replacement cost is
therefore £10,000 which when
spread over the 1500 hours,
is £6.60 per hour. If you build
this into your gures from the
beginning, you will have allowed
for engine changes/problems
and you will for the most part
be operating components under
warranty.
General maintenance
will also need to be included.
Everything from plug and lIter
changes to antifoul and cleaning
materials. At £3.40 per hour
this would give you £3,400
per year making our total boat
maintenance costs £10 per hour.

INSURANCE

Surprisingly not a legal
requirement by the MCA, but
only a fool would operate in
today s litigious atmosphere
without it. You should arrange
insurance for the vessel, the
passengers, your crew and the
berthing point (quay etc) as

well as for damage you might
cause to other vessels etc. We
recommend £10m passenger
cover though the norm is £2m. A
range of companies offer cover,
but some put speed or operating
restrictions on your activity. A top
quality insurance policy will cost
in the order of £2000 per year,
mid range £1500 and bottom
closer to £1000. Ensure that the
policy is underwritten in the UK
or EU and not outside.

MOORING/BERTHING FEES
Naturally these will be different
for each port and need to be
assessed. The cheapest will be a
deep water single point mooring
and well tted RIBs ride these
moorings well and often give

a mooring cost saving well in
excess of £1000.

CONTINGENCY

The whatif money . Without a
doubt something unexpected will
crop up and if your overall gures

do not allow for some backup
then you will have cut the cake
too ne and should not embark
on the business. We would
suggest at least £200 per month.

BOOKING FACILITIES

As we discussed in the previous
article, the booking facility can
make the business. Buying and
operating your own shop could,
in the early years, be the most
expensive method - but these
costs could be offset by selling
other wares in the shop. If you
are using an agency, or a counter
in someone s shop, then allow
15% of sales as a cost.

TICKETS/STATIONARY ETC.
In the early days you can keep
this down using your PC for
stationary etc., but do not
underestimate the telephone
costs!

ADVERTISING

Do not under any circumstance
cut this budget as it is essential
to expose your product to the
market place. 50,000 trifold

lea ets will consume £2000 and
then a couple of entries in local
tourist guides will soon push
your budget up to a minimum of
£3,000.

LIFERAFT HIRE

For a 14 man boat, it s cheaper
to hire at about £600 per year
including servicing.

LICENCES

You will have your 2 yearly
compliance licence plus local
trading licence etc. £500 a year is
a fair gure.

CREDIT CARD COSTS

Most customers will want to
pay by cards and the only way
you can take a secure booking
(ie one that guarantees the
passengers turn up) is with a
card. Unfortunately the costs of
processing do mount up, and as
a new and seasonal trader you
may be charged at up to 2%. Of
course, some transactions will
be by cash or cheque which will
reduce the overall gure.

BANK AND

ACCOUNTANCY CHARGES
Again, not to be underestimated,
especially if any third party (bank,
HP company, outside investor
etc.) has a nancial interest in
your venture.

Having de ned our operating
costs, both hourly and yearly, we
have now built a picture of what
the business needs nancially.

So now we move on to the
sales projections.

You will already have an idea
of what to charge by looking at
other operations around the »
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Example 1: Sales Projections

John Price established Voyages Of Discovery in 1991 since when

Price per adult per sailing
Price per child per sailing
Average capacity of trips
(suggest 75%)

ONE HOUR TRIP NUMBERS
January ...

September ..
October...

December ...

Example 2: Annual Summary

COSTS

Fixed COStS.......coeeeviiiiiiiiiiieeeen £14,520
RuUNNing COStS .......cccvvvveeiiinnennn £39,458
Booking of ce......cccoovevveiiiinnnn. £14,058
Contingency/Credit card. ... £2,400
Costs .£1,874
Total ..oooeiiiieiiieeeee e £72,311
INCOME

Trp INCOME i £93,720
Fuel duty refund...........cccoccueeenne £9,940
Total ..oeeeeiiiieeeiiee e £103,660
GroSS Pro t...cccocceeeeveieeeeniiinens £31,349

Owners drawings.

RETAINED PROFITS..

coast, but do remember our important
advice of not making the product
cheap - make it the best and the most
expensive. On that basis we are going
to charge, say, £18 per adult and £10
per child for a one hour sailing - but
how do we project the number of
sailings and at what capacity and child/
adult ratio?

Firstly work out the maximum
sailings you can do in a day, for one
hour sailings this might be 8 a day;

100% CAPACITY

Return per average sailing ..
Total number sailings

MONTHLY GROSS
January
February.

October
November
December ....

TOTAL ANUAL INCOME

during peak holiday times such as
August it is possible that you will be
full except in foul weather. Taking
August as an example then, 30 days
of at calm weather would give you
240 sailings - but we all know that
August weather isn t always perfect,
so take 5 days out for bad weather
leaving you with 200 sailings. The
adults to children ratio tends to follow
7:5, so at a 100% seat capacity the
average takings for each sailing can be
calculated. For seat capacity you may
set a minimum number on board as

6 persons whilst your capacity is 12
persons so an average could be 75%
capacity.

With this information you can
quickly project sales onto a simple
spreadsheet as seen in Example 1.

A very important component of
your sales is the VAT on the ticket
price. At present the chancellor has
set the VAT rate on marine transport
as 0%. This does not mean it is
VAT exempt so the chancellor can
increase it at any time. However at
0% it means that if you become VAT
registered you can claim the VAT back
on all your vatable expenses such

it has developed into the largest UK RIB passenger company in
the UK with over 40 sailings a day. In 2003 Voyages of Discovery
took over Thousand Island Expeditions RHIB sailings.

Alongside the passenger business the company also trades
as Quinquari Marine who t out and supply 10m plus Humber

commercial RIBS with over 15 supplied to the UK and European
market a year. Based in Pembrokeshire, the company is unique

in having rst hand expertise in the operations as well as the
supply of vessels. The company has now expanded to provide
a northern base near Oban in Scotland. Quinquari North is
operated by Tony Hill of the very successful Seafari Adventures.

More Information available at www.quinquari.co.uk

as the boat purchase, fuel, equipment etc and not have to
pay any VAT on the ticket sales. This gives the business a
huge advantage, but to comply you need to ensure that you
are marine transport. This means you are conveying to a
destination (though you do not have to land people off the
boat - the destination could be open water) and that you
are licenced for 10 or more passengers. The subject of thrill
rides could be an interesting one and my guess would be
that towing a banana is VATable, so expert advice from HM
Customs & Excise should be sought. Further, for the fuel
duty claim, HMC&E do ask for your VAT number, so this is
an additional advantage of registering.

Within your income sales you need to show duty and
VAT rebates and any other pertinent income.

Taking all of these gures they can then be introduced to the
main cash ow chart which in the rst year will also show
capital introduced or bank loans, capital purchases (boat etc)
and don t forget to the include owner s drawings! An annual
summary can be presented as seen in Example 2. Finally
your cash ow should look something like Example 3.

If the gures don t stack then go back and look at your
ticket prices and see to what level they would require being
raised to make a - pro t but don t be tempted to cut costs.

When you have set the ticket price you can nally
adjust the number of projected sailings and by reducing the
number of sailings until pro ts reach zero you will know
how many sailings you need to do in a year to break even.
Lastly do not undertake this exercise and then forget about
it. Look at your targets each month and show a budget and
actual cash ow. There will be variances and some months
may seem bleak but having precise knowledge of how the

nances are going will allow you to make key decisions
such as the following years ticket prices etc. Next time, and
in the last of this series of articles, we will look at boat and
powering options together with coding requirements.
JohnPrice

Example 3: Cash ow

INFLOWS Jan Feb
Capital Introduced 20000

Grant 10000

Bank Loan 50000

Trip Income 0 0
VAT Refund Running

VAT Refund Setup

Fuel Duty Refund

Totals 80000 0
OUTFLOWS

Purchase 80000

Credit Card Costs 0 0
Fixed Costs 1238 1238
Booking Of ce 0 0
Running Costs 0 0
Drawings 1667 1667
Contingency 165 165
Totals 81238 1238
Net In ow/Out ow -1238 -1238
Opening Balance 0 -1238
Closing Balance -1238 -2475

56

March April May June
2640 7920 10560 7920

109

14000
2640 22029 10560 7920
58 158 211 158
1238 1238 1238 1238
396 1188 1584 1188
1220 3660 4880 3660
1667 1667 1667 1667
165 165 165 165
2906 6244 7913 6244
-266 15785 2647 1676
-2475 -2741 13043 15691
-2741 13043 15691 17367

July Aug Sept Oct Nov Dec TOTAL
20000
10000
50000
19800 26400 10560 7920 0 0 93720
1085 784 326 2303
14000

9940
20885 26400 10560 8704 9940 326 199963
80000
396 528 211 158 0 0 1874
1238 1238 1238 1238 1238 1238 14850
2970 3960 1584 1188 0 0 14058
9150 12200 4880 3660 0 0 43310
1667 1667 1667 1667 1667 1667 20000
165 165 165 165 165 165 1980
13754 17926 7913 6244 1238 1238 176072
7132 8475 2647 2460 8703 -912 23891
17367 24498 32973 35620 38080 46783 0
24498 32973 35620 38080 46783 45871 23891



