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Bay Yacht Group-Sail/Power
On the harbor, Annapolis

White Paper: “Your boat is your (our) business!”
Boat-As-A-Business Program
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Support—safety is our #1 concern for you and your family
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6. Why we're different Boy
are we ever. It's not easy
being #1 on the
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7. Issues about your -
personal use Flexibility is Eric Smith, President.
One reason owner's We look forward to

choose our plan. . . |
8. Our Club membership working with you!

(Loyalty program) This is what keeps clients coming back.

9. Owner Swaps An important benefit.
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thought of—we share our knowledge with you.
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12. Next step...
13. .Other references

- Our program is set up as a management company program, not a charter company program.
A A A The distinction is profound. By joining a management program you can qualify for all of the tax
‘(, ~ deductions attributable to a home-based business. With a Charter company plan, you do not.

By working with BYA to set your boat up as a business you gain 7

iImportant advantages:
1. We have experience. We've set up over 600 people in this business over the last 30
years and talked to 100’s of tax advisors. We offer you a consensus opinion including a white paper on
what we've learned and we offer you an opportunity to have you and/or your tax advisor meet with an
experienced tax advisor who has already helped many clients and who really can answer every question.

2. You have total flexibility with our program, including the flexibility to move between management
companies in different areas instead of being locked into one. You can even follow the sun—North in
summer, south in winter. You can choose the kind of boat that you will be happy to use and proud to own-
not a chopped up layout that many of the management companies push you towards (a so called charter
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boat layout). (Think about it, what will you do with it when they’re done with it—no one wants it on the
brokerage market and you don’t want it either'—you need an exit strategy as well as an entrance
strategy!)

3. We offer you complete tax planning services including access to a knowledgeable CPA knowledgeable in
this area—not dealing with just charter boats, but rather, helping you set your boat up as a business for
all of the advantages that that offers. We are there every step of the way. We don't just send you
somewhere or give you a bunch of reading material. We will do everything from setting up your business
format, through arranging financing and ultimately customizing your boat.

4. We offer a comprehensive business plan combined with the experience to back it up. We’'ll make sure
that you get your questions answered! Right now, with the new tax stimulus package in place, there are
awesome opportunities to optimize your investment/tax situation. We have the information to help you.
Our information includes: optimizing your business, avoiding audits, first year tax planning, exit
strategizing and much more.

5. We make it easy. We do all the leg work. We have done the research with different management
companies and resource people. We offer one stop shopping for financing, insurance, tax advice,
selecting a location and management company, selecting your boat—new or used, and everything else
that you need—all with one stop. You'll be dealing with one person who will earn your trust.

6. We offer an exit strategy. Will this be a part of your retirement plan, or will you be rolling this boat over for
another? Whether it's the tax implications, re-fitting, or an ultimate sale we’re with you all the way! We
don't just look at cash flow or tax advantages—we consider your enjoyment of your boat and its ultimate
residual value.

7. Our services go way beyond just selling you a boat or describing how a management

program works. We will show you what others have done to be successful (over 600 o K
others!). Whether your plans include casual charter and lots of personal use, or sstar
maximizing income and tax benefits—we’ll show you the realistic alternatives. /7‘ /
leel /s
One of the reasons for our success is that our boats are 5 star. They're head and shoulders gt

above other “charter” boats. They have a full compliment of the latest equipment and the kind of
layout that appeals to owners. We then offer these boats to a network of private charter brokers who choose them
because they, and our management companies want their customers to come back to these superior boats.

For you, you just get the kind of boat that you will be proud to own—not a chopped up layout that the charter
companies insist on!

Return to index...

Safety|is a #1 concern of ours, for you. In addition to offering free

training...

Why it's time to consider a new boat... It's simply Safer +++

(When considering a new or used boat there are two primary considerations. 1. If the plan can reduce your cost to
$0, and considering that the charter income is a percentage of the cost—your ultimate cost is the same, but with
no unpredictable service cost issues. 2. You get to take advantage of the new technology and safety that a new
boat, properly set up, offers...)

| bring this safety discussion into our conversation because it is important that we're on the same page. Your number one
motivation should be to want a safe boat for you and your family, and one that retains its resale value because it is up to date
and includes all of the most wanted features that a majority of the market wants also. Remember, it's not all about tax
2
Bay Yacht Agency: 326 First St. Annapolis, MD 21403 410-263-2311 info@bayacht.com
Let’s Go Cruising 222 Severn Ave. Annapolis, MD 21403 410-263-1818 info@letsgocruising.com




\ ' .
HE=N
GENC

Bay Yacht Group-Sail/Power
On the harbor, Annapolis

advantages and business plans. The boat must be right, and must be set up right in the first place in order to optimize your
enjoyment and its residual value.

In today's world, boats have been tremendously improved. They are stronger,
the finishes longer lasting, the live-in volume, for size, bigger, and the
performance is better.

They're designed to be easily handled by a cruising couple with all controls at
your fingertips. On monohulls, twin wheels let you see better, and don't
obstruct the cockpit; On Catamarans, all controls are led to a control station for
easy single or couple handling.

Modern electronics help make your boat safer than ever--they do everything
from keeping you advised of your exact position in real time to making your cell
phone work better on board so you can keep in touch with family, friends or
even work. Now your Chart Plotter is much more than just a position finding
device. You can overlay radar, and for ultimate safety, we can mount a forward
or aft looking camera with a chart plotter display (split screen or view on the ;
entire screen) so that you have visibility forward or aft. It also can give you

complete weather right on your chart plotter--it displays everything, right down SIRIUS
to showing lightning strikes. Keep your family safe--don't just own a boat, own AR R
a 5 StarFleet boat.

Safety? Keep everyone in the cockpit while handling sails. On power boats, we have dual access controls so that you can
handle everything from the bridge or below. New radios and cell phone amplifiers offer much better communication when
needed. Modern chart plotters let you know exactly where you are in fair weather or foul, and as a bonus display: Radar
(collision avoidance), a video camera that sees beyond your overlapping headsail and complete weather so you can
seek a safe harbor well before bad weather arrives. Automatic, engine room fire extinguishing systems... and much

more. We custom tailor your boat to fit your requirements. We're finding these options on more and more of our new
boats.

We are huge advocates of safety. We offer courses to help you practice docking, and we also offer courses to take
you to any level of proficiency that you desire.

Return to index...

What's included in our Charter package?

Equipment subject to change. Check with sales associate and get a detailed proforma with the latest
equipment packages listed. Generally...

Monohulls: 1.Bva Cruising: Commissioning & Freight/handling to commissioning yard, All C.G. and safety equipment, bottom paint,
electronics (VHF, Speed/depth, Wind), GPS, Chart Plotter, autopilot, electric windlass w/chain, shoal draft option+ Refrigeration, Furling
Genoa. (In-mast furling main on DS models, classic main with battons on “I"series.)

2. BYA Cruising (1) above + BAB Pkg. + A/C, cabin fans, Bimini, cockpit cushions, Stereo system w/cd—inside and cockpit speakers, Electric
control winch, Upgraded battery bank and alternator, large inverter, electric heads, auto engine fire ext. system, Galley gear and bedding,
additional C.G. & Safety equipment and popular options. (On 49 & 54DS: Elect. Winches, bow thruster, full canvas package with Dodger and
connector)
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Catamarans: 1. BYA Basic: Delivered, commissioned, duty paid, sea-trialed. Includes: All C.G. and safety equipment, H& C pressure water,
12V. Refrigeration, Propane stove & oven, electronics (VHF, Speed/depth, Wind), Autopilot, GPS. Davits, ckpit table & shower, self-tailing
winches, elect. windlass, chain rode, manual heads Full 110V system, holding tanks. Liferaft

2. Loc Cruising Package: (1) above, incl. +Extra Safety gear, Std. Bimini, ckpit cushions, A/C and Gen set (44 & Igr-A/C only below), Electric
heads,inverter, upgraded instruments incl. autopilot and GPS w/chart plotter--all interfaced, stereo system., fans, 12V refrig. Extra elect. inlet and
panel 2 bow cabins, galley gear and all of the most popular options.

Other options and accessories, your choice of layouts, engines, colors etc. available by request. Information
subject to change from time to time—request a full proforma and option list for latest information.

Return to index...

What are the tax advantages

And how do you earn them?

There are huge benefits of all kinds when you set up your own business. This is such a big subject that | suggest
you look at our web site about business advantages in general—link at end. Ultimately, we will provide another
White Paper for you and your tax advisor that will go into quite some detail: “Your boat and possible tax
advantages.” But | want you to understand now, that the benefits are substantial.

Once you set your boat up as a business (We'll all but do it for you—see last page), you can qualify for:
e Writing of all of your expenses including: Travel expenses, Dockage, insurance, maintenance and loan
interest.
e You can depreciate your boat using a very favorable MACRS schedule. (10 year double declining
balance.)
e You may qualify for all or a part of the 179 expense deduction and up to 50% bonus depreciation in the
year of acquisition. (More links for specific tax advantages and the new 2008 incentives at the end.)

Together, these benefits can add up to tens of thousands of dollars in saved taxes which can be used to offset the
cost of your new boat.

We’'ll show you how this works in our detailed business plan. Our White Paper will show you how to navigate
through the appropriate setting up of your business so that you qualify, and so you don’t stand out for audit
purposes. We'll provide this White Paper for you and your tax advisor once we have a business plan in place that
makes sense for you.

An Example of the new 2008 tax incentives... Let’s get specific!
Imagine, you can write off up to $250,000 as an expense allowance--as long as the boat costs more than that.
And/or, you can depreciate 50% of the boat this year. What could this mean just this year?

Example: You purchase a $500,000 boat (and have a marginal tax bracket that would justify a large write off--
25% or greater-combined federal/State):

You could get the $250,000 179 deduction

You could get bonus depreciation on the resulting basis or another $125,000

You then get the first years depreciation (based on the half year convention, MACRS) 10% of the basis from
above--another $12,500.

In other words, a total deduction this year of $387,500--THIS YEAR!
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But, what if you don’t need all of these advantages--as | said, you can take any portion you need of all of this
and use a flexible depreciation schedule over the next 5-10 years. We can show you exactly how it would work,
based on your situation. Want to know more?

Why you might need a larger deduction...
1. You’re in one of the highest tax bracket, and or your marginal tax bracket justifies it.
2. You have some huge taxable event this year—cash in stock options, bonus or salary increase, sell
another business or real estate, have a large capital gain
3. You're in a large tax bracket this year, but will be in a lower bracket in the time to come—approaching
retirement or???

This new law allows extreme flexibility and planning initiatives. Talk it over with us so that you understand it, then
let's go to your (or our) tax advisor and see specifically how the new incentives apply to you.
Call Eric Smith Cell: 410-703-5655 to discuss.

Return to index...

Charter Management-What we do for you.

Before we examine this important subject, please understand that we offer you the choice to keep your boat on
the Chesapeake with us. Keep it at any of our affiliate bases. Follow the Sun—North in summer, south in winter.

Everything is a trade off. There’s a table in this white paper showing them. Essentially in the Caribbean you get
more wear and tear and a little better cash flow. On the Chesapeake, your boat gets much less wear and tear; the
expenses are less as is the income so you get, proportionately greater tax advantages so, in the end, the cash
flow is only a little less. You need to consult with us to truly understand whether a Caribbean program will really
meet your needs or not. Did you know, for instance, that in many cases, just 5-11 weeks of charter combined with
tax advantages may be enough for you to break even? BYA will discuss your expectations, and alternatives in
detail and then offer business plans showing you the results of various scenarios.

However—keep in mind that we can only work with a limited number of people so you need to make a tentative
commitment to us, so that we can offer you the benefit of our full resources. Now, more about our management
style...

What our Charter Management Company, Let’s Go Cruising, does for their fee:
(Douglass Dillard, Let’s Go Cruising)

1. Maintains an office and marina facilities in Annapolis and Solomons Islands
MD, staffed year round. Our Annapolis office is on the harbor, in
Annapolis—the premiere, E. Coast location. In Solomons we’re at the
prestigious Solomons Island Yachting Center marina in the heart of the
activity—convenient to everything. We get numerous walk-ins as a result of
our locations.

Maintains phone (including 800 number), and cable modem service.
Maintain a substantial web site which is updated regularly.

Operate a web based data base so that our information is accessible to
owners and our charter brokers from literally anywhere there is a web
connection—this enables some of our charter brokers to work from home—
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especially during evening hours and in the winter.

Participates in numerous boat shows and events (Annapolis in-water boat show, Miami boat show,

Annapolis Tug of War, Water fest, Art festival, Christmas light parade, etc.)

Advertise and conduct promotions and update information with other charter brokers in the U.S. and
Europe.

Communicates regularly with various event planners, corporate planners and sailing and cruising groups
especially in VA, MD, DC, PA, DE and NJ. (Also, internationally and in other regions. More and more
charterers are discovering the Chesapeake!)

Communicates regularly with email and printed Newsletter to our
database client list accumulated since 1972. Approximately 10,000
active clients at any given time.

We offer a complete selection of ASA certified, live-aboard, cruising
courses at all of our bases and in the Bahamas in the winter.
Maintains a group of “Sales Associates” (Owners) who constantly

refer clients to us and help at boat shows. - = -
We have over 100 boats in active service in several fleets on the

East Coast and in the Caribbean so that we can offer clients one-stop shopping and a club program. (see
more later).

We have full time fleet captains who manage the boats in the marina and coordinates service.

We have 3 Charter sales people (2 full-time and one part-time).

During the season, we increase our staff, as needed. We have a group of 10 captains that we can call on
as needed when owners or charterers need them.

We cooperate with various sailing schools as well as running one of our own. They schedule courses on
our Live-aboard boats as do we.

We specialize in high-end, corporate and event charters because of the luxury nature of our boats. Power
and Sail.

We check the charterers resume, and then check them out, one on one, on the boat. We use a detailed
check sheet for this. If we're not comfortable with their boat handling, they agree in advance, to take on
one of our assigned captains until the captain signs off on them.

We offer Charterers all of the advantages of our Club program—see below.

On return, we meet the charterers at the fuel dock and then we bring the boat back to its slip so that we
can check for damaged running gear.

On return, we go through the check list again to check for damaged or lost equipment.

Normally, within 24 hours of return, we clean and prep the boat so that it is always ready to go out again,
or be viewed by a prospective Charterer.

Typically, after the weekend, we have a diver go down the line and inspect the bottoms of the boats and
the running gear for damage.

We do regular preventative maintenance, as well as perform maintenance or upgrades requested by the
owners. (Clean bottoms monthly, change oil regularly, Change filters, replace impellers, inspect for worn
and frayed lines, etc.)

We collect a damage deposit or insurance equal to the deductible on the owners insurance policy so that
in the unlikely event of damage, the owner is covered 100%.

We walk the docks daily to check the boats security at the dock.

The boats are never used by staff or others without the owners’ permission.

We send a detailed statement and check once a month for your review.

We have an open door policy for records. You may check on any charters or service records at any time.
We maintain your boats individual schedule live, on-line so that you can see activity and if your boats
available in case you want to use it outside of previously planned times.
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30. We offer an annual contract so that you can change your plans seasonally, including going to a different,

affiliate base.

31. We pay owners a commission for helping book charters or selling a boat.

These guidelines are revised from time to time. See the actual owner’s agreement for a specific P ;~i-—

list of guidelines and terms.

The Bottom Line...

1. Your boat will be maintained to extraordinary standards. Quality maintenance only gets you part way

there when your boat is in charter. This needs to be backed up by an incredibly good and reliable system
for qualifying and checking out the charterers. No one does this better than LGC.

Income only comes if the company has everything working. Referrals, boat shows, advertising, the web—
everything. But just as important is a Loyalty program to bring them back. Our Gold Class Loyalty
program is second to none. (see it later). Because of the premium boats and premium service we charge
higher prices and get more charter days for your boat. No matter how you slice it, this results in more
income for you!

A Charter Management Company should act as a good partner. Through years of experience and hearing
about problems owners had with other companies, we learned our lessons well. We don’t nickel and dime
you. We get your statements and checks out regularly. Our record keeping and customer communication

is outstanding.

At the end of the day, we realize that we only make money if you make money. If you're happy with our service,
you'll sign up again next year and refer your friends to us.
Next comes some of the very specific issues that separate us from the competition...

Return to the index...

What differentiates us
from the competition?

Over the years, at times, some
of our clients have questioned
our fee structure. But after we
have carefully reviewed the
alternatives, They came to
understand that ours is “the
best approach.” Here’s what our
research has found and how we
are different from other
companies. In the end, it's not
the percentage you pay; it's
what you put in your pocket,
and the condition of your boat
that spells success.

1. Inthe Caribbean,

Management
companies typically

Bay Yacht Agency:

Let’s Go Cruising 222 Se

Difference between Caribbean and Chesapeake...
(Typical boat, like a 40 Catamaran)

Caribbean Rate, High season: $6,500

Our weekly rate: $5,900

In the Chesapeake, we do combinations of partial weeks. Here’s a
break down of partial week rates: 7 day rate X1, 6X.9, 5X.8,
4X.75, 3X.7, 2X.6, 1X.4—

The bottom line is that our daily rate is much higher, while theirs
is lower than the High season rate. You may actually only need to
do 7 weeks (49days) of charter, in order to get 10 weeks (70 days)
of income!

Example:

Ches:2 days=$3,500 and 4 days= $4,130 for a total of:
$7,770=$1110/Day

Carib: $6,500, $5,742, $5,092, $4,333 (4 tier) Avg.
$5,415=%774/Day

Ches rate 1.43 X Carib avg. In other words, 7 weeks of income
gives equiv. of 10 weeks—Ilooking at average daily rate!

Some differences

Caribbean: Low slip cost, higher maintenance/insurance
Chesapeake: Higher slip cost, low maintenance/insurance

Ask us to prepare a custom business plan for you. 410-263-2311
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only charge a 25% fee. This includes a 15% commission to the booking broker, and then a management
fee of 10%. Added to this, however is a turnaround fee—set by the individual boat. (Warning: They
often don’t mention this in their preliminary discussion!) A boat of your size/type might have an $850
turn around fee, for example. We looked at 3 of our boats over the course of a year and what we found
was that when the charter was for a period of a week or more, and the rates are higher (as they are in the
Caribbean) this actually worked out to a percentage of around 42% for the management fee. However,
when we tried to apply it to the typical, Chesapeake Boats use pattern, we found that the average
booking period consists of mostly weekends, some mid weeks and some corporate single days during the
week. The turn around cost is the same whether the boat goes out for a month, or a day. So simply
applying their (Caribbean) pricing format to our typical time period resulted in a management cost of 70%
or more in some cases! Obviously, unrealistic. (In addition, we found that these charter management
companies often nickel and dimed their owners for cleaning, moving boats around, for owner turn-
arounds, etc. and when this was added, the real management cost, in the Caribbean was closer to 50%.

Another important point is your income. (See the table.) Typically the Caribbean Charter companies show
a 3 or 4 tier rate structure. Their charters are usually for a week or more. Ours are broken into “during the
week charters” and “weekend charters”. Our average, per day rates are actually higher because the
charge for these shorter periods are higher. Generally, the rates are pegged to the acquisition cost. You
may earn as high as 143% of the weekly rate on a per day basis. (Our ASA courses are generally
scheduled during the week to help increase your revenues.) You can charter fewer days, to get the higher
income. 6weeks (42 days) may actually give you the income of 8 weeks, etc. In addition...

In the Caribbean, the slip costs are lower because 2 boats often share a slip because they are out so
much. However, insurance costs are higher, maintenance and wear and tear are more significant. Bottom
line is that you need to take all of this into consideration and not just look at more weeks at an
(apparently) higher rate.

In looking at the other regional charter companies, we found that they generally had older boats, and
owners and charter clients (who we talked to) constantly complained to us that neither the boats, nor the
company met their expectations. (Sometimes, when our boats are totally booked, we have to book
another companies boat—so we have first hand experience—in some cases, we’ve had to send our clean
up crew to better clean the boat after the other company turned it over to our client!) They weren'’t clean,
their bottoms and running gear wasn’t clean, and there were frequent break downs. As a result, they set
their rates lower, charged lower “apparent” management charges, and then nickel and dimed the owners
until at the end of the day the cost was often close to the 50% cost we charge, but, for what amounted to
mediocre to unsatisfactory service. We decided we didn't want to operate this way either!

We decided that the fair way, and the prudent way was to get more efficient, and offer superior service at
a realistic price. We don’t want to nickel and dime our clients. Here's the superior service that we,
generally offer and other companies do not.

a. We keep the boats clean before and immediately after the charter so your boat is ready to go on
short notice or ready to show someone who just wants to take a look. This results in more
charters.

b. Our check-out is thorough. We assign an experienced staff member who goes through the boat in
great detail with the Charterer using a comprehensive check sheet. At the end, if the client is new
to us, we take him on a creek cruise having him demonstrate to our agent that his skills match his
resume!

c. Atthe end of the charter, we meet him at the fuel dock, and run the boat back to the dock so that
we have an opportunity to check for vibration or unusual handling under power.
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d. We arrange for a honey wagon (boat) to pump out all the boats Monday morning so that the
charters don't, necessarily, have to wait in line on Sunday night for the pump out in order to
complete his check out. This too is much appreciated, and results in more charters.

e. We have a diver go right down the line of boats and inspect the bottoms and running gear after
the weekend. We, generally, clean the bottoms and gear once a month during the warm summer
months.

f.  We offer a Gold members club for owners and charters so that they get many additional free
services—this results in more charters. See it later in this paper.

g. We post your boats schedule to the web to make it available to you for review and to find free
additional time to use your boat. We have an open door policy. With our state of the art computer
programs you can see every aspect of your boats management at any time. We never use your
boat in any unauthorized way.

h. We partner with other charter companies, including European companies to increase bookings.

i. We have full time staff, year round, including 3 professional booking only (sales) people.

j- We have the best location on the Chesapeake—on the harbor, Annapolis. Clients have 5, five
star restaurants within walking distance. They can order off the Chart House menu and be served
appetizers or even a full course meal in their cockpit-- right off the menu. They're a water taxi ride
across the harbor from beautiful Annapolis. We have more walk in clients, and Charterers love
our location and keep coming back—this all results in more income for your boat! (And now we
have a second and growing base in Solomons Island MD.—one of the fastest growing boating
centers on the East Coastl!)

k. We simply have the best, most proven, most experienced program on the Chesapeake.

The results of all of this in addition to the normal service that is expected, is that we get more charters for your
boat when it is available, at higher rates, by better qualified people.

Isn’t the bottom line the money that’s in your pocket? | am sure that you are very good at your business and well
paid for doing it well. We're very good at ours also. It's taken almost 30 years to gain the experience and
knowledge to get where we are today and to be able to offer our owners and charterers the best service in the
business. Our single goal is to get you the most possible revenue in your pocket, while keeping your boat in
outstanding condition.

We've all played the spread sheet game. Increase prices and reduce volume. There is a point where the line
crosses. What tilts the scales is to offer additional perceived value (as well as real value) to the clients so that
they are happy to pay the slightly higher cost. When you do this, you can offer higher, but fair prices and in most
cases increase, not reduce the volume—uwith referrals and come-backs. That's our approach and we've proven
that it works.

Return to the index...

Concerning your personal use of your boat...

Charter usage issues:

We do not limit how much you may use your boat. You may block out as much time as you like.
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On the Chesapeake a good portion of the charters are weekends, or during the week—Weekend rate is 65% of
week rate and 4 day during the week rate is 65% so if you put these back to back, that means you get 130% of
the weekly rate. In other words, the average per day rate is higher than it appears and/or fewer days can give you
the income of more weeks. In general figure to get the income from 10 weeks 120 days, you only need about 85%
of 120 days or 102 days.

Total days available April 15-Nov. 15 = 210-102=108 days left for owner—over 50% available for owner. Owner
can block out days he wants in advance.

If we get a booking for a scheduled owner day we will call the owner to see if he wants the money or the time.

| hope that you will join us.
Return to the index...

Fun Club, Premier Customer advantages..
This is our client loyalty promotion.

% % % Book your sailing vacation now, for 3 or more
x % days, and receive the following:

Sstar

. //T/:(,/ e FREE Membership in our Fun Club premier customer package... A
$300 SAVINGS!
o Discounts at participating marinas

e FREE or reduced beverages and food at participating restaurants/bars

o Discounts on merchandise at participating stores

e 15% OFF on all new Chesapeake Bay charters

e 20% OFF after 5 charters in same season (referral may apply)

e FREE fuel up on completion of charter

e« FREE linens

e PRIORITY checkout and return

e COMPLIMENTARY 6 pack of beer, bottle of wine, or bottle of Rum, Coke, and 1
bag of ice on boarding

e FREE use of custom Float Plan - value $40

o Quarterly newsletters - be the first to receive notice of new specials, boats
being added to the fleet, and a schedule of events in the area

« PRIORITY notification of new specials being offered at participating Caribbean
Charter bases

e up to 15% OFF Caribbean charters with participating bases (certain terms and conditions
apply)
« Invitations to other vacations events

com
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Return to the index...

Owner Swap program....

In addition, for owners, we arrange Charter swaps between owners in different fleets and provide all of the above.
Return to the index...

Q&A—Chesapeake Management

In overview: We look at you as a partner and treat you with the respect that a partner deserves. We need to earn
your trust every year, because you can fire us any time you're not satisfied. We only make money when you
make money so that we have every incentive to book your boat, and keep it operational at the highest level
possible. This brings Charterers back and keeps you as our Client. That's our pledge and commitment!

e What are the advantages of just keeping the boat on the Chesapeake, vs the Caribbean?

e There are always trade offs and no perfect answer.

e The boat is closer to you and you have more time to use it (assuming you live within about 3
hours or so).

e Thereis less wear and tear. The wind is less. The water is brackish not salt. Less sun. There is
less charter utilization—so combining all of these, less wear and tear.

o Ifyou look at it as simply reducing expenses 50-100% depending on what tax advantages apply;
and you like the idea of having the boat closer to home with little or no hurricane threat—you're
looking at the right plan. You can always add a Caribbean option later—talk to us.

e LGC give me the best estimate of the number of days of charter | might expect on the Chesapeake Bay?

e We do not limit how much you may use your boat. You may block out as much time as you like.
Because of this policy, there is a great variation in the averages between owners that use their
boat a lot, vs. owner’s who try to optimize income opportunities.

e Onthe Chesapeake a good portion of the charters are weekends, or during the week—Weekend
rate is 65% of week rate and 4 day during the week rate is 65% so if you put these back to back,
that means you get 130% of the weekly rate. In other words, the average per day rate is higher
than it appears and/or fewer days can give you the income of more weeks. In general figure to
get the income from 10 weeks 120 days, you only need about 85% of 120 days or 102 days.

e Total days available April 15-Nov. 15 = 210-102=108 days left for owner—over 50% available for
owner. Owner can block out days he wants in advance. If we get a booking for a scheduled
owner day we will call the owner to see if he wants the money or the time.
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e Bottom line? About the maximum Chesapeake income you can expect would be 13 weeks
worth—because of overlapping scheduling dates, maintenance, some usage for yourself, etc.
P.S. In the Caribbean, assuming optimizing income—depending on the boat, we usually estimate between
24-30 weeks with the break even at around 20.
Which are the months, special dates, and days of the week of maximum charter demand on the bay? The
least?

e Holiday weekends generate most (Memorial/4th/Labor—aIso Annapolis Boat show in Oct.)

¢ Weekends next—Friday-Sun. We offer special rates and sailing courses during the week to fill in—
note the 65% of the weekly rate on weekends and 4 day during the week rate raises the average
daily rate you receive.

e July & Aug have traditionally been weaker. However, the addition of an all Air conditioned fleet has
changed this somewhat. We also concentrate our ASA courses in these months, and during the
week—any traditional slow period to increase utilization.

What is the maintenance that | will pay for and the likely amount?

e You are billed for routine maintenance—it runs about the same as it would if you didn’t charter but
had the same utilization(oil changes, small repairs and adjustments, bottom cleaning, between
charter cleaning, etc.)—actually, it's probably a little less because our rates for owners are less than
the typical boat yard. (See the projection for an estimate based on a 5 year average. Obviously, the
amount will be far less than the average in the first year (boat’s under warranty, bottom already
painted, etc.—but by year 5 you might be replacing cockpit cushions, canvas, running rigging, etc.—
so this is a conservative average! We only charge for maintenance you agree to and it is generally
deducted from your monthly charter payments.)

e Remember, the charterer pays a damage deposit equal to the deductible. If small things happen
(we've only had one insurance claim in 30 years) they’re paid for from the damage deposit. For more
major issues, the damage deposit gets used up and then the insurance kicks in. (There may be some
variation from this based on the insurance company you use, and the deducible you choose—talk to
us.)

e Our technicians have experience on a wide variety of boats. In addition, we use various Annapolis
based sub-contractors that have experience on virtually every popular cruising boat. Annapolis is
“Americas boating Capital!” Our staff double checks sub-contractors work giving you added peace of
mind.

e We clean the boat before and after charters. Charge charters for excessive work required. We collect
a damage deposit equal to your deductible. We generally check the bottom and running gear after
every week end (no charge to you). We clean the bottom once a month during the summer (billable to
you).

What are the Likely dock fees, insurance fees and other expenses | will incur?

e These are shown in the business plan. They vary depending on specific circumstances. Dock
fees between $10-15/mo. Depending on the boat, length/beam/draft and availability.

e |s it worth paying the higher Annapolis dock fees? Yes! There are so many people, corporate
execs, and other potential charterers wandering around our docks around the Chart House that
you will surely get one or two extra charterers which will more than pay any increased cost.

¢ If you keep the boat remote from our docks, our experience indicates that it is just not feasible to
travel back and forth to your boat to service it, check in charterers etc. If we had to charge you for
that increased cost it would be much more than the slightly higher Annapolis dock cost.

Where else might | take my boat if | want to move it for the winter?
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We work with a number of affiliates in other areas. Typically, we have affiliates in:
Florida/Bahamas/Keys; Virgin Islands; Grenadines; Belize; with new locations becoming available
from time to time—including FWI, and the Med.

e What is the cost of having a captain deliver my boat to another location?

This really varies depending on the boat, time of year and location. However, we do maintain a
list of approved captains (approved by the insurance companies we work with.) As an example, a
boat delivered to Florida might run in the $2,500-3,000 range, while to the Virgins, it would be in
the $5,500 range (Plus fuel and running expenses-Say something like $3/Mi. plus return trip
costs.). This is generally more than compensated by the income opportunities derived by moving
the boat south.

Keep in mind however, that the higher utilization, hot climate, and concentrated salt water (the
Chesapeake is only brackish) will increase maintenance costs and the wear and tear on the boat
in Florida or the Caribbean.

When you look at our business plan, you will see that a boat that goes/stays south, has lower
dockage costs but higher maintenance and insurance costs than one staying on the
Chesapeake—Ilook at the table for above 13 weeks.

e What equipment is needed on the Chesapeake?

While you can equip your boat any way you want, (see sample list above) there are certain things
that you need to include to make your boat competitive with other charter boats and compatible
with the Caribbean fleets if you elect to go south. While we are quite flexible, we will not accept a
boat that does not meet our minimum standards—remember, we only make money when you
make money. We need you to be successful.

On the Chesapeake: All standard CG and safety equipment with 2 anchors and rodes, A
substantial Bimini, cockpit cushions, anchor windlass with all chain rode. A/C is a must, and a
generator desirable. Normal sailing electronics with a GPS chart plotter recommended. An
invertor, adequate batteries, adequate refrigeration, (if the boat is going south, it needs to include
holding plates). Electric heads with fresh water supply is desirable. We will review the equipment
with you and make recommendations.

In the Caribbean, in addition, you will generally need upgraded refrigeration and a dinghy with
outboard. The dinghy should be chosen with an eye on what the management company that you
are considering requires. It should be hypalon. (AB, Apex and Caribe are typical examples. On a
catamaran, there should also be a bridle and locking system. Generally the engine should be a
Yamaha—15HP—easily serviced in the Caribbean or the Chesapeake.) See us for further
recommendations.

e What point of sale materials are used to promote my boat? What other promotions do you do?

We recommend that you choose a hame that is easy to say on the radio. You should incorporate
a removable LGC bow sticker. You will get a surprising amount of business by simply using this
one simple promotion tool.

We also supply a packet on board for the charterers, and do regular email and U.S. direct mail
promotions, as well as maintain a tremendously successful web site, advertise in a number of
appropriate publications and participate alone, or in conjunction with BYA in various boat shows.
Our data base contains over 25,000 prospects and 1,000’s of clients. Our activity in the
Caribbean and club program attract additional business and encourage repeat business.

We also have sales associates, charter boat owners, boat owners, brokers and even charterers
who actively participate in our referral reward program.

e Do you offer Charter swaps? LGC or your broker at BYA can make appropriate introductions to other owners
interested in making charter swaps. Ask for details if you have an interest.
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Can Owners act as a charter Broker?

e Yes. You may set up your own web site, or otherwise promote your new boat business. Some
owners follow up and act as a referring agent, or even a charter broker. You are paid accordingly
from 5-10% of the charter booked. RE: setting up a web site. To find a developer, go on line.
Companies such as Yahoo, among others offer enterprise sites. We have also heard good things
about Toad net.

What about insurance?

e Generally, you should arrange to be a part of LGC's fleet policy. This insures that you have
adequate protection, allows LGC to take out extended hurricane insurance should the need arise
(Once in 15 years), and insure that all parties are covered for the activities intended. This
includes having the appropriate deductible (generally 1%) so that the damage deposit will cover
this.

e If you arrange your own insurance—you need to make sure that it meets all of the criteria and
that you name LGC as an additionally insured. Talk to us before you do anything.

Do you have a hurricane plan?

e Yes. We have a written plan. We have an arrangement with our fleet insurer to implement an “as
needed” hurricane insurance addendum which even covers the cost of preparation. During the
last Hurricane that brushed Annapolis, we had $0 damage, and LGC boats were covered for their
hurricane preparation for only a $50.00 fee (The preparation costs were in the $1,000's).

What issues are involved concerning sales or use tax payments in MD? Are there any other taxes?

e You pay either a sales tax when you buy your boat or a “use tax” if your boat is used in MD
waters “a majority of the time”. There are no other taxes or business licenses involved. Often, but
not always, the various states recognize payment in any other.

e The MD sales tax law is quite convoluted and involves an understanding of it, and other state
laws as well if you are planning on moving your boat. We have a complete paper on this subject
that we will share with you once you sign up. At the time you are ready to sign up, we will give
you our opinion on how to qualify to avoid the sales tax—if that's appropriate.

Should | form a corporation? What sort of entity should my business take?

e There are many issues related to individual circumstances and we can discuss this with you.
Generally, for most people—setting up a simple LLC does the trick. The tax advantages pass
through to you personally in this case. There are liability issues and tax savings issues. We will
provide you with all of the details when you sign up.

What about tax advantages?

e They are substantial. You can write off up to 50% of your boats value the first year plus write off
up to a $250,000 expense allowance. You can front load the advantages or spread them out. The
right exit plan can allow you to turn tax advantages into equity. We can even show you how to get
the money out of your 401K plan early, with no penalty. All available when you sign up. We don’t
pussy foot around and send you back to your tax advisor. We show you what others have done
with 100’s of tax advisors input. We’'ll share with you their success, and the pitfalls to avoid. All
available when you sign up.

What are the costs when | want to use my boat myself?

 Normally, we will have the boat ready for you just like for a charter guest. Cleaned, Opened, A/C
on, ice in the refrigerator. You get the same treatment and benefits as a charter guest, but with no
charge at all.

e There is an exception if you use your boat frequently, say more than 50% of the time. In that case
an appropriate turn-around fee will be charged. (In the Caribbean, a turn-around fee is always
charged to owners.)
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e What should | do during the winter?
¢ You have 3 choices
i. Leave the boat in the water, in Annapolis. Actually a great plan and least expensive
option. We can winterize it and take care of everything. Talk to us.
ii. Haul your boat out of the water. We can winterize it and take care of everything.
iii. Arrange to take the boat south. Again, we can provide a captain, a management
company and arrange everything. Talk to us.
e |'ve heard of other companies using owners boats without authorization. How can | be sure that | can trust
you”

e Fair question. We've seen this happen. Our agreement includes using your boat for a certain
amount of promotional use. What does this mean?

e First, We call you before we would use your boat for this type of purpose. We have had boats
featured in magazine articles. We have had owners boats, with them aboard, be committee boats
for events where the Mayor, Governor or other dignitaries were invited guests—along with the
press, of course. We've done short, comp cruises with our brokers and other brokers—
acquainting charter brokers with your individual boat is a great way to increase bookings. Bottom
line, we ask your permission!

o We are the only Chesapeake company that offers the owners a, confidential, password protected
use schedule on the web. You always know what’s happening with your boat and if it's available.

e We provide a monthly statement which reflects all of the uses of your boat, and a statement of
income and expenses for the month.

o We look at you as a partner and treat you with the respect that a partner deserves. We need to
earn your trust every year, because you can fire us any time you're not satisfied. That's our
pledge and commitment!

Return to the index...

l. What we provide to BYA clients...

A note about “Purchase Price”...

| recently wrote an article comparing some Caribbean Charter companies claims of offering extremely low prices.
While this was written concerning catamarans, much of the information applies to monohulls (power and sail) as
well.

1. If you wish to put a catamaran in charter or set it up as a business, the maximumum tax advantages only apply
if you set it up in U.S. waters (Including U.S.V.l.--we have bases on the E. Coast and in St. Thomas). If you don't
get the tax advantages--you're losing at least half of the return that could cover the costs of your boat. Looking at
it another way, you need to charter at least twice as much (with twice the wear and tear) to get to the same place
as you can with our Boat-As-A-Business Program. For details call 410-263-2311 or go to:
http://www.bayacht.com/invest.htm

2. Are the prices really as low as they (Charter Companies) say? What they don't tell you is that their prices do
not include everything that you will want if you want to use the boat yourself. They typically do not include:
Duty (If you want to stay, or return to U.S. waters you will need to pay this), 110V. electrical system done
properly, advanced electronics, A/C and generator, electric, fresh water heads, Upgraded 12 and 110 V.
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System, Engine fire extinguishing systems, helm Bimini, RIB dinghy, advanced anchoring and mooring system
and much more. At the end of the day, to update their boats, to our standards will likely cost you more--and
may not even be possible. Find out more about how your boat should be set up:
http://www.bayacht.com/aaa/nl-artic/NoCompetition.pdf

If you want the straight facts and a straight quote--call us: 410-263-2311. We offer an unprecedented
satisfaction and best price guarantee. http://www.bayacht.com/service.htm

A. Pre-Purchase...

1.

2.

An exchange of discussions on your goals and preferences and how they relate to the services
we can provide.

Based on the single, or multiple locations where you will keep your boat, a suggested inventory
list.

A basic business plan showing cash flow, with a break down of costs and return. (Including tax
advantages). Access to a knowledgeable, tax planning expert.

Finance approval.

B. With your commitment (Boat purchase)

Consultation with you to customize your boat to meet your specific requirements. This includes plans for
adding equipment after you stop using it for business.

A detailed business plan: All of the above, plus a retirement plan, exit strategy details, what-if scenarios,
annual maintenance budgets, amortization schedules and more—what ever is needed.

Access to our resource people to discuss tax aspects, alternatives and exit plans,

1.

oo

Copies of:
a. Management agreement
b. Business plan
c. Business Tax analysis paper
d. Sales tax paper
e. Hurricane plan
f. A web page
g. Operation manual and check in sheet.

We finalize financing, insurance, and dockage

We discuss the advantages of setting up a corporation and the best format for your situation—we’ll even
do it for you!

We arrange Charter swaps between owners for different areas.

16
Bay Yacht Agency: 326 First St. Annapolis, MD 21403 410-263-2311 info@bayacht.com

Let’s Go Cruising 222 Severn Ave. Annapolis, MD 21403 410-263-1818 info@letsgocruising.com




\'a
HE=N
GENC

Bay Yacht Group-Sail/Power
On the harbor, Annapolis

Il. What we provide to clients that bring existing boats to LGC.

(All owners pay a one time, non-refundable fee for entry into our program with full
access to our resources. This is normally included when you purchase a new boat from
us)

1. A (remedial) discussion of | (A).

2. 1 (B) Including a review of optimizing your boat. Business plan. Tax planning guide and more.

3

Setting your boat up including setting up an operating manual, web page, complete check out of your
boat with suggestions for optimization.

Note: We reserve the right to reject any boat. We have limited openings and in general do not have space for
non-BYA boats in our fleet. One interesting exception is that if you are buying a new boat from us, and want to
charter your existing boat while it is for sale (reducing or eliminating overhead) we can talk to you about this
option.

Return to the index...

Next? 2 Simple steps!

1. Fill out and return the finance application attached.
2. Go to: http://www.bayacht.com/resource/password/Ab19334.html
Provide the information there and we will provide a detailed business plan and access

to our advisors.
Return to index...
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Boat-As-A-Business... Join us! It’s as easy as 1,2,3.

1. Choose your boat. Monohull of catamaran, power or sail. However you must make your purchase through
us! We make money by selling boats! Our services and support are included. We’'ll offer suggested
packages and then customize your boat further to completely meet your requirements.

2. Then, we'll talk over your plans for the future. Where do you want to keep your boat? How will you use it?
What is your long range plan?

3. Provide us with a simple financial application and the name of your new business (below).

We'll do the rest. Arrange financing, set up your boat, set up your business.

Slmp“fled Finance application ... (Enter Monthly or annual amounts)

. Total income from all sources.

. Co-signers income. Co-signer is [0 Spouse [ Other

. Total of all income

% | 5. Debt to income ratio. (4) / (3)

1
2
3
4. Total of all debt (Loans or obligations. Home(s), Boats, cars, Cr. Card debt, Etc.)
5
6. Total of all assets

7

. Total of all debt

B AR @B R|PH

8. Net Worth (6) — (7)

You don'’t need to look anything up. Just estimate.
| represent that the above figures are approximately right and that | have entered my best estimate at this time. |
hereby authorize Bay Yacht Agency and/or it's agents to run appropriate credit reports.

Boat contemplated (Sz-Type):

S.S. Number:

Print Name:

Sign on this line:

Name | would like for my business:

Send this, and fill out the request for information at:
http://www.bayacht.com/resource/password/Ab19334.html

Return to index...
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Other references:

1.

To see the difference between a charter company program and a management program please go to:

http://www.bayacht.com/aaa/nl-artic/mgt-vs-charter.ntm (More on tax advantages follow.)

To learn more about the advantages of setting up your own, home-based business, please go to:
http://www.bayacht.com/aaa/nl-artic/ArticleWhyaBusiness.htm

2008 tax incentive plan information... http://www.bayacht.com/aaa/nl-artic/TaxLawsandBAB08.htm
Why we have no competition when it comes to setting your boat up the way you want
it...http://www.bayacht.com/aaa/nl-artic/NoCompetition.pdf

Return to index...
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