The most common question we at Commercial Plus ﬁeld is “what EBITDA multiple will I
get if I sell my wash?” The answer is not so straightforward. Everyone can point to the
transaction that gets done at the monster multiple (10x, 12x, or more), and those do
happen, but they aren’t the norm. Very simply, value is determined by multiplying
EBITDA (or EBITDAR if there is rent paid to a related party), by a factor which varies
based on a number of elements.
Factors Driving Multiples:
• Location, location, location – a chain in a prime location with limited competition
and high barriers to entry will command a higher price.
• Number of washes – a chain will generally sell for more than a single wash. This is
particularly true with private equity buyers who are seeking a foothold in the industry as they prefer to put more money to work in an industry than would generally be
required to buy a single site.
• Recurring revenue – logically, one would imagine that a wash or a chain with a
substantial amount of revenue from a membership program would receive a higher
multiple. Reality is not so simple. A buyer is able to pay a higher multiple for a business where there is still a substantial amount of upside, because as they realize that
potential, the eﬀective multiple falls. Does that mean you should cancel your
program? Absolutely not, because multiple is only one half of the equation; the
other is EBITDA, which will of course be higher with a stronger operation.
• Asset quality – Nothing drives value down more directly than deferred maintenance. That is a dollar-for-dollar hit. On the other hand, a well-maintained physical
plant will allow a buyer to stretch as they won’t need to infuse a pile of cash after
closing.
• Management – A strong management team with a deep bench is a huge advantage
to a player entering the market and will positively impact valuation. When a ﬁnancial buyer makes a commitment to the space, they will be willing to overpay on the
ﬁrst, or “platform” acquisition, if they ﬁnd the leader who can take the organization
to the next level. For a buyer who already has an established team, management
talent (beyond the site manager level) is less likely to impact value.

There are countless other factors inﬂuencing multiples such as quality of
books and records, value of underlying real estate, amount of time a wash has
been open, type of wash (express, ﬂex, full), and many others. Interestingly,
there are situations that arise which are completely counterintuitive. A wash
that makes too much money (imagine that!) will possibly receive a lower multiple as the underlying real estate may not be able to support a valuation based
on a typical EBITDA multiple. A poorly run operation can garner a high multiple as the buyer sees the potential to raise EBITDA.
So, the moral is that the range of multiples is dramatic, and just because you
are oﬀered a lower multiple doesn’t mean you are actually getting less money
than your friend who sold at a higher multiple. It’s a complicated calculus
determining value. What isn’t complicated is that where it matters, the actual
purchase price, you will always ultimately do better by having a better business. Multiple is just half of the equation.

