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COMPANY PROFILE

arineMax is the world’s largest and most successful boat retailer
with 66 locations in 15 states. MarineMax offers only premium
brands that are superior in quality, styling and handling, and that
re supported by the world’s best manufacturers. MarineMax comple-
iments its industry leading brands with exclusive, value-added serv-
ices, such as dedicated delivery captains, classroom and in-water
ustomer training, professionally organized Getaways cruises, our
mmique Value-price no-haggle approach, and unparalleled after-sale
ervide. MarineMax focuses on the customer and the philosophy o _
Delivering the Boating Dream, which is the driving force behing
arineMax. Whether our customers want to spend time QSW.:."-

/

o, \akiing, tubing, or simply relaxing, MarineMax -&um thet

) ] n a

_ rom the stresses of everyday life and makes bo

or the
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WE CURRENTLY HAVE

m/_m WRETAIL LOCATIONS e
| N
.

During 2003, we expanded our presence in two of the fastest growing boating markets: the Southeast and the West. In the
Southeast, we completed the acquisition of Killinger Marine’s operation in the Florida Panhandle and southeast Alabama. Killinger has
been a well regarded dealer along the northern Gulf Coast of Florida and Alabama for almost 60 years with revenue of approximately
$15 million in its most recently completed fiscal year, The addition of the Killinger team and its three locations will help enbance our
customer’s experience, as we are better able ro fulfill the needs of the boating communities in Florida, Alabama and Georgia.

We also strengthened our presence in the West with the acquisition of Sundance Marine, Inc., a privately held boat dealership
with locations in Denver and Grand Junction, Colorado. Through its Grand Junction location, Sundance Marine generated approximately
$10 million of revenue in its most recently completed fiscal year. The Denver location was opened during the spring of 2003 and
1s expected to add $5 million in incremental sales during its first full year. The Sundance Marine acquisition provides us with a
strong presence in one of the largest boating markets in the Mountain states and complements our existing store base in Arizona,
Nevada and Utah.

Even before we incorporate our culture and strategies into these two acquired dealers, both already had a reputation for
quality service and strong customer support. This is a tribute to the passion and culture that exists in both organizations and ensures

that the integration will be smooth and efficient.

Financial Discussion

I am very proud that in 2003 we delivered record revenue in excess of $607 million. The.revenue growth was driven by a
6% increase in same-store sales. But perhaps more important is the trend in same-store sales growth. Our last three quarters reflected
strong same-store sales growth, including 18% for the September quarter. While it is still early in the cycle, we obviously hope to

as we move into 2004.

=

capitalize on this momentun

2003 Annual Report 4
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Length (in feet)

“MarineMax made our
boating dream a reality, so
much so, I bave referred a
number of my friends to
share the dream. Most
important, sales and service
have continued to be
responsive friends through-

out the ownership of

our boat.”
—Terry Aidman
Florida
35
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A Yamaha Boat Company enmpmessm O OTS

VWhen Boatingr Plezsure Is Important
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Custom Line, CRN, Riva, Mochi Craft, Pershing and Apreamare and the exclusive Bertram dealer for the United States, excluding
the Peninsula of Florida and certain portions of New England. These products complement our other premium brands. This brand
expansion, along with other brands that we added in 2003, such as Grady White and Meridian, will help drive same-store sales
growth and accordingly future earnings. Our ability to expand our product offerings by adding premier brands is a tribute to our
financial strength and distribution capabilities. In 2004, we will focus on integrating these products and continue to expand our
service, parts and accessory, finance and insurance and brokerage businesses. We have driven incremental improvements in the past
in these areas and expect that trend to continue.

Second, we will seek accretive strategic acquisitions. We constantly are in discussions with dealers to become a part of
MarineMax. While the timing of acquisitions is unpredictable, these efforts will continue.

Finally, we will invest in strengthening the MarineMax Team as this has yielded strong results throughout our history.

While the general economic tide seems to be changing for the positive, it is still too early to be sure. Our successful perform-
ance in the last two years has prepared us to overcome any environment. If the cycle turns positive, we will endeavor to capitalize on
every opportunity to deliver very sound results.

On behalf of the entire MarineMax management team, we extend our appreciation to our stockholders, customers, business

partners and team members. We are honored by the support you have shown us and the value you have placed in our relationship.

AN

We look forward to many more years of success.

Sincerely,

7

William H. McGill, Jr.
Chairman of the Board,
Chief Fxecutive Officer

and President

2003 Annual Report 8
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MarineMax, Inc. and Subsidiaries

MANAGEMENT’'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION, AND RESULTS OF OPERATIONS

We are the largest recreational boat retailer in the United States with fiscal 2003 rev-
enue exceeding $607 million. Through our current 66 retail locations in 15 states, we sell
new and used recreational boats and related marine products, including engines, trailers,
parts, and accessories. We also arrange related boat financing, insurance, and extended
warranty contracts; provide boat repair and maintenance services; and offer yacht and
boat brokerage services.

MarineMax was incorporated in January 1998. We have significantly expanded our
operations through the acquisition of 21 recreational boat dealers, two boat brokerage
operations, and one full-service yacht repair facility since our formation. As a part of our
acquisition strategy, we frequently engage in discussions with various recreational boat
dealers regarding their potential acquisition by us. Potential acquisition discussions fre-
quently take place over a long period of time and involve difficult business integration and
other issues, including in some cases, management succession and related matters. As a
result of these and other factors, a number of potential acquisitions that from time to time
appear likely to occur do not result in binding legal agreements and are not consummated.

During the fiscal year ended September 30, 2003, we completed the acquisition of two
recreational boat dealers. During September 2003, we acquired substantially all of the
assets and assumed certain liabilities of Killinger Marine Center, Inc. and Killinger Marine
Center of Alabama, Inc., a privately held boat dealership with locations in Ft. Walton Beach
and Pensacola, Florida and Gulf Shores, Alabama, for approximately $2.3 million in cash,
including acquisition costs. During June 2003, we acquired substantially all of the assets
and assumed certain liabilities of Sundance Marine, Inc., a privately held boat dealership
with locations in Denver and Grand Junction, Colorado, for approximately $3.3 million
in cash, including acquisition costs. The asset purchase agreement contains an earn out
provision, which will impact the final purchase price annually, based on the future profits
of the region through September 2008, assuming certain conditions and provisions are
met. These acquisitions were accounted for under the purchasec method of accounting.

During the fiscal year ended September 30, 2002, we completed the acquisition of two
recrcational boat dealers. During April 2002, we acquired the net assets, including the owned
sales and marina facilities, and assumed certain liabilities of Gulfwind Marine Partners,
Inc. and affiliates, a privately held boat dealership with locations in Sarasota, Venice, and
Cape Haze, Florida, for approximately $16.0 million in cash. During July 2002, we acquired
substantially all of the assets and assumed certain liabilities of Seaside Marine, Inc., a pri-
vately held boat dealership in San Diego, California for approximately $100,000 in cash,
including acquisition costs. These acquisitions were accounted for under the purchase
method of accounting.

During the fiscal year ended September 30, 2001, we completed the acquisition of a
full-service yacht repair facility. We acquired the net assets, including the assumption of
certain liabilities and related property and buildings, for approximately $5.6 million in
cash, including acquisition costs. The acquisition was accounted for under the purchase
method of accounting,

We derive our revenue from selling new and used recreational boats and related marine
products; arranging third-party financing, insurance, and extended warranty products;
providing boat repair and maintenance services; and offering boat and yacht brokerage
services. Revenue from boat or related marine product sales, boat repair and maintenance
services, and boat or yacht brokerage services is recognized at the time the product is
delivered to the customer or the service is completed. Revenue earned by us for arranging
financing, insurance, and extended warranty products is recognized at the later of cus-
tomer acceptance of the service contract terms as evidenced by contract execution, or
when the related boat sale is recognized.

Cost of sales generally includes the cost of the recreational boat or other marine prod-
uct, plus any additional labor, parts, or consumables used in providing maintenance,
repair, and rigging services.

APPLICATION OF CRITICAL ACCOUNTING POLICIES

We have identified the policies below as critical to our business operations and the under-
standing of our results of operations. The impact and risks related to these policies on
our business operations is discussed throughout Management’s Discussion and Analysis
of Financial Condition and Results of Operations when such policies affect our reported
and expected financial results.

In the ordinary course of business, we have made a number of estimates and assumptions
relating to the reporting of results of opcrations and financial condition in the preparation
of our financial statements in conformity with accounting principles generally accepted in
the United States. We base our estimates on historical experience and on various other
assumptions that we believe are reasonable under the circumstances. The results form the
basis for making judgments about the carrying values of assets and liabilities that are not
readily apparent from other sources. Actual results could differ significantly from those
estimates under different assumptions and conditions. We believe that the following dis-
cussion addresses our most critical accounting policies, which are those that are most
important to the portrayal of our financial condition and results of operations and require
our most difficult, subjective, and complex judgments, often as a result of the need to
make estimates about the effect of matters that are inherently uncertain.

Revenue Recognition

We recognize revenue from boat, motor, and trailer sales, and parts and service opera-
tions at the time the boat, motor, trailer, or part is delivered to or accepted by the cus-
tomer or service is completed. We recognize commissions earned from a brokerage sale at
the time the related brokerage transaction closes. Commissions earned by us for placing
notes with financial institutions in connection with customer boar financing are recognized
when the related boat sales are recognized. Marketing fees earned on credit life, accident,
and disability and hull insurance products sold by third-party insurance companies are
also recognized when the related boat sale is recognized. Commissions earned on extended
warranty service contracts sold on behalf of third-party insurance companies are recog-
nized at the later of customer acceptance of the service contract terms as evidenced by
contract execution, or when the related boat sale is recognized.

2003 Annual Report 10
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MarineMax, Inc. and Subsidiarics

MANAGEMENT’'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION, AND RESULTS OF OPERATIONS (continued)

in fiscal 2003 from 23.0% in fiscal 2002. This increase was primarily attributable to an
increase in finance and insurance, parts and service revenue, which generally yield higher
gross margins than boat sales. In addition, less margin pressure on smaller boats also
contributed to the gross profit increase. This increase was partially offset by an increase
in sales of larger boats, which historically carry lower gross profits.

Selling, General, and Administrative Expenses. Selling, general, and administrative
expenses increased $17.7 million, or 18.6%, to $113.3 million for the fiscal year ended
September 30, 2003 from $95.6 million for the fiscal year ended September 30, 2002.
Selling, general, and administrative expenses as a percentage of revenue increased to 18.7%
in fiscal 2003 from 17.7% in fiscal 2002. The increase in selling, general, and administra-
tive expenses as a percentage of revenue is attributable to additional costs associated with
marketing and an increased level of operations compared to that of the prior year.

Interest Expense, Net. Interest expense, net increased $1.2 million, or 95.5%, to $2.5
million for the fiscal year ended September 30, 2003 from $1.3 million for the fiscal year
ended September 30, 2002, Interest expense, net as a percentage of revenue, increased
to 0.4% in fiscal 2003 from 0.2% in fiscal 2002. The increase in total interest charges
was the result of increased long-term borrowings associated with mortgages on facilities
and equipment and the implementation of EITF 02-16, partially offset by a more favorable
interest rate environment.

Income Tax Provision. Income taxes increased $1.6 million, or 15.3%, to $12.3 million
for the fiscal year ended September 30, 2003 from $10.7 million for the fiscal year ended
September 30, 2002. Our effective tax rate remained constant at 38.5% in fiscal 2003 and
fiscal 2002.

Fiscal Year Ended September 30, 2002 Compared to Fiscal Year Ended September 30, 2001

Revenue. Revenue increased $36.6 million, or 7.2%, to $540.7 million for the fiscal year
ended September 30, 2002 from $504.1 million for the fiscal year ended September 30,
2001. Of this increase, $23.1 million was attributable to stores not eligible for inclusion in
the comparable-store base and $13.5 million was attributable to 3% growth in comparable-
store sales in fiscal 2002. We believe the increase in comparable-store sales in fiscal
2002 resulted primarily from our focus on our core retailing strategies of customer service
and delivering a family-oriented boating experience.

Gross Profit. Gross profit increased $4.5 million, or 3.7%, to $124.6 million for the
fiscal year ended September 30, 2002 from $120.1 million for the fiscal year ended
September 30, 2001. Gross profit margin as a percentage of revenue decreased to 23.0%

in fiscal 2002 from 23.8% in fiscal 2001. The decrease was attributable to a proportionate
increase in sales of larger boats, which historically carry lower gross profits and downward
pressure on the selling price of our boats due to softer economic and market conditions. This
decline was partially offset by an increase in parts and service revenue and commissions/
marketing fees received on certain finance and insurance products, which generally yield
higher gross margins than boat sales.

Selling, General, and Administrative Expenses. Selling, general, and administrative
expenses increased $2.8 million, or 3.1%, to $95.6 million for the fiscal year ended
September 30, 2002 from $92.7 million for the fiscal year ended September 30, 2001.
Selling, general, and administrative expenses as a percentage of revenue decreased to 17.7%
in fiscal 2002 from 18.4% in fiscal 2001. The decrease in selling, general, and administra-
tive expenses as a percentage of revenue is attributable to our cost-containment initiatives,
including workforce reductions, resulting in a stronger leveraging of our operating struc-
ture and approximately $1.0 million from the elimination of goodwill amortization, which
represents the impact of adopting SFAS 142, partially offset by the acquisition of Gulfwind
Marine, which currently operates at a lower operating margin than the rest of our company.

Interest Expense, Net. Interest expense, net decreased $1.1 million, or 47.2%, to $1.3
million for the fiscal year ended September 30, 2002 from $2.4 million for the fiscal year
ended September 30, 2001. Interest expense, net as a percentage of revenue, decreased to
0.2% in fiscal 2002 from 0.5% in fiscal 2001. The decrease in total interest charges was
the result of a more favorable interest rate environment, partially offset by an increase in
long-term borrowings or mortgages placed on new and acquired facilities.

Income Tax Provision. Income taxes increased $1.1 million, or 11.2%, to $10.7 million
for the fiscal year ended September 30, 2002 from $9.6 million for the fiscal year ended
September 30, 2001. Our effective tax rate remained constant at 38.5% in fiscal 2002
and fiscal 2001.

QUARTERLY DATA AND SEASONALITY

The following table sets forth certain unaudited quarterly financial data for each of our
last eight quarters. The information has been derived from unaudited financial statements
that we believe reflect all adjustments, consisting only of normal recurring adjustments,
necessary for the fair presentation of such quarterly financial information.

The operating results for any quarter are not necessarily indicative of the results to be
expected for any future period.
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MarineMax, Inc. and Subsidiaries
CONSOLIDATED BALANCE SHEETS

(Amounts in thousands except share and per share data)

September 30,

September 30,

2003 2002
ASSETS
Current Assets:
Cash and cash equivalents .......c.ccoeeveonincenincnennne erreeireresareeesaeinns reerer e a s ieaas ererereeens eteeeenveereere e eererennreeas tereeereeeteeerteeehtesebaaaaea s bee e e beaneen $ 10,508 $ 4,323
Accounts receivable, net .................. eeennnenes rreereretneae e ettt e ——rreaeeea—— e ar——— reerreeeaans rerereeeennnnes ettt e eretaeaeeeereaaeaaareeenreeereanaaaras rreereer e 21,757 14,268
Inventories, net................... eeeeeaeeeeeenaa e eveeeene———- reeretera e eeenanes et eeeanie JUSURSI [ USRS eeeeeraaeeeeierrancnrnn. eveeveaaa—— 165,382 164,121
Prepaids and other current assets.....cccooiererueevceerrircnnennns e e e rea———— e reee——aens e e ——r e e —aenannns . 4,127 3,613
Current deferred tax asset 1,528 213
Total current assets.......cccoccvuveeees . 203,302 186,538
Property and equipment, net ....... et e et 71,899 64,016
Goodwill and other intangible assets, net.........ccc...... reeeeeeaassteteeitreeeeeeeaneeeenrreeraess 53,144 49,589
Other long-term assets.......ccccveerveeeans tenrerreeeareeseens terteeereeeareeen e anns rerrtee et eaeteeeetea e rrenrnneerans 810 1,003
Total assets ........... s e teerreveearenrae it earranres ettt ettt et enes eereeereeenns eeee e et eererr et ete e ears s e $329,155 $301,146
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current Liabilities:
Accounts payable $ 12,402 $ 9,283
Customer deposits ...... RS et et ae e STPUTRTRO e et s e et enae RO FOURRPRRORRRRRN e 9,924 9,149
Accrued expenses..........coeeeun.e. ST e RS e SRRSO e e s 14,629 15,772
Short-term borrowings .....coceveveniieinnneneees e e et te et et a e e st e e nee e e e e eneeens e e ettt ettt e e e s teaaee e e e enaee SRS 97,000 95,000
Current maturities of long-term debt..................... e e e et eetee et et te st aen SRR et ettt e 2,344 1,908
Total current liabilities............... evrerneren et teteetteitereeatnteeteaattrsaeatteearteesrnrerarnearen renreneaeeanae ereeee ettt er et antaeate e e r et eareaeesaeesrareeranrens 136,299 131,112
Other liabilities.........c....... reereare s reevveeeerarnrraas erreeeeenens et tateeeaeeaeeaee st ennaneeas e e e e et eeeee et ttteeeraihtteeatrreteasnateeenrentreeanrreeeaararaseeaans — 502
Deferred tax liabilities ........ erreeereaaeaaas eereerrrerreaen reeeevreeetertaeeanrrens e eeereearerrre e i 6,801 4,485
Long-term debt, net of current maturities..... et nares e rererreraeerereenreannnas e eteeeeateretee st eeaare e nr e ttaeennes 19,999 19,857
Total liabilities. 163,099 155,956
COMMITMENTS AND CONTINGENCIES
Stockholders’ Equity:
Preferred stock, $.001 par value, 1,000,000 shares authorized, none issued or outstanding at September 30, 2003 and 2002............ ererannneaas JOSUTUU — —
Common stock, $.001 par value; 24,000,000 shares authorized, 15,401,686 and 15,285,704 shares issued
and outstanding at September 30, 2003 and 2002, respectively ............. et e reee e reereeneeeanas erreeeree et e O tereeeueeeneeeareeaeerennnaeans . 15 15
Additional paid-in capital............. e rete e e eaen rereerre s e e e eeraeeteeeteeentestaesteseresesseseesneennrenns ST oot eanas ettt 65,235 64,037
Retained earnings ........cccc...... ertteeterrarrrataaeaaaeeaans rerrteeeeanaraaeeaa e rrraaaaas et e et e aeetbrrtaeaanaeeeeaernnnns e tteteeeetrreeeeeeerianenreeenreeeaeeettreeean erree e e————— 100,806 81,156
Treasury stock, at cost, 2,349 shares held at September 30, 2002.................... wrrreenes vt eraaas ereeeertreerateaesteer e attaeantbeaataesasaaaeserarareeareeeenre v — (18)
Total stockholders” equity .c...cveeeciivoenierrceenenirreeee e e et e e e RPN PRI 166,056 145,190
Total liabilities and stockholders’ equity.......cccooverurriascrneeene et et et ettt e nae et v et $329,155 $301,146

See accompanying notes.
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MarineMax, Inc. and Subsidiaries

CONSOLIDATED STATEMENTS OF STOCKHOLDERS® EQUITY
(Amounts in thousands except per share data)

See accompanying notes.
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Additional Total
Common Stock Paid-in Retained  Treasury  Stockholders’

Shares Amount Capital Earnings Stock Equity

BALANCE, September 30, 2000 .............. eeeeeeeerersssessssessesseseerernenaaaaeeeeereranrnrannnrnns reerereeeeneeeeans eveerenr——— 15,221,780 $15 $63,572 $ 48,753 $ — $112,340
Net income............ e eeereeeeeeeetieesiteeeiereereeraeseestesennaaraeearraarean JUUURRROP ereen s reererereerarrare i ———- — — — 15,349 — 15,349
Purchase of treasury stock........... e e eeeeeeeieeiesttissseeetesseeesesreeeesseeseeeesesenreeaennnrreeaans rerveraeaennee eerreeas (81,413) — — — (501) (501)
Issuance of treasury StoCK......coviveriiireriniinreoreeeeecieeeenneenas rerreetraeeen—as etteeeeieieeeeeaaneteeeeaanreneaeearnnneees e 25,668 — 5 (11) 157 151
Issuance of common stock............ 55,343 — 354 — — 354
BALANCE, September 30, 2001 .....cccceeue. 15,221,378 15 63,931 64,091 (344) 127,693
Net income.......... — — — 17,065 — 17,065
Issuance of treasury StOCK.....cooveveivieriiicrniinnann. e e 53,396 — (5) — 326 321
Issuance of common StocK......ccccvveeverveeenrieennis e raaeeeas rereereerareesaaeenas e nteeertee e breeaaaeaarteaenareeaias 10,930 — 111 — — 111
BALANCE, September 30, 2002 ......covvviiiiiinnninnnnns rereereeaaaeians ettt ittitiieeraeeeseressssessssnstereeresereterennntennenesns 15,285,704 15 64,037 81,156 (18) 145,190
Net income........ et teetrhettsstseeetrerteetersartiiateininsasattresnnsitastnnsennaeerrrnenraenn e e et teeennrenraaerrannrns e — —_ — 19,681 — 19,681
- Purchase of treasury stock ......ccoevveeneiiiiniiiniinnne e eteeeeeeiieteeeesssssteseeissssresesssreeesesesssrereessreeeresesannes (15,000) — — —_ (134) (134)
Issuance of treasury StocK.....ccoveverieneeriecnencee et ere et e e rteetee et e eereenrea—eebaentaeteaneaees 17,349 — — (31) 152 121
Issuance of coMmMON StOCK .c..evvreirrereierecirreerrreeens et erireeetaeeeeea—eaeeannanraaaanns e rrte e bareeeaheeeeaneeneeeea 113,633 — 1,198 — — 1,198
BALANCE, September 30, 2003.................... et ee e autssaeeeeannrranaa et teerenerasannenans et aaaaaes 15,401,686 $15 $65,235 $100,806 $ — $166,056
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MarineMax, Inc. and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. COMPANY BACKGROUND AND BASIS OF PRESENTATION:

We were incorporated in Delaware in January 1998, and are the largest recreational
boat retailer in the United States. We engage primarily in the retail sale, brokerage, and
service of new and used boats, motors, trailers, marine parts, and accessories. As of
September 30, 2003, we operated through 65 retail locations in 15 states, consisting of
Alabama, Arizona, California, Colorado, Delaware, Florida, Georgia, Minnesota, Nevada,
New Jersey, North Carolina, Ohio, South Carolina, Texas, and Utah.

We are the nation’s largest retailer of Sea Ray, Boston Whaler, Meridian and Hatteras
Yachts, all of which are manufactured by Brunswick Corporation (Brunswick), the
world’s largest manufacturer of marine products. Sales of new Brunswick boats (including
Hatteras Yachts, which Brunswick acquired in November 2001) accounted for approxi-
mately 65%, 65%, and 70% of our revenue in fiscal 2003, 2002, and 2001, respectively.
We believe we represented approximately 10% of all Brunswick marine product sales
during the same periods.

We have entered into dealership agreements with Sea Ray, Boston Whaler, Meridian,
Hatteras Yachts, Mercury Marine, and Baja Marine Corporation, all subsidiaries or divisions
of Brunswick. These agreements allow us to purchase, stock, sell, and service Brunswick
boats and products. These agreements also allow us to use Brunswick’s names, trade
symbols and intellectual properties in our operations.

Each of our operating dealership subsidiaries that carry the Sea Ray product line is a
party to a multi-year dealer agreement with Brunswick covering Sea Ray products, expiring
beginning in 2008, and is the exclusive dealer of Sea Ray boats in its geographic markets.
Our subsidiary, MarineMax Motor Yachts, LL.C, is a party to a dealer agreement with
Hatteras Yachts. The agreement gives us the right to sell Hatteras Yachts throughout the
state of Florida (excluding the Florida Panhandlc) and the state of Texas, as well as the
U.S. distribution rights for Hatteras products over 82 feet.

As is typical in the industry, we deal with manufacturers, other than the Sea Ray diviston
of Brunswick, under renewable annual dealer agreements, each of which gives us the right
to sell various makes and models of boats within a given geographic region. Any change
or termination of these agreements for any reason, including changes in competitive, regu-
latory, or marketing practices, including rebate or incentive programs, could adversely
affect our results of operations. Although there are a limited number of manufacturers of
the type of boats and products that we sell, we believe that other suppliers could provide
similar boats and products on comparable terms. A change in suppliers, however, could
cause a potential loss of revenue, which would affect operating results adversely.

The consolidated financial statements inciude our accounts and the accounts of our
subsidiaries, all of which are wholly owned. All significant intercompany transactions and
accounts have been eliminated.

2. ACQUISITIONS:

We have significantly expanded our operations through the acquisition of 20 recreational
boat dealers, two boat brokerage operations, and one full-service yacht repair facility since
our formation. As a part of our acquisition strategy, we frequently engage in discussions
with various recreational boat dealers regarding their potential acquisition by us. Potential

acquisition discussions frequently take place over a long period of time and involve difficult
business integration and other issues, including, in some cases, management succession and
related matters. As a result of these and other factors, a number of potential acquisitions
that from time to time appear likely to occur do not result in binding legal agreements and
are not consummated. The following are the acquisitions we have completed during the
years ending September 30, 2003, 2002, and 2001.

In September 2003, we acquired substantially all of the assets and assumed certain lia-
bilities of Killinger Marine Center, Inc. and Killinger Marine Center of Alabama, Inc., a
privately held boat dealership with locations in Ft. Walton Beach and Pensacola, Florida
and Gulf Shores, Alabama, for approximately $2.3 million in cash, including acquisition
costs. The acquisition was accounted for under the purchase method of accounting, which
based on our initial valuation resulted in the recognition of approximately $600,000 in
goodwill, including acquisition costs and approximately $300,000 in indefinite-lived
intangible assets (primarily dealer agreements). The acquisition expands our ability to
serve consumers in the Alabama and Florida panhandle boating communities. Killinger
Marine has been included in our condensed consolidated financial statements since the
date of acquisition.

In June 2003, we acquired substantially all the assets and assumed certain liabilities
of Sundance Marine, Inc., a privately held boat dealership with locations in Denver and
Grand Junction, Colorado, for approximately $3.3 million in cash, including acquisition
costs. The acquisition was accounted for under the purchase method of accounting, which
based on our initial valuation resulted in the recognition of approximately $1.7 million in
goodwill, including acquisition costs, and approximately $900,000 in indefinite-lived
intangible assets (primarily dealer agreements). The acquisition expands our ability to
serve consumers in the western United States boating community. The asset purchase
agreement contains an earn out provision, which will impact the final purchase price
annually, based on the future profits of the region through September 2008, assuming cer-
tain conditions and provisions are met. Sundance Marine has been in¢luded in our con-
densed consolidated financial statements since the date of acquisition.

In July 2002, we purchased inventory and certain equipment from the previous San
Dicgo-based Sea Ray dealer (San Diego) for approximately $100,000 in cash including
acquisition costs, and assumed certain liabilities. The acquisition was accounted for under
the purchase method of accounting, which based on our initial valuation resulted in the
recognition of approximately $100,000 in goodwill, including acquisition costs. This pur-
chase enhanced our ability to serve consumers in the western United States. San Dicgo has
been included in our consoiidated financiai statements since the date of acquisition.

In April 2002, we acquired the net assets of Gulfwind Marine Partners, Inc. and Affiliates
(Gulfwind), including related property and buildings, for approximately $16.0 million in
cash, including acquisition costs, and assumed certain liabilities. Gulfwind operates sales and
service facilities located in Sarasota, Venice, and Cape Haze, Florida. Gulfwind generated
approximately $60.0 million of revenue in its last completed fiscal year prior to the acquisi-
tion, and the acquisition expanded our ability to serve consumers in the west Florida boating
community. The acquisition was accounted for under the purchase method of accounting,
which based on our initial valuation resulted in the recognition of approximately $6.2 million

2003 Annual Report 18




61 Moday jenuuy €007

Juausiedw Aue pazIugoda3 J0u daeY am A1Ep Of, '$195sk J[qIdueiur I[qEYHUIPI 10 [[IMpooT
Jo 1usuwedwn ou Ul paynsal Yowym ‘ez ‘¢ dunf 1e 1521 wswnedun [envue oy paisyd
-UI0d OS] JABY 3 “s1asse ajqiduriut ajqEYIIUIP! 10 [1mMPood jo Jusumedui Ou Uy paInsal

Yorym 1591 Juawineduir jeuonisuell 3yl palsfdwiod ay "poyIsuwl MO YSEd pajunodsip
paroaload & Sutpnipur ‘s3130[0poyIaW UONEN[EA SSIUISN] SNOLIEA UO paseq Juduriedun jen

-uszod Aue sansesw 3 “sso Jusuritedwr ue 5zHIS0221 PINOM M ANJEA IIEJ SII SPIIIKI [[Im

-pood 10 13sse 3]qIFUEIUL BqEHLILAP! UE JO JUNowE FulALIED 341 §] *IqEINA0I 3] 10U LB
anjes Juif11ed 3ys 1yl SILdIPUL SIOUBISWNIIID Ul SAFUBYD 1O SIUIAD 19AUIYM JO A[jenuue

1SE3] 1€ [|Impood pue s19sse 2|qrdueIur JqeIIuap! Jo Juswaredw 3Y) SSISSE M ‘Judw
-$$3SSE [ELIUL 9Y3 03 UOIPPE U] “JU3WIEIs Y3 Jo uoudope [eniur Jo Mep Ayl U0y syIuou
XIS uIyiam 3833 Juswedw [euonisuenl e jo uonadwod ayi pannbai 74| SY4S "2007 B
Sy Ut 7| SYAS 3dope 4183 01 pa1oajd o "SIdUBISWINDIID uresdd ut pannuidd uonesdde

A1e2 ynm ‘1007 ‘S1 10quada( 1aye Fuluurdaq s1eak |BISY 10) JA1IIYY SEM THT VS
A|[enuue 1ses| 1e Juswsredun
10§ Pa1sa) pedlsul 1N ‘PIzIIIOWE 3¢ 193U0] OU S1aSSE I|qISULIUL PIAL-IULYIPUI PUE [jIm
-pood Jeys saxinbax 741 SIS "SIqISUBIUT PaAI-aNuULIpUL 1B YdIYM ‘SludwdiFe Id[edp e
$13SSE 2]qI3UrIUl IQELYLIUIPI £|UO INO JBY) PAUIULIDIDP IABY 3 ‘Jmpood woyy £piesedas
panrodar pue s1asse Se paziuFodal aq uoneulquiod ssauisng e ug paanboe siesse syqiueiur
s|qeynuapt 18yl pue Zununodde Jo poylaw sseydand syl Juisn 10J PaIUNOddE 3G 01 1O)(OT
‘0¢ aun{ 1o)e palenIul SUOHEWQWOD $SaUIST SaHNDAI TH] SIS (ZH] SVAS) S198sY
Jqrduelu] JYIQO PUE [[IMPOON),, ‘7] "ON Sprepurls Sununocdy [eUBUL] JO JUIWILIG
pue (THI SYAS) SUOEUIqUIO)) ssaulsng,, ‘[ "ON SpIEpuerl§ SuUnunomy [eueuL]

Jo JuduIAIEIG pansst (Gy) pieog spiepurls Jununody enueul] ayl ‘gz dunf uf
sjassy a|qibueluj JaylQ pue |Impoor)

"S3AI] [NJASN 1193 1940 paziiowe pue pazijended a1e siudwdsoadu

pue sjuowdnejda1 olew fparindur se suoneiado 01 padieyds aae syuswooeydas 1outw pue

snedas OURLUIE SUOREIZIO JO SIUSWIILIS PIIEPHOSUOD dY} LI Papnjoul ST SSOJ 10 tes

Sunjnsaz Aue pue ‘uonisodsip Jo Uil 9y JE SIUROIIE 3Y1 WIOIJ PRAOWI A1e uonenaidsp
paie|nwinooe pale[ar 9y puE painad 1o pos wuawdinba pue L1radoad jo 1505 2y,

C e SIIYPA
OMIW ...................................................................................................... mu‘_:uuﬁm _uCN wu:umr—u:nm
LmG oo wzwdinbs pue Lisungdey
0p—5 - sjuswaaoxdun pue sduip[ing

STEDL

:$mo[[of se axe uonensidap Junndwod jo sasodind

JOJ S3AN [NJas[) "Poylaw suif-1yJreads a3 FuIsSn SIAI| [NJISN PIABWILISI I 1IA0 pateasdap
aTe pue ‘Uolie1daidap pare|nwnddE JO 19U 1502 18 PapIodal are Juswdmbs pue A11adoig

jJuawdinb3g pue Azadoad

"T00T 40 £007 ‘0f Joquaidag Jo se ajoym
e Se va—mu s1gswIdlels —mmucwca _Uwumwu:OmCOU Ur_u [s)] —N:@uﬂ—\: JOou Ssem Lu_r_kr .vucwao——w

UolEN[BA © UIBJUIETU 9M ‘SPUDI} JOYIEW JUSIIND JO UOIIBIIPISUOD ING PUE SILIOIUIAUL 9Y]
40 s3uide ay3 uo paseq “I1MIEW 10 SISE] 1NO-1S1Y ‘UI-ISII] Y1 UO PIUILIASP IS0 JO IIMO]
941 1& PIIEIS ITB SILIOSSIDOE PUE SIIBJ “1INILWI 10 ‘SISEQ UOIIEIJIUIPI-dYIdads B U0 paunw

-1919p 150D JO J3MO] 9Y3 3B PIIEIS DIB SILIOIUIAUI IO|IEI) PUE JOIOW JEOY Pasn PUE MIN]
Sa1I0JUBAUY

“Appansadsal ‘100z pue ‘go0T ‘€007 ‘0f 12quaidag papua siead [easy syl 1o uoliu
1°8$ pue ‘voijiu ¢/ ¢ ‘uoifjru 1°¢¢ APrewrxosdde Jo syuswied xe) awodur spew sy

*SI9PUI] SN0 Yum parandui Isuadxs
Isaaa3ul Ino Isutede dUEISISsE oyl Fuilau 03 pasoddo se safes Jo 1500 parejal pue 150d
A301U3AUI JO UOUONPAI € SEB SIDINIDEJNUEW WO} PIAIBIAT IOUBISISSE 1SIIAIUI AJIsse]d 0 sn
sannbaa Apuesyrudss 3sow YaIym ‘91-z0 LT YIM 9DUBPIODIE Ul SIDINIDEJNURW 4G Papia
-01d 2oUBISISSE 1S21AIUL 10§ PAIUNODIL IM ‘€00 [LI5Y Jo 1211ENnb Yunoy ayy Juuing “1oQ7 pue
7007 1edsy Suump pue ‘copZ |BIsY jo 1aienb pay oy yInoay ssaindeynuew £q papraoid
DIUEISISSE 1S2IANUI JO 32U KI0JUIAUI JBOG MIU puE STUIPIOY 2IBISI L3 IO DUBUY O} IGIP UO
1s3s91ut Juipnpur ‘A[pandadsss ‘1007 pue ‘7007 ‘€00 ‘0€ 4oquiaidag papud siead [edsy ayi 10§
uol[[iu $°7$ pue ‘uolfiw ¢*1¢ ‘uotu ¢7¢ Ajrewnxosdde jo siwewied 1sarann apew ap
‘siuafeainbo yses aq 01 s3] 10 sypuowt Y Jo Auntew [RuISUIO UB Yim SIUSWISIAW
pinbyy A|ySiy [je 19pIsuod am ‘smojy YSEI JO SIUIWAIERIS PArepljosuod gl jo sasodind 1og~
SMO0]4 YyseJ Jo sjuawalels

:8310170d ONILNNOIIV LNVII4INDIS £
aeaf uomisiboe pareas syl ut siseq 21e35183e Ue 1o [ENpIAIpUT UE DY

uo 1uediiudis 10U a1am sUONISINbOE 3501 JO 19953 Y3 s& ‘suomsinbae [(O7 10 £00T
|edsy aya Jo Aue 01 103dsa1 yum panuasaid udaq 1ou aaey suone1ado Jo s1nsal Buii0) 01

801 $ o111 $ dteys 1ad sguruaes pan[i(]

80°1 % L m ........................................................................ a1eyS 12d mwcmcuﬂv Siseq
OOvAw— % v.m—am.— % .......................................................................................... awodur 1N
NO*\R@W% wmonwwm% ................................................................................................ anusady

100¢C 700t (24vqs 4ad sSunuva 1daoxa spuvsnoyl ur sjunouy) (pagipnvug})

1LOOT PYE 700T ‘0f 3quaidag
papua s1ea£ [edsy 2yl 10} $mo[[0} st a1k ‘patuasaid ponrad yoes jo Juuuidaq oyl 1e

pa1ndd0 pey Jununodde Jo poylsw dseqond syi 19pun Joj pazunodde suonismboe 707 [€9SY
wesyBis e Juiunsse ‘suonesado Jo s3Msas palepijosuod ewioy oxd paypneun g
‘pa1uasaxd pouad
3y jo Juruuidaq ay) Jo se $assauIsnq 253Y) Paie13do puUE PILUMO M PEI] UIIQ IABY PINOMm
suon1e12do Jo sYNsat ay1 Jeym 10 suonerado Jo $1|NSal ANINY IR0 1931 A[11ESSIDIN Jou
Aew suone1ado o s1nsas ewaoy oxd panpneun oy spourad 21may Ul pauandul 3G J0U [[Im
yoym ‘sosuadxs Luedwoo aeand urerrad saowss 01 stusunsnipe apnjow tou op suonerado jo
s3nsai eww10y oxd paypneun 3y, $33ep uonismboe sa10adsa1 ey [1un payussard potrad oy
3o Suuurdaq sy3 wioy suonnerodiod O se paxe) a1am suonsinboe juedyIuSs ayp J1 se soxen
3L0dUl pI0da1 01 Jusunisnipe ue spnppu suoneizdo Jo synsal eulioy oid paupneun oy Ajuo
sasodund [euonewiojur 104 paruasaid aie suoneiado Jo synsas eunsoy oxd paupneun 3y
) ‘uonisImboe Jo s1ep SY3 90UIS SJUIW
-21B1S [EDUBUY PIIEPIOSUOD INO UL PIPU[DIUL U3 SBY PIIBIDOSSY “j|ImpooT ur uoljjiu ¢°7¢
Aprewxordde jo wonu80331 a3 Ul Parfnsal Yorym ‘Sununodse Jo poyiaw aseysund Yl
13pUn J0J Pajunodde Sem UOINSInbIE oy | ‘SI13UI0ISND YoeA puUE SEIANIBL] N0 IAIIS 19112q
03 s smoj[e uonisiboe oy, “eplio}] “s[epiapneT ‘3 1eau Aupidey redax Jyoek d1AIS-[[N]
e saesado paneossy 's1503 uomsmboe Suipnput ‘4ses m uoijiw 9°¢¢ Ajorewnxoidde 10j
‘s3uipping pue Au1adosd payeas pue saniiqes] welsso Jo uondwnsse ayr Surpnjour {pare1dossy)
U “‘sa130]oUYI3, SULIBIA PAIRIDOSSY JO S1ASSE 10U ay) parinboe am ‘[z Asenuef uf
‘uonusinboe o ajep ayl 3duls SJUAUWILIS [RIDUBLL PIIEP
~I[OSUOD JNO Ul PApNJdUL U] SEY pulm)|nn “(suawadide 1ajeap L[uewiid) siasse apqidueiur
paai-amuygapur w vorpu ¢ ¢§ ApPrewnxordde pue 1500 uomsinboe Juipnpur ‘mpood ur




MarincMax, Inc. and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continucd)

of goodwill or identifiable intangible assets in connection with SFAS 142. We will continue
to test goodwill and identifiable intangible assets for impairment at least annually on
June 30, or whenever events or changes in circumstances indicate that the carrying value
may not be recoverable.

Prior to the adoption of SFAS 142, all purchase price in excess of the net tangible assets
was recorded as goodwill and amortized over 40 years on a straight-line basis. No identifi-
able intangible assets were recognized. There was no amortization expense for the fiscal
years ended September 30, 2003 and 2002. For the fiscal year ended September 30, 2001,
goodwill amortization expense was approximately $1.0 million. Accumulated amortiza-
tion of goodwill was approximately $2.6 million at September 30, 2003 and 2002.

Impairment of Long-Lived Assets

Statement of Financial Accounting Standards No. 144, “Accounting for Impairment or
Disposal of Long-Lived Assets” (SFAS 144), requires that long-lived assets, such as property
and equipment, and purchased intangibles subject to amortization, be reviewed for impair-
ment whenever events or changes in circumstances indicate that the carrying amount of
an asset may not be recoverable. Recoverability of the asset is measured by comparison of
its carrying amount to undiscounted future net cash flows the asset is expected to gen-
erate. If such assets are considered to be impaired, the impairment to be recognized is
measured as the amount by which the carrying amount of the asset exceeds its fair market
value. Estimates of expccted future cash flows represent management’s best estimate based
on currently available information and reasonable and supportable assumptions. Any
impairment recognized in accordance with SFAS 144 is permanent and may not be
restored. To date, we have not recognized any impairment of long-lived assets in connection
with SFAS 144,

Customer Deposits

Customer deposits primarily include amounts received from customers toward the pur-
chase of boats. We recognize these deposits as revenue upon delivery of the related boats
to customers.

Revenue Recognition

We recognize revenue from boat, motor, and trailer sales and parts and service opera-
tions at the time the boat, motor, trailer or part is delivered to or accepted by the customer
or service is completed. We recognize commissions earned from a brokerage sale at the
time the related brokerage transaction closes. We recognize commissions earned by us for
placing notes with financial institutions in connection with customer boat financing when
the related boat sale is recognized. We also recognize marketing fees earned on credit life,
accident and disability, and hull insurance products sold by third-party insurance companies
when the related boat sale is recognized. Pursuant to negotiated agreements with financial
and insurance institutions, we are charged back for a portion of these fees should the cus-
tomer terminate or default on the related finance or insurance contract before it is outstand-
ing for a stipulated minimal period of time. The chargeback allowance, which was not
material to the consolidated financial statements taken as a whole as of September 30,
2003 or 2002, is based on our experience with repayments or defaults on the related
finance or insurance contracts.

We also recognize commissions earned on extended warranty service contracts sold on
behalf of third-party insurance companies at the later of customer acceptance of the service
contract terms as evidenced by contract execution, or recognition of the related boat sale.
We are charged back for a portion of these commissions should the customer terminate or
default on the service contract prior to its scheduled maturity. The chargeback allowance,
which was not material to the consolidated financial statements taken as a whole as of
September 30, 2003 or 2002, is based upon our experience with repayments or defaults
on the service contracts.

Stock-Based Compensation

We account for stock-based compensation plans under Accounting Principles Board
Opinion No. 25, “Accounting for Stock Issued to Employees” (APB 25), under which
no compensation cost has been recognized in these financial statements. Statement of
Financial Accounting Standards No. 123, “Accounting for Stock-Based Compensation”
(SFAS 123), allows companies to continue following the accounting guidance of APB 25,
but requires pro forma disclosure of net income and earnings per share for the effects on
compensation expense had the fair value method of accounting for stock options been
adopted. For SFAS 123 purposes, the fair value of each option grant has becn estimated
as of the date of grant using the Black-Scholes option-pricing model. In March 2003, we
adopted the Financial Accounting Standards Board, Statement of Financial Accounting
Standards No.148, “Accounting for Stock-Based Compensation—Transitions and
Disclosure” (SFAS 148). Under SFAS 148, the pro forma disclosures of stock-based
compensation, as if the fair value method had been used, are required in both annual
and interim financial statements.

Had compensation cost been determined using the fair value method described in SFAS
123, our net income and net income per share, as reported would have been the following
for the fiscal years ended September 30, 2003, 2002, and 2001:

(Amounts in thousands except earnings per share) 2003 2002 2001
Net INCOme as rePOrted ..ooreererrreerereerrsrerererenereeecrcnnenes $19,681 $17,065  $15,349
Compensation cost, net of related tax effects .................... $ 1,103 $ 691 § 2,186
Pro forma net inCoOME ........oocvreervereeeriureeeneennns USSR $18,578 $16,374  $13,163

Diluted earnings per share:

As reported......... ettt e e tessseterassraesenrrrenens $ 126 $ 110 - § 1.01
PO FOTMA cooeeieiecteeeeeeice e ete et ecteete et e e st easeseannensesanesanses $ 121 $ 105 § 086

See Note 12—*“Stock Option and Purchase Plans™ for further discussion and assumptions
used to calculate the above pro forma information.

Advertising and Promotional Costs

Advertising and promotional costs are expensed as incurred and are included in selling,
general, and administrative expenses in the accompanying consolidated statements of
operations. Total advertising and promotional expenses, net of related co-op assistance,
approximated $8.3 million, $7.0 million and $4.9 million for the fiscal years ended
September 30, 2003, 2002, and 2001, respectively.
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MarineMax, Inc. and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

for various manufacturer programs and parts and service work performed pursuant to the
manufacturers’ warranties.

The allowance for uncollectible receivables, which was not material to the consolidated
financial statements taken as a whole as of September 30, 2003 or 2002, is based on our
consideration of customer payment practices, past transaction history with customers and
economic conditions. We review the allowance for uncollectible receivables when a future
event or other change in circumstances results in a change in the estimate of the ultimate
collectibility of a specific account.

The accounts receivable balances consisted of the following as of Seprember 30, 2003
and 2002:

(Amounts in thousands) 2003 2002
Trade receivables.....c.oc....... et he et et en et  ————te ettt eeseaarbrrraareveranannns ... $14453 § 9,036
Amounts due from manufacturers .. 6,234 4,590
Other receivables 1,070 642
$ 21,757 $ 14,268

5. INVENTORIES:
Inventories consisted of the following as of September 30, 2003 and 2002:

(Amounts in thousands) 2003 2002
New boats, motors and trailers..........oocecveeeieieieeiiciiccee e e $134200  $137,924
Used boats, motors and trailers....... ettt e ae bt et e et ait e e ar e e 26,661 21,980
Parts, accessories and other............... e a et et et re————————aaonniaaa e 4,521 4217
$165,382  $164,121

6. PROPERTY AND EQUIPMENT:
Property and equipment consisted of the following as of September 30, 2003 and 2002:

(Amounts in thousands) 2003 2002
Landa e, verreaaeae e eeenen et et rar————— e $ 22,174 $ 19,763
Buildings and improvements ........... OOV ROROORt 43,302 40,123
Machinery and equipment .......ccccceeenene ettt O 15,083 10,637
Furniture and fixtures ......cccccoeeennee ettt e s RROTO 8,654 7,277
Vehicles.....ccccovnnnnenn.. e ree———— et teteeaaereee e —eaeaaan eee—————— 3,814 3,373
93,027 81,173
Less—Accumulated deprectation................ e raetaeeeaaaere——e e aeranaans .. (21,128) {17,157)
$ 71,899 § 64,016

7. GOODWILL AND OTHER INTANGIBLE ASSETS:

In June 2001, the Financial Accounting Standards Board (FASB) issued Statement of
Financial Accounting Standards No. 141, “Business Combinations” (SFAS 141), and
Statement of Financial Accounting Standards No. 142, “Goodwill and Other Intangible
Assets” (SFAS 142). SFAS 141 requires business combinations initiated after June 30, 2001
to be accounted for using the purchase method of accounting and that identifiable intangi-
ble assets acquired in a business combination be recognized as assets and reported separately
from goodwill. We have determined that our only identifiable tntangible assets are dealer
agreements, which are indefinite-lived intangibles. SFAS 142 requires that goodwill and
indefinite-lived intangible assets no longer be amortized, but instcad tested for impairment
at least annually.

SFAS 142 was effective for fiscal years beginning after December 15, 2001, with early
application permitted in certain circumstances. We elected to early adopt SFAS 142 in fiscal
2002. SFAS 142 required the completion of a transitional impairment test within six months
from the date of initial adoption of the statement. Tn addition to the initial assessment, we
assess the impairment of identifiable intangible assets and goodwill at least annually or
whenever events or changes in circumstances indicate that the carrying value may not be
recoverable. If the carrying amount of an identifiable intangible asset or goodwill exceeds
its fair value, we would recognize an impairment loss. We measure any potential impair-
ment based on various business valuation methodologies, including a projected discounted
cash flow method. We completed the transitional impairment test, which resulted in no
impairment of goodwill or identifiable intangible assets. We have also completed the
annual impairment test at June 30, 2003, which resulted in no impairment of goodwill or
identifiable intangible assets. To date, we have not recognized any impairment of goodwill
or identifiable intangible assets in connection with SFAS 142. We will continue to test
goodwill and identifiable intangible assets for impairment at least annually on June 30, or
whenever events or changes in circumstances indicate that the carrying value may not be
recoverable. Prior to the adoption of SFAS 142, all purchase price in excess of the net tan-
gible assets was recorded as goodwill and no identifiable intangible assets were recognized.

The changes in the carrying amounts of identifiable intangible assets and net goodwill,
based on our initial valuations, for the fiscal years ended September 30, 2003 and 2002,
are as follows:

Dealer Agreement

(Antounts in thousands) Intangibles Goodwill
Ralance, September 30, 2001 c.cccovvrivennnrennanne - . $ — $39,992
Additions through acquisitions during the period.... . 3,276 6,321
. $3,276 $46,313
. 1,229 2,326
Balance, September 30, 2003.........cccceveeveenrnne. e e—————- $4,505 $48,639
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MarineMax, Inc. and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

Deferred income taxes reflect the impact of temporary differences between the amount
of assets and liabilities recognized for financial reporting purposes and such amounts rec-
ognized for income tax purposes. The components of deferred taxes as of September 30,
2003 and 2002, are as follows:

(Amounts in thousands) 2003 2002

Current deferred tax assets {liabilities):
Inventories...

$ (38) § (701)

Accrued expenses 1,363 632
Other............ T, 203 282
Net current deferred tax assets (liabilities)........ccoceeeeveiiiicineirreneneeean, $1,528 § 213

Long-term dcferred tax assets (liabilities):
Depreciation and amortization .
Other..

$(7,067) $(4,754)
266 269

$(6,801) $(4,485)

As of September 30, 2003, we estimated that it is more likely than not that we will
recognize the benefit of our deferred tax assets and, accordingly, no valuation allowance
has been recorded.

11. STOCKHOLDERS' EQUITY:

In November 2000, our Board of Directors approved a share repurchase plan allowing
our company to repurchase up to 300,000 shares of our common stock. Under the plan,
we may buy back common stock from time to time in the open market or in privately
negotiated blocks, dependent upon various factors, including price and availability of the
shares, and general market conditions. As of September 30, 2003, we purchased an aggre-
gate of 96,413 shares of common stock under the plan for an aggregate purchase price of
$635,000. As of September 30, 2003, 89,611 and 6,802 of those repurchased shares have
been reissued in conjunction with our Employee Stock Purchase Plan and our Incentive
Stock Plan, respectively.

12. STOCK OPTION AND PURCHASE PLANS:

On April §, 1998 and April 30, 1998, respectively, the Board of Directors adopted and
the stockholders approved the following stock option plans:

1998 Incentive Stock Plan (the Incentive Stock Plan)—The Incentive Stock Plan provides
for the grant of incentive and non-qualified stock options to acquire our common stock,

the grant of common stock, the grant of stock appreciation rights, and the grant of other
cash awards to key personnel, directors, consultants, independent contractors, and others
providing valuable services to us. A maximum of the lesser of 4,000,000 shares or 20% of
the then outstanding shares of our common stock may be issued under the ITncentive Stock
Plan. The Incentive Stock Plan terminates in April 2008, and options may be granted at any
time during the life of the Incentive Stock Plan. The date on which options vest and the
exercise prices of options are determined by the Board of Directors or the Plan Administrator.

The Incentive Stock Plan also includes an Automatic Grant Program providing for the
automatic grant of options (Automatic Options) to our non-employee directors.

Employee Stock Purchase Plan (the Stock Purchase Plan)—The Stock Purchase Plan
provides for up to 500,000 shares of common stock to be issued, and is available to all
our regular employees who have completed at least one year of continuous service.

The Stock Purchase Plan provides for implementation of up to 10 annual offerings
beginning on the first day of October in the years 1998 through 2007, with each offering
terminating on September 30 of the following year. Each annual offering may be divided
into two six-month offerings. For each offering, the purchase price per share will be the
lower of (i) 85% of the closing price of the common stock on the first day of the offering
or (i) 85% of the closing price of the common stock on the last day of the offering. The
purchase price is paid through periodic payroll deductions not to exceed 10% of the par-
ticipant’s earnings during each offering period. However, no participant may purchase
more than $25,000 worth of common stock annually.

The fair value of each option grant has been estimated as of the date of grant using the
Black-Scholes option-pricing model with the following weighted average assumptions for
the fiscal years ended September 30, 2003, 2002, and 2001:

2003 2002 2001
Risk-free interest rate...c.coeeveeereevcenacn. rte et 5.1% 5.4% 4.4%
Dividend yield....cooveviveeiirininieiiinins e 0.0% 0.0% 0.0%
Expected life ..ooeoeiereeiiiiiieciecnencccns et nee 5.4 years 5.4 years 7.6 years
Volatility .c.oocoeneenneeee ettt SRR 40.7% 38.8% 43.6%

Using these assumptions, the fair value of the stock options granted as of September 30,
2003, 2002, and 2001 was approximately $11.5 million, $7.5 million, and $7.4 million,
respectively, which would be amortized as compensation expense over the vesting period
of the options.
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MarineMax, Inc. and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

Future minimum lease payments under non-cancelable operating leases™at September
30, 2003, were as follows:

Year Ending September 30, Amount
200% e erereseeeere e eseeeereseee e seseeeneeoee e $ 5,929
2005 oo oo e ee e seeeeseeessesese e 4,283
2006 ..ottt et breeaeeatetereesiearerereeaeesaensneerrenereesenaas 3,667
2007 e eeeeemeeeeeeeeeeeeeee e eeeeseeneresesee e 3,421
B LSO U O PSP OP SOOI 2,531
1,142

Total oo eerenteetertereaeseabeasena e aaeenean e rteteerestereeetetareseertrenraaeraeseeresresneerenes $20,973

Other Commitments and Contingencies
We are party to various legal actions arising in the ordinary course of business. The ulti-

mate liability, if any, associated with these matters was not determinable at September 30,
2003. While it is not feasible to determine the outcome of these actions at this time, we
do not believe that these matters will have a material adverse effect on our consolidated
financial condition, results of operations, or cash flows.

We are subject to federal and state environmental regulations, including rules relating to
air and water pollution and the storage and disposal of gasoline, oil, other chemicals and
waste. We believe that we are in compliance with such regulations.

15. EMPLOYEE 401(K) PROFIT SHARING PLANS:

Effective January 1, 2001, we amended the MarineMax, Inc. 401(k) Profit Sharing Plan
(the Plan). Employees are eligible to participate in the Plan following their 90-day intro-
ductory period starting either April 1 or October 1, provided that they are 21 years of age.
Under the Plan, we match 50% of participants’ contributions, subject to a maximum of
5% of each participants’ compensation. We contributed, under the Plan, or pursuant to
previous similar plans, amounts ranging from approximately $700,000 to approximately
$800,000 for the fiscal years ended September 30, 2003, 2002, and 2001.

16. PREFERRED SHARE PURCHASE RIGHTS:

During September 2001, we adopted a Stockholders’ Rights Plan (the Rights Plan) that
may have the effect of deterring, delaying, or preventing a change in control that might
otherwise be in the best interests of our stockholders. Under the Rights Plan, a dividend of
one Preferred Share Purchase Right was issued for each share of common stock held by
the stockholders of record as of the close of business on September 7, 2001. Each right
entitles stockholders to purchase, at an exercise price of $50 per share, one-thousandth of
a share of a ncwly created Series A Junior Participating Preferred Stock.

In general, subject to certain limited exceptions, the stock purchase rights become exer-
cisable when a person or group acquires 15% or more of our common stock or a tender
offer or exchange offer for 15% or more of our common stock is announced or commenced.
After any such event, other stockholders may purchase additional shares of our common
stock at 50% of the then-current market price. The rights will cause substantial dilution
to a person or group that attempts to acquire us on terms not approved by our board of
directors. The rights should not interfere with any merger or other business combination
approved by the board of directors since the rights may be redeemed by us at $0.01 per
stock purchase right ar any time before any person or group acquires 15% or more of the
outstanding common stock. The rights expire on August 28, 2011.

The Rights Plan adoption and Rights Distribution is a non-taxable event with no
impact on our financial results.

17. SUBSEQUENT EVENTS:

Subsequent to our fiscal year end, we were appointed the exclusive dealer for Iraly-
based Ferretti Group for Ferretti Yachts, Pershing, Riva, Apreamare, Mochi Craft,
Custome Line, and CRN in the United States, Canada, and the Babamas, and we have
the right to become the exclusive dealer in Mexico and the Caribbean. We also were
appointed the exclusive dealer for Bertram in the United States (excluding the Florida
peninsula and certain portions of New England), Canada, and the Bahamas, and we have
the right to become the exclusive dealer in Mexico and certain areas of the Caribbean.
The three-year dealer agreement, which can be extended subject to its terms, appoints us
as the exclusive dealer for the retail sale, display, and servicing of designated Ferretti
Group and Bertram products and repair parts currently or in the future sold by Ferretti
Group and Bertram in the designated geographic areas.

Simultaneous with the exclusive dealer appointments, we acquired our 66th retail loca-
tion. We acquired substantially all of the assets and assumed certain liabilities of Emarine
International, Inc. and Steven Myers, Inc., a privately held boat dealership located in
Fort Lauderdale, Florida, for approximately $105,000 in cash. The acquisition was
accounted for under the purchase method of accounting, which resulted in the recogni-
tion of approximately $300,000 in goodwill, including acquisition costs. The acquisition
provides us with an established retail location, which sells Ferretti Group and Bertram
products in the Southeast Florida boating community. The asset purchase agreement
contains an earn out provision, which will impact the final purchase price annually, based

on the future profits of the location, assuming certain conditions and provisions are met.
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MarineMax, lnc. and Subsidiaries

MARKET FOR THE REGISTRANT’'S COMMON EQUITY AND RELATED STOCKHOLDER MATTERS

Our common stock has been traded on the New York Stock Exchange under the symbol
HZO since our inittal public offering on June 3, 1998 at $12.50 per share. The following
table sets forth high and low sale prices of the common stock for each calendar quarter
indicated as reported on the New York Stock Exchange.

High Low

2001
First quarter, $ 9.00 §$ 5.50
Second quarter . . $995 §$ 730
Third QUATLET c.ecveesiaeeecerieeer st sie e eresaeaens SRRSO URUUTUPTOUIO e $ 941§ 6.00
Fourth QUAarter ...coocevercereermrinrerrenrererenes rereevennons ettt es e $ 863§ 6.31

2002
FIrSt QUATEET 1ovvveverreceeercreaasesseaeenas e etrer et eeteete et ae b e eee e e v 31265 § 7.65
Second QUATTET...covveeererereererieereneieecenens Etreretentereeere e ettt saa e $15.40  $10.85
Third QUATECT oovveverieniecererinicreeese e saeseseesesseeseeeseeasssnens RUSUTORN v $1419  § 9.00
FOULTR QUATTET 1ottt ettt e ene s e $12.95 $ 715

2003
FIrSE QUATLET ...eveeee et et te et neeras s s reaes ettt en et . $13.08  $ 8.67

$14.50  $ 9.02
$15.43  $12.62
$19.85 $14.39

Second quarter.
Third quarter.
Fourth quarter (thr

On December 23, 2003, the closing sale price of our common stock was $18.87 per
share. On December 23, 2003, there were approximately 100 record holders and approxi-
mately 2,100 beneficial owners of our common stock.
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Your most important meeting of the day.

DELIVERING THE BOATING DREAM

18167 U.S. Highway 19 North
Suite 499

Clearwater, FL 33764

(727) 631-1700 fax (727) 524-3954

HZO

" Listed

i
§

WWW.marinemax.com




