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Why is Your Port in the Marina 
Business? 

“There	is	no	right	or	wrong	approach	to	pricing	for	marina	operations.	However,	
as	for	all	lines	of	business	activities,	it	is	important	that	a	port	establish	its	
financial	goal	for	investing	in	this	market.		

Is	it	(a)	to	produce	net	income	for	other	port	uses,	to	recover	all	costs	and	break	
even,	or	is	it	(b)	to	support	a	boating	industry	or	lifestyle	that	requires	a	subsidy	
from	other	lines	of	business	or	the	taxpayer?	As	for	all	lines	of	business,	before	
establishing	moorage	rates,	a	port	should	confirm	why	it	is	in	the	marina	
business	and	how	it	wants	to	address	its	financial	investment.”	

	 	 	 	-	from	p.98,	Washington	Public	Ports	Association,		

	 	 	 	 	a	Port	Governance	&	Management	Guide	





Legal & Ethical Issues: 
Our Obligations as Fiduciaries 

! Duty	of	Care	
! Duty	of	Loyalty	
! Duty	of	Impartiality	
! Duty	of	Accountability	
! Duty	to	Preserve	the	Public’s	Trust	in	Government	
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(Public) Port Perspective 

• We	are	responsible	for	assets	in	perpetuity.	
• We	must	replace	these	assets	eventually.		

• We	represent	everyone	in	our	port	district.		
•  How	many	marina	customers	are	port	district	residents?	POK	~	44%	

• All	revenue	goes	into	one	pool.		
• Maybe	not.	Subsidize	the	marina	from	taxes	or	other	LOBs?	Grants	are	
not	the	solution	and	are	limited	in	application.	

• Those	funds	are	then	redistributed	on	a	prioritized	basis.		
• Maybe	Not.	Are	Lines	of	Business	self	supporting	–	Yes/No	–	They	
should	be.	Ask	your	commission!	



Issues & Questions 
" Do	we	have	an	obligation	to	preserve	marinas?	Yes	–	public	access.	

" Like	a	home	or	any	hard	asset,	do	we	want	to	keep	borrowing	and	burdening	
the	future	with	debt?	To	what	extent?	Need	commission	direction	

" Are	we	taking	in	enough	revenue	to	cover	both	our	operating	expenses	and	
fund	all	future	capital	requirements	over	the	total	life	of	all	assets?	

" The	answer	for	most	public	marinas	
•  Yes	–	for	Operating	Expenses	–	often	generate	positive	NOI	–	even	after	depreciation?	
•  No	–	for	Capital	Costs;	profit	must	exceed	Replacement	Costs,	Escalations	

" Many	public	marinas	are	at	risk	of	defaulting	or	using	their	debt	capacity	

" That	would	result	in	the	sale	or	at	least	partial	closure	of	the	assets	down	the	
road	or	heavily	burdening	the	future	and	choosing	marina	development	over	
other	economic	development	options	



Capital Costs – Hard Assets 
# Marina	(circa	1967	–	54	years	old)	

•  320	slips	~	$12M	-	$16M	(JWM)	(POK~308	slips)	

# Breakwater	(ACOE)	
•  What	about	the	breakwater?	~$10K	PLF	(POBremerton)	
•  POK	breakwater	stretches	about	800LF	~	$8,000,000	

•  Prorate	to	70	years	of	life	~	$5,700,000	in	reserves		
•  50	years	old,	20	year	milestone	~	$2,300,000	needed	

# Bulkhead	
•  Est	Cost	$1,000-$1,500	PLF	(Sealevel	Bulkhead	Builders)	
•  1,000LF	~	$10M-$15M	

# Utilities	
•  Power,	Water,	Sewer,	WiFi,	Stormwater,	Garbage	(upgrade)	

# Dredging	(ACOE)	
# UST	/	Fuel	Dock	/	Fuel	Lines	/	Env	Cleanup 	

	 	 		

					MIN 													MAX	
$12,000,000 							$16,000,000	

		$8,000,000 							$10,000,000	

$10,000,000 							$15,000,000	

	$? 															$?	

						$500,000 								$1,000,000	
						$750,000 								$1,500,000	

Est. Capital (Replacement) Costs = $30M - $45M 



 $30M Question 
How will you fund the repair and replacement of the 

marina?  
# Operating	Revenues	
# Cash	Reserves	
# LTGO	Bonds	
# Grants	–	RCO,	EDA,	DOE	
# Property	Tax	Levy	
# Industrial	Development	
District	(IDD)	

# Subsidized	by	other	LOB’s	
# Revenue	Bonds,	IDC’s	
# TIF	(Tax	Increment	Financing)	

"  How	much	NOI	is	being	generated	
annually?	M&R	are	covered	–	right?	

"  Are	cash	reserves	committed	to	this	LOB	
only	or	pooled	with	other	needs?	

"  Have	you	conducted	a	Cash	Flow	Analysis	
over	the	life	of	the	asset?	

"  What	kind	of	grants	are	you	going	to	
apply	for?	

"  How	much	do	you	expect	to	need	of	
bonding	capacity?	Do	you	have	any	left?	

"  Take	each	revenue	category	and	try	and	
try	and	chip	away	at	the	$30M	price	tag!	

"  Issue	revenue	bonds	against	earnings	
"  Value	of	all	improvements	–	still	a	tax	

$  Assumption	–	Marinas	Should	Be	A	Stand	Alone	–	Self	Sufficient	–	Line	of	Business	



 How will you fund the repair  
and replacement of the marina?  

# Operating	Revenues	/	NOI	
# Cash	Reserves	
# LTGO	Bonds	
# Grants	–	RCO,	EDA,	DOE	
# Property	Tax	Levy	
# Industrial	Dev	District	(IDD)	
# Subsidized	by	other	LOB’s	
# Revenue	Bonds	or	TIF	or	?	

			$3,500,000	

			$1,700,000	

			$5,000,000	

			$1,000,000	

				$2,300,000	

	 	?		

	 	?	

	 	?	

	$12,500,000	
$  Shortfall	of	$3M	-	$7M	best	case	scenario	just	for	marina	portion	



# First	priority	should	be	to	fund	the	Marina	LOB	out	of	Operating	Revenue	and	NOI;	
establish	committed	cash	reserves	with	annual	goal		

# Second	priority	would	be	to	take	advantage	of	Grants	
# Establish	what	your	financial	goals	are	over	time	(establish	life	of	assets	–	maybe	a	
cash	flow	analysis	if	you	can)	

# How	and	when	should	tax	dollars	be	used?	
# Recreational?	Commercial,	Government,	Tribal?	

# Should	marinas	use	Port	bonding	capacity	(Questionable	–	use	for	economic	
development	–	fund	themselves?)	

# Should	marinas	receive	state	tax	dollars	(Yes	–	via	RCO	grants)	

    Basic Approach 



Revenue and Expense 
Types	of	Moorage	

•  Spatial	/	Physical	
•  Permanent		
•  Transient	
•  Seasonal	
•  Yacht	Club	
•  Preferential	
•  Covered		
•  Open	Moorage	
•  Side	Tie	
•  Med	Tie	
•  LOA’s	

Utilities	
•  Electrical		
•  Water	
•  Sewer	
•  WiFi	
•  Stormwater	
•  Garbage	

***	Is	cost	recovery	
occurring	for	all	
utilities?	

Rate	Setting	
•  Revenue	Modeling	
•  Fixed	vs	Variable/
ARR	

•  Fair	Mkt	Value	
• Wait	Lists	
•  Vacancy	vs	
Occupancy	

•  Level	of	Services	
•  Marina	Rate	
Studies	

•  Rules	&	Regs	
•  CPI	/	Escalators	



Marina Rates – Analysis & Rate 
Setting 

Rate	Setting	–	What	is	the	basis?	

"  Market	Data	

"  Performance		(aka.	Level	of	Service)	

"  Set	a	course	to	fund	replacement	of	all	marina	related	assets	

"  at	least	close	the	gap	much	as	possible	before	any	major	capital	
investments	occur	

"  Start	now		
"  Use	a	multiyear	approach		

"  How	are	marinas	currently	setting	rates?	



Marina Rates – Analysis & Rate 
Setting 

•  Sample	data	shown	above	from	52	marinas	

•  Rates	across	all	boat	lengths	range	from	3x	to	4x	the	minimum	rate	

•  The	average	rate	is	twice	the	minimum	rate	

•  Costs	for	the	slips	by	length	are	all	comparable	however	

• What	accounts	for	the	differences	in	pricing?		

•  Something	is	wrong	with	how	many	of	the	marinas	are	pricing	–	especially	
marinas	pricing	below	the	average!	

LOA	 24	 28	 32	 36	 40	 45	 50	 56	 60	

MAX	 $457.00		 $621.00		 $621.00		 $656.79		 $758.12		 $842.21		 $954.00		 $1,190.91		 $1,343.63		

AVG	 $262.56		 $301.45		 $358.99		 $404.50		 $466.34		 $529.62		 $597.73		 $672.62		 $751.08		

MIN	 $127.03		 $160.00		 $180.00		 $200.00		 $220.00		 $245.00		 $270.00		 $300.00		 $320.00		



BST Associates - Marina Rates 
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•  Rate	methodologies	
•  Based	on	what	competitive	marinas	are	doing	=	55%	(2018);	66%	(2021)	
•  CPI	or	other	index	=	6%	(2018);	7%	(2021)	
•  Cover	costs	and	ROI	=	13%	(2018);	3%	(2021)	
•  Other	(please	explain)	=	24%	

•  Competition	helped	us	establish	our	rates.		We	increase	2.5%	annually.			
•  2020-	Covid-	no	increase-	higher	demand.		
•  2021-	7.5%	rate	increase-	no	problems	filling	slips	

•  CPI	+	1%	
•  Demand	and	capital	expenditures		
•  Market	comparison	and	recover	costs/ROI	
•  We	look	at	our	competition's	rates	but	also	aim	to	implement	a	5-6%	increase	every	year	in	
order	to	cover	increasing	costs	plus	profit	margin.	

BST	Associates	



BST Associates - Rate Increases Past 
Five Years 
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Percent	Increase	

2015	 2016	 2017	 2018	 2019	 2020	

Average	Annual	Increases:	
2015	=	2.6%	
2016	=	3.6%	
2017	=	4.2%	
2018	=	3.6%	
2019	=	3.4%	
2020	=	3.3%	

Average	across	6	years	=	3.5%	

BST	Associates	



# Q.	What	are	some	of	the	barriers	to	setting	rates?	

# Pricing	methodology	is	all	over	the	board	

# Revenue	and	pricing	are	often	not	linked	to	financial	sustainability	over	time	

# Pricing	adjustments	can	vary	in	part	because	of	politicizing	business	decisions	

# Public	sector	is	not	incented	to	drive	profit;	in	fact	just	the	opposite	
# Private	sector	is	usually	looking	for	an	exit	strategy	at	some	point;	public	holds	
in	perpetuity	

# Fair	market	value	is	established	differently	by	ports;	port	commissions	and	
management	often	heavily	weigh	social	benefits	over	financial	considerations	

    Pricing Issues 



# Q.	What	are	some	of	the	considerations	to	setting	rates?	

# CPI	is	inconsistently	and	incorrectly	applied.	CPI	does	NOT	keep	up	with	the	
costs	of	replacement.	Replacement	costs	escalate	at	a	rate	exceeding	6%	
annually.	The	differential	is	nearly	$400K	in	10	years	for	$1M	of	capital.	

# CPI	has	been	below	3%	for	10	years	but	costs	keep	increasing	at	higher	rate	

    Pricing Issues - CPI 



# Q.	What	is	another	barrier	to	setting	rates?	

# A	tale	of	two	rates…..	
# Percentage	increases	are	rarely	appropriate	for	use	as	escalators.	100%	of	
nothing	is	nothing.		

    Pricing Issues 



    Rate Survey 



    Rate Survey 



    Comparables Data 



Data – Quartiles or Target 
Benchmarking 



    Comparables Graph 



    Revenue Model 



# Q.	What	are	some	indicators	you	may	not	be	setting	rates		appropriately?	

# Pricing	methodology	is	not	understood	by	commission,	staff,	and	customers	

# You	do	not	have	adequate	market	data	

# Revenue	is	not	linked	to	financial	sustainability	over	time	

# You	do	not	have	a	capital	plan	based	on	life	cycle	asset	replacement	costs	

# Rates	are	below	the	market	average	

# Staff	does	not	present	objective	criteria;	lack	a	revenue/expense	model	

# You	have	ongoing	wait	lists		
# You	assess	by	occupancy	rates	instead	of	vacancy	rates	(say	1-2%	for	example)	

# You	do	not	recover	utility	costs	
# You	do	not	have	automatic	annual	increases	related	to	cost	escalations	

    Pricing Issues 



# Acknowledge	the	need	–	rates	must	increase	to	drive	NOI	to	fund	marinas	

# Establish	a	front-loaded	strategy	to	adjust	rates	over	a	2-5	year	period;	start	now	
# Model	the	Capital	Investment	and	Operating	Expenses	over	the	Life	of	Assets	

# Hire	a	third	party	such	as	BST	if	needed	to	obtain	arms	length	review	

# De-politicize	business	decisions;	explain	rationale;	political	courage	is	required	
regardless	

# Managerial	courage	is	also	required;	do	not	go	after	staff	or	consultants	for	being	
forthright	and	messaging	what	needs	to	be	done	

# Steadily	move	rates	toward	top	quartile	across	all	marinas;	we	are	more	likely	to	be	
sustainable	

# Use	absolute	values	–	market-based	pricing	–	Abandon	CPI,	percentages	

# If	easier	–	peg	prices	to	a	market	leader;	adopt	a	market-based	pricing	strategy	

    Rate Adjustments – Thoughts & Solutions 



# Developing	your	overall	pricing	philosophy		
# Align	your	commission,	exec	director	and	staff;	de-politicize	decisions	

# Support	&	explore	Marina	LOB	in	context	of	Mission	vs	Margin	

# Marinas	need	to	be	a	self	supporting	Line	of	Business	

# Fiduciary	responsibility	–	Duties	of	Care,	Loyalty,	Impartiality,	Accountability,	Public	Trust	

# Legal	responsibility		

# Scope	of	Challenge		
# Operational	Costs	+	Capital	Costs	over	Life	Cycle	of	Assets	must	be	covered		

# ROM	Capital	over	time	

# Pricing	Methodology	

# 	Empirically,	data	based	market	assessment	

# Set	multiyear	goal	based	on	market	based	approach	

# Abandon	random	approaches	using	Occupancy,	CPI	and	percentages	

# Use	Benchmarking,	Quartile	Placement,		Cost	Recovery,	and	Revenue	Modeling	

    Rate Adjustments – Thoughts & Solutions 



# Our	mission	
# economic	development	

# Our	purpose	
# to	serve	as	an	economic	engine;	engines	need	gas	-	i.e.	profit	

# Our	commitment	
# 	Create	economic	opportunity	in	perpetuity	
# Demonstrate	financial	responsibility	today	and	into	the	future	
# Job	creation	
# Improve	the	environment	
# Remember	-	All	profit	is	reinvested	for	the	greater	good!	

Questions?	and	Thank	you!	

    Rate Adjustments – Thoughts & Solutions 


