# John Wayne Marina Expansion
Financial Assessment

FINAL DRAFT REPORT

PREPARED FOR

Port of Port Angeles
338 West First Street
Port Angeles, WA 98362

PREPARED BY

BST Associates
in association with
Reid Middleton, Inc.

September 18, 2009

BST Associates

Market Research & Strategic Planning



John Wayne Marina Expansion Financial Assessment Final Draft Report

1 EXECUTIVE SUMMARY oottt e 1
R A U U] 2 =T S 1
1.2 DEMAND ASSESSMENT .oiiiiuteeeeiitteeeeiitereeiaeesissseessisssesssasssssesasssssasssssssasssssssasssssssssssssss sersssssssesssssssens 1
1.3 FINANCIAL BEVALUATION w.ooiitii ittt ettt ett ettt tee et ssbesstasssbeesstessabesssatessabesssbesssseessn sesbenssasessnrens 3
G T A =T =N I = N 1 3
1.3.2 REDEVELOPMENT OPTIONS ...ooiiitiiiittieitieistetsssessssessssessasesssssesssessssesssessssssssasessssesssssssssseses sasssessssnns 4
1.3.3  FINANCIAL ASSESSMENT ..eiiiuviiiiteeeeseiesressesetesessssesssessasssssssessessssasssassssssessasesssssssssessas sessnssssessssees 4
1.3.4 BENEFIT/COST ASSESSMENT ..eeeiietteeesiiteieesisseiessssiessssessssssssssasssssssssses sessssssssssssssssssssssssssssssssessssssens 5
1.35 ADDITIONAL CONSIDERATIONS. .. utiiiiiittieeiiiteiessstesestesssssseeesssssssesssssssssss seessssbesssssssesssssssessssssssssssens 6
2 DEMAND FOR PERMANENT WET MOORAGE ...oiicoiiiiiii i, 7
2.1 DEMAND FOR PERMANENT IM OORAGE .....ueiiitiiiteeisteieitesesteestteestessstesssstessbessssesssesssssesssesesnsessnsenas 7
2.1.1  MARKET CONDITIONS ..vviiiiitteieiiteeieiitresessesssassrsssassssssssssesesasessasssesssasssesssssssesssasssssesssssssssssnesssnses 9
2.1.2 JOHN WAYNE MARINA UTILIZATION RATES. ...ttt ittt ettt sre s st sbes st s stessbesssraesanes 10
2.1.3 RECREATIONAL BOATING TRENDS.......ueiiitieitieitesesttieeesstessssesssseessbesssseses essssessbesssssesssessssessns 12
2.1.4 WAITLIST CHARACTERISTICS ....utiiiteeiettiestesestessstesssesssbessssessssessssessass sasesssssesssessasessssessssesssesssses 14
2.1.5 PERMANENT SLIP FORECASTS ....cviiiitie ittt e sttt e sttssetsstesssstesstesssbessssaessabesbessssessssesssbesssssessass saseesns 15
3 FEINANCIAL ASSESSMENT ..ottt iis i se s s s eseeesreesessesseseesessesseeaseesssessesanes sreenreenrs 18
3.1 EXISTING FINANCIAL PERFORMANCE ....cocttieiiittiee s stetee s ste s s sbeeesssatasessasbassssssssssssssssbesesssnbenassanes 18
3.1l OPERATING REVENUES. ....cciicttiieiicttieeiiiteiee s tateessiteesssateesssastesessabeessabasssssabesessssbesessasbessassessssarsenssans 18
3.1.2  OPERATING EXPENSES....cciiititiiiettieessittiesssttesssstesessstessssasaessssabesssabesassssbesesssstesssssssessssessssssreeesssnnes 19
3.1.3  NON-OPERATING EXPENSES......cccttttiiiiieieiiitieee et eeesistteeesssbeeeessbaeesssstessastesessassesesssssesessssessssseneesans 19
G 70 0 S N = 1N Y =S PR 19
3.2 REDEVELOPMENT OPTIONS .. .utiiittieitieeetetestessitsstesssbesssstesssessssesssssesssessasesssssssssessssesssses sressssessns 20
3.3 FINANCIAL EVALUATION OF ALTERNATIVE REDEVELOPMENT PLANS.....coiciii i 21
3.3.1 CHANGESIN REVENUE FROM PERMANENT MOORAGE .......cooictiiiiteieitiesteesree st sstesssrae s s sstee s 21
3.3.2 BENEFIT/COST ASSESSMENT ..uvviiiiireiieissreeesisssississeesssssesssssssssssssssssses seesssssssssassssssssssssssssssssssssssess 23

List of Tables

Table 1 — Alternative Redevel opment Scenarios (Number of Slipsby Slip Length)....................... 4
Table 2 — Benefit COSt ASSESSIMENT ......ccveiieriereeieeieeseeste e sseeseesseesseessesseesseessesseesseessesseesseessesnsens 5
Table 3—John Wayne Marina Slip DIStrIDULTON .........c.cooiiieieeiece e 8
Table4 —Vacancy Rates by SHP Length........coeo i 11
Table 5—Boat Ownership Trendsin Clallam COouNty ...........cceoeieririneneneee e 13
Table 6 —Boat & Slip Forecast for Clallam CouNty ..........cccuecveeeiieie e 15
Table 7—Demand FOreCast & SHP MiX oottt 16
Table 8 — Relative Strength Of DEMaNd.........cccooiiiiiiiie e 17
Table 9 — John Wayne Marina— Existing Financial Performance ...........cccoccvvvevvecevienecceesecennn, 18
Table 10 — Annua Changes in Permanent Rates at John Wayne Marina ..........c.ccccceveeveeeecneenne. 19
Table 11 — Alternative Redevelopment Scenarios (Number of Slipsby Slip Length)................... 21

BST Associates Pagei September 2009



John Wayne Marina Expansion Financial Assessment Final Draft Report

Tabhle 12 — BENEfiT COSt ASSESSIMIENE .. .eeeeeeeeeee et e e ettt e e e e e e et eeeeeeseaaeeeeeeeeeeeaaaannneneeeeeeesananns 23
List of Figures

Figure 1 — Residential Location of Boat Owners at John Wayne Marinain 2009 ...........ccccceeveeee. 1
Figure 2 — Demand Forecast for John Wayne Marina (Additional Slips Needed from 2009 to
020 ) P 2
Figure 3 — John Wayne Marina Operating REVENUE. ...........cceceeieeiiecieseee et 3
Figure 4 — Net Operating Revenues & NEt INCOME.........cooiiiiiiiiiie et 3
Figure 5 — John Wayne Marina Permanent Moorage Revenue Forecasts Net of Existing
Permanent M0oOrage REVENUES ...........ooiuiiiiiiiiiiieeiiee sttt ne e snee s 5
Figure 6 — Aerial Photo of JONN Wayne Marina...........cccceeiuieiieiiieiie et 7
Figure 7 — Distribution Of OPEN SHIPS.......ccoeeiieeree e 8
Figure 8 — Residential Location of Boat Owners at John Wayne Marinain 2009............ccccceeueeee. 9
Figure 9 — John Wayne Marina Monthly Utilization Rates (% OCCUPaNCy) ........cccevvveeerreereesueenn. 10
Figure 10 — Relative Growth Rates (Annual Change from 1990-2008) .........ccccceveeriereenerienneenn 14
Figure 11 — John Wayne Marina Permanent Moorage Revenue FOrecasts...........cocovererenereenne. 22
Figure 12 — John Wayne Marina Permanent M oorage Revenue Forecasts Net of Existing
Permanent M0oorage REVENUES ...........coouiiiiiiiiieeiee e 22
Figure 13 — Summary Benefit Cost Assessment of John Wayne Marina Redevel opment
L o1 o 1 P 23
o LU S I @ o o I S PPS 24
FIQUIE 15 — OPLION 2.ttt b ettt et e e et sneebenneens 25
T U = S o1 o] 1 S 26
T UL A o 1] R S 27
FIQUIE 18 — OPLION 5 ...ttt sttt b et e s be e b e e ne e be et e nne e 28

BST Associates Pageii September 2009



John Wayne Marina Expansion Financial Assessment Final Draft Report

1 Executive Summary

1.1 Study Purpose

The purpose of this study istwofold:

¢ To estimate the demand for wet moorage at John Wayne Marina

¢ To evaluate the financial feasibility of alternative marinadesignsprepared by Reid
Middleton, Inc.

The demand assessment provides an estimate of the size, timing and strength of the wet moorage
market. The financial evaluation discusses the financia and economic performance of
alternatives.

1.2 Demand Assessment

John Wayne Marina currently has 299 slips, ranging in length from 15 feet to 100 feet (end-ties).
The marina is well utilized, with occupancy rates averaging approximately 93% between 2005
and 2008. Occupancy is near 100% in the peak season (May through September) and declines
somewhat in the off-peak season (October through April). During the off-peak season a
relatively large number of smaller boats (less than 30 feet) leave the marina and occupancy
declines to around 80% for the smaller dips.

The geographic market concentration at John Wayne Marina is relatively tight, relative to other
marinas. Approximately 70% of current tenants are residents of Sequim, 12% are from other
parts of Clallam County, 13% are from other counties in Washington (mainly King, Kitsap and
Jefferson counties) and 5% are from out of state. There has been little to draw out-of-area
boaters, but the proposed development by Wayne Enterprises could attract additional boaters.
The plan as currently proposed includes a 100-room hotel and approximately 300 seasonal and
full-time residences.

Figurel — Residential L ocation of Boat Ownersat John Wayne Marina in 2009
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The waitlist for John Wayne Marina has shrunk considerably in recent years both due to Port
policies as well as due to market conditions. The current waitlist (June 2009) for John Wayne
marina has three prospective tenants, ranging from 36 to over 50 feet.

Boat registration and sales data for Clallam County and Puget Sound indicate two primary
trends. First, the growth in boat registrations is much faster for longer boats than for shorter
boats. Second, the recent economic recession has significantly impacted new boat sales,
particularly for shorter boat lengths. It will take a few years for sales to reach the level of 2007
or 2008. John Wayne Marina, like other marinas that were built 20 to 30 years ago, has
relatively too many small slips (under 35 feet) and not enough longer dlips (over 40 feet).

BST Associates prepared a market forecast for John Wayne Marina based upon current
occupancy and waitlist trends, as well as expected regional growth trends. We estimate that
there will be demand for approximately 35 additional dlips between 2009 and 2020. The
distribution of slipsisshown in Figure 2.

Figure 2 — Demand Forecast for John Wayne Marina
(Additional Slips Needed from 2009 to 2020)
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1.3 Financial Evaluation

The financial evaluation of the proposed Options included a review of recent trends at John
Wayne Marina and a benefit/cost assessment of the proposed options.

1.3.1 Recent Trends

Operating revenues increased from $879,000 in 2005 to $1.2 million in 2008, representing
average growth of 9.8% per year. Permanent moorage, which accounted for 70% of operating
revenues in 2008, grew at 11.8%, mainly due to increased moorage rates coupled with higher
occupancy rates. Operating expenses increased at 6.4% per year during this period, reaching
$580,000 in 2008.

Figure3 —John Wayne Marina Operating Revenue
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Net operating revenues increased from $397,000 in 2005 to $582,000 in 2008. However, John
Wayne Marina did not experience positive net income during this period. Net income was
-$114,028 in 2008, which was an improvement over 2006 and 2007.

Figure 4 — Net Operating Revenues & Net Income
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1.3.2 Redevelopment Options

Reid Middleton, Inc. prepared five aternative redevelopment scenarios. Options 1 through 3
reconfigure a portion of the marina (Floats C to E), depending on the option. Options4 and 5 are
more extensive reconfigurations.

As summarized in Table 1, these options range from a loss of 11 dlips to a gain of 18 dlips
relative to the existing marina dlip configuration. The cost of construction ranges from Option 2
at $462,000 (low) to Option 5 at $4.4 million (high).

Tablel — Alternative Redevelopment Scenarios (Number of Slipsby Slip Length)

Total # of Slips Option 1 Option 2 Option 3 Option 4 Option 5
26 to 30 feet 0 -6 -4 11 -14
31to 35 feet 0 4 0 0 0
36 t0 40 feet 5 -8 2 3 -11
41 to 45 feet 0 0 0 -21 -21
46 to 50 feet 7 13 14 25 33
51 to 55 feet 0 0 0 0 0
56 to 60 feet 1 0 0 0 4

More than 60 feet 0 5 -2 0 -2
Subtotal 13 8 10 18 -11
Estimated Project Cost $609,000 $462,000 $787,000 $4,194,000 $4,338,000

Source: Reid Middleton, Inc.

1.3.3 Financial Assessment

This section presents a financial evauation of the options proposed for John Wayne Marina

The options considered in this study are expected to generate varying levels of revenue from
permanent moorage, depending on the expected absorption rates. Figure 5 presents the expected
increase (decrease) in permanent moorage revenues net of the revenues from existing operations.

Options 4 and 5 generate more revenue than the existing option within seven to ten years; while
for Options 1 through 3, thisoccurs within 1 to 6 years.
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Figure 5—-John Wayne Marina Per manent M oor age Revenue For ecasts
Net of Existing Permanent M oor age Revenues
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1.3.4 Benefit/Cost Assessment

Table 2 presents a summary benefit/cost summary of the various options. The benefits include
the net present value of the additional permanent moorage revenues over the 20-year period
(from 2011 to 2031) & a discount rate of 6%. The cost estimates are as provided by Reid
Middleton, Inc for construction of each option, which is expected to occur in 2011.

If benefits outweigh costs, the B/C ratio would be greater than 1. None of the alternatives is
expected to have benefits exceed costs. Asaresult, none of the alternativesisfinancialy viable.

Table2 — Benefit Cost Assessment

Option Ben€fits Cost B/C

Option 1 $326,046 $609,124 0.54
Option 2 $212,778 $462,377 0.46
Option 3 $48,729 $787,499 0.06
Option4 $160,579  $4,194,003 0.04
Option 5 -$595,736  $4,338,405 (0.19)

Source: BST Associates using datafrom Reid Middleton, Inc
and Port of Port Angeles
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1.3.5 Additional Considerations

In addition to the financial evaluation presented above, the following factors should also be
considered:

e The existing marina is approximately 25 years old. The life of the floats is likely
between 30 and 40 years. Any aternative to add new floats to existing floats should take
the life cycle costs of the entire marinainto account.

e The Port Angeles Boat Haven, which has recently been redeveloped, has more than 10
vacant 50-foot dips. The Port should consider both marinas in making decisions about
new floats at John Wayne Marina.

BST AssociatesReid Middleton, Inc. Page 6 September 2009
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2 Demand for Permanent Wet Moorage

The following section reviews the market opportunities for wet moorage at the John Wayne
marina

As shown in the following aerial photo, al of the Marina floats extend fully north (right) to the
breakwater, with the exception of float “D”, which extends approximately half as far as the other
floats. Optionsto extend float “D” are the primary focus of this study.

Figure6 — Aerial Photo of John Wayne Marina

2.1 Demand for Permanent Moorage

John Wayne Marina has approximately 299 dlips, 280 of which are alocated to permanent
tenants with the remainder are for transient (or guest) tenants. The distribution by length dlip is
presented in Table 3.

Approximately 41% of the slips are 30 feet or lessin length and 59% are longer than 30 feet.

Approximately 11% of the slips are 50 feet or longer; thisincludes end-ties, which range from 50
feet to 98 feet in length.
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Table3—-John Wayne Marina Slip Distribution

# of Lineal
Slips Feet
15 2 2 30
28 17 36 18 71 1,988
30 18 30 48 1,440
32 29 29 928
36 24 24 864
40 17 17 680
42 21 21 882
45 10 10 450
50 16 11 27 1,350
ET 38 1 1 38
ET 50 1 1 50
ET 58 1 2 58
ET 64 1 2 64
ET 68 1 2 68
ET 70 1 2 70
ET 98 1 3 98
BS 10 6 10 5 6 37 1,322
Total 299 10,380
Notes:

*  ET stands for end-tie; BS stands for broadside.
**  Assumes average boat length of 36 feet.
Source: BST Associates

There are relatively more small dips in both John Wayne Marina and the Port Angeles Boat
Haven than at other Puget Sound marinas.

Figure 7 — Distribution of Open Slips
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Several marinas that were built 20 to 30 years ago are considering a reconfiguration of the slip
sizes to better match current and future market demand. This should & so be considered at John
Wayne Marinaas slipsreach the end of their useful life or as vacant areas arefilled in.

2.1.1 Market Conditions

BST Associates obtained records of tenants at John Wayne Marinato gain a better understanding
of the market for moorage at the facility. Asillustrated in Figure 8:

e Residents of Sequim comprise 70% of the tenants at John Wayne Marina.

e Residents of other areas of Clallam County comprise 12% of tenants at John Wayne
Marina (most are from Port Angeles).

e Other areas of Washington State account for 13% of John Wayne Marina. Most of these
tenants reside in King, Kitsap, and Jefferson counties.

e Out of state boat owners account for 5% of John Wayne Marina s tenant base.

The market concentration at John Wayne Marina is very tight geographically relative to other
marines. There has currently been a limited appeal to boaters from other parts of Washington
State and out-of-state boaters due to the marina’ s geographic location and distance from cruising

grounds.

Figure8 — Residential L ocation of Boat Owners at John Wayne Marina in 2009
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Source: BST Associates, data from Port of Port Angeles

It should be noted that some of the tenants at John Wayne marina (an unknown number) are
likely owners of second homes in Clallam County. The numbers of this type of tenants may
increase as the second home population in Sequim grows. In particular, the Wayne Enterprises
plan to develop the property adjacent to the marina could increase the demand for moorage.
According to Wayne Enterprises managementl, the development plan is now undergoing review
by the City of Sequim. Preliminary plans call for a mix of uses, including a hotel with
approximately 100 rooms, and approximately 300 dwelling units consisting of cabins, extended
stay condos, single family seasond units and cluster housing. Construction is expected to

! Telephone conversation with Louis Torres, May 28, 2009.
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commence in 2011 at the earliest. The addition of these units could increase the demand for
moorage (i.e., transient and permanent moorage). However, it is difficult to estimate the demand
for moorage until after the Wayne Enterprises has completed the devel opment.

2.1.2 John Wayne Marina Utilization Rates

The utilization rates of John Wayne Marina across month and year are presented in Figure 9.
Y ear around, John Wayne Marina hasranged from 91% (low in 2005) to 94% (high in 2007).

Occupancy rates are lower in the off-peak season (October to April) ranging from 87% to 92%.
During the peak season, occupancy rates range from 97% to 99%. The utilization rate at John
Wayne Marina, which is considered high relative to other marinas, has improved over the past
few years.

Figure9—John Wayne Marina Monthly Utilization Rates (% Occupancy)
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Source: BST Associates, data from Port of Port Angeles

2.1.2.1 Vacancy Rates

Table 4 identifies the average annual vacancy rates for each dlip length: The vacancy rates have
changed as follows between 2003 and 2008:

e Slipsthat are 36 feet or longer have exhibited relatively low vacancy rates during the past
SiX years.

0 The 50-foot dlips have been fully occupied from 2003 to 2008 with only a single
sporadic vacancy during the period. There are 28 50-foot long dlips (including
end ties).
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0 The 45foot dips experienced some vacancies in 2003 and 2004 but are now
nearly fully utilized, with average vacancy rates of less than 1% annually since
2005. There are 10 45-foot long dlips.

0 The 42-foot dlips experienced vacancy rates of less than 3% per year during the
study period. In 2008, vacancies increased dlightly (to 2.8%). There are 21 42-
foot long dlips.

0 The40-foot slips experienced vacancy rates of 2% or less during the study period.
There are 17 40-foot long dlips.

0 The 36-foot dips were fully utilized from 2003 through 2008, with average
annual vacancy rate of less than 0.5%. There are 24 36-foot long dlips.

Table 4 —Vacancy Ratesby Slip Length

Y ear 50 45 42 40 36 32 30 28 Sideties Total
Peak Season (M ay-Sept)

2008 07% 0.0% 29% 00% 00% 07% 52% 29%  06% 1.9%
2007 0.0% 00% 00% 00% 00% 07% 1.0% 41% 06% 13%
2006 0.0% 00% 00% 00% 00% 00% 19% 32% 26% 15%
2005 0.7% 00% 1.0% 00% 09% 14% 62% 38% 39% 29%
2004 0.0% 40% 29% 32% 00% 07% 29% 21% 23% 19%
2003 07% 40% 1.0% 00% 00% 00% 52% 38% 26% 24%

Off-Peak Season

2008 00% 14% 27% 15% 06% 51% 82% 29.2% 6.0% 9.9%
2007 00% 00% 14% 00% 00% 1.0% 20% 286% 6.5% 8.3%
2006 00% 00% 00% 30% 00% 20% 95% 340% 129% 12.1%
2005 00% 00% 14% 15% 00% 6.6% 122% 340% 152% 13.4%
2004 00% 57% 20% 08% 00% 41% 82% 30.7% 143% 11.8%
2003 00% 14% 00% 00% 06% 87% 92% 300% 11.3% 11.3%

Year Round
2008 03% 08% 28% 09% 04% 33% 69% 183% 38% 6.5%
2007 00% 00% 08% 00% 00% 09% 16% 184% 4.0% 54%
2006 00% 00% 00% 18% 00% 12% 63% 21.2% 86% 7.7%
2005 03% 00% 12% 09% 04% 45% 97% 21.4% 105% 9.0%
2004 00% 50% 24% 18% 00% 27% 6.0% 18.8% 93% 7.7%
2003 03% 25% 04% 00% 04% 51% 75% 19.1% 77% 7.6%

Source: BST Associates, data from Port of Port Angeles

e Slips that are less than 36 feet exhibited higher vacancies particularly in the off-peak
Season.

o0 The 32-foot dips are well utilized during the peak season, with a vacancy rate of
less than 1.5% per year. However, during the off-peak season, vacancy rates
averaged nearly 5% over the period 2003 to 2008. There are 29 32-foot long
dips.
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0 The 30-foot dlips follow a similar pattern as 32-foot dlips, but vacancies are more
extensive and last during a greater portion of the year. The average annual
vacancy exceeded 6% between 2003 and 2008, with 3.7% vacancy during the
peak season and 8.2% during the off-peak season. There are 48 30-foot long
dips.

0 This pattern of vacancy in smaller dlips builds with the 28-foot dlips, where
sustained vacancies occur from August/September into April/May. Vacancies
averaged nearly 20% across the year, with 31% in the off-peak season and 3% in
the peak season. There are 71 28-foot long dlips.

0 Broadside vacancies occur throughout the year, but are highest in the period
September through April. Across the year, vacancies averaged around 7%. There
are 2,215 lineal feet of broadside moorage (1,322 lineal feet excluding end-ties).

The vacancy rates in the 28, 30 and 32-foot dlips are a concern. Many of the boats in these dlip
sizes can be trailered and removed during the off-peak season. In addition, high fuel prices
seriously impacted the use of smaller boats in 2007 and especially 2008 and 2009. Fuel prices
are expected to experience moderate increases during the next few years but then could increase,
which would likely impact smaller boats more than larger boats.

2.1.3 Recreational Boating Trends

The Washington State Department of Licensing maintains a database of boats registered in the
State of Washington. Washington State law says that all recreational vessels over 16 feet in
length must be registered, while motor vessels less than 16 feet in length must also be registered
if the motor is 10 horsepower or more. Vessels exempt from registration include motor vessels
less than 16 feet and with a motor of less than 10 horsepower, and sailboats less than 16 feet in
length. However, any boat used on federal waters must be registered, regardiess of other
exemptions. Federal waters include Puget Sound, Hood Canal, Lake Washington, Lake Union,
Lake Sammamish, Columbia River, Snake River, Lake Washington Ship Canal, Capitol Lake,
Pend Oreille River, Walla Walla River, Y akima River, and other bodies of water effected by the
ebb and flow of the tide and are on or bordering federal land. Finally, vessels powered solely by
human means are exempt, regardless of where they are used.

2.1.3.1 Trends in Clallam County

Boat ownership for registered boats in the primary market area (Clallam County) declined at
-0.7% per year between 1990 and 2008, due mainly to alarge decline in boats under 16 feet long.
Population growth in Clallam County averaged 1.2% per year during this time period.

Growth was above average for boats greater than 30 feet in length and accelerated more rapidly
asthe boat length increased:

e Boatsfrom 16 to 20 feet in length declined at -0.1% per year during the time period.
e Boatsfrom 21 to 30 feet in length grew at 0.6% per year during the time period.
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e Boatsfrom 31 to 40 feet in length grew at 2.7% per year during the time period.
e Boatsfrom 41 to 50 feet in length grew at 5.6% per year during the time period.
e Boatsfrom 51 to 60 feet in length grew at 5.5% per year during the time period.

e Boats greater than 60 feet in length reached a peak of 5 in the last part of the study
period. Thereisalack of facilitiesfor vessalsin this size range.

Table5—Boat Ownership Trendsin Clallam County

AR (o] 31' to 41' to 51' to Total
16' to 20’ 30 40' 50 o) Over 60' Registered
1990 1,713 603 105 24 5 - 4,964
1991 1,755 626 124 20 7 1 5,072
1992 1,735 622 146 28 7 1 5,097
1993 1,787 651 175 31 6 1 5,264
1994 1,513 599 175 39 8 3 4,634
1995 1,609 628 175 40 8 3 4,886
1996 1,566 603 164 43 10 4 4,864
1997 1,605 545 158 44 9 2 4,806
1998 1,603 576 168 44 7 3 4,771
1999 1,607 571 175 46 8 2 4,690
2000 1,739 619 188 49 9 2 5,066
2001 1,764 619 185 53 8 2 5,070
2002 1,805 639 180 53 10 2 5,183
2003 1,703 629 193 58 8 3 4,819
2004 1,671 599 175 49 10 4 4,589
2005 1,712 632 176 56 11 5 4,611
2006 1,752 664 177 63 11 5 4,632
2007 1,748 699 184 63 14 4 4,599
2008 1,670 675 170 64 13 5 4,344
Compound Annual Growth Rates (CAGR)

90-99 -0.7% -0.6% 5.8% 7.5% 5.4% NM -0.6%
99-08 0.4% 1.9% -0.3% 3.7% 5.5% 10.7% -0.8%
90-08 -0.1% 0.6% 2.7% 5.6% 5.5% NM -0.7%
07-08 -4.5% -3.4% -7.6% 1.6% -7.1% 25.0% -5.5%

Source: BST Associates using Washington State Department of Licensing data

Sluggish growth in vessels under 30-feet and more rapid growth in vessels over 30 feet has
implications for wet moorage in John Wayne Marina. It indicates that there are likely too many
small dlips (28-, 30- and 32-foot slips) and not enough longer slip lengths (36 feet and above).
Thisissueisdiscussed in greater detail below.
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This finding is underscored by the annual growth of boats in Clallam County relative to Puget
Sound. The compound annual growth in Clallam County was lower than that in Puget Sound for
boats under 30 feet in length but higher for boats over 30 feet. See Figure 10.

Figure 10 — Relative Growth Rates (Annual Change from 1990-2008)
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2.1.4 Waitlist Characteristics

The current waitlist (June 2009) for John Wayne marina has three prospective tenants:
e 36footdlip—2
e Over 50foot slip—1.

This is a significant change from 2005, in which, there were 45 boat owners on the waitlist at
John Wayne Marina, ranging in length as follows:

e 36-40foot dlips—26 on list,

e 41-45foot dips—7 onlist,

e 46-50foot dips—5onligt,

e 26-30foot dips, 3onlit,

e Over50foot long dips—2 onlist,

e 1 each on broadside and 31 to 35 foot long slips.

The change in waitlist reflects a change in Port policy, including a $50 charge to get on the list
and $25 per year to remain on the list. In addition, if a slip was presented to a prospective tenant
and they refused it, they are removed from the list. The waitlist characteristics still indicate that
the need is greatest for additional slips over 36 feet in length.
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2.1.5 Permanent Slip Forecasts

This section presents an updated forecast for permanent wet moorage slips in John Wayne
marina.

2.1.5.1 Growth in Clallam County Recreational Boat Fleet

The forecast for additional boats in Clallam County is presented in Table 6. The forecast is
based upon projected growth in population and household income. Three cases are presented,
including low, mid (or intermediate) and high. The forecast projects relatively slow growth in
demand for boats under 30 feet in length and more rapid growth in boats between 31 and 50 feet
in length. The forecast for boats over 50 feet in length is constrained by the small population of
these boats at the present time and may underestimate how many of these boats may require
moorage in Clallam County.

Table 6 —Boat & Slip Forecast for Clallam County
Under 16'to 21'to 31'to 41' to 51' to Over

16' 20' 30' 40 50' 60' 60'
2008 1,708 1,618 632 159 50 11 3 4,181
Forecast (2020)
Low 1,673 1,544 611 172 54 11 4 4,966
Mid 1,799 1,660 657 185 58 12 5 5,589
High 1,908 1,761 697 196 61 12 5 6,156
Additional Boats (2020)
Low -35 -74 -21 13 4 0 1 -112
Mid 91 42 25 26 8 1 2 193
High 200 143 65 37 11 1 2 459
% Needing Wet M oorage 0% 0% 16% 85% 100% 100% 100%
Additional Slips
Low - - (3) 11 4 - 1 13
Mid - - 4 22 8 1 2 36
High - - 10 32 11 1 2 56

Source: BST Associates

Few marinas have been built over the past ten years in the Puget Sound region, and
environmental constraints plus alack of good sites will likely limit the number of marinas built
to meet the projected growth in demand. Thisis causing marinas to consider reconfigurations to
focus on larger dlips for boats that need wet moorage. Smaller boats (especially power boats up
to 35 feet in length) are being evaluated for dry storage. However, this paradigm only appears to
be financially sustainable in high-density urban (Seattle, Edmonds, Everett) and gateway
(Anacortes) areas.

Boat buyers are generally selecting boats that are larger in dl dimensions - longer, higher and wider.
The faster growth in vessels longer than 30 feet hasimplications for agencies that provide moorage for
recreational vessals. Facilities that were designed for a certain average vessd size 20 or 30 years ago
may have a capacity of fewer boats now, because of the increasein vessdl length. Furthermore, asthe
average vessal has become longer, the average beam for a given length of vessdl has aso increased
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over time. In addition, it should be noted that the data provided by the Department of Licensing relies
on the manufacturer’s length overdl (LOA). An increasing number of boats have swim steps, bow
pulpits and like devices that increase the required dip length. BST Associates estimates that the
difference between LOA and actud length is 10%. This adjustment is taken into account in the
following demand forecast.

2.1.5.2 Permanent Wet Moorage Forecast

Therecommended slip mix, which is presented in Table 7, takes into account current occupancy
rates, waitlist and new demand. Similar to the earlier forecast, there is a decrease in the number
of 28-and 30-foot dlips and an increase in number of dlipsthat are 36-feet and longer.

Table 7—Demand Forecast & Slip Mix

Comparison of Slip

Per manent Mix
Occupancy New Revised
Existing Adjustment WENIES Demand Sip Mix Existing

Less than 20 feet 2 - 1% 0%
21 to 25 feet 0 - 0% 0%
26 to 30 feet 119 (16) - - 103 41% 30%
31to 35 feet 29 (@D} - 5 33 10% 10%
36 to 40 feet 42 (0) 2 5 49 14% 14%
41 to 45 feet 31 (0) - 8 38 11% 11%
46 to 50 feet 27 ©) - 4 31 9% 9%
51 to 55 feet 0 - - 5 5 0% 2%
56 to 60 feet 1 - - 2 3 0% 1%
More than 60 feet 4 - 1 3 8 1% 2%

Subtotal 255 a7 3 32 307 87% 89%
Broadside 37 37 13% 11%

Totd 292 (17) 3 32 344 100% 100%

Source; BST Associates
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Table 8 illustrates the relative strength of demand by comparing the net change in demand with
the number of existing dips. The highest relative demand is for slips over 50 feet long followed

by dipsin the 40 foot range.

Table 8 — Relative Strength of Demand

Net )
For ecast Change Existing Relative Need
26 to 30 feet 119 103 (16) -13% Lowest
31 to 35 feet 29 33 4 14% Next Highest
36 to 40 feet 42 49 7 16% Next Highest
41 to 45 feet 31 38 7 23% Next Highest
46 to 50 feet 27 31 4 14% Next Highest
51 to 55 feet 0 5 5 >300% Highest
56 to 60 feet 1 3 2 221% Highest
More than 60 feet 4 8 4 112% Highest
Subtotal 255 307 52 21%
Broadside 37 37 - 0%
Total 292 344 52 18%

Source: BST Associates
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3 Financial Assessment

The following section evaluates the financial feasibility of aternative redevelopment plans for
John Wayne marina.

3.1 Existing Financial Performance

The recent financia performance of the John Wayne Marinais presented in Table 9.

3.1.1 Operating Revenues

Operating revenues increased from $879,000 in 2005 to $1.2 million in 2008 or at a compound
annual rate of growth of 9.8%.

Table9 - John Wayne Marina — Existing Financial Performance
Summary of Finances 2005 2006 2007 2008 CAGR

Operating Revenues

Moorage-Current $582,989 $648,994 $753,343 $815,606 11.8%
Moorage-Transient $17,661 $26,237 $23,124 $20,976 5.9%
Fuel $174,340 $187,606 $195,605 $218,918 7.9%
Other $104,090 $93,747 $93,683 $106,662 0.8%

Subtotal $879,080 $956,585 $1,065,756 $1,162,163 9.8%

Operating Expenses

Salaries, Taxes & Benefits $229,705 $248,002 $284,272 $265,779 5.0%
Office Supplieset a $91,066 $94,880 $177,520 $102,392 4.0%
Cost of Goods Sold $151,666 $163,198 $177,131 $202,103 10.0%
Other $9,705 $11,873 $15,522 $9,738 0.1%

Subtotal $482,142 $517,953 $654,445 $580,012 6.4%
Net Operating Revenue $396,938 $438,632 $411,311 $582,151 13.6%

Non Operating Expenses

Allocated Expenses $278,048 $329,918 $418,392 $478,196 19.8%
Depreciation $229,812 $229,399 $236,236 $217,982 -1.7%

Subtotal $507,860 $559,317 $654,628 $696,179 11.1%
Net Income -$110,922 -$120,686 -$243,316 -$114,028 0.9%

CAGR stands for compound annual growth rate
Source: BST Associates using Port of Port Angeles data

Permanent moorage, which accounted for 70% of operating revenues in 2008, grew at 11.8%,
mainly due to increased moorage rates coupled with higher occupancy rates.

Table 10 illustrates that moorage rates grew at approximately 10% to 11.0% between 2005 and
20009.
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Table 10— Annual Changesin Permanent Rates at John Wayne Marina

Permanent Rates 2005 2006 2007 2008 2009 CAGR

less than 30° $4.50 $4.93 $5.39 $5.86 $6.50 9.6%
30'-39 $4.70 $5.43 $5.89 $6.41 $7.11 10.9%
40'-49 $5.08 $5.93 $6.39 $6.95 $7.71 11.0%
50+ $5.48 $6.45 $6.89 $7.50 $8.32 11.0%

Source: BST Associates using Port of Port Angeles data

Net revenues from fuel sales, which accounted for 19% of operating revenues in 2008, increased
from $174,000 in 2005 to $219,000 in 2008, or a 7.9% per year. However, fuel costs aso rose
considerably during this period. Fuel revenues (net of costs of good sold) actually declined from
$22,600 in 2005 to $16,800 in 2008.

Transient moorage and other revenues (live aboard fee, waiting list fee, dock boxes, launch fees,
electricity sales, retail/office/restaurant leases, shower use fees and other categories), which
account for a smaller portion of operating revenues, grew at 5.9% and 0.8% regectively during
the study period.

3.1.2 Operating Expenses

Operating expenses include salaries, office supplies, cost of goods sold and other expenses.

Salaries, taxes and benefits, which have accounted for 43% to 48% of operating expenses, grew
from $229,700 in 2005 to $265,800 in 2008 or at a compound annual rate of 5.0%.

Office supplies and related expenses, which accounted for 18% of operating expenses in 2008,
grew at 4.0% per year, from $91,000 in 2005 to $102,300 in 2008.

Cost of goods sold (primarily fuel) accounted for 35% of operating expenses in 2008, up from
27% in 2007 mainly due to the rising cost of fuel. This category grew at 10.0% per year during
the study period.

Other expenses have remained at approximately $10,000 per year.

3.1.3 Non-Operating Expenses

Non-operating expenses, which consist of alocated expenses and depreciation, grew from
$508,000 in 2005 to $696,000 in 2008 or at 11.1% per year. Depreciation expenses have
remained at $217,000 to $237,000 per year. Allocated expenses account for nearly al of the
growth in this category.

3.1.4 Net Income

John Wayne Marina did not experience positive net income in the period 2005 through 2008.
Net income was -$114,028 in 2008, which was an improvement over 2006 and 2007.
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3.2 Redevelopment Options

Reid Middleton, Inc. prepared five alternative redevelopment scenarios. See Figures 14 through
18 at the end of this report for a depiction of each option. As shown in Table 11, these
alternatives provide avarying mix of dlips:

e Option 1 extends Float D, and provides 13 more slips than the existing configuration:

o 5morein the 36- to 40-foot range, 7 more in the 46- to 50-foot range and 1 more
in the 56- to 60-foot range.

0 This option is expected to cost $609,000 in 2010 dollars or approximately
$212.60 per yuare of float installed.

e Option 2 reconfigures Floats C and D, and provides 8 more dlips than the existing
configuration:

0 6lessinthe 26- to 30-foot range, 4 more in the 31 to 35 foot range, 8 less in the
36- to 40-foot range, 13 more in 46- to 50-foot range, 5 more in the over 60-foot
range.

0 This option is expected to cost $462,000 in 2010 dollars or approximately
$195.90 per square of float installed.

e Option 3 adso extends Float D, and provides 10 dlips more than the existing
configuration:

0 4lessinthe 26-to 30-foot range, 2 more in the 36 to 40 foot range, 14 more in the
46- to 50-foot range and 2 less in the over-60-foot range.

o This option is expected to cost $787,000 in 2010 dollars or approximately
$205.60 per square of float installed.

e Option 4 extends Float D and reconfigures Floats C and B. This option provides 18 more
dlips than the existing configuration:

o 11 morein the 26- to 30-foot range, 3 in the 36- to 40-foot range, 21 less in the
41- to 45-foot range, and 25 more in the 46- to 50-foot range.

o This option is expected to cost $4.2 million in 2010 dollars or approximately
$219.90 per square of float installed.
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e Option 5 extends and reconfigures Float D and reconfigures Float C. This option has 11
fewer dlips than the existing configuration:

0 14 lessinthe 26- to 30-foot range, 11 less in the 36- to 40-foot range, 21 lessin
the 41- to 45-foot range, 33 more in the 46- to 50-foot range, 4 more in the 56- to
60-foot range and 2 less in the over 60-foot range.

o This option is expected to cogt $4.3 million in 2010 dollars or approximately
$215.00 per square of float installed.

Table1l — Alternative Redevelopment Scenarios (Number of Slipsby Slip Length)

Total # of Sli Existing
26 to 30 feet 119 119 113 115 130 105
31 to 35 feet 29 29 33 29 29 29
36 to 40 feet 79 84 71 81 82 68
41 to 45 feet 31 31 31 31 10 10
46 to 50 feet 28 35 411 42 53 61
51 to 55 feet
56 to 60 feet 2 3 2 2 2 6
More than 60 feet 9 9 14 7 9 7
Subtotal 297 310 305 307 315 286
Net # of New Slips
26 to 30 feet 0 0 -6 -4 11 (14)
31 to 35 feet 0 0 4 0 0 -
36 to 40 feet 0 5 -8 2 3 (11)
41 to 45 feet 0 0 0 0 -21 (21)
46 to 50 feet 0 7 13 14 25 33
51 to 55 feet 0 0 0 0 0 -
56 to 60 feet 0 1 0 0 0 4
More than 60 feet 0 0 5 -2 0 (2
Subtotal 0 13 8 10 18 (12)
Estimated Project Cost $609,000 $462,000 $787,000 $4,194,000 $4,338,000
New Floats (Sg. Feet) 2,865 2,360 3,830 19,070 20,180
Total Cost per SqFt $212.6 $195.9 $205.6 $219.9 $215.0

Source: Reid Middleton, Inc

3.3 Financial Evaluation of Alternative Redevelopment Plans

This section presents afinancial evaluation of the options proposed for John Wayne Marina.

3.3.1 Changes in Revenue from Permanent Moorage

The options considered in this study are expected to generate varying levels of revenue from
permanent moorage, depending on the expected absorption rates. Figure 11 compares the
projected revenues for the period 2011 (construction is expected to be completed in 2010) to
2031 or over a 20 year period.

Figure 12 presents the expected increase (decrease) in permanent moorage revenues net of the
revenues from existing operations. Options 4 and 5 generate more revenue than the existing
option within seven years, while for Options 1 through 3, this occurs within 1 to 4 years.
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Figure 11 — John Wayne Marina Per manent M oor age Revenue For ecasts
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Figure 12 — John Wayne Marina Per manent M oor age Revenue For ecasts
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3.3.2 Benefit/Cost Assessment

Table 12 presents a summary benefit/cost summary of the various options. The benefits include
the net present value of the additional permanent moorage revenues over the 20-year period
(from 2011 to 2031) at a discount rate of 6%. The cost estimates are as provided by Reid
Middleton, Inc for construction of each option, which is expected to occur in 2011.

Asshown in Table 12 and Figure 13, none of the options have benefits in excess of costs.

Table12 —Benefit Cost Assessment

Option Benefits Cost B/C
Option 1 $326,046 $609,124 0.54
Option 2 $212,778 $462,377 0.46
Option 3 $48,729 $787,499 0.06
Option4 $160,579 $4,194,003 0.04
Option 5 -$595,736 $4,338,405 (0.149)

Source BST Associates using data from Reid Middleton, Inc
and Port of Port Angeles

Figure 13 — Summary Benefit Cost Assessment

of John Wayne Marina Redevelopment Options
1.8
1.6

1.4 B/C Ratio should be over 1.0
1.0

0.8
0.6
0.4
0.2 0.06 0.04

0.0
-0.2

0.54 0.46

-0.14
BC

[ Option 1 E Option 2 M@ Option 3 M Option4 M Option 5

BST AssociatesReid Middleton, Inc. Page 23 September 2009



John Wayne Marina Expansion Financial Assessment Final Draft Report

Figurel4 —Option 1
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Figurel5—Option 2
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Figurel6 — Option 3
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Figurel7 — Option 4
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Figurel8 —Option 5
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