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Dear Ms. Gjurasic,
 
The Office of the Washington State Auditor has received and completed our response
to your public records request sent in via email, as follows:
 

My name is Alexis Gjurasic. I worked as an intern at SAO last summer in
the Performance Audit Unit. I would like to request copies of the two work
papers I completed on the Aquatic Land Leases Audit published a few months
ago. I can't recall their exact titles, but one was about past legislation and
the other was on other states' management philosophies. 

 
In response, we have attached all the responsive records to fulfill your request with us. 
Please let us know if you have any questions, concerns or issues regarding this
request.  We will now consider this closed.
 
Sincerely,
 
 

Mary Leider, CPRO
Public Records Officer, Office of the Washington State Auditor
(564) 999-0919 (find me anywhere via Teams)
Let us help you improve your cyber health: #BeCyberSmart.
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PSC

		Purpose: 


				To identify how other states’ management philosophies for setting aquatic lease rates compare to Washington's

				To determine if Washington is unique in not prioritizing revenue as a management philosophy for setting aquatic land lease rates

		Source:

				As referenced in table. See "Other States Review" tab.

		Methodology:

				Reviewed laws, policies, and websites for 6 U.S. states (California, Florida, Louisiana, Maine, Maryland, Oregon) and one Canadian province (British Columbia). British Columbia will be referred to as a state. States were chosen based on coastal location and scoping research. 

				1) Judgementally selected coastal states to review aquatic policies

				2) Researched laws, policies, and websites for the following states and British Columbia

				2a) CA, FL, LA, ME, OR

				3) Documented relevant laws and policies

		Conclusions:

				See "Other States Review" tab for more details

				All states prioritize the public benefit of aquatic lands (British Columbia, California, Florida, Lousiana, Maine, Oregon). 

				Revenue is a top priority for California, Maine, Louisiana, and British Columbia.

				Environmental benefits are a shared priority by some but not all states. (Includes British Columbia, Florida, and Oregon, but not California, Louisiana, or Maine)

				No states list revenue as a secondary priority like WA. 

				Oregon appears to be the most similar to WA because it prioritizes public and environmental benefits and does not mention revenue as a priority, although all methods for determining lease rates are revenue-based.

		Reviews:

				Reviewed summary management philosophies in "Other States Review"! (TF Reviewed throughout audit and finally again on 11/20/23)











Other States Review

		State		Management Philosophy: General Land Policy		Interpretation 		Source		Management Philosophy: Water-dependent Policy		Interpretation 		Source		Management Philosophy: Aquaculture Policy		Interpretation 		Source

		British Columbia		"Crown land is a public asset and the Province has a responsibility to ensure it is managed to maximize and sustain the flow of economic, social and environmental benefits to British Columbians, now and in the future.

The pricing goal "is a fair return based on market values." 


		Revenue is a priority meant to be generated, be sustained, and offset administrative costs. 

Economic, social, and environmental benefits are on equal footing. 

Environmental benefits are important, like WA. 

Unclear if social benefits mean public use. 		British Columbia Land Policy - Pricing 2.3.2
*pricing.pdf (gov.bc.ca) (p. 2)
		Marinas included under general policy. See "Water-Dependent Uses."		N/A		British Columbia Land Policy - Pricing 2.3.2
*pricing.pdf (gov.bc.ca) (p. 3)
		Aquaculture included under general policy.		N/A		British Columbia Land Policy - Pricing 2.3.2
*pricing.pdf (gov.bc.ca) (p. 3)


		California		No management philosophy found.		All policies focus on revenue. All methods for determining lease rates are revenue-based except for some leases which are free if there is public benefit. 

		*State Lands Commission Because It Has Not Managed Public Lands Effectively, the State Has Lost Millions in Revenue for the General Fund (p. 9-10)		No management philosophy found. 		N/A				"State law authorizes the California Fish and Game Commission (Commission) to lease 
State water bottoms or the water column to any person for aquaculture... if such a lease is in the public interest."		N/A		"Regulations Governing Leasing of State Water Bottoms for Aquaculture" The Natural Resources Agency Of California pdf (p. 1)

		Florida		No management philosophy found.		N/A		N/A		No management philosophy found. 		N/A				"It is in the state’s economic, resource enhancement, and food production interest to promote aquacultural production... Aquaculture development should be fostered when the aquaculture activity is consistent with state resource management goals, proprietary interest, environmental protection, the state aquaculture plan, and the public interest..		Environmental benefits and public interest prioritized. Proprietary interest could mean revenue but unclear. 		Florida Administrative Code Rule Chapter 18-21 (Word Document)
18-21.020 1

		Louisiana		"The primary goal of [the Louisiana Office of State Lands] is to ensure the highest economic return and the maximum public use possible…"		Revenue is a top priority. 

Public use is a top priority.

Environmental benefit not mentioned. 		Office of State Lands - Louisiana Division of Administration (webpage)		No management philosophy found. 		N/A				No management philosphy found.		N/A

		Maine		"... the issuance of any conveyance requires careful consideration of the impacts... on public trust rights as well as a just and fair compensation to the public..." 




		Revenue is a higher priority for ME than WA because public trust is on equal footing with compensation.

Does not mention environmental benefits.		sublands-rules.pdf (maine.gov) (p. 1)		Marinas included under general policy. See "Water-Dependent Uses."		N/A		sublands-rules.pdf (maine.gov) (p. 5)		No management philosphy found.		N/A

		Oregon 		

Submerged and submersible land is managed "...with the object of obtaining the greatest benefit for the people of this state, consistent with the conservation of this resource under sound techniques of land management'"

		Prioritizes conservation and public use, which is similar to WA's environmental benefits.

Revenue is not an outright philosophy but all methods for determining lease rates are revenue-based. 

		Oregon Secretary of State Administrative Rules - 141-082-0260 

Oregon Secretary of State Administrative Rules 141-082-0305 1-3		Water-dependent uses included in general policy.		N/A		Oregon Secretary of State Administrative Rules 141-082-0265		Aquaculture included in general policy.		N/A		Oregon Secretary of State Administrative Rules 141-082-0265





https://www2.gov.bc.ca/assets/gov/farming-natural-resources-and-industry/natural-resource-use/land-water-use/crown-land/pricing.pdfhttps://www2.gov.bc.ca/assets/gov/farming-natural-resources-and-industry/natural-resource-use/land-water-use/crown-land/pricing.pdfhttps://www2.gov.bc.ca/assets/gov/farming-natural-resources-and-industry/natural-resource-use/land-water-use/crown-land/pricing.pdfhttps://nrm.dfg.ca.gov/FileHandler.ashx?DocumentID=27450&inlinehttps://www.auditor.ca.gov/pdfs/reports/2010-125.pdfhttps://www.maine.gov/dacf/parks/about/sublands-rules.pdfp.%20101-670%20Chapter%2053%20p.1https://www.maine.gov/dacf/parks/about/sublands-rules.pdfp.%20101-670%20Chapter%2053%20p.1https://secure.sos.state.or.us/oard/displayDivisionRules.action?selectedDivision=347https://secure.sos.state.or.us/oard/displayDivisionRules.action?selectedDivision=347https://secure.sos.state.or.us/oard/displayDivisionRules.action?selectedDivision=347https://www.doa.la.gov/doa/osl/

Appendix B - Draft table

				Figure 1 - Is revenue prioritized when setting lease rates? 

				State/Province		Revenue a top priority?

				British Columbia		Yes

				California		Yes

				Florida		Yes

				Louisiana		Yes

				Maine		Yes

				Oregon 		Yes

				Washington		No*

				*Revenue is considered when consistent with 4 main public benefits.






PSC

		Purpose:

				To summarize past efforts to change the model for determining water-dependent lease rates, including each method's intended benefits and why it failed.

		Completed by:		Completed by: Alexis Gjurasic, Performance Audit Intern (with review and revisions by William Wright, Senior Performance Auditor and Carly Schmidt, Performance Auditor)

		Sources:

				Reports:

				JLARC DNR's Leasing of State-Owned Aquatic Lands Report (H.1.2)

				Marina Rents Studies Report: A Historical Perspective July 2011 (H.2.3)

				Bill Summaries and Testimony:

				https://lawfilesext.leg.wa.gov/biennium/2003-04/Pdf/Bill%20Reports/House%20Historical/1250-S%20BRH%20SA.pdf?q=20230829154123

				https://lawfilesext.leg.wa.gov/biennium/2009-10/Pdf/Bill%20Reports/House/1077%20HBR%20EPAR%2009.pdf?q=20230829142748

				https://lawfilesext.leg.wa.gov/biennium/2011-12/Pdf/Bill%20Reports/Senate/5550%20SBR%20NRMW%2011.pdf?q=20230829140001

				https://app.leg.wa.gov/billsummary?BillNumber=2562&Initiative=false&Year=2009



		Methodology:

				Reviewed reports on water-dependent leases provided by DNR and found through scoping research.

				Input relevent information into 'Past Failed Legislation' tab and 'Notes cont.' tab. and cross-referenced across reports. 

				When information on benefits and issues of legislation was not available in the reports, auditor searched through Washington State Legislature bill summaries to find testimony. 

				Input relevent information into 'Past Failed Legislation' tab and 'Notes cont.' tab.

				Note: In many cases, the intended benefits of a method are inherent in their description. In these cases, the auditor wrote "See Method Details" in the Intended Benefits column.

				Note: When one piece of legislation or one study included more than 2 rent methods, further information is noted on the "Notes cont." tab to save space and avoid repetition. 

		Conclusion:

				Since the current water-dependent lease rate formula was established in 1984, there have been a number of studies and proposed legislation to change how aquatic land lease rates are calculated. 

				There have been 46 methods proposed since 1984. Many of the proposed methods are very similar. In several cases, the exact same method has appeared multiple times in legislation. There are three recurring method themes: income-based, market-based, and geographic averaging or zoning. Not all methods fit under these themes, and a few methods are a hybrid of multiple themes. 

				The most notable and recent events in studying and attempting to change rent were the following three: 

				1. The 2010 study was completed by the 2010 Marina Rent Committee. The Committee recommended that the 'Existing Method with Averaging' best met all the objectives set by the committee. The following session, DNR requested legislation (SB 5550 and HB 1553) based on the committee's recommendation. 
According to the 2011 'Marina Rent Studies: A Historical Perspective" the debate about the bills (HB 5550 and HB 1553) was as follows:

"Opponents of the bill presented three main arguments:
- Ports are a main competitor but not included in the bill. 
- The increase in a non-profit marinas rent is unfair.  
- Wildly changing assessed property values are largely to blame for the unfairness of the current calculation method. 

In addition, some believed the committee did not meet a sufficient number of times, the data was not finalized soon enough, predicted impacts were released too late, and not enough marina owners had knowledge of the proposal."

The bill did not pass. 

That same session, the legislature passed EHB 1087 which "directed Directed DNR to reconvene the marina rents review committee and recommend to the legislature alternative methods of calculating rents for marinas using existing funding." The Governor vetoed this bill and "asked the Commissioner to review past studies on this subject, discuss the issue with all affected stakeholders and prepare legislation for next session." 

DNR then wrote the 2011 report 'Marina Rent Studies: A Historical Perspective" cataloguing past attempts to change legislation.

				2. In a 2008 budget proviso, JLARC was directed to review rent calculation methods and write a report. Their conclusions were: 

"While it is ultimately up to the Legislature to choose its criteria for setting lease rates, based on the three criteria JLARC used—payment of market rent, equitable treatment, and administrative burden—the analysis in this report shows that: 
• If the most important criteria is payment of market rent and equitable treatment, the Legislature would establish a negotiated fair market value approach to setting water-dependent lease rates. 
• If the most important criterion is low administrative burden, then the Legislature would retain the current or some other formula-based approach. 
• If the most important criterion to use is an approach that most closely resembles the private sector, the Legislature would establish a negotiated fair market value approach."

There appears to have been no legislation that came out of this report. 

				3. In 2001, DNR completed a marina rent study that recommended rent be calculated as a percentage of gross business income. In 2003, there was legislation based off of this recommendation (HB 1250). The bill passed but had a condition that a certain amount of marina income data needed to be collected. The results were: 

"- Only 38% of marinas responded to income survey.
- DNR concluded that information was not sufficient to proceed with an income method of calculating marina rents.
- DNR met with legislative members to deliver results and inform them that work would not proceed on an income method."

The following year, DNR hired a consultant (HB 2690) to study the data from the 2003 study. The report "confirmed what DNR said about the data all along – it is indeed insufficient to determine a percentage that can be used in a percent of income rent calculation method.









https://app.leg.wa.gov/billsummary?BillNumber=2562&Initiative=false&Year=2009https://lawfilesext.leg.wa.gov/biennium/2003-04/Pdf/Bill%20Reports/House%20Historical/1250-S%20BRH%20SA.pdf?q=20230829154123https://lawfilesext.leg.wa.gov/biennium/2009-10/Pdf/Bill%20Reports/House/1077%20HBR%20EPAR%2009.pdf?q=20230829142748https://lawfilesext.leg.wa.gov/biennium/2011-12/Pdf/Bill%20Reports/Senate/5550%20SBR%20NRMW%2011.pdf?q=20230829140001

Past Failed Legislation

		*NOTE: Some methods may be very similar but are listed separately. 

		*NOTE: Rows are color-coded by source.

		*NOTE: All cells in columns D-F are quoted from that row's sources. 

		Theme 		Method		Year and Legislation and/or Study		Method Details		Intended Benefit(s)		Why Method Failed & Opposition		Source Ranking System (This column only applies to the 2008 JLARC Report. See B7 on Notes cont. for more information.)		Notes		Source

		Current Approach 		Link to Upland Assessed Value (Included so reader can easily compare across methods using source ranking system - see Columns E and F)		2008 JLARC Report		• Based on 30% of assessed upland value multiplied by a real rate of 
return (the real capitalization rate).		• Administrative Burden (2)
• If the most important criterion is low administrative burden, this approach or some other formula-based approach is the best approach according to the source.		• Payment of Market Rent (6)
• Equitable Treatment (7)		Ranking Assigned
Ranking: 1=Best at Meeting Criteria, 11=Worst at Meeting Criteria

		See Notes cont. tab for more information		H.1.2

		Market		Negotiated Fair Market Value		2008 JLARC Report		• Negotiation and appraisal completed each time rent is set or re-set.
• Negotiation process requires DNR and lessee to understand various factors impacting the value of the aquatic lands to the business.		• Payment of Market Rent (1)
• Equitable Treatment (1)
• If the most important criteria is payment of market rent and equitable treatment, this is the best approach of those examined in the source report.
• If the most important criterion is an approach that most closely resembles the private sector, this is the best approach of those examined in the source report.		• Administrative Burden (10)		Ranking Assigned
Ranking: 1=Best at Meeting Criteria, 11=Worst at Meeting Criteria

		See Notes cont. tab for more information		H.1.2

		Market		Fair Market Value		1992 Internal Rent Study		the monetary value that a user is willing to pay for the use of the land and that the state is willing to accept for the permitting the use		No information found		No information found		N/A		See Notes cont. tab for more information		H.2.3


		Market		Appraisal/Fair Market Value		2001 DNR Rent Study & 2001 Legislation (HB 2162)		No information found		No information found		No information found		N/A		See Notes cont. tab for more information		H.2.3


		Market		Market Value		2009-10 Legislation (HB 2562)		Establishes a new lease rate for water dependent industrial lessees of state-owned aquatic lands that is based on market value as opposed to a percentage of the value of adjacent upland properties.		No testimony.		No testimony.		N/A		N/A		https://app.leg.wa.gov/billsummary?BillNumber=2562&Initiative=false&Year=2009

		Income		Net Income Approach		2008 JLARC Report		• A percentage of the net income of the operation is collected as rent.
• Net income can be actual income or a calculated estimate using various 
methods.		• Payment of Market Rent (4)		• Equitable Treatment (6)
• Administrative Burden (9)		Ranking Assigned
Ranking: 1=Best at Meeting Criteria, 11=Worst at Meeting Criteria

		See Notes cont. tab for more information		H.1.2

		Income		Net Income Approach		1992 Internal Rent Study		would set rent based on a percentage of net income from the business.		No information found		No information found		N/A		See Notes cont. tab for more information		H.1.2

		Income		Gross Income Approach		2008 JLARC Report		• Similar to net income, but rent is based on gross income without deducting business expenses.

		• Payment of Market Rent (4)
• Equitable Treatment (5)		• Administrative Burden (6)		Ranking Assigned
Ranking: 1=Best at Meeting Criteria, 11=Worst at Meeting Criteria		See Notes cont. tab for more information		H.1.2

		Income		Percentage of gross business income method		2001 DNR Rent Study & 2001 Legislation (HB 2162)		No information found		No information found		Data pertaining to marina income and expenses was difficult to obtain, even from the small subset of 50 marinas.		N/A		See Notes cont. tab for more information		H.2.3


		Income		No name		2003 Legislation (HB 1250)		• Income survey data to be used to calculate a percent of income
• Allowed for recovery of administrative costs
- Condition: old method to stay in place unless 75% of marinas representing 90% of state rental revenue responded to income survey.
- Income survey data to be used to calculate a percent of income that would be revenue neutral to DNR.
DNR to recommend a percentage and a program to legislature in 2004
• Minimum rent would be set at $500		"Testimony For: 
(Agriculture and Natural Resources) (Original bill) ...Over the years, the current rent formulation has increased rent far quicker than the value of marina rent slips has climbed... This bill is a collaborative effort of many stakeholders that has taken over 12 years to develop. It provides a clear formula for overworked land managers to help expedite leases. The bill is a compromise that initially provides revenue neutrality to the state, while providing a financial break to the marina owners over time, allowing them to save and pay their bills into the future. Boating is an integral part of life in the Northwest and should be supported. By providing lower rent increases, the bill helps to keep moorage affordable for middle-class boaters in the state. No new marinas are being built because it is not a profitable business. A piece of aquatic land has no value without access, and the marinas provide
that access. A decrease in revenue to the state is not a high price to pay for financial predictability to the marina owners. The financial help to rural communities makes up for the decreases in state revenue. Predictability is important for marina owners because marinas cannot be moved and the owners have no control over the valuation and use of the adjacent upland.

Testimony For: (Appropriations)This bill is very different from the original agency request legislation. It improves upon the current rent method, addresses inequities among certain marina lessees, and requires a minimum rent amount. The new approach to calculating marina rents will cost more to implement, both initially and in the long-term. The DNR strongly supports the administrative cost recovery aspect of this bill and has suggestions to alter the proposed implementation dates. On-going costs will include the cost of audits, securing and reviewing the annual income information from the lessees. Rents will be recalculated annually.
The current problem is the entanglement of different property valuations that are involved in establishing aquatic lands’ value and leases. The old system will be abandoned and replaced with a system that will eliminate the land value part of the equation. Some marinas will pay more and others will pay less; it will be calculated on a percentage of whatever amount each marina receives in revenue.
Depending on the zoning and the size of the upland parcels, the current method impacts the marina leases disproportionately. The bill corrects longstanding inequities in the valuation of aquatic land leases by the DNR. This bill puts the valuation of lands leased for marina purposes into an acceptable appraisal and valuation format. The state revenue generated from marina leases goes into the Aquatic Lands Enhancement Account and the Resource Management Cost Account and is used for restoration and environmental projects and support of the DNR staff, respectively. There would be concerns if the DNR’s ability to adjust the rates is limited, or restricted."		Bill passed but was not implemented because only 38% of marinas responded to income survey when responses from 75% of marinas  representing 90% of state rental revenue were required. DNR concluded that information was not sufficient to proceed with an income method of calculating marina rents.

"Testimony Against: (Agriculture & Natural Resources) (Original bill) Before marina rents are reduced, such action should be justified. There is a huge demand for boat slips in Washington that exceeds the supply. The cost of a moorage could be high and still be supported by the boating community. The marinas have not shown that they are in the trouble that they suggest. The DNR asked many marina owners to disclose information about revenue and expenditures, and none of them were willing to open their books to justify their economic hardship.
Public lands should not be valued any different from private lands. Market forces should be allowed to control, and the Legislature should not implement artificial controls. County assessors face complications with using adjacent uplands to establish a base rent. Neighboring communities can have drastically different values, and the value can be affected by the zoning, size, and type of use applied to the upland parcel. No other land is valued in this manner, and the bill does not address inequity in rent formulas.
The bill could result in less state revenue, which could lead to less money being generated for grant programs that provide funds for public recreational access, aquatic land management, and aquatic land enhancement. Given the state of the state’s finances, it is a mistake to take away a revenue source. The bill also reduces funds to local governments that rely on leasehold taxes. The loss of revenue is immediate, and it also will magnify over time.

Testimony Against: (Appropriations) None."		N/A		HB 1250 - Relating to lease rates for marinas on state-owned aquatic lands that provide public moorage o Status – Passed House and Senate, signed by Governor 5/14/03 

Major provisions 
- Directed that rents for marinas be calculated as a percentage of gross business income starting July 2004. 
- Allowed for the recovery of administrative costs.
 - -- Condition: old method to stay in place unless 75% of marinas representing 90% of state rental revenue responded to income survey. 
- Income survey data to be used to calculate a percent of income that would be revenue neutral to DNR.  DNR to recommend a percentage and a program to legislature in 2004. 
- Minimum rent would be set at $500. 

Results
- Only 38% of marinas responded to income survey.
- DNR concluded that information was not sufficient to proceed with an income method of calculating marina rents. 
- DNR met with legislative members to deliver results and inform them that work would not proceed on an income method.		H.2.3
Testimony: https://lawfilesext.leg.wa.gov/biennium/2003-04/Pdf/Bill%20Reports/House%20Historical/1250-S%20BRH%20SA.pdf?q=20230829154123

		Income		No name		2004 Legislation (HB 2690) & DNR Consultant Report (HB 1250 follow-up)		 • Income survey data to be used to calculate a percent of income
- Directed that rents for marinas be calculated as a percentage of gross business income starting July 2005
- A recommended formula for calculating marina rents was due to the legislature by December 31, 2004 and would be based on the information gathered in 2003
- Administrative costs were still reimbursable
- Minimum rent would be $500		See Method Details		Consultant report confirmed 2003 data was insufficient to determine percentage		N/A		- Status – Did not pass

Major provisions
- Directed that rents for marinas be calculated as a percentage of gross business income starting July 2005
- A recommended formula for calculating marina rents was due to the legislature by December 31, 2004 and would be based on the information gathered in 2003
- Administrative costs were still reimbursable
- Minimum rent would be $500
- DNR agreed to study the data received in 2003 to ascertain its usefulness in determining a percentage that could be used in an income rent calculation 
method.
- A $40,000 appropriation was given to DNR to hire an outside consultant to do the work.
- Consultant report confirmed what DNR said about the data all along – it is indeed insufficient to determine a percentage that can be used in a percent of income rent calculation method.		H.2.3


		Income		Net income for wharf type businesses		1992 Internal Rent Study		- rent based on a percentage of the net income of the business generated on the aquatic parcel (for businesses with depend only partially on the aquatic parcel)
• Allowed for recovery of administrative costs		See Method Details		No information found		N/A		See Notes cont. tab for more information		H.2.3


		Income		Theoretical income method		2001 DNR Rent Study & 2001 Legislation (HB 2162)		No information found		No information found		No information found		N/A		See Notes cont. tab for more information		H.2.3


		Income		Marina income-based method (based on potential income)		1998 Legislation (SB 6156) & 1998 DNR Study
		No information found		No information found		No information found		N/A		See Notes cont. tab for more information		H.2.3


		Income		No name		1999 Legislation (SB 5459)		- Set rent for commercial marinas at 3.5% of their revenue and was to be determined annually
• Rental increase under this new system would be phased in if the increase was greater than $500
• Defined commercial marina as “a marina that charges rent for moorage at or near market rates and has six hundred or more lineal feet of moorage per acre on leased state-owned aquatic lands.”
• Defined revenue as “the annual sum of the total revenue that is generated from the rental of moorage space on the state-owned aquatic lands, including all rental payments and additional membership fees or dues required as a condition of renting or using the moorage space.”		See Method Details		No information found		N/A		N/A		H.2.3


		Income		Base rent plus a percent of gross income		1992 Internal Rent Study		N/A		• allows the state to utilize and income based approach while ensuring that basic management costs are covered in years the lessee has a poor economic return. 
• widely used in the private sector		No information found		N/A		See Notes cont. tab for more information		H.2.3


		Income		No name		1997-98 Legislation (SB 5548)		• Allowed alternative rent to be calculated as a percent of income where percentage is negotiated
• Defined 'aquatic land value' as upland value times the leased area times thirty percent, where the upland value was the assessed value
• Set max increase of rent at 50%
• Rent for a renewal would be the last year's rent on previous agreement		No testimony. Bill did not go to committee. 		No testimony. Bill did not go to committee. 		N/A		N/A		H.2.3


		Other 		Modified Upland Assessed 
Value: Change Percentage 
Link to Upland		2008 JLARC Report
		• Change the current 30% to another number. 
• Number may be adjusted up or down and may be adjusted depending on the type of lease.		• Payment of Market Rent (3)
• Administrative Burden (2)
		• Equitable Treatment (7)		Ranking Assigned
Ranking: 1=Best at Meeting Criteria, 11=Worst at Meeting Criteria

		See Notes cont. tab for more information		H.1.2

		Other 		Modified Upland Assessed 
Value: Change Percentage 
Link to Upland		1992 Internal Rent Study		changing the percentage value in the current water dependent formula. Could be changed based on the use.		See Method Details		No information found		N/A		See Notes cont. tab for more information		H.2.3


		Other 		1990 Rollback		2008 JLARC Report
		• Rents rolled back to 1990 level and then adjusted upwards using an inflation factor.		No criteria was ranked better than 6. 		• Payment of Market Rent (11)
• Equitable Treatment (11)
• Administrative Burden (6)		Ranking Assigned
Ranking: 1=Best at Meeting Criteria, 11=Worst at Meeting Criteria

		See Notes cont. tab for more information		H.1.2

		Other 		1990 Rollback		1998 DNR Study (SB 6156)		No information found		No information found		Current method recommended		N/A		See Notes cont. tab for more information		H.2.3


		Other 		Matrix or Flat Rate		2008 JLARC Report		• Develop and set land values by county and then multiply by a use class 
factor (factor was not identified in report).		• Administrative Burden (5)		• Payment of Market Rent (10)
• Equitable Treatment (10)		Ranking Assigned
Ranking: 1=Best at Meeting Criteria, 11=Worst at Meeting Criteria

		See Notes cont. tab for more information		H.1.2

		Other 		Matrix (Flat Rate)		1998 Legislation (SB 6156) & 1998 DNR Study		No information found		No information found		No information found		N/A		See Notes cont. tab for more information		H.2.3


		Averaging		Averaged Uplands Assessed Value Model		2008 JLARC Report		• Base rent on upland value.
• Upland value determined by weighted average value per square foot of 
five closest upland parcels used in conjunction with water-dependent 
uses within one mile along waterfront.		• Equitable Treatment (4)
• Administrative Burden (4)		• Payment of Market Rent (6)		Ranking Assigned
Ranking: 1=Best at Meeting Criteria, 11=Worst at Meeting Criteria

		See Notes cont. tab for more information		H.1.2

		Averaging		Averaged Upland Values		1998 Legislation (SB 6156) & 1998 DNR Study		No information found		No information found		No information found		N/A		See Notes cont. tab for more information		H.2.3


		Averaging		Current method using average upland values		2001 DNR Rent Study & 2001 Legislation (HB 2162)		No information found		No information found		No information found		N/A		See Notes cont. tab for more information		H.2.3


		Averaging		Average Upland Adjacent Parcel		2010 Marina Rent Committee (ESSB 6444)		• Group all the marinas within a specified geographic area, identified above, and calculate rent using the average value of the parcels selected for use in the existing rent formula (in accordance with WAC 332-30-123). The average value of the parcels would be obtained by determining the total square footage of the upland parcels and dividing it by the total value of the parcels. 
• Three variations within this method were considered for determining the geographic area: 
1) Determine the average upland parcel value in an urban and rural area within each county. Urban areas are those areas within city limits or defined urban growth area. Rural is considered to be all other lands in the county. 
2) Determine the average upland parcel value within a 5 mile radius of the marina whose rent is being calculated. 
3) Determine the average parcel value of the five nearest marinas along the shoreline to the marina whose rent is being calculated. 		• The urban/rural and five-mile radius geographic variations of the Average Upland Adjacent Parcel method showed similar fiscal impact and number of marinas affected by rent changes but different average changes per marina. The five nearest marinas variation showed a significantly lower fiscal impact and a markedly higher number of marinas with increasing rents. However, the five-mile radius and five nearest marinas variations showed similar average increases and decreases per marina.
• Additional Fiscal Analysis: As a result of these findings, the decision was made to expand the 15% averaging range to 50%, in 5% increments, to determine the fiscal impact for each range. As the averaging range increased each geographic variation showed increases in the number of marinas whose rent remained unchanged and consequent reductions in fiscal impacts. However, the five-mile radius geographic variation was the only variation with ranges resulting in minimal fiscal impacts
		• The Committee agreed to move forward with the alternate method in concept, but reserved full support for a bill pending discussions with their constituents

See Intended Benefit(s) column.		N/A		The original bill requiring the study did pass. 

See Notes cont. tab for more information

See this link for more information: https://stateofwa.sharepoint.com/:b:/r/sites/sao-pfa-AquaticLeaseRates/SAODocuments/From%20DNR/Other%20Reports/CS_marina_rents_commmittee_report_02_07_11_Final.pdf?csf=1&web=1&e=8cbJ7b		H.2.3


		Averaging		Existing method with five-mile radius averaging option		2010 Marina Rent Committee (2010 ESSB 6444) 		• Continue to use the existing water-dependent rent calculations as its base. The geographic limits for the averaging would be set as identified above. An average value of the upland parcels within the geographic area is determined and the value of the individual marina‟s adjacent parcel is compared to it. If the value of the marina‟s upland parcel is more than 15% higher than the average parcel value within the geographic area, DNR could use the average parcel value. The Department of Natural Resources would also have the discretion to use an average parcel value if the upland value used to calculate a lessee‟s rent was more than 15% below the average parcel value.
• Three variations within this method were considered for determining the geographic area: 
1) Determine the average upland parcel value in an urban and rural area within each county. Urban areas are those areas within city limits or defined urban growth area. Rural is considered to be all other lands in the county. 
2) Determine the average upland parcel value within a 5 mile radius of the marina whose rent is being calculated. 
3) Determine the average parcel value of the five nearest marinas along the shoreline to the marina whose rent is being calculated. 		• All geographic variations using the Existing Method with Averaging saw similar trends as the Average Upland Adjacent Parcel method with two exceptions. The five nearest marinas geographic variation resulted in a markedly lower number of marinas with increasing rents. Additionally, all geographic variations resulted in a higher number of marinas with unchanged rents, higher average changes for marinas with changes. All variations using this method also resulted in higher fiscal impacts, the five-mile radius having the least fiscal impact and the five nearest neighbor having the most.
• Additional Fiscal Analysis: As a result of these findings, the decision was made to expand the 15% averaging range to 50%, in 5% increments, to determine the fiscal impact for each range. As the averaging range increased each geographic variation showed increases in the number of marinas whose rent remained unchanged and consequent reductions in fiscal impacts. However, the five-mile radius geographic variation was the only variation with ranges resulting in minimal fiscal impacts
• The Committee determined the existing method with averaging within a five mile radius geographic averaging area an averaging percent range best met all the objectives set by the committee.
• To achieve the revenue neutrality objective, base rent was set at $500 every revaluation to cover administrative costs on the condition that DNR perform research to determine a more accurate administrative cost 
		• The Committee agreed to move forward with the alternate method in concept, but reserved full support for a bill pending discussions with their constituents

See Intended Benefit(s) column.		N/A		The original bill requiring the study did pass. 

See Notes cont. tab for more information

See this link for more information: https://stateofwa.sharepoint.com/:b:/r/sites/sao-pfa-AquaticLeaseRates/SAODocuments/From%20DNR/Other%20Reports/CS_marina_rents_commmittee_report_02_07_11_Final.pdf?csf=1&web=1&e=8cbJ7b		H.2.3


		Averaging		No name		2011-2012 Legislation (SB 5550/HB 1553)		• Redefined marina: any entity occupying state-owned aquatic lands that provides vessel moorage for a fee or includes marina slips within the definition of a unit for condominium purposes, excluding homeowner associations, facilities that provide moorage exclusively for floating homes, and facilities that are entirely dedicated to providing public use and access under a no-fee public use and access agreement.
• Provides a geographic averaging method for marina upland values.
• A marinas upland parcel value is the average of the upland values for all the marinas within a five mile radius centered on that marina
• If the upland value for a marina is more than 45 percent above its geographic upland value, then the upland value for purposes of setting that marina's rent is 45 percent above its geographic upland value. 
• Similarly, if the upland value for a marina is more than 45 percent below its geographic upland value, then the upland value for purposes of setting that marina's rent is 45 percent below its geographic upland value.
• Established a base rent of $250 during each revaluation. 
• Established phasing-in of new rents over the four years following the next revaluation.		See Method Details column.		• Opponents of the bill presented three main arguments:
1) Ports are a main competitor but not included in the bill.
2) The increase in a non-profit marinas rent is unfair.
3) Wildly changing assessed property values are largely to blame for the unfairness of the current calculation method
• In addition, some believed the committee did not meet a sufficient number of times, the data was not finalized soon enough, predicted impacts were released too late, and not enough marina owners had knowledge of the proposal.		N/A		N/A		H.2.3


		Zone		Zone Model		2008 JLARC Report		• Aggregate total current rent being paid in a geographic zone, then 
divide total to develop a per square foot rate.
• Rent increases based on changes in Consumer Price Index or other
factor.		• Equitable Treatment (3)
• Administrative Burden (1)		• Payment of Market Rent (8)		Ranking Assigned
Ranking: 1=Best at Meeting Criteria, 11=Worst at Meeting Criteria

		See Notes cont. tab for more information		H.1.2

		Income		No name		2009-2010 Legislation (HB 1077)		- Re-defined marinas: a private facility providing boat moorage space, fuel, or commercial services. Commercial services include, but are not limited to, overnight or live-aboard boating accommodations
• Directed that rents be calculated according to a geographic zone as defined by DNR rule. The total rent must be divided by the total square footage of state aquatic lands under lease for marinas within the geographic zone to determine a square footage rental rate for the geographic zone. Each marina lessee within the geographic zone must pay aquatic lands rent by multiplying the lessee's square footage rental rate by the amount of square footage the lessee has under lease. Every four years after establishing the initial rent, the department shall determine the charge in the average marina boat moorage rate within a geographic zone. The square footage rental rate for a geographic zone must be adjusted by the percentage change on the average marina moorage rate from the rate four years previously. The adjustment may never be more than five percent.
•If new rent is greater than or less than 33% of the original rent, then the new rent may not change any more than 33% of the original and new rent in one year.
• A substitute bill directed DNR to develop a recommended formula for calculating marina rents as a percentage of the annual gross revenues generated by the lessee marina. Annual rent would be recalculated each year based upon the marina's gross revenues from the previous year, as reported to DNR. All marina owners would annually submit to DNR an income reporting form. In addition to the percent of marina income, the DNR was to determine and recovery its direct administrative costs from lessees. 
• It also established D36a minimum rent of $500 plus administrative costs. 		Testimony: "(In support) The issue of marina lease rates is longstanding. The current formula, developed in 1984, creates a situation where two similarly situated marinas may pay very different lease rates. The bill is designed to eliminate inequities and competitive disadvantages among marinas. Lease rates skyrocketed when property values increased. The rapid increase in property values was exaggerated on the waterfront parcels abutting marinas. The corresponding increases in lease rates were too severe to pass along to the marina customers. Revenue generation to the DNR as a result of recent property value increases will be retained, but the new lease formula will create a level playing field for marinas located within the same zone. The DNR will have a steady revenue flow with low overhead costs. The bill only applies to private marinas. The scope of the bill is not intended to include ports, yacht clubs, or city-owned marinas."

Persons Testifying: (In support) Representative Blake, prime sponsor; and Ted Johnson and John Woodring, Simon and Johnson. 		From testimony: "(Opposed)It is important that the trust be kept whole, the public benefit of aquatic land leases be maintained, and that any solution has long-term revenue neutrality for the DNR. There seems to be some effect on the Aquatic Lands Enhancement Account."

(Opposed) Rich Doenges and Heath Packard, Department of Natural Resources.

Testimony: "(With concerns) It is a challenge to devise an equitable lease formula without causing harm to some parties. Reducing lease rates for some marinas means that others will see an increase in their lease rates. It is hard to judge the impact of the bill without knowing the size of each geographic zone identified by the DNR. There are only a few city-owned marinas, and they are managed just like private marinas. As such, city-owned marinas should have their lease rate calculated in the same manner as the private marinas. Not including city-owned marinas in the bill would lead to a competitive disadvantage for the city-owned marinas."

(With concerns) Jim King, Recreational Boating Association of Washington; Cliff Webster, 
Northwest Marine Trade Association; and Joe Dusenbury, City of Des Moines		N/A		N/A		H.2.3
Testimony: https://lawfilesext.leg.wa.gov/biennium/2009-10/Pdf/Bill%20Reports/House/1077%20HBR%20EPAR%2009.pdf?q=20230829142748

		Averaging/Zone		No name		2009-2010 Legislation (SB 5255, companion to HB 1077)		• Original bill was similar to original 1077
• A substitute bill redefined marinas to include public marinas, yacht clubs, homeowner associations, mixed facilities with moorage and other uses such as boatyards, and individual docks other than docks that may be installed without charge. 
• Rent would be calculated in accordance with the existing waterdependent use method, except that upland parcel values would be averaged within one of two geographic zones: either a city or urban growth area, or an area within the county outside the city limits or urban growth areas.
• If new rent is greater than or less than 20% of the original rent, then the new rent may not change any more than 25% of the original and new rent in one year.
• Gave a 50% rent reduction to water-dependent use that qualified as youth recreation.
• DNR must develop a plan to enhance the number of operating vessel sewage pumpout stations available for public use and report to the appropriate committees of the legislature by November 1, 2009.
• A second substitute bill redefined marinas as any entity occupying stateowned aquatic lands that provides vessel moorage for a fee, excluding homeowner associations, facilities that provide moorage exclusive for floating homes, and facilities that are entirely dedicated to providing public use and access under a no-fee public use and access agreement 		From testimony: "Marinas within the same marketplace pay rent based on upland values, which does not necessarily correspond to the amount marinas charge for moorage. This bill is designed to create an even playing field. Marina owners have invested in upland improvements, but have been penalized for these investments by an  increase in their aquatic lands lease rents. Often, these rent increases exceed increases in what they can charge for moorage.		From testimony: "...the problem with this proposal is the stakeholder process by which the bill was developed. The rate changes represented in this bill create winners and losers. Marinas who would see increased rent will be impacted, and some may have to change their business plans or go out of business." (Marinas testified pro and con.)		N/A		N/A		H.2.3
Testimony: https://lawfilesext.leg.wa.gov/biennium/2011-12/Pdf/Bill%20Reports/Senate/5550%20SBR%20NRMW%2011.pdf?q=20230829140001

		Averaging		No name		2009-2010 Legislation (HB 2663)		• Defined "Marina" as any entity occupying state-owned aquatic lands that provides vessel moorage for a fee, excluding homeowner associations, facilities that provide moorage exclusive for floating homes, and facilities that are entirely dedicated to providing public use and access under a no-fee public use and access agreement. 
• Rent would be calculated in accordance with the existing water�dependent use method, except that upland parcel values would be averaged within one of two geographic zones: either a city or urban growth area, or a an area within the county outside the city limits or urban growth areas
• If new rent is greater than or less than 20% of the original rent, then the new rent may not change any more than 25% of the original and new rent in one year.
• Gave a 50% rent reduction to water-dependent use that qualified as youth recreation.
• DNR must develop a plan to enhance the number of operating vessel sewage pumpout stations available for public use and report to the appropriate committees of the legislature by November 1, 2009		No testimony. Bill was referred to committee.		No testimony. Bill was referred to committee.		N/A		N/A		H.2.3
No testimony: https://app.leg.wa.gov/billsummary?year=2009&billnumber=2663

		Averaging		Average Uplands Assessed 
Value by Zone		2008 JLARC Report		• Similar to Averaged Uplands Assessed Value.
• Set zones for averaging upland values, with zones sized to reduce 
complexity in determining average values		No criteria was ranked better than 6. 		• Payment of Market Rent (9)
• Equitable Treatment (9)
• Administrative Burden (8)		Ranking Assigned
Ranking: 1=Best at Meeting Criteria, 11=Worst at Meeting Criteria

		See Notes cont. tab for more information		H.1.2

		Other		Residual Model to 
Estimate Market Value		2008 JLARC Report		• Use market gross income and expense estimate to value entire 
operation.
• Compare estimate to depreciated value of improvements and 
development profit to estimate residual value of aquatic land.		• Payment of Market Rent (2)
• Equitable Treament (2)		• Administrative Burden (11)		Ranking Assigned
Ranking: 1=Best at Meeting Criteria, 11=Worst at Meeting Criteria

		See Notes cont. tab for more information		H.1.2

		Other		Lineal feet approach for marinas		1992 Internal Rent Study		• rent based on total lineal feet of rentable moorage and the average moorage rate in the local area.		No information found		No information found		N/A		See Notes cont. tab for more information		H.2.3


		Income		Base rent plus a percent of gross income		1992 Internal Rent Study		• widely used in the private sector		• allows the state to utilize and income based approach while ensuring that basic management costs are covered in years the lessee has a poor economic return. 		No information found		N/A		See Notes cont. tab for more information		H.2.3


		Production 		Production approach		1992 Internal Rent Study		uses the production volumes of products produced from the leased area.		No information found		No information found		N/A		See Notes cont. tab for more information		H.2.3


		Production 		Base rent plus a percentage of production for net pens		1992 Internal Rent Study		rent would include a base plus a percentage of production over a minimum amount, reached by negotiation.		See Method Details		No information found		N/A		See Notes cont. tab for more information		H.2.3


		Log-related Leases		Use formula rent for log booming and storage		1992 Internal Rent Study		No information found		No information found		No information found		N/A		See Notes cont. tab for more information		H.2.3


		Log-related Leases		Make log storage NWD, but use formula for log booming		1992 Internal Rent Study		No information found		No information found		No information found		N/A		See Notes cont. tab for more information		H.2.3


		Log-related Leases		Make log storage and log booming NWD		1992 Internal Rent Study		No information found		No information found		No information found		N/A		See Notes cont. tab for more information		H.2.3


		Other		No name		1997 Legislation (HB 5482)		• Capped rents at the January 1, 1997 rate plus an inflation factor
• Established a House and Senate Select Committee on Aquatic Lands to review the water dependent rent formula for leasing state-owned aquatic lands
•  Report due January 1, 1998		No information found		No testimony. Bill did not go to committee. 		N/A		N/A		H.2.3


		Flat/Income/Market		Oregon rent method		1998 Legislation (SB 6156) & 1998 DNR Study		As of 2008, the Oregon method is lease applicants choose one of three methods: flat rate, annual income approach, or riparian land value method. 		No information found		No information found		N/A		See Notes cont. tab for more information		H.2.3
Method Details: H.1.2


		Income		California rent method		1998 Legislation (SB 6156) & 1998 DNR Study		As of 2008, the California method is the gross income approach or percent assessed land value. 		No information found		No information found		N/A		See Notes cont. tab for more information		H.2.3
Method Details: H.1.2


		Other		A Special Options Method		1998 Legislation (SB 6156) & 1998 DNR Study		No information found		No information found		No information found		N/A		See Notes cont. tab for more information		H.2.3




https://app.leg.wa.gov/billsummary?BillNumber=2562&Initiative=false&Year=2009

Notes cont.

		Study 		Notes 		Testimony (if available)		Source

		1992 Internal Rent Study 		"The study intended to examine some economically sound alternatives to the current method of calculating lease rates for state-owned aquatic lands with a specific focus on water dependent rent formula. It examined the impact of the existing rent formula among the various business segments it effects and identified alternatives to the formula for each business segment. Business segments that were examined include:
1. Marinas and related uses
2. Breakwaters
3. Commerce and transportation uses
4. Commercial net pens
5. Log booming and storage"		N/A		H.2.3

		1998 DNR Rent Study 		"Study mandated by SB 6156 – Relating to studying methods for calculating water dependent lease rates for on state-owned aquatic lands.
Status – Passed, signed by Governor on 3/27/98.
Funding – SB 6108 (budget bill) appropriated $71,000 for the study.

Major Provisions:
- The department of natural resources shall study and prepare a report to the legislature on alternatives to the current method for determination of water-dependent rent set forth in RCW 79.90.480. The report shall be prepared with the assistance of appropriate outside economic expertise and stakeholder involvement. Affected stakeholders shall participate with the department by providing information necessary to complete this study. For each alternative, the report shall:
1. Describe each method and the costs and benefits of each;
2. Compare each with the current method of  calculating rents;
3. Provide the private industry perspective;
4. Describe the public perspective;
5. Analyze the impact on state lease revenue;
6. Evaluate the impacts of water-dependent rates on economic development in economically distressed counties; and
7. Evaluate the ease of administration.

Studied Alternatives
- The current water dependent rent method
- A 1990 rollback
- A marina income-based (percent of potential income) method
- The matrix (flat rate) method
- A percent of gross revenue method
- The Oregon rent method
- The California rent method
- A special options method
- Averaged upland values

Recommendation: Current method. 
- Balances the many public benefits of aquatic lands
- Recognizes that aquatic lands have intrinsic value separate from any use that may be placed upon them
- Does not discriminate among water dependent uses
- Maintains the revenue necessary for funding all of the aquatic land management activities of DNR
- Provides grant monies to local governments
- Recommended review of WAC 332-30-123 to allow for a more comprehensive selection of the appropriate upland tax parcels to value the aquatic lands being leased.
- Recommended review of WAC 332-30-131 to more clearly define how discounts may be provided to tenants for creating and maintaining public use and access to the public's aquatic lands."		Testimony: (Natural Resources) The rent formula was established in 1984. It is time to revisit the formula, especially to look at the effect of the increasing value of uplands leading to higher rental rates. The moratorium on marina rate increases will facilitate the study. The state may be chasing away water-dependent uses because of the escalation of rents. To stay healthy as an industry, marinas need a new formula.

(Appropriations) The water-dependent rent formula is based on values of upland tax parcels that have been increasing dramatically in some areas. This has led to expensive rental rates that are driving uses off of the waterfront. The formula is set by statute and it is not working. The Department of Natural Resources needs funding to gather data and study this issue, involve a stakeholder group, and develop recommendations. Funding is available from the Resource Management Cost Account to help pay for the cost of the study.		H.2.3

		2001 DNR Rent Study 		"DNR agreed to study marina rents even though HB 2162 did not pass. Four new models were to be included in the study along with the existing method:
1. Appraisal/fair market method
2. Current method using average upland values
3. Percentage of gross business income method
4. Theoretical income method

- 50 marinas were randomly selected to be included in the study
- Meetings were held with NMTA representative through 2001 and into 2002. Data pertaining to marina income and expenses was difficult to obtain, even from the small subset of 50 marinas.
- In August 2002, alternative five was proposed which froze rent at 2002 levels but increased/decreased them annually by CPI. DNR and NMTA agreed on this 
approach and would take it to the legislature in 2003.
- In December, a survey was mailed to 15 marinas to gather data pertaining to slips rates and how they had changed over time.
- A white paper was generated detailing the change in slip rates and rent over time. Also found no evidence that any marina on state-owned aquatic lands had gone out of business."		N/A		H.2.3

		ESSB 6444, Section 308(11)		"Status: Passed, signed by Governor.

Major Provisions
- Required DNR to review marina lease rate methods for private marinas, public marinas not owned and operated by port districts, yacht clubs, and other entities leasing state owned aquatic land for boat moorage. ESSB 6444 required DNR to complete the review within existing funding sources and consider alternative methods to determine rents for these 
entities for a fair distribution of rent.

Rent Review Methods
- DNR established the 2010 Marina Rent Committee to provide advice in completing the marina rents review. The Committee included various marina, port, boating, and city associations and private marina owners. The Committee agreed to a charter establishing criteria for an alternative 
rent method: 
      - Equitable treatment through: 
            - Similar lease rates for similar uses in similar markets/geographic locations. 
            - Similar lease rates for all marinas including, "private marinas, public marinas not owned and operated by port districts, yacht clubs, and other entities leasing state land for boat moorage”. 
            - Phasing in lease rate changes over time. 
      - Minimized administrative burden of leases for DNR and tenants. 
      - Revenue neutral. 
- The Committee identified two alternative methods as meeting the criteria of the charter and requested DNR perform a fiscal analysis: 
   - Average Upland Adjacent Parcel: Group all the marinas within a specified geographic area, identified above, and calculate rent using the average value of the parcels selected for use in the existing rent formula (in accordance with WAC 332-30-123). The average value of the parcels would be obtained by 
determining the total square footage of the upland parcels and dividing it by the total value of the parcels. 
   - Existing method with five-mile radius averaging option: Continue to use the existing water-dependent rent calculations as its base. The geographic limits for the averaging would be set as identified above. An average value of the upland parcels within the geographic area is determined and the value of the individual marina's adjacent parcel is compared to it. If the value of the marina's upland parcel is more than 15% higher than the average parcel value within the geographic area, DNR could use the average parcel value. The Department of Natural Resources would also have the discretion to use an average parcel value if the upland value used to calculate a lessee's rent was more than 15% below the average parcel value. 
   - Three variations within each method described above were considered for determining the geographic area: 
      - Determine the average upland parcel value in an urban and rural area within each county. Urban areas are those areas within city limits or defined urban growth area. Rural is considered to be all other lands in the county. 
      - Determine the average upland parcel value within a 5 mile radius of the marina whose rent is being calculated. 
      - Determine the average parcel value of the five nearest marinas along the shoreline to the marina whose rent is being calculated. 

Results of Fiscal Analysis:
The fiscal analysis showed varied distributions in both fiscal impact and marinas affected by different options:
- Average Upland Adjacent Parcel: The urban/rural and five-mile radius geographic variations of the Average Upland Adjacent Parcel method showed similar fiscal impact and number of marinas affected by rent changes but different average changes per marina. The five nearest marinas variation showed a significantly lower fiscal impact and a markedly higher number of marinas with increasing rents. However, the five-mile radius and five nearest marinas variations showed similar average increases and decreases per marina.
- Existing Method with Averaging: All geographic variations using the Existing Method with Averaging saw similar trends as the Average Upland Adjacent Parcel method with two exceptions. The five nearest marinas geographic variation resulted in a markedly lower number of marinas with increasing rents. Additionally, all geographic variations resulted in a higher number of marinas with unchanged rents, higher average changes for marinas with changes. All variations using this method also resulted in higher fiscal impacts, the five-mile radius having the least fiscal impact and the five nearest neighbor having the most.
- Additional Fiscal Analysis: As a result of these findings, the decision was made to expand the 15% averaging range to 50%, in 5% increments, to determine the fiscal impact for each range. As the averaging range increased each geographic variation showed increases in the number of marinas whose rent remained unchanged and consequent reductions in fiscal impacts. However, the five-mile radius geographic variation was the only variation with ranges resulting in minimal fiscal impacts

Committee Conclusions and Recommendations
The Committee determined the existing method with averaging within a five mile radius geographic averaging area an averaging percent range best met all the objectives set by the committee.
- There was lingering concern that this method might result in cases where dissimilar markets would be averaged with each other. The Committee requested DNR analyze whether categorizing marinas according to water body would be more equitable. DNR reviewed a number of scenarios, including whether any marina would be located in entirely “land-locked” water bodies, such as lakes with no outlet or connection to dissimilar bodies of water such as rivers or marine waters, but could not find any marinas on water bodies that met this criterion
- To achieve the revenue neutrality objective, base rent was set at $500 every revaluation to cover administrative costs on the condition that DNR perform research to determine a more accurate administrative cost
- The Committee agreed to move forward with the alternate method in concept, but reserved full support for a bill pending discussions with 
their constituents."
		N/A		H.2.3

		Additional Study: 2011-2012 Legislation (EHB 1087, Section 308(10))		"Status – Passed Senate & House, vetoed by Governor.

Major Provisions: Directed DNR to reconvene the marina rents review committee and recommend to the legislature alternative methods of calculating rents for marinas using existing funding. 

Results: In her veto, the Governor asked the Commissioner to review past studies on this subject, discuss the issue with all affected stakeholders and prepare legislation for next session"		This row is not linked to the Past Failed Legislation sheet. 		H.2.3

		2008 JLARC Report 		From the report:  

"Why a JLARC Analysis of Aquatic Lands Lease Rates? The 2007-09 Biennial Operating Budget directs JLARC to review how lease rates are set for state-owned aquatic lands...

Scope 
The proviso directs JLARC to conduct a review of the method used to determine lease rates for state-owned aquatic lands. The review is to include (1) classification of the current lease base and rates by category of use, such as marinas; (2) a review of studies previously completed regarding lease rate formulas; and (3) identification of alternative approaches to calculating aquatic lands lease rates...

Conclusion...
With this analysis, the Legislature directed JLARC to review these alternative methods and describe their advantages and disadvantages. While it is ultimately up to the Legislature to choose its criteria for setting lease rates, based on the three criteria JLARC used—payment of market rent, equitable treatment, and administrative burden—the analysis in this report shows that: 
• If the most important criteria is payment of market rent and equitable treatment, the Legislature would establish a negotiated fair market value approach to setting water-dependent lease rates. 
• If the most important criterion is low administrative burden, then the Legislature would retain the current or some other formula-based approach. 
• If the most important criterion to use is an approach that most closely resembles the private sector, the Legislature would establish a negotiated fair market value approach."

Methodology:

"Step 1: Identifying Alternative Approaches... 

With assistance from the real estate valuation expert, JLARC derived this list from two primary sources: previous lease rate studies conducted about Washington’s state-owned aquatic lands, and a review of methods used in other states and British Columbia...

Step 2: Developing Criteria for Assessing Advantages and Disadvantages of Various Approaches 

An analysis of advantages and disadvantages requires establishing criteria for contrasting one method against another. The report uses three criteria, developed with advice from the real estate valuation expert. They are: 
• Payment of Market Rent: The extent to which the rent is a fair compensation for the value of aquatic land. For this criterion fairness means the rent determined by a method that comes close to what “the market” would charge. 
• Equitable Treatment: The extent to which two identical pieces of aquatic lands, in identical locations, would pay the same rent. While recognizing that no two pieces are actually identical, this theoretical exercise assists with comparisons between methods. It also recognizes that the processes underlying a method impact the eventual rent. For instance, if a method relies on the assessed valuation of an upland parcel, how often is that parcel reassessed by a county? 
• Administrative Burden: From the perspective of the lease administrator (DNR), how many hours it would take to determine rent for a lease? 

Step 3: Ranking the Alternatives 

In order to apply the criteria and create a ranking, the expert developed a means of estimating how close the methods approximate market rent. They did this by using confidential data the firm had from its work in valuing properties, using five marina case studies, and estimating the value of the aquatic land for the case studies. The expert identified how closely the alternative methods approximated their estimate of market rent for these case studies. 

The real estate valuation expert then ranked the 11 alternatives separately for each criterion. A ranking of 1 meant it was the best at meeting the criterion, and 11 was the worst. 

Results 

Exhibit 8 on the following page illustrates each method’s ranking against the criteria. The result of the ranking exercise shows that no single approach ranked best for all three criteria. We also learned from the case studies that methods can both over-estimate and under-estimate the market rent, depending on the property. Results varied tremendously both between methods and within methods. One case study marina varied between methods from a low of 77 percent of market rent under the Average Upland Assessed Value by Zone Method to 615 percent of market rent under the Net Income Approach. Within the Upland Assessed Value Approach and depending on the case study marina, the percent of market rent ranged from 83 percent to 344 percent. While this information on market rent provided useful case study information, it is also quite limited since it was only possible to apply it to five locations. Because of its limitation, this information is an indicator of how close a method approximates market rent rather than a direct measure. Appendix 5 provides additional detail on estimating market rent for the case studies..."
		N/A		H.1.2
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