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Federal Summary 
 

Port of Anacortes 
Skagit County 

January 1, 2011 through December 31, 2011 
 
 
The results of our audit of the Port of Anacortes are summarized below in accordance with U.S. 
Office of Management and Budget Circular A-133. 
 
FINANCIAL STATEMENTS 
 
An unqualified opinion was issued on the basic financial statements. 
 
Internal Control Over Financial Reporting: 
 

• Significant Deficiencies:  We reported no deficiencies in the design or operation of 
internal control over financial reporting that we consider to be significant deficiencies. 

 
• Material Weaknesses:  We identified no deficiencies that we consider to be material 

weaknesses. 
 
We noted no instances of noncompliance that were material to the financial statements of the 
Port. 
 
FEDERAL AWARDS 
 
Internal Control Over Major Programs: 
 

• Significant Deficiencies:  We reported no deficiencies in the design or operation of 
internal control over major federal programs that we consider to be significant 
deficiencies. 

 
• Material Weaknesses:  We identified no deficiencies that we consider to be material 

weaknesses. 
 
We issued an unqualified opinion on the Port’s compliance with requirements applicable to its 
major federal program. 
 
We reported no findings that are required to be disclosed under section 510(a) of OMB 
Circular A-133. 
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Identification of Major Programs: 
 
The following was a major program during the period under audit:  
 

CFDA No. Program Title 
  

15.622 Sport Fishing and Boating Safety Act 
 
The dollar threshold used to distinguish between Type A and Type B programs, as prescribed 
by OMB Circular A-133, was $300,000. 
 
The Port did not qualify as a low-risk auditee under OMB Circular A-133. 
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Independent Auditor’s Report on Internal 
Control over Financial Reporting and on 

Compliance and Other Matters in Accordance 
with Government Auditing Standards 

 
Port of Anacortes 

Skagit County 
January 1, 2011 through December 31, 2011 

 
 
Board of Commissioners 
Port of Anacortes 
Anacortes, Washington 
 
 
We have audited the basic financial statements of the Port of Anacortes, Skagit County, 
Washington, as of and for the year ended December 31, 2011, and have issued our report 
thereon dated August 28, 2012. 
 
We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States. 
 
INTERNAL CONTROL OVER FINANCIAL REPORTING 
 
In planning and performing our audit, we considered the Port’s internal control over financial 
reporting as a basis for designing our auditing procedures for the purpose of expressing our 
opinion on the financial statements, but not for the purpose of expressing an opinion on the 
effectiveness of the Port’s internal control over financial reporting.  Accordingly, we do not 
express an opinion on the effectiveness of the Port’s internal control over financial reporting. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to 
prevent, or detect and correct misstatements on a timely basis.  A material weakness is a 
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable 
possibility that a material misstatement of the Port's financial statements will not be prevented, 
or detected and corrected on a timely basis. 
 
Our consideration of internal control over financial reporting was for the limited purpose 
described in the first paragraph of this section and would not necessarily identify all deficiencies 
in internal control that might be deficiencies, significant deficiencies or material weaknesses.  
We did not identify any deficiencies in internal control over financial reporting that we consider 
to be material weaknesses, as defined above. 
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COMPLIANCE AND OTHER MATTERS 
 
As part of obtaining reasonable assurance about whether the Port’s financial statements are 
free of material misstatement, we performed tests of the Port’s compliance with certain 
provisions of laws, regulations, contracts and grant agreements, noncompliance with which 
could have a direct and material effect on the determination of financial statement amounts.  
However, providing an opinion on compliance with those provisions was not an objective of our 
audit, and accordingly, we do not express such an opinion. 
 
The results of our tests disclosed no instances of noncompliance or other matters that are 
required to be reported under Government Auditing Standards. 
 
This report is intended for the information and use of management, the Board of 
Commissioners, federal awarding agencies and pass-through entities.  However, this report is a 
matter of public record and its distribution is not limited.  It also serves to disseminate 
information to the public as a reporting tool to help citizens assess government operations. 
 

 
BRIAN SONNTAG, CGFM 
STATE AUDITOR 
 
August 28, 2012 
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Independent Auditor’s Report on Compliance 
with Requirements That Could Have a Direct 

and Material Effect on Each Major Program and 
on Internal Control over Compliance in 
Accordance with OMB Circular A-133 

 
Port of Anacortes 

Skagit County 
January 1, 2011 through December 31, 2011 

 
 
Board of Commissioners 
Port of Anacortes 
Anacortes, Washington 
 
 
COMPLIANCE 
 
We have audited the compliance of the Port of Anacortes, Skagit County, Washington, with the 
types of compliance requirements described in the U.S. Office of Management and Budget 
(OMB) Circular A-133 Compliance Supplement that could have a direct and material effect on 
its major federal program for the year ended December 31, 2011.  The Port’s major federal 
program is identified in the Federal Summary.  Compliance with the requirements of laws, 
regulations, contracts and grants applicable to its major federal program is the responsibility of 
the Port’s management.  Our responsibility is to express an opinion on the Port’s compliance 
based on our audit. 
 
We conducted our audit of compliance in accordance with auditing standards generally 
accepted in the United States of America; the standards applicable to financial audits contained 
in Government Auditing Standards, issued by the Comptroller General of the United States; and 
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.  
Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain 
reasonable assurance about whether noncompliance with the types of compliance requirements 
referred to above that could have a direct and material effect on a major federal program 
occurred.  An audit includes examining, on a test basis, evidence about the Port’s compliance 
with those requirements and performing such other procedures as we considered necessary in 
the circumstances.  We believe that our audit provides a reasonable basis for our opinion.  Our 
audit does not provide a legal determination on the Port’s compliance with those requirements.  
 
In our opinion, the Port complied, in all material respects, with the compliance requirements 
referred to above that could have a direct and material effect on its major federal program for 
the year ended December 31, 2011. 
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INTERNAL CONTROL OVER COMPLIANCE 
 
The management of the Port is responsible for establishing and maintaining effective internal 
control over compliance with requirements of laws, regulations, contracts and grants applicable 
to federal programs.  In planning and performing our audit, we considered the Port’s internal 
control over compliance with the requirements that could have a direct and material effect on a 
major federal program in order to determine our auditing procedures for the purpose of 
expressing our opinion on compliance and to test and report on internal control over compliance 
in accordance with OMB Circular A-133, but not for the purpose of expressing an opinion on the 
effectiveness of internal control over compliance.  Accordingly, we do not express an opinion on 
the effectiveness of the Port's internal control over compliance. 
 
A deficiency in internal control over compliance exists when the design or operation of a control 
over compliance does not allow management or employees, in the normal course of performing 
their assigned functions, to prevent or detect and correct noncompliance with a type of 
compliance requirement of a federal program on a timely basis.  A material weakness in internal 
control over compliance is a deficiency, or combination of deficiencies, in internal control over 
compliance, such that there is a reasonable possibility that material noncompliance with a type 
of compliance requirement of a federal program will not be prevented, or detected and 
corrected, on a timely basis. 
 
Our consideration of internal control over compliance was for the limited purpose described in 
the first paragraph of this section and would not necessarily identify all deficiencies in internal 
control that might be deficiencies, significant deficiencies or material weaknesses.  We did not 
identify any deficiencies in internal control over compliance that we consider to be material 
weaknesses, as defined above. 
 
This report is intended for the information of management, the Board of Commissioners, federal 
awarding agencies and pass-through entities.  However, this report is a matter of public record 
and its distribution is not limited.  It also serves to disseminate information to the public as a 
reporting tool to help citizens assess government operations. 
 

 
BRIAN SONNTAG, CGFM 
STATE AUDITOR 
 
August 28, 2012 
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Independent Auditor’s Report on Financial 
Statements  

 
Port of Anacortes 

Skagit County 
January 1, 2011 through December 31, 2011 

 
 
Board of Commissioners 
Port of Anacortes 
Anacortes, Washington 
 
 
We have audited the accompanying basic financial statements of  the Port of Anacortes, Skagit 
County, Washington, as of and for the year ended December 31, 2011, as listed on page 9.  
These financial statements are the responsibility of the Port’s management.  Our responsibility 
is to express an opinion on these financial statements based on our audit. 
 
We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States.  Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free of material misstatement.  An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the financial statements.  An audit 
also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation.  We believe 
that our audit provides a reasonable basis for our opinion. 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position of the Port of Anacortes, as of December 31, 2011, and the changes in 
financial position and cash flows thereof for the year then ended in conformity with accounting 
principles generally accepted in the United States of America. 
 
In accordance with Government Auditing Standards, we have also issued our report on our 
consideration of the Port’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts and grant agreements and 
other matters.  The purpose of that report is to describe the scope of our testing of internal 
control over financial reporting and compliance and the results of that testing, and not to provide 
an opinion on the internal control over financial reporting or on compliance.  That report is an 
integral part of an audit performed in accordance with Government Auditing Standards and 
should be considered in assessing the results of our audit. 
 
Accounting principles generally accepted in the United States of America require that the 
management’s discussion and analysis on pages 10 through 15 be presented to supplement the 
basic financial statements.  Such information, although not a part of the basic financial 
statements, is required by the Governmental Accounting Standards Board who considers it to 
be an essential part of financial reporting for placing the basic financial statements in an 
appropriate operational, economic or historical context.  We have applied certain limited 
procedures to the required supplementary information in accordance with auditing standards 
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generally accepted in the United States of America, which consisted of inquiries of management 
about the methods of preparing the information and comparing the information for consistency 
with management’s responses to our inquiries, the basic financial statements, and other 
knowledge we obtained during the audit of the basic financial statements.  We do not express 
an opinion or provide any assurance on the information because the limited procedures do not 
provide us with sufficient evidence to express an opinion or provide any assurance.  
 
Our audit was performed for the purpose of forming an opinion on the financial statements that 
collectively comprise the Port’s basic financial statements.  The accompanying Schedule of 
Expenditures of Federal Awards is presented for purposes of additional analysis as required by 
U.S. Office of Management and Budget Circular A-133, Audits of States, Local Governments, 
and Non-Profit Organizations.  This schedule is not a required part of the basic financial 
statements.  Such information is the responsibility of management and was derived from and 
relates directly to the underlying accounting and other records used to prepare the financial 
statements.  The information has been subjected to the auditing procedures applied in the audit 
of the basic financial statements and certain additional procedures, including comparing and 
reconciling such information directly to the underlying accounting and other records used to 
prepare the financial statements or to the financial statements themselves, and other additional 
procedures in accordance with auditing standards generally accepted in the United States of 
America.  In our opinion, the information is fairly stated in all material respects in relation to the 
basic financial statements taken as a whole. 
 

 
BRIAN SONNTAG, CGFM 
STATE AUDITOR 
 
August 28, 2012 
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Financial Section 
 

Port of Anacortes 
Skagit County 

January 1, 2011 through December 31, 2011 
 
 
REQUIRED SUPPLEMENTARY INFORMATION 
 

Management’s Discussion and Analysis – 2011 
 
 

BASIC FINANCIAL STATEMENTS 
 

Balance Sheet – 2011 
Statement of Revenues, Expenses and Changes in Net Assets – 2011 
Statement of Cash Flows – 2011 
Notes to Financial Statements – 2011 

 
 
SUPPLEMENTARY INFORMATION 
 

Schedule of Expenditures of Federal Awards and Notes – 2011 
 

 

___________________________________________________________________________________________________ 
Washington State Auditor's Office 

9 



 
 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
 

The discussion and analysis of the Port of Anacortes (Port) financial performance provides an 
overview of the Port’s financial activities for the fiscal year ended December 31, 2011.  Please 
read in conjunction with the Port’s financial statements and notes.  The notes are essential to a 
full understanding of the data contained in the financial statements. 
 
The Port is a special-purpose municipality providing marina, airport and marine terminal 
services, as well as property leases, and fosters economic activity within the district. The Port is 
supported primarily through user charges, tariffs and fees. 
 
The Port is independent from other local or state governments and operates within district 
boundaries which include the northwest corner of Skagit County.  It is administered by a five-
member Board of Commissioners (Commissioners), each of whom is elected to a four-year 
term.  The Commission delegates authority to an Executive Director and administrative staff 
who conduct the operations of the Port.  Skagit County levies and collects taxes and issues 
warrants for payment of expenditures on the Port’s behalf. 
 
The Port plays an important role in providing local companies access to the export marketplace 
through a deep-water marine terminal.  The Port’s shipping facility includes equipment for the 
loading of petroleum coke for international shipment.  The Port has finalized negotiations to 
ship prilled sulfur as a new bulk product from the terminal.  The Port anticipates its first sulfur 
shipment by May 31, 2012.  Cap Sante Boat Haven, the second busiest public marina in the 
state of Washington, provides a home for a variety of vessels including commercial fishing and 
tour operators.  
 
In addition to the marine based activities, the Port maintains vibrant land-based businesses.  
The Port provides improved property rentals, ground leases and warehouse space for several 
large employers within the district, including the Washington State Ferry System, Dakota Creek 
Industries, Cortland Puget Sound Rope and many other tenants.  The Port also operates the 
Anacortes Airport, which provides service for Anacortes, Skagit Valley and the San Juan Islands. 
 
The Port continues redevelopment of Cap Sante Boat Haven.  Late in 2010 the Port issued $4.5 
million in Build America Bonds to replace old wooden floats designated as E & F docks with 
larger concrete monolithic floats.  The floats were completed in early 2012 providing additional 
revenues to the marina.  
 
The Port continues to manage its environmental remediation obligations under the Focus 
Fidalgo grant with the Washington State Department of Ecology (DOE).  To date, clean ups have 
occurred and are significantly completed at Cap Sante Boat Haven, the Dakota Creek Shipyard 
(DCI) and the former Scott Paper Mill Site.  The Port began the cleanup of the former Scott 
Paper Mill Site, home to Seafarers’ Memorial Park, in June 2009 immediately after an 
environmental investigation with the Kimberly-Clark Corporation, in coordination with DOE, 
was completed and a remediation plan agreed upon. The park reopened to the public May 20, 
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2011 as an outstanding public facility on the Anacortes waterfront and will bring additional 
commerce to the district as well as increased public access to the open water of Fidalgo Bay. 
 
The Port has begun its monitoring in anticipation of completed action and consent decrees at 
two other sites; Dakota Creek Industries site and former Shell tank farm site. 
 
INVESTMENT IN CAPITAL PROJECTS 

The 2011-2015 Capital Improvement Plan (CIP) is largely made up of facility improvement 
projects including those called for in the Port’s Comprehensive Plan. The current Plan was 
approved by the Commission November 3, 2010. 
 
Funding options for the projects listed in the Comprehensive Plan include the Port’s current 
bonding plan, and revenues from user fees, while tax funds will be utilized for public access and 
regulatory projects as approved by the Commission.  Any use of General Obligation Bonds for 
future projects must specifically be approved by the Commission. 
 
Phase 2 of the West Basin Redevelopment began in October of 2005 and has since been 
completed.  Phase 2 included demolition of Docks C & D, the approach piers, cart storage and 
trash platform; maintenance dredging from B to E Dock, installation of new C & D Docks, trailer 
boat launch, public access and a new fuel dock.  Additionally, Bonds acquired in 2010 have 
facilitated completion of E & F docks to ensure their full utilization into the future. 
 
The Port continued to oversee the shipyard improvements at the DCI site, commonly known as 
Project Pier 1. The overall purpose of Project Pier 1 is to modernize and upgrade the Pier and 
the adjoining Port properties currently under lease by DCI while simultaneously completing an 
environmental cleanup with grants from DOE under Focus Fidalgo.  The Port and DCI completed 
designing shipyard improvements and waterway modifications to greatly increase the capacity, 
flexibility, and operational efficiency of the Port properties. This role for the Port is the result of 
the Port being awarded several grants from various sources; $400,000 from Skagit County and a 
$5.6 million Job Development Grant from the State of Washington.  The permitting process for 
this project took six years and included requirements such as eel grass mitigation, which was 
completed in June 2007.  The final permit from the Army Corps of Engineers was received by 
the Port in July 2007 thus allowing the construction to be substantially completed in 2009.  
Under the permit requirements, the port needed to create waters of the state.  Due to 
complications with the Log Pocket site as an environmental cleanup, the Port has begun to 
evaluate the viability and develop scoping plans for mitigation efforts at a location on the 
Marine terminal previously designated as Wyman’s Marina. 
 
Additionally, significant regulatory requirements have caused the Port to budget and spend 
approximately $2.0 million for stormwater improvements on the marine terminal.  This project 
has since received additional Commission authorization and was completed in November 2011. 
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In 2010 the Port began working with Puget Sound Rope to ensure future expansion and 
retention of jobs in Anacortes.  The Port began construction on an administrative office building 
which was completed and leased to this premier rope manufacturer in early 2012. 
 
The Port’s Capital Improvement Plan will continue to focus on the priority projects identified in 
its Comprehensive Plan, while maintaining flexibility in responding to economic opportunities 
and environmental stewardship.  It is anticipated that the Port will continue to set funds aside 
monthly as available in its internal construction account for future capital projects.  This allows 
capital efforts to be more accurately budgeted and projected on an annual basis.  For additional 
information, please see Note 4. 
 
LINES OF BUSINESS 

Aviation 
The Port operates the Anacortes Airport.  The airport provides a vital link for commerce and 
public services to the San Juan Islands, including delivery of the US mail.  In addition to the 
landing strip, the airport provides lease space for tenants at the airport that are integral parts 
of the economy within the district.  The airport comprised 2.4% of total operating revenues in 
2011. 
 
Marina 
Cap Sante Boat Haven continues to provide first rate service, with safe moorage for permanent 
and transient customers alike through completion of C & D Docks, the Trailer Boat Launch and 
Fuel Dock in 2008 and the replacement of E & F docks in 2012.  Marina revenues accounted for 
57.2% of total operating revenues in 2011. 
 
Property Rentals 
The Port has long-term relationships with several tenants that are all integral members of the 
local economy.  These relationships have provided a solid foundation that will help ensure 
continued partnerships for years to come.  Property rentals made up 12.8% of total operating 
revenues in 2011. 
 
Marine Terminal  
The Port operates three commercial docks, Pier I, Pier II and Curtis Wharf.  The docks are 
utilized for various activities including refueling, clean-out, petroleum coke and prilled sulfur 
loading and staging areas for tug boats.  Curtis Wharf, which is equipped with power and water, 
is also utilized for special community events.  Marine Terminal operations accounted for 27.6% 
of total operating revenues in 2011.  
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FINANCIAL HIGHLIGHTS  

Port operating revenues were $11.2 million for the year ending December 31, 2011.  This is a 
8.6% increase from $10.3 million for the year ending December 31, 2010.  Port net operating 
income from operations was $ (546,379).    The operating loss is attributable to one-time costs 
incurred for marine terminal stormwater improvements that prepare the operations for 
continued future use. 
 
Non-operating revenue in 2011 was $6 million, which is a decrease of $17 million from 2010.  
This decrease was mainly due to grants and insurance recoveries received in connection with 
environmental remediation.  Non-operating expense in 2011 was $2.6 million, which is a 
decrease from 2010 of $18.4 million.  The significant decrease in expenses is attributed to 
compliance with GASB Statement No. 49 and environmental costs which could not be 
capitalized.  Net non-operating revenue as of December 31, 2011 was $3.4 million. 
 
As of December 31, 2011, the Port had $55.6 million (net of accumulated depreciation) in 
capital assets.  The Port’s capital assets include land, structures, equipment and construction in 
progress.  
 
Long-term debt totaled $20.4 million (net of premium/discount amortization) in 2011. At 
December 31, 2011, the Port has $1.6 million in sinking funds and reserves as required by bond 
indentures. The long-term liability for environmental cleanup was decreased by approximately 
$663,000.   
 
The Port also received capital grants in the amount of $1.9 million which is an increase of $1.6 
million from 2010.  With the inclusion of the grants, the Port’s net income for 2011 was $4.8 
million. 
 

Port of Anacortes Net Assets 
As of December 31, 

 
2011) 

 
2010) 

     Current assets  $ 12,699,807   $ 24,421,288  
Capital and other assets  56,854,377  49,339,365 

Total Assets  69,554,184  73,760,653 
       

Current  liabilities  4,517,939  12,229,958 
Long-term liabilities outstanding  20,446,274  21,699,989 

Total Liabilities  24,964,213  33,929,947 
       

Invested in capital assets, net of related debt  38,479,202   30,379,126 
Restricted net assets  1,317,729   1,510,930 
Unrestricted net assets  4,793,040   7,940,650 

Total Net Assets  $ 44,589,971   $ 39,830,706  
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Port of Anacortes Changes in Net Assets  
As of December 31, 2011) 2010) 
OPERATING REVENUES 

  
 

Marine Terminal  $      3,082,177  $ 2,490,939)  

 
Marina          6,397,117           6,055,949)  

 
Properties          1,431,538  1,476,519)  

 
Airport             271,065              275,412)  

    
 

Total Operating Revenues        11,181,897)         10,298,819)  

    OPERATING EXPENSES 
  

 
General operations 6,607,814        5,099,839  

 
Maintenance 1,164,144           759,217  

 
Administration 2,091,014        1,810,648  

 
Depreciation 1,865,305        1,801,121  

    
 

Total Operating Expenses 11,728,277 9,470,825)  

    INCOME FROM OPERATIONS (546,380)           827,994)  

    NON-OPERATING REVENUES (EXPENSES) 
  

 
Taxes levied           539,000            530,000  

 
Investment income 99,349             61,710  

 
Other income and taxes 77,998 12,346 

 
Net operating grant  5,312           (63,368) 

 
Gain on disposal of assets 3,189             31,121  

 
Interest expense          (805,998)          (610,314) 

 
Environmental revenues       5,237,118       22,367,053  

 
Environmental remediation expense     (1,745,501)     (20,366,547) 

    
 

Net Non-Operating Revenues/(Expenses)           3,410,467            1,962,001  

    INCOME BEFORE CAPITAL CONTRIBUTIONS 2,864,087  2,789,995  

 
Capital grants  1,895,178  300,352 

 
  

  INCREASE IN NET ASSETS 4,759,265  3,090,347  

    Net Assets - Beginning of Period 39,830,706  36,740,359  
Net Assets - End of Period $ 44,589,971  $ 39,830,706  
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USING THE ANNUAL REPORT 

This report consists of a series of financial statements.  The Statement of Net Assets (Balance 
Sheet) and the Statement of Revenues, Expenses and Changes in Net Assets (Income 
Statement) provide information about the activities of the Port as a whole and present a 
longer-term view of the Port’s finances. 

 
The Port maintains separate funds of cash as required by certain resolutions or bond covenants.  
The “one proprietary fund” model is used in this report in compliance with the rules of GASB 
Statement No. 34, which provide that separately issued debt and separately classified assets 
are needed in order for a separate fund to exist.  None of the Port’s separate cash funds meet 
this definition.  Therefore, for purposes of this report all of the Port’s transactions are reported 
in a single fund. 
 
OVERVIEW OF THE FINANCIAL STATEMENTS 

Understanding the financial trend of the Port begins with understanding the Statement of Net 
Assets and the Statement of Revenues, Expenses, and Changes in Net Assets.  Looking at these 
reports, you should be able to determine if the Port is better off financially this year than it was 
in the past. 
 
The Statement of Net Assets and the Statement of Revenues, Expenses, and Changes in Net 
Assets include all the assets and liabilities of the Port using the accrual basis of accounting, 
which is the method used by most enterprise funds.  All of the current year’s revenues and 
expenses are taken into account regardless of when the cash is received or paid by the Port. 
 
These two reports show the Port’s net assets and the changes in them during 2011.   The Port’s 
net assets are its assets minus its liabilities.  This is one measure of financial position of the 
Port.  Over time, increases or decreases in the Port’s net assets are a good indicator of whether 
its financial strength is improving or deteriorating.  Other factors not shown on these two 
financial reports must be considered in order to assess the Port’s true financial condition.  
Factors such as changes in the Port’s tax base and the condition of the Port’s asset base are also 
important when assessing the overall financial condition of the Port. 
 
REQUESTS FOR INFORMATION 

The Port of Anacortes designed this financial report to provide our citizens, customers, 
investors and creditors with an overview of the Port’s finances.  If you have questions or need 
additional information, please visit our website at www.portofanacortes.com or contact Chris 
Johnson, Deputy Executive Director, 100 Commercial Ave, Anacortes, WA  98221 or via phone 
at 360-293-3134. 
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PORT OF ANACORTES 
BALANCE SHEET 

December 31, 2011 
ASSETS 

 

     CURRENT ASSETS 
  

 
Cash and cash equivalents 

 
$      8,698,274 

 
Restricted assets 

 
 

  
Cash and cash equivalents  1,555,383) 

 
Taxes receivable 

 
15,421 

 
Accounts receivable-net 

 
1,754,140 

 
Insurance claims receivable 

 
49,783 

 
Due from other governmental units 

 
227,972 

 
Interest receivable 

 
1,069 

 
Current portion environmental remediation 

 
199,806 

 
Prepaid expenses 

 
197,959 

  
Total Current Assets 

 
      12,699,807)  

     NONCURRENT ASSETS 
  

 
Capital assets not being depreciated 

  
  

Land 
 

17,391,927 

  
Construction in progress 

 
5,355,813 

    

       22,747,740  
 

 
Capital assets being depreciated 

  
  

Facilities 
 

58,446,904 

  
Equipment 

 
2,407,927 

    
60,854,831 

 
Less accumulated depreciation 

 
     (28,026,554) 

  
Total Net Capital Assets 

 
      55,576,017)  

     
 

Other noncurrent assets 
  

  
Long-term portion environmental remediation          1,133,174)  

  
Unamortized bond issuance costs 

 
145,186)  

  
Total Other Noncurrent Assets 

 
      1,278,360)  

     
     TOTAL ASSETS 

 
$ 69,554,184)  

 
The accompanying notes are an integral part of this financial statement. 
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PORT OF ANACORTES 
BALANCE SHEET 

December 31, 2011 
LIABILITIES 

    
   

) 
CURRENT LIABILITIES 

  
 

Warrants payable 
 

 $      308,536  

 
Accounts payable 

 
1,658,244  

 
Accrued liabilities 

 
425,979  

 
Unearned income 

 
190,856  

 
Current portion environmental remediation 

 
509,612  

 
Payables from Restricted Assets: 

  
 

   Interest payable 
 

237,654  

 
  Current portion, long-term debt 

 
1,187,058  

    
 

Total Current Liabilities 
 

4,517,939  

    NON-CURRENT LIABILITIES 
  NET OF CURRENT PORTION 
  

 
Long-term portion environmental remediation 

 
4,536,521  

 
G.O.Bonds 

 
11,659,504  

 
Contracts Payable 

 
538,353  

 
Revenue Bonds 

 
3,711,896  

    
 

Total Non-Current Liabilities 
 

20,446,274  

    TOTAL LIABILITIES 
 

24,964,213 

    NET ASSETS 
NET ASSETS 

   
 

Invested in capital assets, net of related debt 38,479,202  

 
Restricted net assets 

 
1,317,729  

 
Unrestricted net assets 

 
4,793,040 

    TOTAL NET ASSETS 
 

44,589,971  

    TOTAL LIABILITIES AND NET ASSETS 
 

$ 69,554,184  
 
The accompanying notes are an integral part of this financial statement. 
  

___________________________________________________________________________________________________ 
Washington State Auditor's Office 

17 



PORT OF ANACORTES 
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS 

For the Year Ended December 31, 2011 

     OPERATING REVENUES 
  

) 

     
 

Marine Terminal 
  

$    3,082,177 

 
Marina 

  
6,397,117 

 
Properties 

  
1,431,538 

 
Airport 

  
271,065 

     
 

Total Operating Revenues 
  

11,181,897 

     OPERATING EXPENSES 
        

 
General Operations 

  
6,607,814 

 
Maintenance 

  
1,164,144 

 
Administration 

  
2,091,014 

 
Depreciation 

  
1,865,305 

     
 

Total Operating Expenses 
  

11,728,277 

     INCOME FROM OPERATIONS 
  

(546,380) 

     NON-OPERATING REVENUES (EXPENSES) 
        

 
Taxes Levied 

  
        539,000)  

 
Investment Income 

  
            99,349)  

 
Miscellaneous Taxes 

  
            6,450)  

 
Other Income 

  
             71,548)  

 
Net Operating Grant  

  
5,312 

 
Gain on Disposal of Assets 

  
         3,189 

 
Interest Expense 

  
         (805,998) 

 
Environmental Revenues  

  
     5,237,118 

 
Environmental Remediation Expense 

  
     (1,745,501) 

 
Net Non-Operating Revenues 

 
3,410,467 

     INCREASE IN NET ASSETS BEFORE CAPITAL CONTRIBUTIONS $ 2,864,087  

     
 

Capital Grants 
  

1,895,178 

 
  

  
    

INCREASE IN NET ASSETS 
  

$ 4,759,265)  

     Net Assets - Beginning of Period 
  

$ 39,830,706)  

Net Assets - End of Period 
  

$ 44,589,971)  
 
The accompanying notes are an integral part of this financial statement.  
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PORT OF ANACORTES 

STATEMENT OF CASH FLOWS 
For the Year Ended December 31, 2011 

  
CASH FLOWS FROM OPERATING ACTIVITIES  
Cash received from customers  $   9,837,977  
Cash paid to suppliers for goods and services   (5,645,027) 
Cash paid for labor costs (employee wages and benefits)     (4,367,041) 
Net cash provided (used) by operating activities     (174 ,091) 

 
 

CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES  
Cash paid for environmental expenses      (8,365,020) 
Cash received from environmental grants and settlements     10,004,600  
Net cash received for other non-operating income          7,739  
Net cash provided (used) by non-capital financing activities       1,647,319  

 
 

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES  
Principal payments on revenue bonds and other debts      (950,000) 
Acquisition and construction of capital assets    (9,513,221) 
Interest paid on revenue & general obligation bonds     (695 ,235) 
Payments on contracts payable          (27,886) 
Proceeds from new contract payable 639,349 
Proceeds from Build America Bonds subsidy 78,760 
Cash received from property taxes          540,586  
Cash received from construction grants        1,977,379  
Net cash provided (used) by capital and related financing activities   (7,950,268) 

 
 

CASH FLOWS FROM INVESTING ACTIVITIES  
Interest received on investments          101,224  
Net cash provided (used) by investing activities          101,224  
Net increase (decrease) in cash and cash equivalents (6,375,816) 
 
CASH AND CASH EQUIVALENTS 

 

Beginning of the year     16,629,473  
End of year     10,253,657  
Increase (decrease) in cash and cash equivalents     (6,375,816) 

 
  

The accompanying notes are an integral part of this financial statement. 
  

___________________________________________________________________________________________________ 
Washington State Auditor's Office 

19 



 
PORT OF ANACORTES 

STATEMENT OF CASH FLOWS 
For the Year Ended December 31, 2011 

 
Reconciliation of operating income to net cash provided by operating activities:  

Net operating income 
       

(546,380) 
Adjustments to reconcile net operating income to net cash provided by operating activities:  
     Depreciation 1,865,305 
     (Increase) decrease in accounts receivable (1,346,926) 
     (Increase) decrease in inventory and prepaid expenses (21,220) 
     Increase (decrease) in accounts payable & other current liabilities (124 ,870) 
     Total adjustments 372,289 
Net cash provided by operating activities $(174,091)) 

 

The accompanying notes are an integral part of this financial statement. 
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PORT OF ANACORTES 
NOTES TO FINANCIAL STATEMENTS 

December 31, 2011 
 

 
NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

 
The Port of Anacortes was incorporated in 1926 and operates under the laws of the state of 
Washington applicable to a municipal corporation. The financial statements of the Port of 
Anacortes have been prepared in conformity with generally accepted accounting principles 
(GAAP) as applied to governments. The Government Accounting Standards Board (GASB) is 
the accepted standard setting body for establishing government accounting and financial 
reporting principles. 

 
A. Reporting Entity 

 
The Port of Anacortes (hereinafter the Port) is a special purpose government and 
provides marina, airport, and marine terminal services, and fosters economic activity in 
its district. The Port is supported primarily through user charges. 
 
An elected five-member board governs the Port. As required by generally accepted 
accounting principles, management has considered all potential component units in 
defining the reporting entity. The component unit discussed below is included in the 
district’s reporting entity. 
 
Industrial Development Corporation of the Port of Anacortes (IDC), a public 
corporation, is authorized to facilitate the issuance of tax-exempt no recourse revenue 
bonds to finance industrial development within the corporate boundaries of the Port. 
Revenue bonds issued by the Corporation are payable from revenues derived as a result 
of the industrial development facilities funded by the revenue bonds. The bonds are not 
a liability or contingent liability of the Port or a lien on any of its properties or revenues 
other than industrial facilities for which they are issued. 
 
The Port of Anacortes’s five member Port Commission governs the Industrial 
Development Corporation. The Industrial Development Corporation’s account balances 
and transactions are included as a blended unit within the Port’s financial statements. 

 
B. Basis of Accounting and Reporting 

 
The accounting records of the Port are maintained in accordance with methods 
prescribed by the Washington State Auditor under the authority of Chapter 43.09 
R.C.W.  The Port uses the Budgeting, Accounting, and Reporting System for GAAP Port 
Districts in the State of Washington. 
 
Funds are accounted for on a cost of services or an economic resources measurement 
focus.  This means that all assets and all liabilities (whether current or noncurrent) 
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PORT OF ANACORTES 
NOTES TO FINANCIAL STATEMENTS 

December 31, 2011 
 

 
associated with their activity are included on their statements of net assets (or balance 
sheet).  Their reported fund equity (total net assets) is segregated into invested in 
capital assets, net of related debt, restricted and unrestricted net assets.  Operating 
statements present increases (revenues and gains) and decreases (expenses and losses) 
in net total assets. The Port discloses changes in cash flows by a separate statement that 
presents their operating, noncapital financing, capital and related financing and 
investing activities.  
 
The Port uses the full-accrual basis of accounting, where revenues are recognized when 
earned and expenses are recognized when incurred. Material capital asset purchases 
are capitalized and long-term liabilities are reported on the Statement of Net Assets. 
 
The Port distinguishes between operating revenues and expenses, and nonoperating 
revenues and expenses. Operating revenues and expenses result from providing 
services and facilities in connection with the Port’s principal ongoing operations. The 
principal operating revenues of the Port are charges to customers for dockage, 
moorage, lease rents, and services.  Operating expenses for the Port include general 
operations, administrative expenses and depreciation on capital assets. All revenues and 
expenses not meeting this definition are reported as nonoperating revenues and 
expenses.  

 
The accounting policies of the Port conform to accounting principles generally accepted 
in the United States of America, as applicable to proprietary funds of governmental 
units.  As allowed by GASB No. 20, the Port has chosen to use Financial Accounting 
Standards Board pronouncements issued after November 30,  
1989, when there are no applicable Government Accounting Standards Board 
Statements.  The Port is accounted for on a flow of economic resources measurement 
focus. 
 
The preparation of the Port’s financial statements in conformity with accounting 
principles generally accepted in the United States of America requires management to 
make estimates and assumptions that affect the reported amounts of assets and 
liabilities and disclosure of contingent assets and liabilities at the date of the financial 
statements. Estimates also affect the reported amounts of revenues and expenses 
during the reporting period. Actual results could differ from those estimates. 
 
The Port is subject to certain business risks that could have a material impact on future 
operations and financial performance. These risks include economic conditions, 
collective bargaining disputes, security and natural disasters, as well as regulations and 
changes in law of federal, state and local governments. 
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PORT OF ANACORTES 
NOTES TO FINANCIAL STATEMENTS 

December 31, 2011 
 

 
C. Assets and Liabilities 

 
1. Cash and Cash Equivalents 

It is the policy of the Port to invest all temporary cash surpluses. At December 
31, 2011, the Port held $10,253,657 in cash and short-term investments. This 
amount is classified on the balance sheet as cash and cash equivalents. 
 
For purposes of the statement of cash flows, the district considers all highly 
liquid investments, including restricted assets, with maturity of three months or 
less when purchased to be cash equivalents. 
 

2. Investments 

See NOTE 2.  DEPOSITS AND INVESTMENTS 
 

3. Receivables 

Taxes receivable consist of property taxes and related interest and penalties 
(See NOTE 3. PROPERTY TAXES). Interest receivable consists of amounts earned 
on investments, notes, and contracts at the end of the year. 
 
Accounts receivable-net consists of amounts owed from private individuals or 
organizations for goods and services including amounts owed for which billings 
have not been prepared.  The allowance method is used to account for bad debt 
expense. 
 

4. Due from Other Governmental Units 

This account includes amounts due from other governments for grants and 
entitlements. 
 

5. Prepaid Expenses  

Inventories included in prepaid expenses are valued by the LIFO method, which 
approximates fair market value. 
 

6. Restricted Assets and Liabilities 

These accounts contain resources for construction and debt service. The current 
portion of related liabilities is shown as Payables from Restricted Assets. Specific 
debt service requirements are described in Note 8-Long-Term Debt.  
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PORT OF ANACORTES 
NOTES TO FINANCIAL STATEMENTS 

December 31, 2011 
 

 
The restricted assets are composed of the following: 
 
Cash and investments-debt service $   1,382,762  
Cash and investments-construction 172,621  
Total $   1,555,383  

 
 

7. Capital Assets and Depreciation  

See NOTE 4. CAPITAL ASSETS AND DEPRECIATION. 
 

8. Compensated Absences 

Compensated absences are absences for which employees will be paid, such as 
vacation and sick leave. The Port records unpaid leave for compensated 
absences as an expense and liability when incurred and is reported under the 
accrued liabilities account. 
 
Vacation pay, which may be accumulated up to a 24 month accrual at the 
employees anniversary date, is payable upon separation of employment or 
death.  Sick leave may accumulate up to 960 hours, of which fifty percent is 
payable with a minimum of ten years of service, upon separation of employment 
or death. 
 

9. Other Accrued Liabilities 

These accounts consist of accrued wages, business taxes and customer deposits. 
 

10. Deferred Income 

This account includes amounts recognized as receivables but not revenues 
because the revenue recognition criteria have not been met. 
 

11. Long-Term Debt 

See NOTE 8. LONG-TERM DEBT. 
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PORT OF ANACORTES 
NOTES TO FINANCIAL STATEMENTS 

December 31, 2011 
 

 
NOTE 2. DEPOSITS AND INVESTMENTS 
 

A. Deposits 
 
The Port invests its cash reserves with the Skagit County Treasurer. The Port generally 
maintains short-term investments in the State Treasurer’s Investment Pool. The Port’s 
deposits in the State Treasurer’s Investment Pool are secured by collateral held in a 
multiple financial institution collateral pool administered by the Washington Public 
Deposit Protection Commission (PDPC).  In accordance with GASB criteria, PDPC 
protection is of the nature of collateral, not of insurance. In addition, the Pool is subject 
to annual audits by the Washington State Auditor’s Office.  

 
B. Investments  

 
As of December 31, 2011, the Port had the following investments: 

 
Investment Fair Value 
State Investment Pool $8,946,966 

 

NOTE 3. PROPERTY TAXES 
 

The Skagit County Treasurer acts as an agent to collect property taxes levied in the county 
for all taxing authorities. 
 
Property Tax Calendar: 
January 1 ............ Taxes are levied and become an enforceable lien against properties 
February 14 ........ Tax bills are mailed 
April 30 ............... First of two equal installment payments is due 
May 31 ............... Assessed value of property established for next year’s levy at 100 percent 

of market value 
October 31 .......... Second installment is due 
 
Property taxes are recorded as a receivable and revenue when levied. No allowance for un-
collectible taxes is established because delinquent taxes are considered fully collectible. 
Prior year tax levies were recorded using the same principal, and delinquent taxes are 
evaluated annually. 
 
The Port is permitted by law to levy up to 45 cents per $1,000 of assessed valuation for 
general governmental purposes. The Washington State Constitution and Washington State 
law, RCW 84.55.010, limit the rate. The Port may also levy taxes at a lower rate. 
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PORT OF ANACORTES 
NOTES TO FINANCIAL STATEMENTS 

December 31, 2011 
 

 
The Port’s regular levy for 2011 was $.097 per $1,000 on an assessed valuation of 
$5,557,464,179 for a total regular levy of $539,000. In 2010, the levy was $530,000. 
 

NOTE 4. CAPITAL ASSETS AND DEPRECIATION  
 

A. Capital Assets 
 
Major expenditures for capital assets, including capital leases and major repairs that 
increase useful lives, are capitalized.  Maintenance, repairs, and minor renewals are 
accounted for as expenses when incurred.  
 
All capital assets are valued at historical cost or estimated market value for donated 
assets. The Port has acquired certain assets with funding provided by federal financial 
assistance programs. Depending on the terms of the agreements involved, the federal 
government could retain an equity interest in these assets. However, the Port has 
sufficient legal interest to accomplish the purposes for which the assets were acquired, 
and has included such assets within the applicable account. 
 

B. Depreciation 
 
The original cost of operating property retired or otherwise disposed of and the cost of 
installation are charged to accumulated depreciation. However, in the case of the sale of 
a significant operating unit or system, the original cost is removed from the Port plant 
accounts, accumulated depreciation is charged with the accumulated depreciation 
related to the property sold, and the net gain or loss on disposition is credited or 
charged to income. 
 
Depreciation expense is charged to operations to allocate the cost of capital assets over 
their estimated useful lives, using the straight-line method with useful lives of three to 
fifty years. 
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PORT OF ANACORTES 
NOTES TO FINANCIAL STATEMENTS 

December 31, 2011 
 

 
Capital assets activity for the year ended December 31, 2011 was as follows: 

 

 

C. Construction in Progress and Commitments 
 
The Port has active construction projects as of December 31, 2011.  These projects 
include: 
 

PROJECT AMOUNT SPENT TO DATE 
CSBH Entry Modifications  $                                    23,357  
E & F Dock Replacement                                   5,191,048  
M-N-O Dock Dredging                                          7,183  
Marina Wi-Fi                                          6,017  
Airport Stormwater Conveyance                                        79,281  
Pier 2  Security Improvements                                        37,906  
Facility Security Improvements                                        11,019  
    

TOTAL  $                               5,355,811  
 
 
At year-end the Port had no material unfulfilled commitments with contractors. 

  

 Beginning   Ending 
 Balance   Balance 
 12/31/2010 Increases Decreases 12/31/2011 
Capital assets, not being depreciated:     
     Land 15,752,514  1,715,014  (75,602) 17,391,926  
     Construction in progress 3,355,291  8,164,493  (6,163,971) 5,355,813  
Total capital assets, not being depreciated: 19,107,805 9,879,507 (6,239,573) 22,747,739 
Capital assets being depreciated:         
     Facilities 52,400,776 6,050,273 (4,144) 58,446,905 
     Machinery and Equipment 2,261,044 162,131 (15,248) 2,407,927 
Total capital assets being depreciated: 54,661,820 6,212,404 (19,392) 60,854,832 
Less accumulated depreciation for:         
     Facilities 24,813,559 2,206,974 (266,595) 26,753,937 
     Machinery and Equipment 1,098,929 188,935 (15,248) 1,272,616 
Total accumulated depreciation 25,912,488 2,395,909 (281,843) 28,026,554 
Total capital assets, being depreciated, net $28,749,332 $3,816,495 $262,451 $32,828,278 
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PORT OF ANACORTES 
NOTES TO FINANCIAL STATEMENTS 

December 31, 2011 
 

 
NOTE 5. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY 
 

At December 31, 2011 there have been no material violations of finance related, legal, or 
contractual provisions. 

 
NOTE 6. PENSION PLANS 
 

All Port of Anacortes full-time and qualifying part-time employees participate in one of the 
following statewide retirement systems administered by the Washington State Department 
of Retirement Systems, under cost-sharing multiple-employer public employee defined 
benefit and defined contribution retirement plans. The Department of Retirement Systems 
(DRS), a department within the primary government of the State of Washington, issues a 
publicly available comprehensive annual financial report (CAFR) that includes financial 
statements and required supplementary information for each plan. The DRS CAFR may be 
obtained by writing to: Department of Retirement Systems, Communications Unit, and P.O. 
Box 48380, Olympia, WA 98504-8380. The following disclosures are made pursuant to GASB 
Statement No. 27, Accounting for Pensions by State and Local Government Employers and 
No. 50, Pension Disclosures, an amendment of GASB Statements No. 25 and 27.   
 
Public Employees’ Retirement System (PERS) Plans 1, 2 and 3  
 
Plan Description  
 
The Legislature established PERS in 1947.  Membership in the system includes: elected 
officials; state employees; employees of the Supreme, Appeals, and Superior courts (other 
than judges currently in the Judicial Retirement System); employees of legislative 
committees; community and technical colleges, college and university employees not 
participating in higher education retirement programs; judges of district and municipal 
courts; and employees of local governments.  PERS retirement benefit provisions are 
established in Chapters 41.34 and 41.40 RCW and may be amended only by the State 
Legislature. 
 
PERS is a cost-sharing multiple-employer retirement system comprised of three separate 
plans for membership purposes: Plans 1 and 2 are defined benefit plans and Plan 3 is a 
defined benefit plan with a defined contribution component. 
 
PERS members who joined the system by September 30, 1977 are Plan 1 members.  Those 
who joined on or after October 1, 1977 and by either, February 28, 2002 for state and 
higher education employees, or August 31, 2002 for local government employees, are Plan 
2 members unless they exercised an option to transfer their membership to Plan 3.  PERS 
members joining the system on or after March 1, 2002 for state and higher education 
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PORT OF ANACORTES 
NOTES TO FINANCIAL STATEMENTS 

December 31, 2011 
 

 
employees, or September 1, 2002 for local government employees have the irrevocable 
option of choosing membership in either PERS Plan 2 or PERS Plan 3.  The option must be 
exercised within 90 days of employment.  An employee is reported in Plan 2 until a choice is 
made.  Employees who fail to choose within 90 days default to PERS Plan 3.  
Notwithstanding, PERS Plan 2 and Plan 3 members may opt out of plan membership if 
terminally ill, with less than five years to live. 
 
PERS Plan 1 and Plan 2 defined benefit retirement benefits are financed from a combination 
of investment earnings and employer and employee contributions. 
 
PERS Plan 1 members are vested after the completion of five years of eligible service.  Plan 
1 members are eligible for retirement after 30 years of service, or at the age of 60 with five 
years of service, or at the age of 55 with 25 years of service.  The monthly benefit is 2 
percent of the average final compensation (AFC) per year of service.  (AFC is the monthly 
average of the 24 consecutive highest-paid service credit months.)  The retirement benefit 
may not exceed 60 percent of AFC.  The monthly benefit is subject to a minimum for PERS 
Plan 1 retirees who have 25 years of service and have been retired 20 years, or who have 20 
years of service and have been retired 25 years.  Plan 1 members retiring from inactive 
status prior to the age of 65 may receive actuarially reduced benefits.  If a survivor option is 
chosen, the benefit is further reduced.  A cost-of-living allowance (COLA) was granted at age 
66 based upon years of service times the COLA amount.  This benefit was eliminated by the 
Legislature, effective July 1, 2011.  Plan 1 members may elect to receive an optional COLA 
that provides an automatic annual adjustment based on the Consumer Price Index.  The 
adjustment is capped at 3 percent annually.  To offset the cost of this annual adjustment, 
the benefit is reduced. 
 
PERS Plan 1 provides duty and non-duty disability benefits.  Duty disability retirement 
benefits for disablement prior to the age of 60 consist of a temporary life annuity payable to 
the age of 60.  The allowance amount is $350 a month, or two-thirds of the monthly AFC, 
whichever is less.  The benefit is reduced by any workers’ compensation benefit and is 
payable as long as the member remains disabled or until the member attains the age of 60.  
A member with five years of covered employment is eligible for non-duty disability 
retirement.  Prior to the age of 55, the allowance amount is 2 percent of the AFC for each 
year of service reduced by 2 percent for each year that the member’s age is less than 55.  
The total benefit is limited to 60 percent of the AFC and is actuarially reduced to reflect the 
choice of a survivor option.  A cost-of-living allowance was granted at age 66 based upon 
years of service times the COLA amount.  This benefit was eliminated by the Legislature, 
effective July 1, 2011.  Plan 1 members may elect to receive an optional COLA that provides 
an automatic annual adjustment based on the Consumer Price Index.  The adjustment is 
capped at 3 percent annually.  To offset the cost of this annual adjustment, the benefit is 
reduced. 
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PERS Plan 1 members can receive credit for military service.  Members can also purchase up 
to 24 months of service credit lost because of an on-the-job injury. 
 
PERS Plan 2 members are vested after the completion of five years of eligible service.  Plan 
2 members are eligible for normal retirement at the age of 65 with five years of service.  
The monthly benefit is 2 percent of the AFC per year of service.  (AFC is the monthly average 
of the 60 consecutive highest-paid service months.) 
 
PERS Plan 2 members who have at least 20 years of service credit and are 55 years of age or 
older are eligible for early retirement with a reduced benefit.  The benefit is reduced by an 
early retirement factor (ERF) that varies according to age, for each year before age 65. 
 
PERS Plan 2 members who have 30 or more years of service credit and are at least 55 years 
old can retire under one of two provisions: 
 
With a benefit that is reduced by 3 percent for each year before age 65. 
With a benefit that has a smaller (or no) reduction (depending on age) that imposes stricter 
return-to-work rules. 
 
PERS Plan 2 retirement benefits are also actuarially reduced to reflect the choice, if made, 
of a survivor option.  There is no cap on years of service credit; and a cost-of-living 
allowance is granted (based on the Consumer Price Index), capped at 3 percent annually. 
 
The surviving spouse or eligible child or children of a PERS Plan 2 member who dies after 
leaving eligible employment having earned ten years of service credit may request a refund 
of the member’s accumulated contributions. 
 
PERS Plan 3 has a dual benefit structure.  Employer contributions finance a defined benefit 
component and member contributions finance a defined contribution component.  The 
defined benefit portion provides a monthly benefit that is 1 percent of the AFC per year of 
service.  (AFC is the monthly average of the 60 consecutive highest-paid service months.) 
 
Effective June 7, 2006, PERS Plan 3 members are vested in the defined benefit portion of 
their plan after ten years of service; or after five years of service, if twelve months of that 
service are earned after age 44; or after five service credit years earned in PERS Plan 2 prior 
to June 1, 2003.  Plan 3 members are immediately vested in the defined contribution 
portion of their plan. 
 
Vested Plan 3 members are eligible for normal retirement at age 65, or they may retire early 
with the following conditions and benefits: 
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If they have at least ten service credit years and are 55 years old, the benefit is reduced 
by an ERF that varies with age, for each year before age 65. 
 
If they have 30 service credit years and are at least 55 years old, they have the choice of 
a benefit that is reduced by 3 percent for each year before age 65; or a benefit with a 
smaller (or no) reduction factor (depending on age) that imposes stricter return-to-work 
rules. 

 
PERS Plan 3 defined benefit retirement benefits are also actuarially reduced to reflect the 
choice, if made, of a survivor option.  There is no cap on years of service credit and Plan 3 
provides the same cost-of-living allowance as Plan 2. 
 
PERS Plan 3 defined contribution retirement benefits are solely dependent upon 
contributions and the results of investment activities. 
 
The defined contribution portion can be distributed in accordance with an option selected 
by the member, either as a lump sum or pursuant to other options authorized by the 
Director of the Department of Retirement Systems. 
 
PERS Plan 2 and Plan 3 provide disability benefits.  There is no minimum amount of service 
credit required for eligibility.  The Plan 2 monthly benefit amount is 2 percent of the AFC per 
year of service.  For Plan 3, the monthly benefit amount is 1 percent of the AFC per year of 
service. 
 
These disability benefit amounts are actuarially reduced for each year that the member’s 
age is less than 65, and to reflect the choice of a survivor option.  There is no cap on years of 
service credit, and a cost-of-living allowance is granted (based on the Consumer Price Index) 
capped at 3 percent annually. 
 
PERS Plan 2 and Plan 3 members may have up to ten years of interruptive military service 
credit; five years at no cost and five years that may be purchased by paying the required 
contributions.  Effective July 24, 2005, a member who becomes totally incapacitated for 
continued employment while serving the uniformed services, or a surviving spouse or 
eligible children, may apply for interruptive military service credit.  Additionally, PERS Plan 2 
and Plan 3 members can also purchase up to 24 months of service credit lost because of an 
on-the-job injury. 
 
PERS members may also purchase up to five years of additional service credit once eligible 
for retirement.  This credit can only be purchased at the time of retirement and can be used 
only to provide the member with a monthly annuity that is paid in addition to the member’s 
retirement benefit. 
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Beneficiaries of a PERS Plan 2 or Plan 3 member with ten years of service who is killed in the 
course of employment receive retirement benefits without actuarial reduction, if the 
member was not at normal retirement age at death.  This provision applies to any member 
killed in the course of employment, on or after June 10, 2004, if found eligible by the 
Department of Labor and Industries. 
 
A one-time duty-related death benefit is provided to the estate (or duly designated 
nominee) of a PERS member who dies in the line of service as a result of injuries sustained 
in the course of employment, or if the death resulted from an occupational disease or 
infection that arose naturally and proximately out of said member’s covered employment, if 
found eligible by the Department of Labor and Industries. 

 
There are 1,197 participating employers in PERS.  Membership in PERS consisted of the 
following as of the latest actuarial valuation date for the plans of June 30, 2010: 
 
Retirees and Beneficiaries Receiving Benefits 76,899 
Terminated Plan Members Entitled to but not yet Receiving Benefits 28,860 
Active Plan Members Vested 105,521 
Active Plan Members Non-vested 51,005 

Total 262,285 
 
Funding Policy 
 
Each biennium, the state Pension Funding Council adopts Plan 1 employer contribution 
rates, Plan 2 employer and employee contribution rates, and Plan 3 employer contribution 
rates.  Employee contribution rates for Plan 1 are established by statute at 6 percent for 
state agencies and local government unit employees, and at 7.5 percent for state 
government elected officials.  The employer and employee contribution rates for Plan 2 and 
the employer contribution rate for Plan 3 are developed by the Office of the State Actuary 
to fully fund Plan 2 and the defined benefit portion of Plan 3.  All employers are required to 
contribute at the level established by the Legislature. Under PERS Plan 3, employer 
contributions finance the defined benefit portion of the plan, and member contributions 
finance the defined contribution portion.  The Director of the Department of Retirement 
Systems sets Plan 3 employee contribution rates.  Six rate options are available ranging 
from 5 to 15 percent; two of the options are graduated rates dependent on the employee’s 
age.  As a result of the implementation of the Judicial Benefit Multiplier Program in January 
2007, a second tier of employer and employee rates was developed to fund, along with 
investment earnings, the increased retirement benefits of those justices and judges that 
participate in the program.  The methods used to determine the contribution requirements 
are established under state statute in accordance with chapters 41.40 and 41.45 RCW.  
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The required contribution rates expressed as a percentage of current year covered payroll, 
as of December 31, 2011, were as follows: 
 
 

PERS Plan 1 PERS Plan 2 PERS Plan 3 
Employer* 7.25%** 7.25%** 7.25 %*** 

Employee 6.00%**** 4.64%**** ***** 

* The employer rates include the employer administrative expense fee currently set at 
0.16%. 

** The employer rate for state elected officials is 10.80 % for Plan 1 and 7.25 % for Plan 
2 and Plan 3. 

*** Plan 3 defined benefit portion only. 
**** The employee rate for state elected officials is 7.50% for Plan 1 and 4.64% for Plan 2. 

***** Variable from 5.0% minimum to 15.0% maximum based on rate selected by the PERS 
3 member. 

 
Both the Port of Anacortes and the employees made the required contributions. The Port’s 
required contributions for the years ended December 31 were as follows:  
 

Year PERS Plan 1 PERS Plan 2  PERS Plan 3  
2011 $         - $         112,885 $           4,838 
2010 $         - $         102,594 $           3,758 
2009 $         - $         127,540 $           4,717 

 
NOTE 7. RISK MANAGEMENT 

 
The Port maintains commercial insurance coverage against most normal hazards. General 
liability coverage is in effect to a limit of $1 million with a $10,000 deductible. Excess liability 
coverage is in effect with a limit of $50 million over the first $1 million loss. The Port 
maintains a separate policy for airport liability with a limit of $10 million combined personal 
injury and property damage. 
 
Commercial property coverage, with a limit of $80,064,235, and with a deductible of 
$10,000 is in effect. This program includes earthquake, with a limit of $35 million, and flood, 
with a limit of $50 million.  The deductibles are 5% per occurrence subject to a $100,000 
minimum, $250,000 deductible for flood zones A and V and $100,000 for all other flood 
zones. In addition, the Port has coverage for public officials, employment practices, 
commercial crime and various bonds as required by law. The Port maintains standard 
business automobile coverage. The Port is self-insured for unemployment insurance. No 
reserve for self-insurance has been established, as the potential liability is not material to 
the financial statements. 
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NOTE 8. LONG-TERM LIABILITIES  
 

A. Long-Term Debt 
 
The Port issues general obligation and/or revenue bonds to finance the acquisition or 
construction of capital assets. Bonded indebtedness has also been entered into in prior 
years to advance refund several general obligation and revenue bonds.  
 
The general obligation bonds currently outstanding are as follows: 

 
  Original Maturity Interest Amount 
Issue Name and Purpose Amount Range Rate Outstanding 
Limited Tax General Obligation 
Bonds, 2003  
Purpose: Construction $ 4,200,000  

9/1/2017 - 
9/1/2024 

4.40% - 
4.65% $ 4,200,000 

Limited Tax General Obligation 
Refunding Bonds, 2009 
Purpose: Refunding   3,000,000  

9/1/2015 - 
9/1/2018 

2.75% - 
4.00%    3,000,000  

Limited Tax General Obligation 
Bonds, 2010 
Purpose: Construction   4,500,000  

9/1/2019 - 
9/1/2024 

4.387% - 
4.487%    4,500,000  

Total General Obligation Bonds       $ 11,700,000  
 
 

The annual debt service requirements to maturity for general obligation bonds are as 
follows: 

 
 
Year Ending December 31, Principal Interest 

2012 - 511,555  
2013 - 511,555  
2014 - 511,555  
2015 265,000  511,555  

2016-2024 11,435,000  2,790,367  
Total $ 11,700,000  $ 4,836,587  
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The revenue bonds currently outstanding are as follows: 
 

  Original Maturity Interest Amount 
Issue Name and Purpose Amount Range Rate Outstanding 
Revenue Bonds, 2003 
Purpose: Construction 

 
$ 3,500,000 

9/1/2004 -
9/1/2016 

4.25% - 
5.10% 

 
$ 1,560,000  

Revenue Refunding Bonds, 2009 
Purpose: Refunding 

 
   4,700,000 

9/1/2010 -
9/1/2015 

3.00% -
4.00% 

 
3,380,000 

Total Revenue Bonds    $ 4,940,000 
     

 
The annual debt service requirements to maturity for revenue bonds are as follows: 
 

Year Ending December 31,  Principal Interest 
2012 1,150,000 198,178 
2013 1,190,000 160,115 
2014 1,235,000 111,765 
2015 1,025,000 61,590 
2016 340,000 17,340 
Total $  4,940,000 $         548,988 

 
Unamortized debt issue costs are recorded as deferred charges and bonds are displayed 
net of discount or premium. Annual interest expense is increased or decreased by the 
amortization of debt issue costs and discount or premium. 
 
At December 31, 2011, the Port held $825,678 in bond reserves. 
 
In April 2011, pursuant to Ch. 39.34 RCW, the Port entered into an Interlocal Agreement 
with the City of Anacortes (City).  Per the agreement, the City will allow the Port to 
discharge its storm water and process water from the Port’s marine terminal to the 
City’s Waste Water Treatment Facility.  In return, the Port is to pay the City a General 
Facilities Charge totaling $639,349, payable in equal annual installments over a 10 year 
period.  At December 31, 2011, the balance of the payable to the City totaled $575,414. 
 

B. Environmental Remediation Liability 
 

Current and long-term environmental remediation liability totaled $5,046,133 as of 
December 31, 2011. See NOTE 11 for further discussion of pollution remediation 
obligations.  
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C. Changes in Long-Term Liabilities 

 
During the year ended December 31, 2011, the following changes occurred in long-term 
liabilities: 

 

 
Beginning     Ending Due 

 
Balance Additions Reductions Balance Within 

 
12/31/2010     12/31/2011 One Year 

G.O. bonds 
payable $ 11,700,000 

  
$ 11,700,000 $               - 

Less: Deferred 
amounts for 
issuance discounts (42,148) 4,876 (3,223) (40,495) - 
Revenue bonds 5,890,000 

 
(950,000) 4,940,000 1,150,000 

Less: deferred 
amounts for 
issuance discounts (97,727) 19,623 

 
(78,104) - 

General Facilities 
Charge Contract 

 
575,414 

 
575,414 37,059 

Environmental 
remediation 5,199,864 (663,343) 

 
5,046,132 509,611 

Total long-term 
liabilities $ 22,649,989 $(63,430) $(953,223) $ 22,142,947 $1,696,670 

 
NOTE 9. CONTINGENCIES AND LITIGATION 

 
The Port has recorded in its financial statements all material liabilities, including an estimate 
for situations, which are not yet resolved, but where, based on available information, 
management believes it is probable that the Port will have to make payment. In the opinion 
of management, the Port’s insurance policies and self-insurance reserves are adequate to 
pay all known or pending claims. 
 
As discussed in Note 8 LONG-TERM LIABILITIES, the Port is contingently liable for repayment 
of refunded debt.  
 
The Port participates in a number of federal and state assisted programs. These grants are 
subject to audit by the grantors or their representatives. Such audits could result in requests 
for reimbursement to grantor agencies for expenditures disallowed under terms of the 
grants.  
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NOTE 10. SEGMENT ACTIVITY  

 
The Port operates a marine terminal, marina, airport and rental properties, which are 
financed primarily by user charges. The key financial data for the year ended December 31, 
2011 for these activities is as follows (in thousands): 
 

 

Marine 
Terminal Marina Property Airport Other Total 

Total Operating Revenues   $        3,082   $   6,397   $   1,432   $    271   $      -     $      11,182  
Operating Expenses:        

Operations  2,472 3,930 154 51  6,607 
Administration & Maintenance 1,201 1,882 123 137 (87) 3,256 
Depreciation  566 632 192 388 87 1,865 

Total Operating Expenses  4,239 6,444 469 576 - 11,728 
Operating Income (Loss)  (1,157) (47) 963 (305) - (546) 
Tax Revenues      539 539 
Non-operating Revenues  
net of Expenses  

    

2,866 2,866 
Operating Grant  5    5 
Capital Grant  558 1,251 74 11  1,894 
NET INCOME (LOSS)  $         (599) $   1,209 $   1,037 $ (294) $3,405 $        4,758 
        
Land, Facilities & Equip (Net)  $      12,998 $ 18,235 $ 12,255 $ 6,267 $    466 50,221 
Construction in Progress       $        5,356 
NET CAPITAL ASSETS             $      55,577  

 
Current assets, restricted assets, other noncurrent assets, current liabilities, long-term 
liabilities, other noncurrent liabilities and net assets are accounted for on a Port-wide basis 
and are not identifiable to a particular industry segment. 
 

NOTE 11. POLLUTION REMEDIATION OBLIGATIONS  
 
In November 2006, the Governmental Accounting Standards Board issued Statement No. 49 
(GASB 49), “Accounting and Financial Reporting for Pollution Remediation Obligations.”  
GASB 49 requires disclosure of “obligations to address current or potential detrimental 
effects of existing pollution by participating in pollution remediation activities.” GASB 49 
identifies five distinct “obligating events” that require the Port to disclose the potential 
future outlays associated with remediation of contaminated sites. Once any of the five 
obligating events occurs, the Port documents the components of expected pollution 
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remediation outlays that are reasonably estimable. The Port then determines if some or all 
of the future outlays are subject to capitalization under GASB 49 and records those 
expenditures accordingly. At this time, the Port has determined that future investigation 
and clean up costs associated with five sites constitute the Port’s pollution remediation 
obligations.  
 
Current and long-term liabilities as of December 31, 2011 totaled $5,046,133. 
Corresponding receivables that are considered realizable recoveries as of December 31, 
2011 totaled $1,332,980.  These calculations are based on current and future estimated 
costs plus contingency. Because these future potential outlays are material to the Port’s 
financial statements, the Port has established an environmental reserve for pollution 
remediation obligations. For disclosure of GASB 49 pollution remediation obligations, the 
Port calculates the probabilities and amounts of expected recoveries on a site by site basis 
and reduces its gross liability by the expected value of realized and realizable cost 
recoveries.  
 
Estimated future outlays and related recoveries at December 31 are as follows: 
 

 2012 2013 
2013 and 

Thereafter 
Pollution remediation 
outlays $ 509,612 $ 1,872,000 $ 2,664,521 
Realizable recoveries 199,806 781,000 352,175 
Total Net Outlays $ 309 ,806 $ 1,091,000 $ 2,312,346 
 

 
Pollution Remediation Obligations 

• All five projects are Port-owned properties. As owner of the five properties, the Port 
may be partially liable for a portion of the costs to remediate contamination on each 
of these sites. However, the Port has and will continue to actively pursue cost 
sharing and cost recovery agreements with current and former tenants, former site 
operators, the Port’s former insurance carriers, the tenants’ former insurance 
carriers and granting agencies. The Port has successfully negotiated a number of 
these agreements. 

• At each Site, the Port has been or reasonably expects to be recognized as a 
“Potentially Liable Party” (PLP) by the State of Washington for the investigation and 
cleanup of properties owned by the Port. 

• All properties will require investigation, and potential remediation, in order to 
comply with state environmental laws and regulations. In some cases, this work is 
substantially complete. 
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• The study and cleanup costs at these five specific sites constitute the Port’s known 

GASB 49 pollution remediation obligations: Cap Sante Marine Site, Dakota Creek 
Industries Site, Former Scott Paper Mill Site, Former Shell Tank Farm Site and Former 
Log Haul Out Site. 

• Liabilities are measured at the weighted-average of the estimated cost of the 
construction contract and assume no unexpected change orders. 

 
Cap Sante Marine Site 
The Port is owner of the Site and remediation and monitoring at this site was completed in 
2010.  As of December 31, 2011, there are no known additional outlays of expenditures 
expected for this site.  The Port is actively seeking a Consent Decree from Washington State 
Department of Ecology (DOE) for the work completed. 
 
Dakota Creek Industries Site 
The Port is owner of the Site and in water remediation has been completed.  Groundwater 
monitoring, partial excavation (if necessary) and capping of the site are expected to 
conclude in 2015. Total estimated future outlays for this site as of December 31, 2011 
totaled $2,717,557. 
 
Former Scott Paper Mill Site 
The Port is owner of a portion of the Site and remediation commenced in June 2009. 
Cleanup tasks included excavation and disposal of contaminated soils, dredging and capping 
and the construction of an offshore structure to stop the ongoing erosion of the shoreline.  
This project concluded in May 2011. As of June 12, 2012 Post Construction Monitoring will 
be complete and we will begin Long Term Monitoring as necessary.  Total estimated future 
outlays for long-term monitoring for this site as of December 31, 2011 totaled $463,461. 
  
Former Shell Tank Farm Site 
The Port is owner of the property. The Port has completed ground water monitoring and 
working with DOE to complete the Remedial Investigation/Feasibility Study at the Site and 
plans to begin the cleanup work in 2013 and continue through 2014 for post construction 
monitoring.  Total estimated future outlays for this site as of December 31, 2011 totaled 
$2,202,500 shared 50% by Shell and the Port through a 50% grant from DOE. 
  
Former Log Haul-Out Site 
The Port is owner of the property and has received notification from DOE that this is a 
confirmed site through a Potentially Liable party (PLP) letter. The Port is currently studying 
the environmental conditions at the site and plans to begin site testing in 2012 and 
continue through 2015.   Total estimated future outlays for this site as of December 31, 
2011 totaled $1,953,125. 
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The Port evaluates its Pollution Remediation Obligations by updating both forecasts for 
future outlays as well as recoveries on at least an annual basis, or as events occur that 
would cause the Port to re-estimate its liability and recovery calculation.  An evaluation of 
those events, such as changes to construction contracts, price of materials and recovery 
efforts was made as of December 31, 2011.  In addition, any adjustments to liabilities are 
reported as more information becomes available or as projects meets subsequent GASB 49 
Recognition Benchmarks. The Port will continue to work with the Department of Ecology 
and is committed to performing the cleanups, using the goals and objectives defined in the 
Puget Sound Initiative and expect to have remediation work substantially completed by 
2014. 
 
Cost Recoveries 
 
The Port has successfully recovered, and will continue to pursue recoveries, for its 
investigation, design, cleanup, and monitoring costs. Generally, these recoveries come from 
four sources: 

• Payments from former tenants. 
• Payments from historical commercial general liability insurance carriers of the Port 

and former tenants 
• Payments by past site operators 

 
In most instances, the Port has already negotiated the value and/or share of recoverable 
cleanup costs due from third parties in order to promptly and efficiently share current and 
future cleanup costs. The Port believes this approach has delivered, and will continue to 
deliver, a lower cost project that can be managed efficiently while maximizing the 
environmental benefits. The Port routinely monitors and assesses the likelihood and 
amounts of cost recoveries and would promptly reduce or decelerate spending as 
conditions require.  The Port estimates $3,713,153 in future expected recoveries that are 
not yet included on the balance sheet as of December 31, 2011.  These amounts consist of 
estimated future grant reimbursements expected from Department of Ecology, and will be 
recognized as a receivable as the work is performed. 
 

NOTE 12. MAJOR CUSTOMERS   
 
In 2011, net sales to one customer totaled $2,411,289. Amounts due from this customer 
included in accounts receivable totaled $1,609,086, at December 31, 2011. 
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NOTE 13. INDUSTRIAL DEVELOPMENT CORPORATION OF THE PORT OF ANACORTES  

 
In 1982, the Port Commission of the Port of Anacortes authorized the establishment of the 
Industrial Development Corporation of the Port of Anacortes, a public corporation whose 
purpose is to issue tax-exempt nonrecourse revenue bonds to finance industrial 
development within the corporate boundaries of the Port. The Corporation may construct 
and maintain industrial facilities, which it leases, or sells to industrial users. Revenue bonds 
issued by the corporation are payable from revenues derived as a result of the industrial 
development facilities funded by the revenue bonds. The bonds are not a liability or 
contingent liability of the Port or a lien on any of its properties or revenues other than 
industrial facilities for which they are issued. 
 
The Industrial Development Corporation of the Port of Anacortes has no tax exempt non-
recourse revenue bonds outstanding as of December 31, 2011. 
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ABOUT THE STATE AUDITOR'S OFFICE                   
 
 
The State Auditor's Office is established in the state's Constitution and is part of the executive 
branch of state government.  The State Auditor is elected by the citizens of Washington and serves 
four-year terms. 
 
Our mission is to work with our audit clients and citizens as an advocate for government 
accountability.  As an elected agency, the State Auditor's Office has the independence necessary to 
objectively perform audits and investigations.  Our audits are designed to comply with professional 
standards as well as to satisfy the requirements of federal, state, and local laws. 
 
The State Auditor's Office employees are located around the state to deliver services effectively and 
efficiently.   
 
Our audits look at financial information and compliance with state, federal and local laws on the part 
of all local governments, including schools, and all state agencies, including institutions of higher 
education.  In addition, we conduct performance audits of state agencies and local governments and 
fraud, whistleblower and citizen hotline investigations.   
 
The results of our work are widely distributed through a variety of reports, which are available on 
our Web site and through our free, electronic subscription service.   
 
We take our role as partners in accountability seriously.  We provide training and technical 
assistance to governments and have an extensive quality assurance program. 
 
 
State Auditor Brian Sonntag, CGFM 
Chief of Staff Ted Rutt 
Deputy Chief of Staff Doug Cochran 
Chief Policy Advisor Jerry Pugnetti 
Director of Audit  Chuck Pfeil, CPA 
Director of Performance Audit Larisa Benson 
Director of Special Investigations Jim Brittain, CPA 
Director for Legal Affairs Jan Jutte, CPA, CGFM 
Director of Quality Assurance Ivan Dansereau 
Local Government Liaison Mike Murphy 
Communications Director Mindy Chambers 
Public Records Officer Mary Leider 
Main number (360) 902-0370 
Toll-free Citizen Hotline (866) 902-3900 
 
Website www.sao.wa.gov 
Subscription Service                          https://www.sao.wa.gov/EN/News/Subscriptions/ 

http://www.sao.wa.gov/
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