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Report on Financial Statements 
Please find attached our report on the Port of Anacortes’ financial statements. 

We are issuing this report in order to provide information on the Port’s financial condition. 
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL 
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND 

OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 
STATEMENTS PERFORMED IN ACCORDANCE WITH 

GOVERNMENT AUDITING STANDARDS 
 

Port of Anacortes 
Skagit County 

January 1, 2014 through December 31, 2014 
 

Board of Commissioners 
Port of Anacortes 
Anacortes, Washington 

We have audited, 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, the financial statements of the 
Port of Anacortes, Skagit County, Washington, as of and for the year ended December 31, 2014, 
and the related notes to the financial statements, which collectively comprise the Port’s basic 
financial statements, and have issued our report thereon dated May 20, 2015. 

 

INTERNAL CONTROL OVER FINANCIAL REPORTING 
In planning and performing our audit of the financial statements, we considered the Port’s 
internal control over financial reporting (internal control) to determine the audit procedures that 
are appropriate in the circumstances 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.  Accordingly, we do not express an opinion on the effectiveness of the Port’s 
internal control. 

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.  A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet 
important enough to merit attention by those charged with governance. 
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Our consideration of internal control was for the limited purpose described in the first paragraph 
of this section and was not designed to identify all deficiencies in internal control that might be 
material weaknesses or significant deficiencies.  Given these limitations, during our audit we did 
not identify any deficiencies in internal control that we consider to be material weaknesses.  
However, material weaknesses may exist that have not been identified. 

 

COMPLIANCE AND OTHER MATTERS 
As part of obtaining reasonable assurance about whether the Port’s financial statements are free 
from 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. 

 

PURPOSE OF THIS REPORT 
The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of 
the Port’s internal control or on compliance.  This report is an integral part of an audit performed 
in accordance with Government Auditing Standards in considering the Port’s internal control and 
compliance.  Accordingly, this communication is not suitable for any other purpose.  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. 

 
JAN M. JUTTE, CPA, CGFM 

ACTING STATE AUDITOR 

OLYMPIA, WA 

 

May 20, 2015 
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INDEPENDENT AUDITOR’S REPORT ON 
FINANCIAL STATEMENTS 

 
Port of Anacortes 

Skagit County 
January 1, 2014 through December 31, 2014 

 

Board of Commissioners 
Port of Anacortes 
Anacortes, Washington 

REPORT ON THE FINANCIAL STATEMENTS 
We have audited the accompanying financial statements of  the Port of Anacortes, Skagit 
County, Washington, as of and for the year ended December 31, 2014, and the related notes to 
the financial statements, which collectively comprise the Port’s basic financial statements as 
listed on page 9.  

  

Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements 
in accordance with accounting principles generally accepted in the United States of America; this 
includes the design, implementation, and maintenance of internal control relevant to the 
preparation and fair presentation of financial statements that are free from material misstatement, 
whether due to fraud or error. 

 

Auditor’s Responsibility 

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 from material misstatement.   

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements.  The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error.  In making those risk assessments, the auditor 
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considers internal control relevant to the Port’s preparation and fair presentation of the financial 
statements in order to design audit procedures that are appropriate in the circumstances, but not 
for the purpose of expressing an opinion on the effectiveness of the Port’s internal control.  
Accordingly, we express no such opinion.  An audit also includes evaluating the appropriateness 
of accounting policies used and the reasonableness of significant accounting estimates made by 
management, as well as evaluating the overall presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 

 

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, 2014, and the changes in 
financial position and cash flows thereof for the year then ended in accordance with accounting 
principles generally accepted in the United States of America. 

 

Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the 
management’s discussion and analysis on pages 10 through 16 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 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 our 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.  

 

OTHER REPORTING REQUIRED BY GOVERNMENT AUDITING 
STANDARDS 
In accordance with Government Auditing Standards, we have also issued our report dated 
May 20, 2015 on our consideration of the Port’s internal control over financial reporting and on 
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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 internal control over financial reporting or on compliance.  That report 
is an integral part of an audit performed in accordance with Government Auditing Standards in 
considering the Port’s internal control over financial reporting and compliance. 

 
JAN M. JUTTE, CPA, CGFM 

ACTING STATE AUDITOR 

OLYMPIA, WA 

 
May 20, 2015 
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FINANCIAL SECTION 
 

Port of Anacortes 
Skagit County 

January 1, 2014 through December 31, 2014 
 
 
REQUIRED SUPPLEMENTARY INFORMATION 

Management’s Discussion and Analysis – 2014 
 
 

BASIC FINANCIAL STATEMENTS 

Statement of Net Position – 2014 
Statement of Revenues, Expenses and Changes in Fund Net Position – 2014 
Statement of Cash Flows – 2014 
Notes to Financial Statements – 2014 
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MANAGEMENT’S DISCUSSION AND ANALYSIS 
 

The following is the Port of Anacortes’ (the Port’s) Management Discussion and Analysis (MD&A) of 
financial activities and performance for the fiscal years ended December 31, 2014 and 2013.  It 
provides an introduction to the Port’s 2014 financial statements.  Information contained in this MD&A 
has been prepared by the Port’s Finance Department and should be considered in conjunction with the 
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 marine terminal, marina and aviation services 
fostering economic activity within the district. The Port is supported primarily through user charges, 
property leases, 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.  In 2014, property taxes levied totaled $499,951, representing only 3.3% of total 
operating revenues. 
 

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 and prilled sulfur for international shipment.  Cap Sante Marina, one of the busiest 
public marinas in the state of Washington, provides a home for a variety of vessels including 
commercial fishing, recreational boats, brokerage firms and whale watching tour operators. The Port 
also operates the Anacortes Airport, which provides service for Anacortes, Skagit Valley and the San 
Juan Islands. 
 

Additionally, the Port maintains vibrant land-based businesses by providing improved property rentals, 
ground leases and warehouse space for several large employers, including the Washington State Ferry 
System, Dakota Creek Industries, Cortland Puget Sound Rope, the Marine Technical Skills Center, 
Anthony’s Restaurant and many other tenants.   
 

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 Marina, the in-water portion of Dakota Creek Shipyard (DCI) and 
the former Scott Paper Mill Site.  Long-term monitoring at these sites continues as required by permit 
and consent decree. 
 

In 2014, the Port, in partnership with DOE and Shell Oil Corporation, began construction of the former 
Shell Tank Farm site.  Completion is anticipated by the spring of 2015.  Also in 2014, the Port initiated a 
planning effort, funded by DOE under an Integrated Planning Grant, to prepare a redevelopment 
strategy for the recently acquired Quiet Cove property.  The planning incorporates a comprehensive 
perspective that includes assessments of market opportunities, infrastructure capacity, land use plans 
and regulations, geotechnical conditions, and environmental concerns.  The final report will be 
completed in early 2015.  
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In addition to Quiet Cove, planning and testing for remediation efforts at the Former Pier 2 Log Haul 
Out site (also known as “Log Pocket”) and the uplands portion of DCI, continue.   
 
INVESTMENT IN CAPITAL PROJECTS 

The 5-year Capital Improvement Plan (CIP) is largely made up of facility maintenance and improvement 
projects including those called for in the Port’s Comprehensive Plan. The Port Commission approved 
projects identified in the 2015 Plan on November 6, 2014. 
 
Funding options for the projects listed in the CIP include revenues from user fees and other Port 
operations, while tax funds will be utilized in accordance with Resolution #1147 and as approved by 
the Commission.  Any use of General Obligation Bonds for future projects must specifically be 
approved by the Commission. The Port sets funds aside monthly (as available) in its internal 
construction account allowing for capital projects to be more accurately budgeted on an annual basis. 
 
In 2014, the Port completed two essential safety projects to improve aircraft operations in and out of 
the Anacortes Airport; the installation of an Automated Weather Observation System (AWOS) and 
runway fog sealing and repainting. At Cap Sante Marina, the Port completed pre-construction elements 
for two 1-ton cranes at the commercial “T” dock.  Installation of the cranes is planned for early 2015.  
The Port also completed a preliminary grading and landscape design at the Marina’s North West Basin 
uplands, based on elements of the Comprehensive Plan.  
 
Continuing the 2013 focus on health and safety projects, the Port, in Fall of 2014, was awarded a 
Department of Homeland Security grant for security enhancements, including a surveillance system at 
the Marine Terminal’s Pier 1 facility. It is anticipated that the Port will continue the focus on 
maintenance projects which improve and enhance existing facilities in 2015 while preserving capital for 
larger, future projects.   
 

LINES OF BUSINESS 

Marine Terminal  
The Marine Terminal consists of three commercial docks, Pier 1, Pier 2 and Curtis Wharf.  The docks are 
utilized for various activities including refueling, clean-out, petroleum coke and prilled sulfur loading 
and staging/laydown areas for tenants.  Curtis Wharf, which is equipped with power and water, is also 
utilized for special community events.  Primary Marine Terminal property tenants include Dakota Creek 
Industries, Washington State Ferries, Cortland Puget Sound Rope and Transpac Marinas, Inc.  
Maintaining the piers is vital to both continue and expand Marine Terminal operations.  Projects such 
as replacing bulkhead walls, relocating and repairing dolphins and dredging continue to be a major 
focus of the Port’s Capital Improvement Plan.  Marine Terminal operations accounted for 45% of total 
operating revenues in 2014.  
 
Marina 
Cap Sante Marina strives to be the premier northwest public boating destination by continually 
providing exemplary personal customer service, first class facilities including state of the art concrete 
monolithic floats and Wi-Fi service, and safe moorage to both permanent and transient customers.  
The Marina actively supports community events such as the Waterfront Festival, Trawlerfest, 
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Anacortes Salmon Derby and the Spring and Fall Floating Boat Shows. Summer time boasts a myriad of 
activities, including the Friday Night Concert Series and the Wednesday Night Big Band Series at 
Seafarers’ Memorial Park as well as a host of boating rendezvous’ and sailing regattas. Primary Marina 
property tenants include Anthony’s Restaurant, the Marine Technical Skills Center, National Council for 
Air and Stream Improvements, Inc., Global Diving and Salvage, US Customs and Border Patrol and 
many yacht brokers and incubator businesses in the “Little Chicago” area near the Central Pier.   A 
major focus for the Marina continues to be the North West Basin Redevelopment Plan, which details 
significant upgrades and improvements to marina facilities and amenities, as well as promoting 
connectivity to downtown.  While these plans are quite extensive and will span many years into the 
future, more imminent projects include redevelopment of the Marina’s Commercial “A” Dock and 
three new cranes on “T” Dock, to better serve commercial and recreational customers alike.  Marina 
operations accounted for 53% of total operating revenues in 2014. 
 
Aviation 
The Anacortes Airport provides a vital link for commerce and public services to the San Juan Islands, 
including delivery of the U.S. mail.  The airport boasts a newly remodeled Pilot’s Lounge, approximately 
40 airport hangars, and office and warehouse buildings providing lease space for tenants who are 
integral parts of the economy within the district.  The airport’s primary tenants include Micro 
AeroDynamics, Aeronautical Services, Northwest Marine Technologies and Anacortes Aircraft 
Maintenance.  In 2014, the Port took over fuel operations and future plans include perimeter fencing 
repairs to prevent wildlife access and tree topping to maintain aircraft approach surfaces. Airport 
operations accounted for 2% of total operating revenues in 2014. 
 
FINANCIAL HIGHLIGHTS  

Operating revenues increased 8.6% from $13,923,942 in 2013 to $15,125,694 for the year ended 
December 31, 2014.  Net operating income was $642,677 (or 4% gross profit margin) as of December 
31, 2014, as compared to $699,953 (or 5%) as of December 31, 2013.  
 
Non-operating revenue for the year ended December 31, 2014 was $2,072,627 (of which, $499,951 
represented taxes levied).  This is an increase of $1,161,519 from 2013.  Non-operating expense for 
2014 was $10,585,660, which is an increase of $8,140,665 from 2013 and is largely attributable to 
compliance with GASB Statement No. 49.  Net non-operating expenses as of December 31, 2014 were 
($8,513,033). 
  
Capital grants totaled $256,700 in 2014, an increase from $123,749 in 2013.   
 
The Port had a net loss of ($7,613,656) for the year ended December 31, 2014, as compared to a net 
loss of ($966,140) in 2013.  Adherence to GASB Statement No. 49, required the recognition of 
remediation liability and expenses of approximately $9.6 million related to the Port’s newly acquired 
Quiet Cove property.  The Port was officially named a potentially liable party (PLP) in October 2014. As 
with the Port’s previous environmental remediation sites, the Port 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. 
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As of December 31, 2014, the Port had $54,100,273 (net of accumulated depreciation) in capital assets.  
The Port’s capital assets include land, structures, equipment and construction in progress. See Note 4 – 
Capital Assets and Depreciation for further information. 
 
Long-term debt (net of current portion and not including environmental remediation) totaled 
$12,053,467 as of December 31, 2014.  The current portion of long-term debt, including accrued 
interest payable, totaled $1,513,137 and the Port had $1,443,587 in sinking funds and reserves as 
required by bond indentures as of year-end. See Note 8 – Long-Term Liabilities for further information. 
 
The net liability for environmental remediation (per GASB Statement No. 49) increased $8,264,160 
from 2013 to 2014. The increase in net liability was primarily attributable to the Port named a 
potentially liable party (PLP) for the Quiet Cove property, which was acquired in 2013.  

 
Statements of Net Position 

 

As of December 31, 
 

2014) 
 

2013) 

    
 

Current assets  $    12,130,409   $    11,423,159  
Capital and other noncurrent assets  54,261,381  56,367,279 
Total Assets  66,391,790  67,790,438 

       
Deferred Outflows of Resources  251,549  281,044 

     
Current  liabilities  5,975,950  7,105,580 
Noncurrent liabilities  24,877,907  17,504,561 
Total Liabilities  30,853,857  24,610,141 

       
Deferred Inflows of Resources  429,818  488,021 

     
Invested in capital assets, net of related debt  40,692,914  41,372,804 
Restricted net assets  1,284,342  1,321,995 
Unrestricted net assets  (6,617,592)  278,521 

Total Net Position  $    35,359,664   $    42,973,320  
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BUDGETARY COMPARISONS 

Statements of Revenues, Expenses and Changes in Fund Net Position 
  

For the Year Ended December 31, 2014 2013 
OPERATING REVENUES 

  
 

Marine terminal  $              6,849,157   $               6,406,128  

 
Marina          7,968,939  7,262,863 

 
Airport             307,598              254,951  

    
 

Total Operating Revenues        15,125,694          13,923,942)  

    OPERATING EXPENSES 
  

 
General operations          8,306,974           7,673,048  

 
Facilities          1,154,594              708,519  

 
General and administrative          2,835,853           2,656,696  

 
Depreciation          2,185,596           2,185,726  

    
 

Total Operating Expenses        14,483,017  13,223,989 

    OPERATING INCOME 642,677 699,953 

    NON-OPERATING REVENUES (EXPENSES) 
  

 
Taxes levied             499,951              499,796  

 
Investment income                35,631              34,338 

 
Other income and taxes               85,751                75,224  

 
Net operating grant                  6,468                       3,397  

 
Gain on disposal of assets                 1,722              2,493 

 
Interest expense           (555,866)           (606,610) 

 
Environmental revenues           1,443,104              295,860  

 
Environmental remediation expense      (10,029,794)           (1,838,385) 

    
 

Net Non-Operating Expenses        (8,513,033)           (1,533,887) 

    LOSS BEFORE CAPITAL CONTRIBUTIONS AND   
PRIOR PERIOD ADJUSTMENTS             (7,870,356)             (833,934) 
    
 Capital Grants            256,700  123,749 

 
Prior Period Adjustments                        -  (255,955) 

 
  

  DECREASE IN NET POSITION $            (7,613,656) $              (966,140) 
Net Position - Beginning of Period 42,973,320 43,939,460 
Net Position - End of Period $ 35,359,664  $ 42,973,320  
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2014 Budgeted to Actual Comparison Schedule 

USING THE ANNUAL REPORT 

This report consists of a series of financial statements.  The Statement of Net Position (Balance Sheet) 
and the Statement of Revenues, Expenses and Changes in Fund Net Position (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 Position 
and the Statement of Revenues, Expenses, and Changes in Fund Net Position.  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 Position and the Statement of Revenues, Expenses, and Changes in Fund Net 
Position 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. 
 

  
Budgeted) 

 
Actual) 

Resources (Inflows) 
   

 
     
Marine Terminal  $              6,621,535   $    6,849,157  
Marina   7,701,881  7,968,939 
Airport  251,350            307,598  
Total Operating Revenue  14,574,766  15,125,694 

       
Charges to Appropriations (Outflows)     
General operations   $           7,865,929     $           8,306,974  
Facilities  1,187,400           1,154,594  
General and administrative  2,776,310            2,835,853  
Depreciation  1,921,656           2,185,596  
Total Operating Expenses  13,751,295         14,483,017  

       
Change in Operating Fund Balance  $             823,471   $               642,677 
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These two reports show the Port’s net position and the changes during 2014.   The Port’s net position 
is its assets plus deferred outflows of resources minus its liabilities and deferred inflows of resources.  
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 Jill Brownfield, Director 
of Finance and Administration, 100 Commercial Ave, Anacortes, WA  98221 or via phone at 
360-293-3134. 
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PORT OF ANACORTES 
STATEMENT OF NET POSITION 

December 31, 2014 
 
 
ASSETS 
Current Assets 

  
 

Cash and cash equivalents 
 

$                        7,346,652 

 
Restricted cash and cash equivalents 

 
1,443,587 

  
Total Cash and Investments  8,790,239 

    
Other Current Assets   

 
Taxes receivable 

 
10,089  

 
Accounts receivable (net of allowance for uncollectible) 1,225,215  

 Interest receivable  689 

 
Due from other governments 

 
1,159,706 

 
Fuel inventory 

 
45,703 

 
Prepaid expenses 180,839 

 
Current portion of environmental remediation 717,929 

  
Total Other Current Assets 

 
      3,340,170 

    

 
Total Current Assets 

 
12,130,409 

    
Noncurrent Assets 

  
 

Capital Assets Not Being Depreciated 
  

  
Land 

 
18,045,048 

  
Construction in progress 

 
545,373 

    
 

 
Capital Assets Being Depreciated 

  
  

Facilities 
 

65,707,195 

  
Equipment 

 
4,226,334 

  
Less: accumulated depreciation 

 
(34,423,677) 

 
Total Net Capital Assets 

 
       54,100,273  

     Other Noncurrent Assets 
  

  
Environmental remediation 161,108 

     
TOTAL ASSETS 

 
$             66,391,790 

   
DEFERRED OUTFLOWS OF RESOURCES   
 Bond discounts  22,098 
 Amount on refunding  229,451 
TOTAL DEFERRED OUTFLOWS OF RESOURCES $                           251,549 
The notes to the financial statements are an integral part of this statement.  
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PORT OF ANACORTES 
STATEMENT OF NET POSITION 

December 31, 2014 
 
LIABILITIES 
Current Liabilities 

  
 

Warrants payable 
 

$                   20,143 

 
Accounts payable 

 
1,628,909  

 
Accrued liabilities 

 
741,788  

 
Unearned income 

 
204,116  

 
Payables from restricted assets: 

  
 

   Interest payable 
 

159,245  

 
   Current portion of long-term debt 

 
1,353,892  

 Current portion of environmental remediation  1,867,857 

    
 

Total Current Liabilities 
 

5,975,950  

    Noncurrent Liabilities 
   General obligation bonds  11,655,000 

 
Contracts payable 

 
398,467  

 
Environmental remediation 

 
12,824,440 

    
 

Total Noncurrent Liabilities 
 

24,877,907  

    TOTAL LIABILITIES 
 

$            30,853,857 

    DEFERRED INFLOWS OF RESOURCES   
 Bond premiums  $                 429,818 
    
NET POSITION 

   
 

Invested in capital assets, net of related debt 40,692,914 

 
Restricted net assets 

 
1,284,342  

 
Unrestricted net assets 

 
(6,617,592) 

TOTAL NET POSITION 
 

$            35,359,664  
The notes to the financial statements are an integral part of this statement.  
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PORT OF ANACORTES 
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET POSITION 

For the Year Ended December 31, 2014 

         
OPERATING REVENUES 

  
) 

 
Marine terminal 

  
 $                    6,849,157  

 
Marina 

  
       7,968,939  

 
Airport 

  
          307,598  

 
Total Operating Revenues 

  
15,125,694 

     OPERATING EXPENSES 
   

 
General operations 

  
       8,306,974  

 
Facilities 

  
          1,154,594  

 
General and administrative 

  
       2,835,853  

 
Depreciation 

  
       2,185,596  

 
Total Operating Expenses 

  
     14,483,017  

     OPERATING INCOME 
  

642,677 

     NON-OPERATING REVENUES (EXPENSES) 
   

 
Taxes levied 

  
          499,951  

 
Investment income 

  
            35,631  

 
Miscellaneous taxes 

  
              7,050  

 
Other income 

  
            78,701  

 Net operating grant                 6,468  

 
Gain on disposal of assets 

  
              1,722  

 
Interest expense 

  
         (555,866) 

 
Environmental revenues  

  
       1,443,104  

 
Environmental remediation expense 

  
    (10,029,794) 

 
Total Non-Operating Expenses 

 
         (8,513,033) 

     LOSS BEFORE CAPITAL GRANTS                     (7,870,356) 

      Capital grants   256,700 

 
  

  
    

DECREASE IN NET POSITION 
  

                      (7,613,656)  
NET POSITION – BEGINNING OF PERIOD 

  
42,973,320 

NET POSITION – END OF PERIOD 
  

$                  35,359,664)  
The notes to the financial statements are an integral part of this statement.  
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PORT OF ANACORTES 
STATEMENT OF CASH FLOWS 

For the Year Ended December 31, 2014 
  

CASH FLOWS FROM OPERATING ACTIVITIES  
Receipts from customers  $ 14,697,209  
Payments to suppliers     (9,386,476) 
Payments to employees     (3,541,030) 
Net cash provided by operating activities       1,769,703  

 
 

CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES  
Payments for environmental expenses         (953,597) 
Receipts from environmental grants and settlements          296,899  
Net cash paid for other non-operating income            21,546  
Net cash used by non-capital financing activities        (635,152) 

 
 

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES  
Payments on revenue bonds and other debts      (1,245,000) 
Purchases of capital assets         (194,611) 
Interest paid on revenue & general obligation bonds        (571,693) 
Payments on contracts payable          (50,842) 
Interest on contracts payable          (30,192) 
Proceeds from Build America Bonds subsidy            72,395  
Cash received from property taxes          500,435  
Cash received from capital grants and due from other agencies           257,205  
Net cash (used) by capital and related financing activities     (1,262,303) 

 
 

CASH FLOWS FROM INVESTING ACTIVITIES  
Net Interest used on investments            35,749  
Net cash used by investing activities            35,749  
Net decrease in cash and cash equivalents          (92,003) 
 
CASH AND CASH EQUIVALENTS 

 

Beginning of the year       8,882,242  
End of year       8,790,239  
 (Decrease) in cash and cash equivalents          (92,003) 
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PORT OF ANACORTES 
STATEMENT OF CASH FLOWS 

For the Year Ended December 31, 2014 
 
Reconciliation of operating income to net cash provided by operating activities:  
Net operating income 642,677  
Adjustments to reconcile net operating income to net cash provided by operating activities:  
     Depreciation 2,185,596  
     (Increase) in accounts receivable (431,502) 
     (Increase) in inventory and prepaid expenses (9,324) 
     (Decrease) in accounts payable & other current liabilities (617,744) 
     Total adjustments 1,127,026 
Net cash provided by operating activities $1,769,703) 
The notes to the financial statements are an integral part of this statement.  
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PORT OF ANACORTES 
NOTES TO THE FINANCIAL STATEMENTS 

December 31, 2014 
 
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 public port district as a municipal corporation under the provisions of 
Chapter 53 of the Revised Code of Washington (RCW). 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 municipality providing marine 
terminal, marina and aviation services fostering economic activity within the district.  The Port 
is supported primarily through user charges, property leases, tariffs and fees. 
 
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 non-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 economic resources measurement focus.  This 
means that all assets and all liabilities (whether current or noncurrent) associated with their 
activity are included on their statements of net position (or balance sheets).  Their reported 

 
 
Washington State Auditor's Office

____________________________________________________________________________________________________________________  
 

Page 22



 

 

 
 

fund position is segregated into net investment in capital assets, restricted and unrestricted 
components of net position.  Operating statements present increases (revenues and gains) and 
decreases (expenses and losses) in net position. 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 Position. 
 
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, facilities, general and administrative 
expenses, and depreciation on capital assets. All revenues and expenses not meeting this 
definition are reported as non-operating revenues and expenses.  
 

C. Use of Estimates 
 
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. 
 

D. Assets, Liabilities and Net Position 
 

1. Cash and Cash Equivalents 

It is the policy of the Port to invest all temporary cash surpluses. At December 31, 2014, 
the Port held $8,790,239 in cash and short-term investments. This amount is classified 
on the Statement of Net Position as cash and investments. 
 
For purposes of the Statement of Cash Flows, the Port considers all highly liquid 
investments, including restricted assets, with maturity of three months or less when 
purchased to be cash equivalents. 
 

2. Receivables 

Taxes receivable consist of property taxes and related interest and penalties 
(See Note 3). Interest receivable consists of amounts earned on investments, notes, and 
contracts at the end of the year. 
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Accounts receivable consist of amounts owed from private individuals or organizations 
for goods and services including amounts owed for which billings have not been 
prepared.   
 
Receivables have been recorded net of estimated uncollectible amounts.  Because 
property taxes and special assessments are considered liens on property, no estimated 
uncollectible amounts are established for these items.  Allowance for uncollectible 
amounts consists of the estimated amounts of customer accounts, notes and contracts 
that will never be collected.  Estimated uncollectible amounts for trade receivables are 
$1,741,371 as of December 31, 2014 (See Note 11 – Other Disclosures). 
 

3. Due from Other Governments 

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

4. Fuel Inventory 
 
Reported fuel inventory is gasoline and diesel fuel held at the Port’s marina fuel dock 
and airport fuel island as of December 31, 2014.  Inventory has been valued based on 
the First In First Out (FIFO) method of accounting, which approximates fair market 
value. 
 

5. Prepaid Expenses 
 
Prepaid expenses represent amounts paid in advance for items of future benefit.  The 
amount reported on the Statement of Net Position primarily consists of prepaid 
insurance for the Port’s property and general liability coverage. 
 

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 in the liabilities section 
of the Statement of Net Position. Specific debt service requirements are described in 
Note 8 – Long-Term Liabilities. The restricted assets are composed of the following: 
 
Cash and investments-debt service $   1,443,587  
Cash and investments-construction 0 
Total $   1,443,587  

 
7. Capital Assets and Depreciation (See Note 4) 

 
8. Compensated Absences 

In accordance with GASB Statement No. 16, Accounting for Compensated Absences, the 
Port accrues a liability for compensated absences.   
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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 wage and employee benefit liabilities and leasehold taxes 
payable.  
 

10. Unearned Income 

This account includes amounts recognized as receivables (assets) but not revenues 
because the revenue recognition criteria have not been met and consists primarily of 
customer deposits. 
 

11. Long-Term Debt (See Note 8) 
 

12. Deferred Inflows/Outflows of Resources 
 

In accordance with GASB Statement No. 63, Financial Reporting of Deferred Outflows of 
Resources, Deferred Inflows of Resources and Net Position, the Port reports separate 
sections for these items on the Statement of Net Position.  As of December 31, 2014, 
the Port recorded deferred inflows of resources of $429,818, which are bond premiums 
to be amortized over the lives of the bond obligations.  Deferred outflows of resources 
totaled $251,549 as of December 31, 2014 and represent bond discounts and a deferred 
loss on refunding to be amortized over the lives of the bond obligations. 

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.  
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B. Investments  
 

As of December 31, 2014, the Port had the following investments: 
 

Investment Fair Value 
State Investment Pool $8,386,838 

 

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. (State law 
allows for the sale of property for failure to pay taxes.) 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 $0.45 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. 

 

The Port’s regular levy for 2014 was $.091 per $1,000 on an assessed valuation of $5,469,788,859 
for a total regular levy of $500,000.  In 2013, the regular levy was $500,000. 
 

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 fair 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. 
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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. 
 
Capital assets activity for the year ended December 31, 2014 was as follows: 

 

 

 Beginning   Ending 
 Balance   Balance 
 12/31/2013 Increases Decreases 12/31/2014 
Capital assets, not being depreciated:     
     Land 18,045,048 -  -  18,045,048 
     Construction in progress 503,974 179,032  (137,633) 545,373 
Total capital assets, not being depreciated: 18,549,022 179,032 (137,633) 18,590,421 
Capital assets being depreciated:         
     Facilities 65,657,198 51,608 (1,611) 65,707,195 
     Machinery and Equipment 4,107,865 118,469 -  4,226,334 
Total capital assets being depreciated: 69,765,063 170,077 (1,611) 69,933,529 
Less accumulated depreciation for:         
     Facilities 30,447,099 1,821,317 -  32,268,416 
     Machinery and Equipment 1,790,982 364,279 -  2,155,261 
Total accumulated depreciation 32,238,081 2,185,596 -  34,423,677 
Total capital assets, being depreciated, net $37,526,982 $(2,015,519) $(1,611) $35,509,852 
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C. Construction in Progress and Commitments 
 
The Port has active construction projects as of December 31, 2014.  These projects include: 
 

PROJECT AMOUNT SPENT TO DATE 
P-Q Dock Small Craft Launch  $                                         272  
M-N-O Dock Dredging                                      117,046  
West and North Basin Upland Planning                                        64,123  
A Dock Demo and Replacement                                        11,830  
North Basin In Water Redevelopment                                          6,764  
T Dock                                        67,054  
Airport Fog Seal                                      211,096  
Warehouse #7 Expansion                                        13,500  
Pier 2 Dolphin Relocation                                        12,804  
Pier 1                                        25,100  
MPO Remodel                                         15,784  

Total Construction In Progress  $                               545,373  
 
At year-end the Port had no material unfulfilled commitments with contractors. 

 

NOTE 5 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY 
 

At December 31, 2014 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; or it may be downloaded from the DRS website at www.drs.wa.gov. 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.   
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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; employees of 
legislative committees; employees of district and municipal courts; and employees of local 
governments.  Membership also includes higher education employees not participating in higher 
education retirement programs.  Approximately 49 percent of PERS salaries are accounted for by 
state employment.  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 employees, or September 1, 2002 for local 
government employees have the irrevocable option of choosing membership in either PERS Plan 2 
or Plan 3.  The option must be exercised within 90 days of employment.  Employees who fail to 
choose within 90 days default to Plan 3. 
 
PERS is comprised of and reported as three separate plans for accounting purposes:  Plan 1, 
Plan 2/3, and Plan 3.  Plan 1 accounts for the defined benefits of Plan 1 members.  Plan 2/3 
accounts for the defined benefits of Plan 2 members, and the defined benefit portion of benefits 
for Plan 3 members.  Plan 3 accounts for the defined contribution portion of benefits for Plan 3 
members.  Although members can only be a member of either Plan 2 or Plan 3, the defined benefit 
portions of Plan 2 and Plan 3 are accounted for in the same pension trust fund.  All assets of this 
Plan 2/3 may legally be used to pay the defined benefits of any of the Plan 2 or Plan 3 members or 
beneficiaries, as defined by the terms of the plan.  Therefore, Plan 2/3 is considered to be a single 
plan for accounting purposes. 
 
PERS Plan 1 and Plan 2 retirement benefits are financed from a combination of investment earnings 
and employer and employee contributions. Employee contributions to the PERS Plan 1 and Plan 2 
defined benefit plans accrue interest at a rate specified by the Director of DRS.  During DRS’ Fiscal 
Year 2013, the rate was five and one-half percent compounded quarterly.  Members in PERS Plan 1 
and Plan 2 can elect to withdraw total employee contributions and interest thereon, in lieu of any 
retirement benefit, upon separation from PERS-covered employment. 
 
PERS Plan 1 members are vested after the completion of five years of eligible service. 
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PERS Plan 1 members are eligible for retirement from active status at any age with at least 30 years 
of service, at age 55 with 25 years of service, or at age 60 with at least 5 years of service.  Plan 1 
members retiring from inactive status prior to the age of 65 may receive actuarially reduced 
benefits. 
 
The monthly benefit is 2 percent of the average final compensation (AFC) per year of service, but 
the benefit may not exceed 60 percent of the AFC. The AFC is the monthly average of the 24 
consecutive highest-paid service credit months. 
 
PERS Plan 1 retirement benefits are actuarially reduced to reflect the choice, if made, of a survivor 
option. 
 
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.  The benefit 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, at which time the benefit is converted to the member’s service 
retirement amount. 
 
A member with five years of covered employment is eligible for non-duty disability retirement.  
Prior to the age of 55, the benefit 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. Plan 1 
members may elect to receive an optional COLA amount (based on the Consumer Price Index), 
capped at 3 percent annually. To offset the cost of this annual adjustment, the benefit is reduced. 
 
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.  The AFC is the monthly average of the 60 
consecutive highest-paid service months. 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 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, if hired prior to May 1, 2013: 
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With a benefit that is reduced by 3 percent for each year before age 65; or 
 
With a benefit that has a smaller (or no) reduction (depending on age) that imposes stricter return-
to-work rules. 
 
PERS Plan 2 members hired on or after May 1, 2013 have the option to retire early by accepting a 
reduction of 5 percent for each year of retirement before age 65.  This option is available only to 
those who are age 55 or older and have at least 30 years of service. 
 
PERS Plan 2 retirement benefits are actuarially reduced to reflect the choice, if made, of a survivor 
option. 
 
PERS Plan 3 has a dual benefit structure.  Employer contributions finance a defined benefit 
component and member contributions finance a defined contribution component.  As established 
by Chapter 41.34 RCW, employee contribution rates to the defined contribution component range 
from 5 percent to 15 percent of salaries, based on member choice.  Members who do not choose a 
contribution rate default to a 5 percent rate.  There are currently no requirements for employer 
contributions to the defined contribution component of PERS Plan 3. 
 
PERS Plan 3 defined contribution retirement benefits are dependent upon the results of investment 
activities.  Members may elect to self-direct the investment of their contributions.  Any expenses 
incurred in conjunction with self-directed investments are paid by members.  Absent a member’s 
self-direction, PERS Plan 3 contributions are invested in the Retirement Strategy Fund that assumes 
the member will retire at age 65. 
 
For DRS’ Fiscal Year 2013, PERS Plan 3 employee contributions were $99.0 million, and plan refunds 
paid out were $69.4 million. 
 
The defined benefit portion of PERS Plan 3 provides members a monthly benefit that is 1 percent of 
the AFC per year of service.  The AFC is the monthly average of the 60 consecutive highest-paid 
service months. There is no cap on years of service credit, and Plan 3 provides the same cost-of-
living allowance as Plan 2. 
 
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 by 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: 
 
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. 
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If they have 30 service credit years and are at least 55 years old, and were hired before May 1, 
2013, 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. 
 
If they have 30 service credit years, are at least 55 years old, and were hired after May 1, 2013, 
they have the option to retire early by accepting a reduction of 5 percent for each year before 
age 65. 
 
PERS Plan 3 benefits are actuarially reduced to reflect the choice, if made, of a survivor option. 
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 members meeting specific eligibility requirements have options available to enhance their 
retirement benefits.  Some of these options are available to their survivors. 
 
A one-time duty-related death benefit is provided to the beneficiary or the estate of a PERS 
member who dies 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 the 
member’s covered employment, if found eligible by the Department of Labor and Industries. 

 
There are 1,176 participating employers in PERS.  Membership in PERS consisted of the following 
as of the latest actuarial valuation date for the plans of June 30, 2013: 
 
Retirees and Beneficiaries Receiving Benefits 85,328 
Terminated Plan Members Entitled to but not yet Receiving Benefits 31,047 
Active Plan Members Vested 150,706 
Active Plan Members Non-vested 101,191 

Total 368,272 
 
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 
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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. 
The required contribution rates expressed as a percentage of current year covered payroll, as of 
December 31, 2014, were as follows: 
 
 

PERS Plan 1 PERS Plan 2 PERS Plan 3 
Employer* 9.21%** 9.21%** 9.21 %*** 

Employee 6.00%**** 4.92%**** ***** 

* The employer rates include the employer administrative expense fee currently set 
at 0.18%. 

** The employer rate for state elected officials is 13.73 % for Plan 1 and 9.21 % 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 4.92% 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  
2014 $         - $         155,933 $           19,324 
2013 $         - $         146,506 $           10,639 
2012 $         - $         124,039 $           5,831 

 
NOTE 7 - RISK MANAGEMENT 

 
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. 
 
To limit exposure, 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 
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maintains a separate policy for airport liability with a limit of $10 million combined bodily injury 
and property damage. 
 
Commercial property coverage currently valuing insured assets at $106,502,930 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 for earthquake, $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 and employment practices 
liability to a limit of $5,000,000 with a $25,000 deductible and crime (employee dishonesty with 
faithful performance of duty) to a limit of $2,000,000 with a deductible of $2,500. The Port 
maintains standard business automobile coverage with a limit of $1 million. 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. Cyber coverage is in effect with a Third Party 
limit of $2,000,000 with a $50,000 deductible. 
 

NOTE 8 - LONG-TERM LIABILITIES  
 

A. Long-Term Debt 
 
The Port issues general obligation and 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 
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  

Limited Tax General Obligation 
Refunding Bonds, 2012 
Purpose: Refunding  5,075,000  

9/1/2014 - 
9/1/2024 

2.75% - 
4.00%    4,755,000  

Total General Obligation Bonds       $ 12,255,000  
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The annual debt service requirements to maturity for general obligation bonds are as follows: 
 

 
Year Ended December 31, Principal Interest 

2015 600,000  497,093 
2016 1,335,000  479,093  
2017 1,300,000 441,530 
2018 1,345,000 398,020 

2019-2024 7,675,000 1,282,267 
Total $ 12,255,000  $ 3,098,003  

 

The revenue bonds currently outstanding are as follows: 
 

  Original Maturity Interest Amount 
Issue Name and Purpose Amount Range Rate Outstanding 
Revenue Refunding Bonds, 2009 
Purpose: Refunding 

 
   4,700,000 

9/1/2010 -
9/1/2015 

3.00% -
4.00% 

 
$ 700,000  

Total Revenue Bonds    $ 700,000 
 

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

Year Ended December 31,  Principal Interest 
2015 700,000 28,000 
Total $  700,000 $         28,000 

 
At December 31, 2014, 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, 2014, 
the balance of the payable to the City totaled $452,360. 
 

B. Environmental Remediation Liability 
 

Current and long-term environmental remediation liability totaled $14,692,297 as of 
December 31, 2014. See Note 13 for further discussion of pollution remediation obligations.  
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C. Changes in Long-Term Liabilities 
 
During the year ended December 31, 2014, the following changes occurred in long-term 
liabilities: 

 

 
Beginning     Ending Due 

 
Balance Additions Reductions Balance Within 

 
12/31/2013     12/31/2014 One Year 

G.O. bonds payable $ 12,575,000 
 

(320,000) $ 12,255,000 $     600,000        
Issuance 
premiums/discounts 181,266 

 
(14,016) 167,250 - 

Revenue bonds 1,625,000 
 

(925,000) 700,000 700,000 
Issuance 
premiums/discounts 25,711 

 
(14,692) 11,019 - 

General Facilities 
Charge Contract 503,201 

 
(50,841) 452,360 53,892 

Environmental 
remediation 7,344,975 7,347,322 

 
14,692,297 1,867,857 

Total long-term 
liabilities $ 22,255,153 $ 7,347,322 $(1,324,549) $ 28,277,926 $   3,221,749 

 
NOTE 9 - RESTRICTED COMPONENT OF NET POSITION 

 
The Port’s Statement of Net Position reports $1,284,342 of restricted component of net position, of 
which $0 is restricted by enabling legislation. 
 

NOTE 10 - 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 11 - OTHER DISCLOSURES 
 
A. Extraordinary Items 

 
During 2013, a contract between the Port and one of its major marine terminal customers expired. 
A new contract was signed February 20, 2015. The accounts receivable and corresponding revenue 
balances in the financial statements as of December 31, 2014 have been adjusted based on the 
terms of the signed agreement.  With the exception of this particular customer, the Port’s 
allowance for uncollectible amounts is consistent with prior years based on actual annual accounts 
receivable write-offs. 

 

NOTE 12 - SEGMENT ACTIVITY  
 
The Port operates a marine terminal, marina and airport, which are financed primarily by user 
charges. The key financial data for the year ended December 31, 2014 for these activities is as 
follows (in thousands): 
 

 

Marine 
Terminal Marina Airport Other Total 

Total Operating Revenues   $       6,849   $ 7,969   $   308   $      -     $     15,126  
Operating Expenses:  

    
  

Operations  3,496 4,664 147 - 8,307 
Administrative & Facilities 1,906 1,925 273 (114) 3,990 
Depreciation  888 887 297 114 2,186 

Total Operating Expenses  6,290 7,476 717 -  14,483 
Operating Income (Loss)  559 493 (409) -  643 
Tax Revenues  

   
500 500 

Non-Operating Revenues  
net of Expenses  

   
(9,013) (9,013) 

Capital Grant 257    257 
NET INCOME (LOSS)   $       816   $  493   $(409) $(8,513) $     (7,613)  
       
Land, Facilities & Equip (Net)  $      13,436 $34,034 $5,392 $    693 $      53,555 
Construction in Progress                 545 
NET CAPITAL ASSETS           $     54,100  

 
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. 
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NOTE 13 - 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 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 six sites constitute the Port’s pollution 
remediation obligations.  
 
Current and long-term liabilities as of December 31, 2014 totaled $14,692,297. Corresponding 
receivables that are considered realizable recoveries as of December 31, 2014 totaled $879,037.  
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: 
 

 2015 2016 
2017 and 

Thereafter 
Pollution remediation 
outlays $ 1,867,857 $ 968,239 $ 11,856,201 

Realizable recoveries 717,929 23,450 137,658 

Total Net Outlays $ 1,149,928 $ 944,789 $ 11,718,543 
 

Pollution Remediation Obligations 
• All six projects are Port-owned properties. As owner of the six 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. 
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• At each Site, the Port has been 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. 

• The study and cleanup costs at these six 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, Former Log Haul Out Site and 
Quiet Cove Site. 

• Liabilities are measured at the probability 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.  
The Port signed the Consent Decree from Washington State Department of Ecology (DOE) for the 
work completed in late 2013.  The Port expects to spend an additional $263,285 in additional 
outlays as of December 31, 2014, shared 50% by insurance recoveries and a 50% grant through 
DOE. 
 
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 uplands portion of the site are 
expected to conclude in 2018. Total estimated future outlays for this site as of December 31, 2014 
totaled $2,334,328, shared 50% by insurance recoveries and a 50% grant through DOE. 
 
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. Eelgrass and groundwater monitoring are ongoing as required by DOE and Core of 
Engineers permits.  Total estimated future outlays for long-term monitoring for this site as of 
December 31, 2014 totaled $281,155, shared by insurance recoveries, Kimberly-Clark and the Port. 
 
Former Shell Tank Farm Site 
The Port is owner of the property. Construction on the site commenced in October 2014. Cleanup 
tasks include excavation and disposal of contaminated soils and replacement of crushed gravel and 
paved sidewalks. The site, once completed will revert to its current use as a parking lot for boat 
trailers.  Construction is anticipated to be completed in spring of 2015, at which time post-
construction monitoring will begin.  Total estimated future outlays for this site as of December 31, 
2014 totaled $1,476,920 shared 50% by Safeco (Liberty Mutual) and the Port through a 50% grant 
from DOE. 
  
Former Log Haul-Out Site 
The Port is owner of the property and received notification from DOE that it is a Potentially Liable 
Party (PLP) via a PLP letter received in April 2014.  The Port is currently studying the environmental 
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conditions at the site and plans to begin actual remediation activities in late 2017 or early 2018.   
Total estimated future outlays for this site as of December 31, 2014 totaled $4,100,000 shared 50% 
by insurance recoveries and 50% through a grant from DOE. 
 
Quiet Cove Site 
The Port acquired this site in June of 2013 and received PLP status from DOE in October 2014.  
Historically, the site had been used for bulk fuel storage.  The Port initiated a planning effort, 
funded by DOE under an Integrated Planning Grant, to prepare a redevelopment strategy for the 
site and the final report is due in early 2015.  Remediation activities are anticipated to be 
completed in the next two years.  Total estimated future outlays for this site as of December 31, 
2014 totaled $9,628,370.  As with the other projects, the Port anticipates these costs be shared by 
former tenants and/or their former insurance policies, Port’s own insurance policy and DOE grant 
funds. 
 
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, 2014.  In addition, any adjustments to liabilities are reported as more information 
becomes available or as projects meet 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 2019. 
 
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 $8,901,451 in future 
expected recoveries that are not yet included on the balance sheet as of December 31, 2014.  
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. 
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NOTE 14 - 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 non-recourse 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, 2014. 
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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. 

We work with our audit clients and citizens to achieve our vision of government that works for 
citizens, by helping governments work better, cost less, deliver higher value, and earn greater 
public trust. 

In fulfilling our mission to hold state and local governments accountable for the use of public 
resources, we also hold ourselves accountable by continually improving our audit quality and 
operational efficiency and developing highly engaged and committed employees. 

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. 

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 as well as fraud, state whistleblower and citizen hotline investigations.  

The results of our work are widely distributed through a variety of reports, which are available 
on our website and through our free, electronic subscription service.  

We take our role as partners in accountability seriously, and provide training and technical 
assistance to governments, and have an extensive quality assurance program. 

Contact information for the State Auditor’s Office 

Deputy Director for Communications 

 

 

 Thomas Shapley 

Thomas.Shapley@sao.wa.gov 

 (360) 902-0367 

Public Records requests  (360) 725-5617 

Main telephone  (360) 902-0370 

Toll-free Citizen Hotline  (866) 902-3900 

Website www.sao.wa.gov 
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