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Port of Edmonds
December 31, 2003

Management Discussion and Analysis

The discussion and analysis of the Port of Edmonds® financial performance provides an overview
of the Port’s financial activities for the fiscal vear ended December 31, 2003. Please read it in
conjunction with the Port’s financial statements which begin on page 8.

The Port of Edmonds is a Special Purpose Municipal Government, Ports exist to build
infrastructure and promote sconomic development within their districts. Ports are often, though
not always, involved in transportation activities,

The Port of Edmonds was created in 1948 by a vote of the citizens of the Port District. The
district encompasses half of the City of Edmonds and all of the Town of Woodway., The Port of
Edmonds operates a marina for recreational boating on Puget Sound. The Port rents its land to
commercial users who then build suitable facilities on the land. Additionally, the Port rents
portions of two buildings to a yacht broker, two restaurants, and a yacht club,

Five elected Port Commissioners administer the Port, In secordance with the laws of
Washington, the Commissioners have appointed an Executive Director to manage Porl
operations.

The Port maintains the Port of Edmonds marina. The facility consists of the marina with over
670 slips, a dry stack storage facility with over 275 spaces, two public boat launches, a workyard,
a fuel dock, guest moorage, offices, and parking facilities.

In addition to the Port’s operating businesses, it is managing a complex and costly cleanup of
environmental damages caused by a former owner of the property. The Environmental
Remediation Site is currently contaminated with tar-like asphalt batch plant residuals that seeped
into the ground.

Ports perform their accounting and financial reporting for their activities very much like a
business. The Port prepares an income statement, manages operations, and plans capital
investment strategies, However, Ports are municipal governments. As such, Ports collect
property tax revenues from the property owners within the Port distriet. These tax revenues go to
support the capital investments made by the Port. Often, Ports will use tax revenues to pay for
debt incurred to construct facilities that are used to support Port functions. Sometimes, Ports will
use a portion of their tax revenue to pay for operating expenses. The Port of Edmonds uses its
tax revenue to pay for Commission costs and public amenities,

The Government Accounting Standards Board has prescribed a new method of financial
reporting for all government entities, The Port of Edmonds is adopting this model of reporting
this year. Because the reporting format is different than in the past, comparative financial
statements are not required under GASE 34,
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Issues Facing the Port

There are major issues facing the Port that could result in material changes in its financial
position in the long term. Among those issues are:

1. Washington State Initiative 864 may be placed on the state ballot in November 2004. If it
passes, the Initiative would reduce Port property taxes collected by 25% per year
beginning in 2005, Bond rating is also dependent on the Port's taxing ability. If nitiative
864 passes, the interest rate of bonds issued in the future may be impacted.

2. Harbor Square Associates, one of the Port's land tenants, filed a lawsuit in 2003 against
the Port of Edmonds asserting that the property it leases from the Port is contaminated
with hazardous substances and sceks clean up, remediation, and restoration of the
property and recovery of damages and losses allegedly incurred as a result of the
contamination. This litigation is currently pending,

3. The Port of Edmonds filed a lawsuit in 2003 against the former owner of the property,
Union Oil Company of California contending that Unocal is responsible for any
contamination of the property owned by the Port. This litigation is currently pending,

4. The Port of Edmonds plans to replace its north seawall and timber bulkhead in 2006 at an
estimated cost of §1,400,000.

5. The Port of Edmonds is planning to replace its administration building in 2005 at an
estimated cost of §2, 500,000,

6. The Port of Edmonds determined that one of its land tenants had under reported
approximately $143,000 in rent to the Port of Edmonds. Payment of this rent has not vet
been remitted by the tenant.

Using the Annual Report

This report consists of a series of financial statements. The Statement of Net Assets (formerly
known as the Balance Sheet) and the Statement of Revenues, Expenses, and Changes in Fund
Net Asscts (formerly known as the 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 of Edmonds operates using a series of separate funds, All of the Port’s operations are
accounted for in the Proprietary Fund, Revenue bond financing transactions are accounted for in
separate cash bond funds. There are no other Restricted or Limited Purpose funds of the Port of
Edmonds.

GASB 34 requires a separate fund financial statement for cach Port fund that is supported by a
separate debt issue, All of the Port bond issues are general in nature and are obligations of the
Port as a whole, Therefore, all of the assets and liabilities of the Port are presented in one
Proprietary Fund. No allocation of assets or lisbilities to particular lines of business is required
by GASEB 34 and no such information is presented in these financial statements, The Port does
not maintain any trustee or agency funds,



































































































