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Operating Variance Explanation 
 
Total operating revenues are $8.0 million, which is $1.1 million or 16% higher than budget. 
The operating expenses are $5.5 million, which is ($16k) or (0%) under budget.  Operating 
net surplus before depreciation is $2.5 million which is a favorable variance of $1.1 million 
or 85%. The higher revenue is primarily attributed to log export activity, which is reflected 
in higher Marine Terminal dockage, wharfage and services, Log Yard land services and 
equipment rental, and land lease/rent revenue for log export activity. These higher 
revenues were partially offset by lower Rental Property revenues due to additional time 
required to re-negotiate complex leases and increased lease rates, and some lease 
cancellations. Expenses overall were under due to lower outside services (business 
development, legal, strategic planning, environmental compliance, PMA engineering 
survey), lower marketing and public information due to half year vacancy in the Business 
Development position, lower travel due to Business Development vacancy and timing, and 
$112.5k contingency placeholder. Cost savings were partially offset by higher dues 
(WPPA Assessment for branding and AKART) and higher labor, fuel, utility and equipment 
maintenance costs related to higher Marine Terminal and Log Yard activity. Utility pass-
thru costs are higher than budget due to increased activity at the Marine Terminal and 
changes in recording of utilities at the marinas. The utility pass-thru revenue offsets these 
higher costs.  
 
Non-Operating Variances Explanation 
 
The following explanation is based on Non-Operating across all departments, not just the 
Non-Operating (90) department.  
 
Non-Operating General: The general surplus is $667k which is $401k or 151% higher than 
budget. Timber taxes continue to be on an upward trend and are higher than budget. The 
Ecology grant for K-Ply is under budget because insurance proceeds have been used 
instead. Expenses for the environmental projects are under budget as most expenses 
continue to be paid by insurance. 
 
Non-Operating Capital Related: The capital related surplus is $1.5 million which is $505k 
or 49% over budget primarily due timing of grant revenues and an accounting practice 
change (GASB 65 required the Port to expense all remaining bond issue costs in 2013 
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instead of recognizing them over the life of the bond). Property taxes are on track with 
budget. 
 
 
Port-Wide Activity versus Department Activity 
 
We will continue to refine internal reporting. As we make changes that result in differences 
between the adopted budget and the budget to actual reports, they will be noted in this 
section. 
 

• Salary & Benefits: We are continuing to refine how we record salaries and benefits 
to each department.  In April 2014, the budget for security wages was moved from 
Marine Terminal to Administration since Administration is the home department for 
security staff. The Marine Terminal will receive a charge-out expense for security 
services and Administration will be reimbursed.  The move does not affect wages in 
total. It is a re-distribution of approved 2014 Budget funds to be in synch with the 
accounting entries and facilitate review of financial statements. 

• Utility Pass-Thru: Due to physical layout of electricity service lines, some electricity 
bills are paid for by the Port and then rebilled to the customers/tenants. A full 
analysis of these Utility accounts was completed during 2nd Qtr.  We are now able 
to distinguish between electricity for Port use versus electricity used by 
customers/tenants. The budget was moved between accounts to more accurately 
reflect actual activity.  

o Port Angeles Boat Haven - $87k budget dollars moved from Electricity  
Expense to Utility Expense Pass Thru.  Most electricity costs are passed on 
to customers. 

o Rental Properties - $19k budget dollars moved from Electricity Expense to 
Utility Expense Pass Thru.  Most Electricity costs are paid by the tenants. 

• Depreciation Expense: In the 2nd quarter reports, we added depreciation expense to 
each department. This is the result of implementing a fixed asset system. 

• Revenues, operating expenses & depreciation for the Boat Yard were moved to the 
new line of business, Marine Trades Area (MTA).  Revenues associated with the 
Travel Lift/Piers were also moved from Marine Terminal to MTA.  All Boat Yard 
activity is now considered MTA.  Both actuals and budget were moved for 2014. 

• Lease revenues were moved between departments to better align with the 
Economic Impact Study and line of business (LOB) analysis. 
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Adopted Budget and Report Budget: The following table summarizes the differences 
between the adopted budget and the budget in the financial statement variance reports.  
 

 Approved Report Report Over (Under) Approved 
Operating    
Revenues $ 9,148,142 $ 9,148,142 • No changes in total. 

o Moved $305,100 BY revenue to new 
MTA dept. 

o Moved $22,125 MT Travel Lift/Pier 
revenue to new MTA dept. 

o Moved $88,286 lease revenue from 
RP to MT due to LOB re-structures. 

o Moved $95,460 lease revenues from 
RP to MTA due to LOB re-structures. 

o Moved $19k lease revenues from LY 
to MT due to LOB re-structures. 

o Moved $1,050 lease revenues from 
MT to PABH due to LOB re-
structures. 

Expenses $ 7,341,170 $ 7,341,170 • No changes in total. 
o Moved security wages to Admin with 

charge-out expense to Marine 
Terminal. 

o Moved dollars from electricity utility 
expense to utility pass-thru expense. 

o Moved $213,464 BY expenses to new 
MTA dept. 

o Moved $23k wages from FM to FIA to 
correct home department error. 

Surplus $ 1,806,972 $ 1,806,972 This is before $1,968,000 in depreciation 
Non-Operating    
Revenues 
 General 
 Capital 
    Total 

 
$  618,000 

$ 3,339,905 
$ 3,957,905 

 
$   618,000 
$3,339,905 
$3,957,905 

• No changes in 3rd Quarter 2014 

Expenses 
 General 
 Capital 
    Total 

 
$   264,000 
$   412,850 
$   676,850 

 
$   264,000 
$   412,850 
$  676,850 

• No changes in 3rd Quarter 2014 

Surplus 
 General 
 Capital 
    Total 

 
$   354,000 

$ 2,927,055 
$ 3,281,055 

 
   $  354,000 

$2,927,055 
$3,281,055 

 

Net Surplus $5,088,027 $ 5,088,027 This is before $1,968,000 in depreciation 
Depreciation $1,968,000 $1,968,000  
Net Surplus $3,120,028 $3,120,028 Net Surplus after Depreciation 
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Department Budget Variance Explanation 
 
 Variance Explanation of Variance 
Operating 
Revenues 

$1.1M or 
16% 
higher 

 

Marine 
Terminals 

$1.0M or 
50% 
higher 

Revenues are higher primarily due to log exports. There were 
a high number of cargo vessels in the 1st, 2nd & 3rd quarters. 
Log export related revenues: $299k Cargo Dockage, $298k 
Wharfage, $181k Services (loading x-dock); $70k Layberth; 
and $35k security Labor Services.  Dockage repair for 
vessels other than tankers is also higher than budgeted at 
$18k.  Increased Utility Sales-Pass Thru at $37k due to 
increased activity for vessels under repair. Future moorage 
revenue will be reduced by $4k/month or $20k for the year 
due to the departure of an MSRC vessel. 

Marine 
Trades Area 

$2k or 1% 
higher 

Revenue essentially on-budget. Started separately recording 
User Fees for Port labor services on wastewater treatment 
for a boat repair customer. Higher yard fees, but lower haul-
outs and equipment rentals. 

Log Yard $184k or 
14% 
higher 

Revenues are higher due to log export activity. $153k 
Handling Land Services (higher mbf export and load outs); 
and $90k Equipment Rental to support log export activity. 
This was offset by: ($13k) lower handling water services 
(rafting) due to lack of domestic customers; ($21k) 
seasonality of round boom & vessel tending; ($13k) water 
staging fees. Land rental is ($27k) below budget due to 
timing of renegotiating existing leases and one lease started 
late January. Also, a $1,500/month rental ended on April 30. 
The available area is now being used for Port Log Yard 
activities. 

Airports $45k or 
16% 
higher 

Revenues are higher due to new log storage rent revenue. 
This was partially offset by lower Hangar and Landing Fee 
revenues.  Landing Fees are ($2k) below budget. Hangar 
receipts are ($10k) lower than budget. All real estate rentals 
(Land, Structure & Use Agmts) are $52k above budget due 
to additional log storage revenues. Utility pass thru revenue 
is slightly higher and is offset by higher utility pass-thru costs. 
Commercial air service ended mid-November and will affect 
future revenue. 

PA Boat 
Haven 

$10k or 
1% higher 

Revenues are on track with budget. The Commission voted 
to roll-back rates effective August 1. This did not have much 
of an impact since moorage revenues are trending higher 
than budget. Transient moorage is up $4k. Utility pass-thru 
revenues are below budget (budget was set too high, it was 
before we completed the utility analysis.) 
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 Variance Explanation of Variance 
John Wayne 
Marina 

$45k or 
5% higher 

Revenues are higher primarily due to increased fuel sales. 
The Commission voted to roll-back rates effective August 1. 
This did not have much of an impact since moorage 
revenues are trending higher than budget. Transient 
moorage is up $7k.  Gasoline Fuel sales are $31k higher 
than budget, reflecting the increased activity at the marina. 

Boat Yard See MTA Revenue moved to Marine Trades Area (MTA). 
Public Boat 
Ramps 

$2k or 4% 
higher 

Revenue higher primarily due to stronger sales of annual 
launch permits than estimated. 

Rental 
Properties 

($187k) or 
(16%)  
lower 

Revenues are under budget due extended renegotiations 
and some lease cancellations. Some rent increases took 
longer than anticipated due to the complexity of negotiations. 
Staff effort was also focused on lease compliance issues.  

Operating 
Expenses 

($16k) or 
(.003%) 
under  

 

Marine 
Terminals 

$122k or 
25% over 
budget 

Over in expenses due to security and maintenance. $84k 
over in Non-Maint charge-out due to increased Security for 
vessels. Security Fees paid by vessels cover the increase in 
security. $20k Over in Maintenance expense due to 
significant work on T1 cleat repair (timing issue), power 
system repairs, T3 security guard shack, additional cleanup 
of T3 from higher log ship activity and preparation for cruise 
ships. $19k over in utility pass-thru costs due to increased 
vessel activity. 

Marine 
Trades Area 

$71K or 
44% over 
budget 

Over budget due to legal services and maintenance 
expenses. $46k over in Outside Services primarily due to 
legal for Citizen Wastewater Action suit and $3k for 
environmental compliance sludge testing. $29k over in 
Maintenance labor, materials and services, activities 
included: $11k waste water treatment system, $10k for 
replacement of rotted power pole, $2k catch basin; $7k travel 
lift replacement straps. 

Log Yard $207k or 
26% over 
budget 

Over in expenses due to maintenance and overtime. $44k 
over budget in salaries and benefits due to working extended 
hours per customer agreement. The customer rate includes 
recovery for overtime costs. Other overtime that was incurred 
outside of normal business hours was rebilled to the 
customer. $11k over for employee transitions. $23k over in 
Non-Maint charge-out for work by FM crew to support log 
yard operations (dust control watering, in-water work, bark 
and debris cleanup). $20k over in supplies for lube/fuel due 
to increased equipment activity. $101k over for Maint 
Materials & Services for repairs to log stackers including the 
following: ($21k  Pin Roller & Bearing, $15k blower motor, 
$12k rebuilt gear, $8k compressor, $7k tusk  motor, $22k in 
tires, $7k for tire repairs, $15k line boring, and $3k rock for 
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 Variance Explanation of Variance 
LY surge area).  Older equipment requires increased 
maintenance.  These cost overages were partly offset by 
($10k) under in outside services for environmental 
compliance (timing) and ($2k) under in Cost of Goods Sold 
(banding) for lower rafting/round boom activity. 

Airports ($48k) or 
(10%) 
under 
budget 

Under in expenses primarily due to budgeting too high for 
security. This was partially offset by higher outside services 
for the unplanned removal of some trees. ($31k) under in 
Non-Maint charge-outs for security and salaries for some 
charge-out services less than budget. $26k over in outside 
services due to Lincoln Park tree removal. $4k over in 
marketing and public information for outreach materials. 
($38k) under for maintenance labor, materials and services, 
primarily due to using a coatings manufacturer that did a 
roofing assessment at no charge.  

PA Boat 
Haven 

($48k) or 
(10%) 
under 
budget 

Under in expenses primarily due to budgeting too high for 
security and change in maintenance focus. This was partially 
offset by higher utilities. ($22k) under in Non-Maint charge-
outs for security. $16k over in utilities related to sorting out 
Port utility expenses and utilities related to moorage pass-
thru utilities offset. ($26k) under in maintenance charge-out 
expense due to timing. Maintenance activities included boat 
house demolition, electrical repairs and assistance with 
power for marina wi-fi and US Customs phone installations. 
($20k) under in maintenance materials & services due to 
relocating utilities instead of doing geotech analysis of south 
jetty slope.  

John Wayne 
Marina 

$92k or 
17% over 
budget 

Primarily over in fuel costs and utilities pass-thru costs; 
revenues related to these costs exceeded the cost overages. 
$23k over in salaries related to compensation adjustment for 
security, under budgeted shift-differential costs and vacation 
pay, and overtime related to a boat sinking. $14k over in 
Utility Pass-Thru costs; $53k over in fuel Product Cost of 
Goods Sold. At the time of budgeting we had not completed 
pass-thru utilities analysis. We under budgeted pass-thru 
utilities. ($11k) lower Supplies for general supplies. Outside 
Services includes the cost of raising a sunken boat. $9k over 
in Maintenance labor, materials and services, activities 
included sewer lift station maintenance, parking lot striping 
and work on floats. 

Boat Yard See MTA Expenses moved to Marine Trades Area (MTA). 
Public Boat 
Ramps 

($420.00) 
or (5%) 
under 

Under budget due to maintenance expense budget timing 
and labor to support the Regatta, rub rail installation and 
purchase of infrequently-ordered boat ramp permit office 
supplies. 
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 Variance Explanation of Variance 
Rental 
Properties 

($106k) or 
(25%) 
under 
budget 

Under budget in salaries, outside services and maintenance. 
Non-maintenance charge-out of salaries and benefits are 
under by( $31k) due to the vacant Director of Business 
Development (vacant thru June of which 25% was budgeted 
in Rental Properties) and budgeting too high for security 
watchman.  ($15k) under in outside services which is 
primarily legal for re-writing leases. Legal was budgeted high 
and some of the legal costs have been charged to other 
departments for their leases (it was all budgeted in Rental 
Properties). ($52k) under in Maintenance expenses primarily 
due to using a coatings manufacturer that did a roofing 
assessment at no charge. Maintenance work included: site 
improvements, rock for access road to truck scale, support in 
tenant relocation, former Pettit site cleanup, and lease 
improvements. 

Mechanical 
Maintenance 

$21k or 
33% over 
budget 

Over budget across various expenses. $7k over in Supplies 
for bulk oil and grease due to timing of filling tanks and due 
to equipment maintenance. $3k over in outside services for 
Mech Shop sludge removal. $9k over in Mech Shop labor 
costs for weekend overtime to support Marine Terminal 
activity.  

Facilities 
Maintenance 

($5k) or 
(3%) 
under 
budget 

Under budget mostly due to additional reimbursement for 
labor charges to other departments. $3k over for Supplies, 
including maintenance software and computer replacement. 
$1k over in advertising for electrician recruitment. ($3k) 
under in Travel Training due to timing. $11k over in 
maintenance labor due to additional paid time off (vacation 
cash-out for retired employee and other paid time off). ($43k) 
additional maintenance reimbursement for labor charges to 
other departments (significant work on T1 cleat repairs and 
unanticipated work on guard shack and fire suppression 
line). $1k over in Maintenance Materials and Services for 
stocking general supplies and outfitting new electrician van. 
$1k over in Other Expense for annual electrical permit. 

Business 
(Economic) 
Development 

($52k) or 
(22%) 
under 
budget 

Under budget due to half year vacancy in Director of 
Business Development position. ($24k) under in Salaries and 
Benefits due to vacant position, and $16k less in Non-Maint 
Reimbursement since the Director position was budgeted at 
25% oversight of Rental Properties. ($54k) under for Public 
Info, Marketing & Community Relations and ($12k) under for 
Training, Travel & Promotional hosting due to vacant 
position. $4k over in Advertising due to recruitment ads and 
ad for Washington State Clean Tech Alliance. $33k over in 
Outside Services due to Travel Lift Concept study to consider 
options for K-Ply re-development. 
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 Variance Explanation of Variance 
Admin ($269k) or 

(16%) 
under 
budget 

Under budget primarily due to Contingency placeholder, 
Salaries (timing of salary adjustments and retirement payout 
spread across 12 months), and Outside Services. ($39k) 
under in Salaries related to total midpoint adjustments 
budgeted under Admin instead of each department; ($114k) 
under in Outside Services due to delay in Strategic Plan and 
moving the PMA engineering survey to 2015, and a reduction 
in the recruiting fee agreement. $17k over in membership 
dues partially due to timing (annual dues paid 1st quarter) 
and partially due to higher dues ($11k increase in WPPA 
Assessments for branding and AKART). ($4k) under in travel 
due to timing. ($15k) under in Other Expense due to timing of 
permits and year-end bad debt entry. ($112.5k) under in 
Contingency, which is a placeholder. $2k higher 
Maintenance due to safety testing, subaccount meetings and 
materials for HVAC ceiling diffusers. 

Operating 
Surplus 
(before Depr) 

$1.1M or 
85% 
higher 

Revenues were significantly higher for Marine Terminal and 
Log Yard related to log exports. Expenses were over and 
under in various categories, but generally higher due to 
increased activity in Marine Terminal and Log Yard. Overall 
expenses were under due to not using the contingency 
budget item.  

Non-Op 
General 
Surplus 

$403k or 
152% 
higher 

The Non-Operating (90) Department report only includes 
grant revenue for environmental projects. Grant revenues for 
capital projects are reported in each department. There is a 
separate Capital Projects Report. 
 
The following analysis is based on the Non-Operating (90) 
Department report. The Non-Operating Graphs are based on 
“All” departments, which includes operating and capital grant 
revenues across all departments. 
• Non-Operating General Revenues: Interest earnings are 

higher than budget at $33k. Timber taxes continue to be 
on an upward trend and are $107k higher than budget. 
The Ecology grant for K-Ply is ($150k) under budget 
because insurance reimbursements have been used 
instead. $272k higher Gain (Loss) & Special Items is 
comprised of: $47k loss related to accounting entries on 
HVAC repurchase/loan release agreement; $321k 
unrealized gain on investments (with the new investment 
software we adjust market prices of investments quarterly 
instead of at year end);$10k insurance deductible related 
to an injury claim; $3k gain on disposable of equipment 
and scrap.  

• Non-Operating General Expenses: Expenses for the 
environmental projects are ($138k) under budget as most 
expenses continue to be paid by insurance. The $54k in 
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 Variance Explanation of Variance 
expenses is for general counsel legal costs which are not 
reimbursable by insurance or grant funds. 

Non-Op 
Capital 
Surplus 

$10k or  
1% higher 

• Non-Operating Capital Revenues: Property taxes are on 
track with budget. Capital grants are below budget due to 
timing. 

• Non-Operating Capital Expenses: Bond costs are ($9k) 
below budget due to a change in accounting practice. 
GASB 65 Items Previously Reported as Assets & 
Liabilities required the write-off of bond issue costs for 
2013. The budget assumed they would continue to be 
amortized. 
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Operating
Revenues

Operating
Expenses

Surplus

Actual 7,988,670 5,514,012 2,474,658

Budget 6,867,494 5,530,229 1,337,265

Over(Under) 1,121,177 (16,217) 1,137,394
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Revenues Expenses Surplus

Actual 1,518,675 995,901 522,774

Budget 1,334,670 789,350 545,320

Over(Under) 184,005 206,551 (22,546)
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Revenues Expenses Surplus

Actual 947,252 317,960 629,292

Budget 1,134,023 423,727 710,296

Over(Under) (186,771) (105,767) (81,004)
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Mech
Shop

Facilities
Maint

Econ Dev
Admin &
Gen

Allocated
Total

Actual 87,145 160,908 183,098 1,434,449 1,865,600

Budget 65,683 166,213 234,785 1,703,516 2,170,197

Over(Under) 21,462 (5,305) (51,687) (269,067) (304,596)
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