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Port of
Y

To: Port of Tacoma Commission
Date: November 18, 2025
Subject: Port of Tacoma 2026 Budget

The Port of Tacoma is pleased to present the 2026 Annual Budget. This document reflects the
priorities established by the Port of Tacoma Commission and the commitment of our staff to
advancing the goals outlined in the Port’s Strategic Plan.

In 2025, we updated our Strategic Plan for 2026-2030, adding a new foundational goal focused on
workforce development and a refreshed vision statement:

The Port of Tacoma is a national model for innovative solutions, job creation, customer service, and
environmental sustainability for generations to come.

The past year was marked by significant progress and collaboration.

In January, we broke ground on the Maritime Center, a transformative project that will co-locate our
new Port business office with Tacoma Public Schools’ new Maritime|253 skills center, opening
doors for 600 high school students per year to pursue careers in the trades and maritime
industries.

That same spirit of collaboration and partnership was reflected in our support for a historic
agreement between The Northwest Seaport Alliance (NWSA) and the Puyallup Tribe of Indians to
expand breakbulk capacity on the Blair Waterway, strengthening our gateway’s competitive
position and creating new opportunities for trade and job growth.

We also released a new economic impact report highlighting our role as a driver of regional
prosperity. The report shows that Port of Tacoma lines of business, combined with marine cargo
operations in the NWSA’s South Harbor, support more than 41,000 jobs, $3.4 billion in wages and
benefits, and nearly $10.8 billion in business revenue.

Looking ahead to 2026, the Port of Tacoma will continue to invest strategically to grow our
competitive advantages, drive economic activity in Pierce County, and advance our environmental
and community engagement initiatives. Thank you to our Port Commissioners for their leadership,
and our employees and labor partners for their dedication and ongoing efforts to ensure the vitality
and continued success of our working waterfront.

Sincerely,

gl N

Eric D. Johnson, Executive Director

Port of Tacoma Budget Memo from Executive Director — i



Budget Document Overview

l. Port of Tacoma Overview: Historical information about the Port of Tacoma (“Port”), the
development of other ports throughout Washington state and an examination of the economic
context of the Port’s operating environment and organizational structure.

1. Budget Message: An overview of the Port’s budget challenges and opportunities,
revenue types and expenditures, information on the Port’'s 2026-2030 Strategic Plan (including
mission, values, goals, strategies, and implementation plans), and priorities and issues for the
budget year and changes from the previous year.

lll. Business Outlook: Assumptions, potential obstacles, and trends that Port staff used to
develop the cargo forecast that serve as the foundation for the Operating Budget.

IV. Operating Budget: Summary of the assumptions that form the basis for the Port’s
operating budget, including year-over-year operating budget comparisons, a snapshot of
revenue and expenses by line of business, details of expected non-operating costs, and
revenue from The Northwest Seaport Alliance (“NWSA”) to the Port.

V.  Five-Year Capital Investment Plan (CIP): All capitalized and expensed projects the Port
plans to complete in the next five years, excluding investment commitments from the Port to the
NWSA. Capitalized projects affect the Port’s Income Statement through depreciation while
expense projects flow directly to the Port’s net income the year expenses are incurred. This
section provides details on the CIP including the impact of capital spending on Port profitability.

VI. Tax Levy: Details on how the Port’s tax levy is developed and used, in addition to
historical tax information and data comparing the Port’s tax levy to the levy assessed by other
entities within Pierce County.

VII. Plan of Finance: Explanation of revenue and expense trends and assumptions as well as
discussion of long-term capital projects and the Port’s plan for funding these projects. This
section also incorporates the entire impact of the Port and the Port’s share of the NWSA'’s
operating income and CIP on the Port’s financial performance.

VIIl. Environmental Stewardship: Historical context for environmental challenges facing the
Port and our surrounding community and an outline of the Port’s priorities and investments in
cleaning up and protecting the land, water, and air around Commencement Bay, and addressing
climate change.

IX. Summary of Significant Accounting Policies: A summary of the accounting policies the
Port follows in developing the budget, as well as how the Port reports actual financial results —
an accumulation of all the important financial rules the Port follows.

X. Debt Guidelines: Describes how the Port manages debt, including criteria for issuing,
refunding, and retiring debt. This section also describes tools the Port may use to minimize debt
interest rate risks.

Appendices: The appendices provide additional information useful to the reader.

Addendum: The Northwest Seaport Alliance: A separate document describing the NWSA
including the Operating Budget, Capital Investment Plan and other items related to the NWSA.
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l. Port of Tacoma Overview
Washington State Ports

Washington is one of the country’s most trade dependent states, and ports play an important
role in its economic vitality.

Ports in Washington state evolved in much the same way as those in other parts of the world.
Wherever people settled near the water, boats, ships, and barges were needed to move people
and goods.

Docks, floats, piers, gangways and other conveniences were built to accommodate marine
traffic. From their very start, ports became centers for population, business, and trade.

In 1889, the new Washington State Constitution declared that beds of navigable waters
belonged to the citizens. The Washington State Legislature designated harbor areas and
provided a system for leasing waterfront tidelands and uplands in those areas.

In the late 1800s, most of Washington’s port and dock facilities were privately controlled. In
1911, the Legislature enacted laws that granted citizens the right to establish port districts and
oversee their development and operation.

The Port District Act of 1911 was the culmination of a long struggle to achieve public control
over areas that were essentially public in their impacts, such as commerce.

“Port districts are hereby authorized to be established in the various counties of the state for the
purposes of acquisition, construction, maintenance, operation, development and regulation
within the district of harbor improvements, rail or motor vehicle transfer and terminal facilities,
water transfer and terminal facilities, air transfer and terminal facilities, or any combination of
such transfer and terminal facilities, and other commercial transportation, transfer, handling,
storage, and terminal facilities, and industrial improvements” (Revised Code of Washington
53.04.010).

Port of Tacoma

Created by Pierce County, Washington voters on November 5, 1918, the Port of Tacoma plays
a major role in international trade as well as in the economic development of Pierce County and
the State of Washington. Today, the Port is one of the leading seaports in North America, with
strong trade ties with Alaska, Asia and the rest of the world.

The Port’s geographic boundaries lie within Pierce County and are situated on Commencement
Bay in South Puget Sound. Because of this strategic location, it offers efficient connections to
sea, rail, highway and air transportation networks.

The Port is an independent municipal corporation that operates under state-enabling legislation.
The Port is a separate entity from the City of Tacoma, Pierce County and the State of
Washington. Although each of these are separate entities, they often work together on
economic development and transportation projects to create more jobs and business
opportunities.

In the spirit of working together to improve the economies of Puget Sound, the Port joined
forces with the Port of Seattle in August 2015 to create The Northwest Seaport Alliance
(NWSA). The NWSA gateway is one of the largest container gateways in North America and a
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major gateway for trade with Asia and Alaska (See the addendum for additional information on
the NWSA). With most of the maritime assets assigned to the NWSA, the Port’s efforts are
focused on industrial development, real estate and growth of our bulk business. The Port works
to attract major manufacturing and warehouse/distribution centers to Tacoma/Pierce County.

The Port owns approximately 2,500 acres located in the Commencement Bay Tideflats of
Tacoma, Washington. The Port leases land for industrial development on Port-owned properties
separate from its marine terminal areas. Port properties include warehouse/industrial sites, a
grain terminal, and areas for industrial development.

Pierce County

Pierce County is the second most populous metropolitan area in the State of Washington.
Located about halfway between the Oregon and Canadian borders, Pierce County covers 1,790
square miles. Within this area are 10 hospitals, 15 public school districts, a large number of
private schools, two vocational-technical colleges, two community colleges and five four-year
colleges and universities. Pierce County boasts a diversified economy. The manufacturing
sector produces forest products, chemicals, metals, aerospace and agricultural products. It also
is home to Joint Base Lewis-McChord, Madigan Army Medical Center and Camp Murray.

Port Facilities and Services

The Port owns and maintains facilities related to maritime commerce, including facilities for
containerized cargo, automobiles, dry bulks such as grain, and breakbulk, heavy-lift and project
cargos. Many of these assets are now assigned to the NWSA.

The Port’s two major waterways, the Blair and Sitcum, can accommodate six miles (9.7
kilometers) of deep-water berthing. The waterways are about 51 feet deep. The Port is in the
process of deepening the Blair Waterway by an additional six feet. Excellent connections to
inland highways and rail transportation networks help expedite cargo moving through Tacoma.

In 1981, the Port pioneered on-dock intermodal rail when it opened the North Intermodal Yard,
the first of its kind on the West Coast. All international container terminals in Tacoma are now
equipped with on-dock rail capabilities. This innovation helps the Port, and its customers
efficiently handle international import containerized cargo heading east via rail to markets such
as Chicago, lllinois and Columbus, Ohio.

Three highway interchanges link the Port and its main terminals to Interstate 5 (see Figure I-1
below). (See the NWSA addendum for more information on intermodal services.)

Port of Tacoma Commission

Voters in Pierce County elect a five-member Port Commission to govern the Port. Each
commission seat is elected every four years, on a staggered basis.

The Port Commission establishes the tax levy collected by the Port. The Commission is also the
final authority for approval of the Port’s annual budget, long-term leases, sales and purchases of
land, policies, long-range development plans, financing and all construction projects and
spending in amounts exceeding the authority of the Port’'s Executive Director.

The Port Commission hires the Port’s Executive Director, who is responsible for hiring staff and
managing the Port’s daily operations. The Port Commissioners at the time of this publication are
Kristin Ang, Deanna Keller, Dick Marzano, John McCarthy, and Don Meyer.
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Port Commission Meetings

Commission meetings are open to the public and are held at the Fabulich Center, 3600 Port of
Tacoma Road, Tacoma, WA 98424

Commission meetings are streamed live and archived for on-demand viewing on the Port’s
website, www.portoftacoma.com/commission. Meeting agendas and minutes can also be found
on the website.

The public can contact the Port Commission by calling the Port’'s Executive Department at 253-
383-9402. Correspondence to the Port Commission can be mailed to: Commission, Port of
Tacoma, P.O. Box 1837 Tacoma, WA 98401 (See the addendum for information concerning
contacting the NWSA Managing Members).

Port Organizational Structure

The Port’s Executive Director is responsible for Port economic development, compliance, and
properties not licensed to the NWSA. The Executive Director is supported by staff who support
both the Port and the NWSA (see the Organizational Chart, Figure I-2).

Leadership

Port leadership is comprised of the Executive Director, the Chief Financial and Administrative
Officer, the Chief Human Resources Officer, the Chief of Strategic Projects & Commission
Relations, Chief Information Officer, several department directors, and executive administrative
support. The Port purchases management oversight for operations, maintenance, engineering,
and environmental/planning services from the NWSA via an inter-local agreement.

Real Estate

Led by the Sr. Director, Real Estate, non-terminal industrial and commercial properties and
facilities complement the properties licensed to the NWSA and are a significant source of
revenue for the Port. Real estate personnel are responsible for leasing, growing, divesting, and
managing the Port's real estate portfolio.

Located in an industrial zone with room for growth, Port tenants offer a broad range of services
for the Port’s international and domestic customers including warehousing and distribution,
manufacturing, and marine services.

The Port retained the grain terminal in the Port’s real estate business portfolio, which has a
long-term lease, as well as the East Blair One wharf, which is leased to the NWSA for their
breakbulk business. Additionally, the Port opened a new auto terminal in 2018, which the Port
also retained. The new auto terminal is leased to Wallenius Wilhelmsen Solutions, an auto
processing company that handles imported autos for several manufacturers.

Operations

Led by the Deputy CEO and Chief Operations Officer for the NWSA, the Operations group is
responsible for the daily marine cargo operations of the Port and is comprised of the Operations
and Maintenance departments.
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Operations Department

The Operations group mainly supports NWSA operations (See NWSA Addendum Section I).
The Operations group manages the Blair and Sitcum waterways so that NWSA and Port
maritime operations work harmoniously. This department collaborates with members of the
supply chain to promote policies, procedures and technologies that improve operational
efficiency.

Maintenance

The Maintenance group consists of two departments: Equipment and Facilities. Employees of
both departments remain Port employees but are responsible for equipment and facility
repair/maintenance of Port-owned as well as NWSA licensed assets in the Tacoma Harbor.
Maintenance responsibilities range from grounds, buildings and cranes to vehicles and straddle
carriers.

Support Organizations

The Support Organizations provide services to the Port and NWSA. Day-to-day management of
these teams is performed by the leaders in the Port and the NWSA.

Engineering, Environmental and Planning Group

Led by the NWSA Deputy CEO, the Engineering, Environmental and Planning teams are
responsible for long-term planning and development of Port assets, and all Port-related
environmental issues.

Engineering

Engineering department staff are located both in the Port and NWSA and provide design and
construction management services and deliver state-of-the-art facilities to each organization

through the service level agreement. The Engineering and Environmental departments work

collaboratively to abide by and meet local, state, and federal regulations.

Planning and Logistics

Planning and Logistics coordinates with state, regional, and local stakeholders to identify freight
mobility infrastructure and technology needs, provides industrial land-use policy and regulatory
advocacy, and supports preliminary terminal design to advance port operational throughput and
capacity. The team also manages the grant program, and coordinates grant efforts and
communications for the Port and NWSA.

Environmental

The Environmental department develops and implements comprehensive programs to minimize
the effects of Port operations on air, water and sediment quality, and address emission
reductions and climate change. Environmental staff are located both in the Port and NWSA and
provide services to each organization through the service level agreement. This department
works with permitting agencies to facilitate Port maintenance and development projects,
maintains regulatory compliance, and develops innovative “beyond compliance” environmental
solutions, including state of the science habitat mitigation sites. Department staff monitors and
provides input on the drafting of environmental ordinances and regulations significant to the Port
and informs the public of the Port’s environmental activities.
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Finance and Administration Group

Led by the Chief Financial and Administrative Officer, the Finance and Administration Group is
responsible for the administrative tasks that keep the Port and NWSA functioning. This group
includes the departments of Finance and Accounting, Contracts and Purchasing, Security and
Public Records. In addition to supporting the Port, these departments also provide services to
the NWSA through service level agreements.

Finance and Accounting

The mission of the Finance and Accounting department is to create value through strategic
financial planning and timely, accurate accounting practices. In addition to partnering with
business leaders to grow profitable businesses and create jobs, its role is to collect, invest and
disburse Port funds and provide monthly and annual financial reports in accordance with state
and federal laws as authorized by the Commission. Services provided by the Port’s Finance and
Accounting department include general accounting, payroll, accounts payable, accounts
receivable, treasury, capital financing, financial planning, budgeting and internal auditing.

Contracts and Purchasing

Led by the Director, the Contracts and Purchasing department provides support for the
acquisition of supplies, materials and services and ensures compliance with public procurement
laws and regulations.

Security

The Security department supports the sustainable, economic viability of the Port by consistently
contributing to a safe and secure environment for all through professionalism, respect, and
integrity. The Security department supports emergency operations, actively promotes the safety
and security of the Port community, maintains the Port’s maritime domain awareness, and
aligns the security practices with the United States critical infrastructure protection policies. The
Port's Security department also works closely with other entities, including the U.S. Coast
Guard, Customs and Border Protection, local police, and fire departments. Security department
staff are Port employees, but they provide services to NWSA-assigned properties through a
service level agreement. The Port’'s Security group also provides security at the West Sitcum
Terminal.

Public Records

The Public Records department ensures full compliance with all public records requests
submitted to the Port and NWSA. In addition, this department develops and updates public
records policies and procedures for both organizations.

Information Technology

Led by the Chief Information Officer, the Information Technology department empowers
business partners with innovative industry leading technology services and solutions to enhance
internal business operations and improve the efficiency of freight movement.
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Human Resources

Led by the Chief Human Resources Officer, the Human Resources department is responsible
for attracting, retaining and developing employees; setting compensation; administering
benefits; organization-wide training; managing employee relations; workforce development, and
creating a welcoming and supportive workplace culture. The Human Resources department is
responsible for personnel assigned to both the Port and the NWSA. Services to the NWSA are
provided through the service level agreement.

Government and Community Affairs

Led by the Director of Government and Community Affairs, department staff advances the
Port’s legislative priorities and manages the organization’s relationships with elected and
appointed officials at the city, county, state, federal and Tribal governments. The department
also manages public outreach programs, including Port tours, a speaker’s bureau, school and
external workforce development programs and engagement with community groups.

Communications

Led by the Director, Communications, the Communications department manages the Port’s
strategic communications efforts across a wide range of channels. The department provides a
comprehensive suite of communications and creative services to the Port and develops and
implements integrated communications plans that inform and engage internal and external
stakeholders, fostering awareness and understanding of the Port’s mission, operations, and
regional impact.
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Figure I-1.... Map of Port of Tacoma Owned Properties
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Figure I-2.... Port of Tacoma Organizational Chart
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. 2025 Budget Message

Strategic Direction

The Port’s 2026-2030 Strategic Plan was approved by the Port of Tacoma Commission in July
2025. The plan describes the Port’'s mission and values, while also identifying goal areas where
the Port will direct its focus and resources over the next five years. The 2026-2030 Strategic
Plan can be viewed at http://www.portoftacoma.com/strategic-plan.

2026-2030 Strategic Plan

The Strategic Plan is embedded in our daily operations, guiding the Port’s efforts across key
priority areas. Port staff rely on the Strategic Plan to allocate resources effectively, ensuring our
operations are maintained, enhanced, and expanded in a fiscally and environmentally
responsible way.

In 2025, Commissioners and staff began the process to update the Port’'s 2021-2026 Strategic
Plan. In early 2025 the Port engaged the Commissioners at multiple study sessions, interviewed
key community and industry stakeholders, and held internal staff visioning workshops.
Additionally, a series of social media posts provided public awareness of the update process,
and an online open house, including the opportunity to submit public feedback, offered
opportunity for public engagement. The feedback was overwhelmingly positive: “Keep doing
what you’re doing.” This, coupled with Commission direction, resulted in relatively few changes
to the Strategic Plan. Updates made included minor text updates, the addition of a vision
statement, and a new foundational goal focused on workforce development.

Mission: The Port of Tacoma makes strategic investments in our harbor and community to
promote prosperity, trade, and jobs, while protecting and enhancing our environment.

Vision: The Port of Tacoma is a national model for innovative solutions, job creation, customer
service, and environmental sustainability for generations to come.

Values: Integrity and Transparency | Excellence | Adaptability and Innovation |
Stewardship | Teamwork and Partnerships | Health and Safety | Workplace Culture

Foundational Goals:

Economic Vitality: Advance living-wage job creation and business development opportunities
in Pierce County with a focus on marine trade, manufacturing, and transportation.

Environmental Leadership: Protect and enhance the environment of Commencement Bay and
the Puyallup River watersheds by continuing to implement innovative ways to clean up
contaminated land, improve habitat and water quality, and minimize air emissions from Port
operations.

Organizational Success: Create and sustain a transparent culture prioritizing the Port's
fiduciary role as trustee of public assets and commitment to financial responsibility.

Transportation Advocacy: Promote marine, road, rail and navigation infrastructure and
technology improvements to strengthen the regional maritime industry and economy.
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Community Connections: Engage and advance strong and trusting relationships with the
Pierce County community and beyond.

Workforce Development: Partner with local and regional organizations to facilitate career
development in maritime, logistics, manufacturing, and construction trades.

Strategies and Implementation Plan

The above foundational goals are accompanied by a set of strategies designed to support and
achieve the Port's mission. (The strategies corresponding to each goal area can be viewed in
the Strategic Plan.) A corresponding Implementation Plan provides details on specific actions
that will be undertaken to advance and measure progress on the foundational goals and
supporting strategies.

Each annual budget will be informed by the Implementation Plan which will include details on
timing and resource needs. (See the Strategic Plan for more details on the relationship between
the Strategic Plan and the budget.)

Budget Environment

The NWSA is responsible for the container terminal, container intermodal, breakbulk, and auto
businesses and a maritime-related real estate portfolio. The Port is responsible for its grain
terminal business, non-container intermodal, terminal security, Port auto terminal businesses,
and a diverse real estate portfolio.

Revenues and Expenses

The Port receives 50 percent of the net income from the NWSA and is treated as revenue per
joint venture accounting rules.

Additionally, the Port has both fixed and variable revenue streams from the real estate and bulk
lines of business. The majority of Port staff remain with the Port. A large portion of the Port’s
staff costs, however, are charged to the NWSA through service level agreements. See section
IV for information on the Port’s operating budget.

2026 Budget

The Port of Tacoma has developed an overall operating budget with projected revenue of
$103.8 million ($45.4 million from Port of Tacoma operations and $58.4 million from the NWSA
JV). Total operating income is budgeted to be $32.4 million, resulting in an operating margin of
31.2 percent. The Port’s net income is projected to be $73.5 million.

The Port’s financial performance reflects investments the NWSA and the Port are making to
successfully complete commitments to customers while meeting the Port’s financial goals. The
operating and capital budgets are based on the cargo forecast in Section Il for the Port, and
Section Il of the Addendum for NWSA.

Capital Investment Plan Highlights

The Port’s projects for the next five years reflect an increased focus on investments to support
the 2026-2030 Strategic Plan, environmental projects, information technology upgrades,
industrial development, and the new Maritime Center. With this focus, the Port has also
reviewed potential assets for revenue generation and budgeted for additional land acquisitions
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to ensure that financial and economic growth goals are met.
Major 2026 capital projects include the following:

Land acquisitions to continue revenue growth

Development of wetland and fish habitat sites

Remediation of historically contaminated properties

Design and construction of a new Maritime Center building

Design and construction of a new off-dock container support facility
Infrastructure investments

The Port’s $195 million 2026 capital budget represents the first year of the Port’s 2026-2030
capital plan — a package totaling $467 million in new projects and investments (see Section V
for additional details on the Capital Investment Plan).

Financial Issues and Measures

To provide interest rate stability for planned major projects, in 2007 the Port entered into three
forward starting payment agreements (aka SWAPS) starting in 2011, totaling $230 million with
third-party partners. Although the planned projects have not moved forward, the SWAPS are still
in place and the Port was required to deliver variable rate bonds totaling $80 million in 2011,
$130 million in 2012, and $20 million in 2013 to match to the SWAPS. Alternatively, the Port
could terminate the SWAPS at market value, which would cost the Port approximately $20.6
million as of September 30, 2025. The Port has sufficient variable rate debt outstanding to
match these swaps as required by state law. An increase in overall interest rates would reduce
the cost of terminating these SWAPS and could result in the SWAPS providing value to the
Port. The Port continues to monitor the SWAP valuations and will take the best course of action
to minimize the risk and cost to the Port. The Port canceled the Morgan Stanley swap in
December 2016 at no cost to the Port. The Port’s financial measures indicate how well the Port
plans and executes its operations, capital budget and financing. The measures are shown in
Section VII.

Tax Levy

In addition to the global economic climate, other business and political and civic developments
can have an impact on the Port’s daily operations and long-term goals. Assessed property
values in Pierce County increased by approximately 3.8 percent in 2025, and new construction
increased by approximately 10.7 percent in value, to a Total Taxable Regular Value of
$210,665,012,924 compared to last year's $202,825,377,377. Average residential home values
grew approximately 3.2% in 2025 (see Section VI for additional details on the Port’s tax levy).

Legislative Impacts

Developments in the political arena and changes in legislation often have significant financial
implications for the Port. Recent legislation that has impacted the Port includes:

Environmental Funding

The Port relies upon multiple funding sources to help remediate contaminated properties it
owns.

One source is Remedial Action Grant (RAG) funding authorized by the state’s Model Toxics
Control Act (MTCA). MTCA imposes a hazardous substance tax (HST) on the first possession
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of toxics on hazardous chemicals to fund RAG grants and other toxics-related programs. During
the 2025 legislative session, state lawmakers authorized $6 million for two Port projects -
Arkema Manufacturing site and the Maritime Center.

EPA Brownfield Grant funding is available for Port properties that are not under an existing
Order, where the Port did not own the property during the time it was contaminated, and where
the Port conducted appropriate due diligence efforts prior to purchase. The Port is currently
managing one $500K EPA brownfield community site assessment grant with a performance
period of July 2023 through September 2026. In May 2025, the Port was awarded a $2 million
EPA cleanup grant to remediate Parcel 132.

Cost recovery from prior property owners and/or operators is pursued by Port staff and legal
counsel on a case-by-case basis. In May 2025, the Port received a $1.5 million cost
reimbursement from the $550 million Monsanto class action lawsuit for PCB impairment to the
environment. This is the final installment from the Monsanto lawsuit, with a total of $11,489,000
received between November 2023 and May 2025. Additionally in September 2025, Port of
Tacoma Commissioners approved a settlement whereby Burlington Environmental will pay the
Port $3.2 million for past remedial investigation and legal costs and for property divestiture of
Port Parcel 111.

Transportation Funding

The Port relies on an efficient and well-maintained road and rail network to ensure the smooth
movement of cargo to and from its facilities. The Washington Legislature in 2015 made a
significant commitment to infrastructure, passing a 16-year, $16 billion statewide transportation
package. An estimated $3.3 billion of those funds will be invested in projects benefiting Port
terminals.

One project of note is the State Route 167 project. The state intends to complete the remaining
six miles of this critical freight corridor, improving connectivity between the Port’s marine cargo
facilities and Interstate 5 and the Green River and Puyallup River valleys—home to the second
largest cluster of warehouses and distribution centers on the West Coast. During the 2025
legislative session, lawmakers appropriated an additional $155 million for the Puget Sound
Gateway Program, which includes both the completion of SR 167 and SR 509. This will allow
the state to complete the procurement process for the final stage of construction for the overall
program.

Completion of this highway requires a $130 million local match. In 2018, the Port entered into a
memorandum of understanding (MOU) pertaining to local participation in the SR167 project with
the Washington State Department of Transportation (WSDOT) and other local project
stakeholders. The MOU stipulates that anticipated financial contributions by the Port and other
stakeholders only become binding commitments when embedded in interlocal agreements, and
the conditions therein are approved by the proposed funding entity. In December 2018, the Port
committed to a $3 million contribution for Phase 1A of the project. In December 2019, the Port
committed to a $22 million contribution in future years subject to WSDOT achieving certain
construction milestones. In March 2021, the Commission approved a second ILA with WSDOT,
contributing $12.8 million in real estate and fill material to the project. In July 2022, the
Commission approved a third ILA with WSDOT, contributing up to 2 acres of wetland mitigation
bank credits to the project. The Port subsequently learned that WSDOT will no longer require
the mitigation bank credits. In October 2024, the Commission approved a fourth ILA with
WSDOT revoking the third ILA and then, in turn, committed to a $15,798,026 contribution to
Phase 2B of the project and completing its obligation anticipated under the MOU.
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Port Security

The Port’s security force focuses on physical security and facilitates the Port and NWSA'’s
mission by maintaining proactive vigilance and protecting functions required to sustain safe and
free flow of commerce. Port security is committed to protecting the safety of our people and
facilities and supporting programs that protect our surrounding community.

Security at the Port involves an integrated, multi-agency approach, including state, local, federal
and Tribal government jurisdictions, as well as the private sector. Port Patrol is responsible for
NWSA-operated facilities and Port-owned land and assets while the tenant companies have
responsibility for security at the Port’s leased terminals. The Port’s Terminal Security Officers
department currently provide security at the West Sitcum Terminal. In addition, the Port
supports tenant security when required and coordinates operations with Customs and Border
Protection, U.S. Coast Guard, Department of Agriculture, the FBI and state and local law
enforcement agencies as necessary on overall security issues that impact the general Port area.

As a steward of public funds, the Port’s Security department has been successful in leveraging
grant funding received from the Department of Homeland Security (DHS) through the Port
Security Grant Program to enhance security infrastructure. In conjunction with Port of Seattle
security, we coordinate our efforts and resources to enhance the Port’s Maritime Transportation
Security Awareness. The Port leverages grant funding as needed to meet regulatory
requirements of the maritime industry.

Port security personnel reinforce stewardship of public trust by maintaining an active security
program to strengthen our security posture while working with local and regional partners to
safeguard people, facilities, and the surrounding community.

Conclusion

The realities of the drastic changes in the global economy have led all ports to re-examine
business and operational strategies. This examination helped lead to the formation of the
NWSA.

At the Port, we remain focused on maximizing the use of existing Port and NWSA facilities,
working with our customers to keep them competitive and successful, and continuing to make
strategic infrastructure investments that position the Puget Sound region for long-term growth

Additionally, the Port will, through its Strategic Plan, identify new areas of growth that increase
economic activity in Pierce County in a sustainable and environmentally responsible manner.

We are also placing increased emphasis on the importance of developing and strengthening
relationships with labor partners, industry stakeholders, customers, and local, state, and Tribal
governments, as we work together to achieve the future vision of the Port and NWSA. This
vision must include the road and rail infrastructure that ties the whole system together.

Despite the challenging realities of today’s global economy, Port management is confident that
the efforts of the NWSA and the plans outlined in this budget will help the Port remain financially
strong, competitive, and successful.
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Cargo ship coming into Blair Waterway
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lll. Business Outlook

According to the Department of Commerce Bureau of Economic Analysis (BEA), real gross
domestic product (GDP), defined as the value of the production of goods, increased 3.3% in the
second quarter of 2025 and decreased 0.5% in the first quarter of 2025. BEA said, “The
increase in real GDP in the second quarter primarily reflected a decrease in imports, which are
a subtraction in the calculation of GDP, and an increase in consumer spending. These
movements were partly offset by decreases in investment and exports.”

TTX, a railcar and freight management company, reports GDP as up 3.3% in the second quarter
and down 0.5% in the first quarter. TTX said, “The GDP expansion was driven by the economy’s
more volatile components like a decline in imports (additive to GDP) offsetting a decline in
inventories as the economy navigated trade policy complexities.”

According to TTX, real disposable income growth is slowing and behind inflation rates, which
weakens the purchasing power of consumers. Consumer spending accounts for roughly 68% of
the U.S. economy. In the second quarter of the year, the unemployment rate was 4.2%, and
TTX cites a decline in the labor force participation rate. The company also noted that
immigration policies may increase the declining trend in the available labor pool, which has the
potential to impact economic growth.

TTX expects a modest increase in inflation in 2025, with a projected rise in the PCE (Personal
Consumption Expenditures) Price Index of 2.8% this year. Inflation moderated in the second
quarter, but the inflation rate increased in May and June due to initial cost pressures from tariffs.
There is a consensus that higher costs due to tariffs will show in a few more months because
products being sold today were pre-tariff imports.

The Bureau of Labor Statistics puts the U.S. unemployment rate at 4.3% in August 2025, with
22,000 jobs added for the month. Job gains in health care were offset by job losses in the
federal government and in mining, quarrying, and oil and gas extraction.

According to the National Association of Realtors (NAR), existing home sales decreased 0.4%
in July 2025 versus the prior month and rose 0.7% year-over-year. Lawrence Yun, NAR’s chief
economist, said, “Even with modest improvements in mortgage rates, housing affordability, and
inventory, buyers still remain hesitant. Buying a home is often the most expensive purchase
people will make in their lives. This means that going under contract is not a decision home
buyers make quickly. Instead, people take their time to ensure the timing and home are right for
them.”

The Conference Board reported August 2025 Consumer Confidence Index at 97.4, down from
98.7 in July. The Conference Board’s Senior Economist Stephanie Guichard said, “Consumer
confidence dipped slightly in August but remained at a level similar to those of the past three
months. The present situation and the expectation components both weakened. Notably,
consumers’ appraisal of current job availability declined for the eighth consecutive month, but
stronger views of current business conditions mitigated the retreat in the Present Situation
Index. Meanwhile, pessimism about future job availability inched up and optimism about future
income faded slightly. However, these were partly offset by stronger expectations for future
business conditions.”
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Port of Tacoma Activity

Grain volumes for 2025 are projected to decline 6.1% vs. 2024. Current market conditions make
long-term forecasting difficult. Increased competition from South America, trade uncertainty
fueled by tariffs, and geopolitics have the potential to negatively impact exports. The declining
dollar could help offset some of the headwinds. Commaodity volumes can fluctuate based on
external factors such as weather, crop yield, value of the dollar, tariffs, and diplomatic

relationships.

Gypsum is a commodity used by a Port tenant to make wallboard and other construction
materials. Volume is projected to reach 220K metric tons in 2025 and 225K in 2026.

See the NWSA budget addendum for information on the container, intermodal, breakbulk, and

auto volume forecast.

Table lll-1.... Cargo Activity Five Year Forecast

PORT OF TACOMA CARGO ACTIVITY 5-YEAR FORECAST

Actuals Forecast
2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
Non-Container (Thousands of Metric Tons)
Bulk:
Grain 3,057 4,957 5386 4,581 2,359 4,375| 4,093 2,865 2,922 2,981 3,040 3,101
Gypsum 251 154 220 201 146 219 220 225 229 234 238 243
Total Bulk Tonnage 3,308 5,111 5,606 4,782 2,505 4,594/ 4313 3,090 3,151 3,214 3,279 3,344
Yearover Year Change -31.7% 54.5% 9.7% -147% -47.6% 83.4%| -6.1% -284% 2.0% 2.0% 2.0% 2.0%
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IV. Operating Budget
Overview

The Port’s operating budget is based on 50 percent of the NWSA'’s net operating income plus
lease and cargo related income from Port-managed properties. Volume forecasts for the Port
and NWSA are shown in Table IlI-1, page 1lI-2 of this document and page IlI-4 of the NWSA
addendum, respectively. Operating budget expenses were projected based on historical
information for the Port. Operational expenses for the NWSA are included in the net income
received by the NWSA.

From the Port and NWSA information, Port staff created a realistic budget that supports both
organization priorities and financial goals.

Departmental budgets estimate the expenses that will be generated in support of the Port and
NWSA. Expenses fall into one of five categories: Administration, Operations, Security,
Environmental or Maintenance. These expenses can be in support of the Port and/or the
NWSA. Administration expenses are incurred in the day-to-day management of the Port.
Operations, Security and Maintenance expenses support the day-to-day management of
business activities. Environmental expenses are a subset of overall environmental spending and
include ongoing compliance and monitoring activities.

Business budgets are projections of revenues earned and expenses incurred in the operation of
a particular business line. In addition, the Port expects to receive funds from various other
sources including property tax levy, user fees, government grants, bond proceeds and
investment earnings.

Although capital project spending is planned within the capital budget, capital projects will
impact operating budgets for future years through new sources of revenues, increased
operating expenses and depreciation costs. Fifty percent of the NWSA capital project expenses
will be included in the Port’s plan of finance.

Nature of Business

Washington law authorizes ports to provide and charge rents, tariffs and other fees for docks,
wharves, and similar harbor facilities, including associated storage and traffic handling facilities
for waterborne commerce. Ports may also provide freight and passenger terminals and transfer
and storage facilities for other modes of transportation, including air, rail, and motor vehicles.
Finally, ports may acquire and improve lands for sale or lease for industrial or commercial
purposes and create industrial development districts.

The Port operates as an enterprise fund, allowing it to operate in much the same manner as a
private business. Operating revenues are comprised of charges to its customers to cover costs
associated with the service provided and to support investment in future projects.

Balanced Budget

Based on the Government Finance Officers Association (GFOA) Recommended Budget
Practices, a balanced budget “is a basic budgetary constraint intended to ensure that a
government does not spend beyond its means.”
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The Port defines “balanced budget” in the following way: Total revenues are sufficient to cover
operating expenses for the budget year and to offset the cost of capital investments
(depreciation) and anticipated debt costs for any planned future capital investments.

The Port uses the full-accrual basis for budgeting, consistent with the basis for accounting. This
method recognizes the financial effect of events that impact the Port during the accounting
period, regardless of whether cash was received or spent.

Budget Process

The Port budget is a guideline used by management to direct strategic and tactical operations.
Typically, more projects and spending are budgeted than may actually occur. This conservative
approach ensures the Port financial goals are still met if business conditions support the full
budgeted spending.

The Port operates on a calendar year budget cycle as shown in Appendix D. The operating
budget and the capital budget are the Port’s plan for meeting the current needs of its customers,
and for implementation of its Strategic Plan initiatives.

The annual budget development begins in July and continues through November. The process
begins with the development of strategic objectives and initiatives for the Port and the NWSA.
These objectives are reviewed by the Port's Commissioners and the Executive Director, and the
NWSA’s Managing Members and CEO.

Cargo forecasts, available at the beginning of September, are used to develop the operating
and capital budgets for both organizations. During separate study sessions, a draft budget is
presented to the Port Commission and the NWSA Managing Members.

In November, a public hearing is held to address public interest, and to adopt the Port’s tax levy
and statutory budget, which includes the Port’s portion of net income and CIP from the NWSA.
After the Port Commission approves and adopts the statutory budget, it is submitted, with the
Commission resolutions, to the Pierce County Council and the Office of the Assessor Treasurer
on or before November 30th.

Once filed, the statutory budget is a legal, public document and can be amended only after
proper notification is given and a public hearing is held. Any amendments to the budget must be
submitted with amended resolutions to the Pierce County Council’s office.

After filing the original statutory budget, the Port conducts a subsequent mid-year forecast of
operating revenues and expenses and makes any necessary adjustments based on a monthly
budget-to-actual analysis. This helps management measure how the Port is progressing. The
mid-year update is not filed with the County or adopted by the Commission.

Major Assumptions

Major drivers of the 2026 operating budget are a result of economic and industry trends
represented in the cargo forecast and targeted spending to support the implementation of the
Strategic Plan.
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Revenues

o Fifty percent of the NWSA net income (See NWSA addendum for additional information).
e Lease revenue for POT managed properties per contract.

o Property lease rental rates will increase as specified in contracts.
Expense

e Budgeted salary increases include a 6.75% pool for non-represented staff and negotiated
hourly wage rates for represented staff. Additionally, $30,661 was included for salary market
adjustments to aid in employee retention. A significant portion of staff costs are allocated to
the NWSA per service level agreements.

¢ Allocations and department closing include charges to projects, specific costs at revenue
locations, and charges to the NWSA. Total allocations of services to NWSA of $37.4 million
(see Table IV-3).

¢ Budgeted headcount has increased to 238 from 2025’s budgeted 232 to address
administration and maintenance resource needs. The five Port of Tacoma Commissioners
and part-time security officers are excluded from this number (see Appendix J).

¢ Increased outside services due to multiple one-time projects and recurring IT services.
e Depreciation is decreasing due to no significant new capital investments in 2025.
e 2026 environmental expenses will be higher than 2025 forecast by $2.2 million.

¢ Port and Port staff memberships in professional and trade organizations total approximately
$351,540 (see Appendix C).

Non-Operating Revenue and Expense

e Grant income of $20.8 million.

o Net interest income of $10.8 million.

e Net revenue bond interest expense of $14.6 million.
e Tax Levy (see Section VI).

Estimating Revenues and Expenses

The Port uses several different methods of projecting revenues, depending upon the nature and
materiality of the revenue item and the projection period.

Specific revenue projection techniques include:

o Historical Data: Future revenues are based on historical trends with the assumption that
they will continue in the future. When using historical data as a means for projecting
revenues, the Port analyzes as many as 10 years of data to estimate the rate of growth.
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Business Operations: Lease/rental agreements, grant agreements and service contracts
provide information for this projection method. These projections may be adjusted to reflect
the probable impacts of anticipated changes in the economy, legislation, and inflation.

Judgment Estimates: This method relies on a person knowledgeable in the field, often a
department director, who prepares a revenue projection based on awareness of past and
present conditions including fee changes, development plans, marketing campaigns, usage
activity, frequency, volume, weight, and similar determinations.

Current Data: This method predicts future revenue based on actual or annualized current
year revenues and often is used when historical data and trends are not available, or if used,
would result in an inaccurate revenue projection.

Volume: The Port uses the five-year cargo forecast to project budgeted revenues where
appropriate.

Financial Practices

The Port manages its debt and investment portfolios to maximize its financial capacity to
maintain strong debt service coverage ratios and positive cash flows, with a goal of keeping the
Port financially sound to better serve its customers, the surrounding business community, and
the residents of Pierce County.

Financial Tools

Cargo Forecasts: The Port and the NWSA each create cargo forecasts for the next five
years (see Section IlI).

Five-Year Operating Budget: The operating budget is driven by revenue from the NWSA,
volumes from the cargo forecast, and major lease contracts. Planned revenue-generating
capital projects are aligned with new revenues and expenses in the five-year operating
budget. The operating budget is monitored throughout the year, noting any variances that
may require corrective action. The Commission, Executive Director and Leadership Team
review these semi-annually.

Five-Year Capital Investment Plan: This plan ties directly to the strategy developed during
the budget process. Updated semi-annually, it identifies all proposed projects. Some projects
are capitalized and impact future year forecasts through depreciation while others are
expensed in the current year.

Plan of Finance: This is a five-year plan that identifies the Port's ability to fund its business
objectives. It evaluates the capital budget, describes debt practices, outlines a plan to fund
projects and reaffirms the Port’s system of performance measurements.

Financial Analysis of Investments: The Port reviews significant capital investments and
their related assumptions prior to acceptance into the planned capital budget. Revenue
generating projects earn a return on revenue that meets or exceeds the Port’s standards.

Financial Reporting: The Port creates a variety of reports available electronically or in hard
copy.

For additional information on accounting policies, see Section IX.
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Table IV-1.... Statement of Revenue, Expenses and Change in Assets by Business*

(S millions)

Operating Revenues
NWSA

Container

Non Container

Real Estate

Total Operating Revenues

Direct Expenses
Container

Non Container
Real Estate
Other

Total Direct Expenses

Administration

Security

Environmental

Total Operating Expense before Depreciation

Depreciation
Total Operating Expense

Operating Income
Return on Revenue

Non Operating Income (Expense)
Income before Tax Levy and Expense

Ad Valorem Tax Levy
GO Interest

Net Tax Levy

Net Income

*May not foot due to rounding.

Port of Tacoma Budget

2024 2025 2025 2026
Actual Budget Forecast Budget
$62.4 $58.3 $96.6 $58.4
4.2 4.4 4.3 4.6
8.1 8.7 6.0 7.5
31.2 31.1 30.9 33.4
105.9 102.5 137.8 103.8
3.1 3.2 34 3.3
3.1 3.3 3.2 3.3
5.6 5.4 5.8 14.3
(0.1) 2.9 2.0 3.3
11.7 14.8 14.5 24.2
10.4 13.2 124 13.8
2.5 2.8 2.6 2.8
24.3 12.2 12.1 14.3
48.9 429 41.5 55.0
21.4 18.7 18.1 16.5
70.3 61.6 59.7 71.5
$35.6 $40.9 $78.2 $32.4
33.6% 39.9% 56.7% 31.2%
25.4 453 10.6 16.9
61.0 86.2 88.7 49.3
26.0 26.8 26.8 27.6
(3.7) (3.5) (3.5) (3.3)
$22.3 $23.3 $23.3 $24.3
$83.3 $109.5 $112.0 $73.5
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Figure IV-1.... Operating Revenue by Year
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Figure IV-2....0Operating Expense by Year

60

50

$ Million
w IS
=) o

]
o

[y
o

489
415
22.0
185
164 177 o0 452
] I I I i I

55.0

2017 2018 2019 2020 2021

2022 2023 2024 2025 2026

(Excluding depreciation)

Port of Tacoma Budget

Operating Budget — IV-6




Table IV-2....0perating Revenue and Expense Detail*

($ millions)

Property Rental
Sale of Utilities
Senvices Marine Terminals
Other Revenue

Operating Revenue

Port Salaries & Benefits
Outside Senices

Direct Expenses

Marketing & Global Outreach
Travel & Hosting
Maintenance

Office Equipment & Supplies
Utilities

Other Employee Exp

Other Expenses
Environmental

Depreciation & Amortization
Allocations & Department Closings

Total Operating Expenses

Operating Income

Return on Revenue

Non Operating Revenue and Expenses

Income Before Tax Levy & Expens

Ad Valorem Tax Levy
GO Interest

Net Tax Levy

Net Assets Before Special ltems

Increase in Net Assets

*May not foot due to rounding.

Table IV-3....Summary of Services Purchase
($ Millions)

Port of Tacoma to NWSA
NWSA to Port of Tacoma

Port of Tacoma Budget

2024 2025 2025 2026
Actual Budg_]et Forecast Budgit
$30.5 $30.5 $30.2 $34.1

0.8 0.8 0.8 0.7
10.0 10.6 7.8 8.3
64.6 60.5 99.1 60.7

105.9 102.5 137.8 103.8
40.1 45.8 45.3 48.0

9.4 12.2 9.6 12.4

5.1 52 52 53

0.6 0.7 0.8 0.8

0.2 0.3 0.2 0.3

8.2 10.3 8.7 9.9

0.5 0.5 0.6 0.9

2.0 2.2 1.9 2.0

0.6 0.8 0.6 0.8

0.7 0.0 1.0 10.1
23.7 11.1 11.1 13.7
21.4 18.7 18.1 16.5

(42.1) (46.2) (43.4) (49.2)
$70.3 $61.6 $59.7 $71.5
$35.6 $40.9 $78.2 $32.4
34% 40% 57% 31%
25.4 453 10.6 16.9
61.0 86.2 88.7 49.3
26.0 26.8 26.8 27.6

3.7 3.5 3.5 3.3
22.3 23.3 23.3 24.3
83.3 109.5 112.0 73.5

$83.3 $109.5 $112.0 $73.5
2024 2025 2025 2026
Actual Budget Forecast Budget
$32.2 $35.7 $33.7 $37.4
$0.7 $0.9 $0.9 $0.7
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Table IV-4....Non-Operating Revenue and Expense Detail*

($ millions) 2024 2025 2025 2026
Actual Budget Forecast Budget
Grant Income
Capital Grant Income 1.2 23.0 6.0 18.5
Non-Capital Grant Income 0.1 0.5 0.5 2.3
Interest Income
Interest Income 11.3 121 11.9 10.1
Premium Discount 0.7 0.7 0.8 0.7
Non Operating Income
Gain (Loss) Sale Facil (1.3) (1.9) (1.7) (0.4)
Sale of Scrap 0.0 0.0 0.0 0.0
Leasehold Tax Distrib 0.1 0.0 0.0 0.1
St. Forest Board Rcpt 0.0 0.0 0.0 0.0
Purchase Discounts Taken 0.0 0.0 0.0 0.0
Misc Non Op Inc 1.6 0.0 1.7 0.0
HMT Fund Income 28.9 28.9 3.3 3.3
Investment Gain Loss (0.1) 0.0 5.3 0.0
Non Operating Revenue 42.6 63.2 27.8 34.6

Revenue Bond Interest Expense

Int Expense General 0.0 0.0 0.0 0.0
Int Exp Rev Bonds Debt Serv 15.0 13.5 13.4 12.0
Int Exp Commrcl Paper 0.0 0.0 0.0 0.0
Other Bond Fees 0.3 0.2 0.2 0.2
Letter of Credit Fee 1.1 1.1 0.9 1.3
Swap Interest Due 7.9 7.5 7.5 7.2
Swap Interest Receivable (7.2) (5.3) (5.5) 4.2)
Amort Deferred Debt Senice (Rev) 1.2 1.2 1.2 1.2
SWAP Refunding Amortization (1.0) (1.0) (1.0) (1.0)
Bond Disc Debt Serv 0.0 0.0 0.0 0.0
Bond Premium Debt Senice (Rev) (2.3) (2.2) (2.2) (2.1)
Capitalized Interest 0.0 0.0 0.0 0.0
Other Non Operating Expense
Election Expense 0.0 1.0 1.0 0.0
Bank Senvice Fee 0.0 0.0 0.0 0.0
Other Investment and debt expense 0.1 0.1 0.1 0.1
Public Expense/LEDIF 2.3 1.3 1.1 2.3
Misc Non Op Exp (0.1) 0.6 0.5 0.8
Non Operating Expense $17.2 $17.9 $17.3 $17.8
Non Operating Revenue and Expenses $25.4 $45.3 $10.6 $16.9

*May not foot due to rounding.
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Table IV-5....Statements of Revenues, Expenses and Changes in Net Position*

2024 2025 2026 Change from
Actual Forecast Budget Prior Year
Forecast
($ Millions)
Operating Revenue $105.9 $137.8 $103.8 -24.7%
Total Operating Expenses 70.3 59.7 71.5 19.8%
Operating Income 35.6 78.2 324 -58.6%
Non Operating Revenues (Expenses)
Ad Valorem Tax Revenues 26.0 26.8 27.6 3.0%
Interest on General Obligation Bonds (3.7) (3.5) (3.3) -5.8%
Net Ad Valorem Tax Revenues $22.3 $23.3 $24.3 4.4%
Lease Interest Income 8.4 3.5 0.0 -100.0%
Interest Income 12.0 12.7 10.8 -14.7%
Net Increase (Decrease) in the Fair Value of Investments (0.1) 5.3 0.0 -100.0%
Revenue Bond Interest Expense (14.9) (14.6) (14.6) 0.1%
Other Non Operating Expenses, net 18.7 (2.3) 2.2 -194.7%
Total Non Operating Income (Expense), net 46.5 27.8 22,7 -18.4%
Increase (Decrease) in Net Position Before Capital Contributions 82.1 106.0 55.1 -48.0%
Capital Grant Contributions 1.2 6.0 18.5 207.4%
Special ltem 0.0 0.0 0.0 #DIV/0!
Increase (Decrease) in Net Position before Special ltem 83.3 112.0 73.5 -34.3%
Net Position
Net Position Beginning of Year $647.0 $730.3 $842.3 15.3%
Net Position End of Year $730.3 $842.3 $915.9 8.7%

*May not foot due to rounding

Definition of Net Position (Equity)

The statement of revenues, expenses and changes in net position is a report indicating
whether an organization’s financial condition has improved or declined as a result of the
year’s activities. Changes in net position are reported as the underlying events occur,
regardless of the timing of related cash flows.

The Port of Tacoma expects its net position to increase in 2026 by $73.5 million from the
estimated 2026 results.
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V. Capital Investment Plan
Overview

The Port invests in projects to increase the capacity, extend the life of, or improve the safety or
efficiency of Port-owned property and equipment.

New projects in the Capital Investment Plan that are $100,000 or greater have been vetted
through the Investment Decision and Development Process (IDDP). The IDDP is a two-stage
planning development.

o Stage 1 (Opportunity Assessment) is to document new investment opportunities, identify any
conflicts and receive input from all potentially affected departments/teams. Leadership
management makes the decision to pursue the opportunity in the next stage.

o Stage 2 (Alternatives Analysis) is to assess the initial viability of a project, consider and
evaluate alternatives, conduct a project screening, and consider long-range capital planning
including grants.

The five-year Capital Investment Plan (CIP) identifies all projects planned or under way. The
CIP provides a mechanism for tracking and managing project budgets and cash flows for five
years into the future. Table V-1 shows historical and planned capital spending of the capital
budget for a ten-year time frame. Projects are associated with a program that fall under one of
the “Businesses” or under a category called “Port-wide Infrastructure.”

Although funds for a project are included in the CIP, the project is not automatically authorized
to proceed. Each project is reviewed and approved individually by the Port Commission and
must have the necessary permitting before proceeding. The CIP for the NWSA is not included in
this section (See the NWSA addendum).

To achieve its goals, the Port continues to invest in revenue-generating capital projects that
support its businesses. The Port also will invest in infrastructure projects that support the Port’s
maritime business, as well as increasing rail and road transit of cargo within and surrounding
the Tideflats. Often, these infrastructure projects are expensed versus capitalized due to
accounting rules.

In addition, environmental projects are planned for meeting or maintaining regulatory
requirements, including the development of mitigation and remediation projects. Projects may
be expensed or capitalized according to accounting rules.

Summary of Major Projects

In alignment with the Port’'s 2026-2030 Strategic Plan, the five-year capital budget focuses on
completion of the new Maritime Center, construction of an off-dock container support facility,
waterway infrastructure improvements, enhanced security, and environmental projects. By the
end of 2025, the Port will have completed or neared completion of the following capital projects:

o |Installation of backup generator at Maintenance Building

¢ Railroad infrastructure improvements and rail equipment purchases
o Life cycle IT and Security equipment replacements

¢ Industrial warehouse demolitions

e Maintenance and rehabilitation of Port assets
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New Development in the five-year CIP includes the following, among several other projects:

¢ Continued construction of the Maritime Center

¢ Design and construction of a vactor decant facility

¢ Channel dredging of the Blair Waterway at Husky, WUT and PCT terminals
o Blair Tribal dredge cutback

¢ Construction of an off-dock container support facility

e Electric Vehicle Charging Station at the Maintenance building

e Replace rail turnouts in the Banana Yard

e Industrial warehouse, office and shipway demolitions

¢ Information Technology upgrades and security enhancements

e Maintenance and rehabilitation of Port assets

o East Commencement Habitat Opportunity (ECHO) site design and construction
e Environmental cleanups for land stewardship

Infrastructure improvements will better position the current and future cargo volume levels.

The Port has a strong commitment to protecting and improving the environment and addressing
climate change. Recent examples of this commitment are the cleanup of historically
contaminated sites, such as the Hylebos Waterway Superfund project, the protection of existing
wetlands and fisheries throughout the Tideflats and Commencement Bay, and adoption of the
2025 Northwest Ports Clean Air Strategy and Implementation Plan. Other environmental
projects include environmental coordination, continued investigations of underground storage
tanks contamination and other restoration and monitoring.

Strategic development efforts focus on serving existing customers, attracting new customers,
and building a diverse, dynamic, and resilient business base.

Table V-1.... Historical and Planned Capitalized Spending

($ Millions) 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
Historical Capital $7.8 $8.6 $12.8 $20.5

Planned Capital $85.3 $164.8 $81.5 $94.2 $22.9 $33.2
Grand Total $7.8 $8.6 $12.8 $20.5 $85.3 $164.8 $81.5 $94.2 $22.9 $33.2

Capital Investment Plan Priorities

To efficiently allocate human and financial resources, the Port uses a capital project
prioritization methodology. For internal management, the Port uses two categories:

e Open: These are ongoing projects or projects ready to move forward that have customer
commitment or a high degree of certainty. Only open projects are funded in the Plan of
Finance.

o Estimate: These are projects based on an identified business need or opportunity but have
not been fully developed in scope and cost.
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Capital Investment Plan Projects by Purpose

While the stage of the planning process determines the budgetary category of a specific project,
project purpose determines the source of financing. The Port classifies CIP projects into three
types, (see Table V-2):

 Revenue-Generating: Projects developed for a specific customer that will result in a new
revenue stream. The Port has designated Port-generated operating cash and revenue bonds
to fund most of these projects.

 Revenue Renewal: Projects developed to renovate or replace obsolete or aging revenue-
producing assets. These projects serve to extend existing revenue streams or ensure
existing streams are not lost and may offer additional revenue if replacements enhance the
efficiencies of operations or offer additional capabilities or value. The Port has designated
Port-generated operating cash or revenue bonds to fund most of these projects and may use
capital leasing through equipment suppliers or financial institutions.

o Infrastructure: Projects developed to enhance infrastructure, support multiple or future
customers, or enhance public infrastructure. Sometimes, other public agencies may
participate in funding that otherwise comes from Port-generated operating cash, the property
tax levy, and general obligation bonds or revenue bonds. They often are complex in nature,
with multiple public agencies involved in the planning process and execution.

Table V-3 shows Open (excludes Estimate) project expenditures during the five-year planning
horizon as categorized by accounting treatment.

Accounting rules require some spending to be capitalized and depreciated over time, while
other spending is expensed as incurred.

The Port’s policy is to capitalize all asset additions greater than $20,000 and with an estimated
useful life of more than three years. Depreciation is computed on the straight-line method. The
economic lives of capitalized assets range from three years to 20 years for machinery and
equipment while economic lives of buildings and improvements range from 10 years to 75
years.

Table V-3 shows that the Port intends to implement $467 million worth of planned projects in the
next five years, with $195 million of that total earmarked for 2026. Non-operating and operating
projects will be expensed as incurred and are included in the operating budget.

Table V-4 shows the five-year CIP by Line of Business. The investments assigned to Rail
Equipment and Channel Dredging are for infrastructure and dredging the Port is responsible for
to support the NWSA.

Table V-5 shows the expected increase in depreciation and revenue when planned projects are
completed. The CIP is the total expected spending of 148 projects, 66 of which are capitalized
and 82 expensed as incurred.

The expensed projects are captured as expenses in the current year budget and five-year Plan
of Finance as incurred. The costs of the capitalized projects are captured as depreciation
expense over the estimated useful life of the projects which may extend beyond three years.
The Port does not expect any significant increase in operating expenses associated with the
additional capital projects.
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Table V-2.... Five-Year Planned Capital Investments by Purpose
($ Millions)

2026 2027 2028 2029 2030 Total
Infrastructure $147.9 $62.3 $42.7 $4.7 $6.1 $263.6
Renewal 27.0 16.8 37.9 23.8 32.3 137.8
Revenue 20.0 14.2 31.0 0.0 0.0 65.3
Grand Total $194.9 $93.3 $111.6 $28.5 $38.4 $466.7

May not foot due to rounding.

Table V-3.... Five-Year Planned Capital Investments by Accounting Treatment

($ Millions)
2026 2027 2028 2029 2030 Total
Capitalized $164.8 $81.5 $94.2 $22.9 $33.2 $396.6
Operating Expense 27.5 10.5 16.0 4.3 4.1 62.4
Non-Operating Expense 2.6 1.3 1.4 1.3 1.1 7.7
Grand Total $194.9 $93.3 $111.6 $28.5 $38.4 $466.7
May not foot due to rounding.
Table V-4.... Five-Year Planned Major Projects by Line of Business
($ Millions)
2026 2027 2028 2029 2030 Total
Rail Equipment & Channel Dredging $5.5 $27.1 $59.6 $21.0 $18.3 $131.4
Real Estate 84.8 375 41.9 20 12.9 179.1
Port-Wide Infrastructure 104.6 28.7 10.1 5.5 7.3 156.2
Grand Total $194.9 $93.3 $111.6 $28.5 $38.4 $466.7
May not foot due to rounding.
Table V-5.... Depreciation Impact Due to Capital Investments
($ Millions)
2026 2027 2028 2029 2030 Total
Rail Equipment & Channel Dredging ($0.2) ($0.3) ($0.3) ($0.3) ($0.3) ($1.5)
Real Estate (0.5) (5.0 (5.4) 9.7 (7.6) (28.3)
Port-Wide Infrastructure (1.3) (7.5) (7.8) (7.7) (7.5) (31.8)
Grand Total ($2.0) ($12.8) ($13.6) ($17.8) ($15.4) ($61.6)

May not foot due to rounding.
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Capital Budget Project Descriptions

The following section provides details of major planned improvements within each business and
only includes major projects and equipment.

Rail Equipment & Channel Dredging

Planned capital expenditures for container terminals and rail over the next five years will total
approximately $131 million. The CIP will provide the funds necessary for channel dredging at
Husky, WUT and PCT terminals.

Industrial & Commercial Real Estate

The Port will invest $179 million in real estate improvements to include land acquisition,
construction of an off-dock container support facility, remedial actions at the Arkema
Manufacturing site, EBC shipway and pile demolition and habitat construction at East
Commencement Bay and Port Parcel 12. The CIP also includes several remedial site
investigations and remediation cleanups.

Port-Wide Infrastructure

This section includes capital expenditures not specific to a single business and are in support of
the Port’s infrastructure or environmental improvements.

e Design and construction of a new Maritime Center

o Environmental Programs: Including investigation, reduction and monitoring of emissions,
municipal stormwater permit program and ongoing clean-up projects

e Technology: The Port will update and implement technology improvements to increase
efficiency and productivity

e Operating expense contingency for emergent issues

Capital Investment Plan Revisions

The CIP is an integral part of the budget planning process and is reviewed and revised semi-
annually. Adjustments in amount and timing are made as required to meet changes in customer
or infrastructure requirements.

The Port maintains sufficient cash reserves to meet the CIP requirements, as well as any
unexpected capital requirements, without adversely affecting the ongoing operations of the Port.
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VI. Tax Levy
Tax Levy At-a-Glance

e The levy increases by $805,379 from $26,845,952 to $27,651,331. The increase is due to a
flat 3% increase in the amount collected, a growth rate consistent with the methodology of the
last three years where a flat rate was used but a change from prior years which used a
constant levy rate resulting in a total levy that fluctuated with changes in property values and
increases in first-time taxes on new construction.

e Target millage rate of $0.13126 per $1,000 assessed value, a 0.8% decrease from the
previous year and a 28.5% decrease from the Port’s constant millage rate prior to six years
ago.

e Tax levy for a $300,000 assessed value home for 2026 will be $39.38, $0.33 less than 2025.

e The total levy will be used for the following:

Interest payments $4,697,265
Principal payments 7,600,000
Governmental Projects 15,354,066
Total $27,651,331

Tax Levy Sources

The Pierce County Treasurer acts as an agent to collect property taxes levied in the County for
all taxing authorities. The County levies taxes annually (January 1) on property value listed as of
the prior May 31. To determine valuation, the County revalues property every six years. The
value of the property placed on the assessment rolls for property tax purposes may not always
be the true and fair market value; (RCW 84.04.020 and RCW 84.04.030).

Property owners pay taxes in two equal installments on April 30 and October 31. The Pierce
County Treasurer distributes collections to the Port on a monthly basis. By law, the Port can levy
up to 45 cents per $1,000 of assessed valuation for general Port purposes. Tax levy ceiling
increases have been limited since 1985 to the lesser of 1 percent or the Implicit Price Deflator
plus new construction and improvements.

The Port’s preliminary highest lawful regular levy plus refunds amount since 1985 is
$30,229,483, well above the proposed levy of $27,651,331.

Port of Tacoma Levy History

Figure VI-1 shows the maximum allowed levy versus the actual Port levy from 2017 to the
proposed 2026 levy.

o After holding a constant target millage rate of $0.18365 per $1,000 for the previous 12 years,
in 2021 the Port altered the process for setting the levy by instead targeting a specific growth
rate. For 2026 this 3% growth target results in a new millage rate of $0.13126 per $1,000 as
shown in Figure VI-2.

¢ In 1988, the state changed the law so that a port could have a levy at less than the maximum
while still preserving the ability to tax up to the maximum in the future (“banking levy
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capacity”), if the need is justified.

¢ This law allows a port to tax at a lower level in the years when it doesn’t require the
maximum levy but return to the maximum level in years of need. In an effort to minimize
reliance on the levy, the Port has taxed less than the maximum, reducing the taxpayers’
burden by approximately $39.4 million over the last 10 years.

Figure VI-1....Actual Port Levy vs. Maximum Port Levy
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Figure VI-2.... Port Tax Levy vs. Millage Rate
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Initiative 747

Washington voters approved Initiative 747 on November 6, 2001, amending RCW 84.55.005
and 84.55.0101. Initiative 747 impacted local government, including cities, counties, and special
purpose districts, such as ports, by limiting property tax increases to 1 percent per year unless
approved by the voters.

New construction and the “banking capacity” were not affected by this initiative. For the Port,
this means that since 2002, the gap between the maximum allowable levy and actual levy
collected has decreased.

While the Washington State Supreme Court ruled the initiative unconstitutional in the autumn of
2007 for technical reasons, the Legislature re-imposed the one percent cap during a special
session in November 2007.

Special Tax Levies

Special levies approved by voters are not subject to the above limitations. The Port can levy
property taxes for dredging, canal construction, leveling or filling upon approval of the majority of
voters within the Port District. This levy is not to exceed $0.45 per $1,000 of assessed value of
taxable property within the Port District.

IDD Tax Levies

The Port may also levy property taxes for Industrial Development Districts (IDDs) under a
comprehensive scheme of harbor improvements for up to 20 years, not to exceed $0.45 per
$1,000 of assessed value of taxable property within the Port District, with a cap on the
aggregate amount to be collected per RCW 53.36. The amount to be collected by the Port if an
IDD was created may vary over the maximum 20-year period.

Tax Levy Uses

The Port uses the tax levy to pay for debt service, capital improvements and governmental
projects. Although the Port strives to maintain its levy rate at a level significantly below its legal
limit, this does not preclude the Port from levying taxes at a higher rate in future years. Over the
next five years, the Port plans to spend $397 million on governmental projects as shown in
Table VI-1.

The Port will use the regular levy for the current year’s debt service on G.O. bonds (principal
and interest) of $12,297,265. The history of its usage is shown in Figure VI-3. The Port does not
use the tax levy for operating expenses.

Table VI-1.... Governmental Infrastructure Projects ($ Millions)

Initiatives 2026-2030
Technology & Infrastructure $171
Environmental 213
Land 13
Total $397
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Figure VI-3....Historical and Projected Use of Port Tax Levy
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Taxpayer Effect

Figure VI-4 shows the effect of the change in millage over the last 10 years on a $300,000
assessed value home. During 2017 to 2020, a homeowner paid $55.10 annually of tax
compared to the proposed tax for 2026 estimated at $39.38.

Figure VI-4....Port Tax on a $300,000 Assessed Value Home
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Table VI-2 illustrates the assessed valuation and millage rate from 2017 to 2026. The assessed
value has increased from $90.7 billion in 2017 to $210.7 billion in 2026, while millage (the rate
paid per $1,000 assessed value) has dropped from $0.18365 in 2017 to the proposed rate in

2025 of $0.13126.

Table VI-2....History of Port Tax Levies for General Port Purposes

Levy on
Assessed Millage Actual Tax |G. O. Bond Debt| Balance Cap $300,000
Year Valuation Rate Levy Service Improvement Home
2017 90,713,390,689 0.18365 16,659,527 11,849,566 4,809,961 55.10
2018 101,406,430,390 0.18365 18,623,291 9,711,419 8,911,872 55.10
2019 114,011,707,624 0.18365 20,938,250 10,046,522 10,891,728 55.10
2020 126,096,129,224 0.18365 23,157,554 10,046,636 13,110,918 55.10
2021 137,859,221,328 0.17302 23,852,281 12,363,171 11,489,110 51.91
2022 159,259,716,623 0.15426 24,567,849 12,156,238 12,411,611 46.28
2023 191,187,912,091 0.13236 25,304,884 12,195,336 13,109,548 39.71
2024 191,634,741,724 0.13601 26,064,031 12,243,292 13,820,739 40.80
2025 202,825,377,377 0.13236 26,845,952 12,294,130 14,551,822 39.71
2026 210,665,012,924 0.13126 27,651,331 12,297,265 15,354,066 39.38
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Figure VI-5....2025 Tax Levies by Taxing District

Assessed Values for Tax Year 2025
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Table VI-3....Tax Levy Detail
Certified Assessed Value Subject to Regular Levy
$210,665,012,924
Application to G.O. Bond Debt Service
$0.05837 Per $1,000 Assessed Value for G.O. Bond debt payment

Per $1,000 Assessed Value Available for Governmental

0.07288
3 Projects & Additional Debt Retirement

Local Schools
35.2%

$12,297,265

$15,354,066

$0.13126 Per $1,000 Assessed Valuation

Tax Levy Detail

$27,651,331

Details of the 2026 tax levy are provided on the following pages in Figure VI-6 and Figure VI-7.
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Figure VI-6....2025 Preliminary Pierce County Assessed Values for 2026 Tax Levy

Pierce County
Marty Campbell, Assessor-Treasurer

2401 South 35th Street

Tacoma, WA 98409-7498

(253) 798-6111 FAX (253) 798-3142
ATLAS (253) 798-3333
www.piercecountywa.org/atr

September 10, 2025
OFFICIAL NOTIFICATION TO: PORT OF TACOMA

RE: 2025 PRELIMINARY ASSESSED VAIUES

FORREGULARLEVY
Total Taxable Regular Value 210.665.012,924
Highest lawful regular levy amount since 1985 290.811,693.29
Additional revenue from current year's NC&I 337.483.45
Additional revenue from annexations (RCW 84.55) 0
Additional revenue from administrative refunds (RCW 84.69) 7781430
Additional revenue firom administrative refinds not allowed if limited by statutory rate limit
Court Ordered Refunds (must be levied) 0.00
Additional revenue from increase in state-assessed property 0.00
Total Allowable Levy (as controlled by the limit calculation) 30.229.482.91
Last year's levy amount (including refunds) 0.00
FOREXCESSLEVY
Taxable Value 205.831,302,774
Timber Assessed Value
Total Taxable Excess Value 205,831,302,774
New Construction and Improvement Value 2,543,929,198

Ifyou need assistance or have any questions regarding this information, please contact Kim Alflen
253.798.7114 kim.alflen@piercecountywa.gov

Port of Tacoma Budget Tax Levy — VI-7



Figure VI-7....Preliminary Tax Levy Limit: 2025 for 2026

Pierce County

Marty Campbell, Assessor-Treasurer
2401 South 35th Street

Tacoma, WA BE4028-T408

(253) TRE-6111 FAX (253) TEE-3142

ATLAS (253) 798-3333

wwow . piercecountywa.ong/atr

PRELIMINARY LAWFUL LEVY LIMIT 2025 FOR 2026

REGULAR TAX LEVY LIMIT:

A Highe [Eehalal 14 rhis £ e 5 X i i
awith the 1985 levy [refund levy not incuded] 4 limit factor
{as defined in RCW 84.55.005).

B. Current year's assessed value of new construction, improvements and
wind turbines in original districts before annexation ocowred times
last year's levy rate (if an error ocourred or an error correction
was make in the previous year, use the rate that would have besn
levied had no error ocourred].

C. Taxincrement finance area increment AV increase (RCW 84.55.01001])(e))
Current Year's AV, less base year's AV, , the result to be multdplied by last
vear's regular levy rate [or the rate that should have been levied)

D State assessed property value in original district,
if annexed, less last year's state assessed property value. The
remainder to be multiplied by last year's regular levy rate [or
the rate that should have been levied].
LAST YEAR'S ADDITIONAL REVENUE FOR ESTIMATION

E REGULAR PROPERTY TAXLIMIT (A+ B+ C)

ADDITIONAL LEVY LIMIT DUE TO ANNEXATIONS:

F To find rate to be used in G, take the levy limit as shown in
Line I above and divide it by the current assessed value of the
district, excluding the annexed area,

G Annexed area’s current assessed value inchuding new construction
and improvements times rate found in F abowve,

H NEWLEVY LIMIT FOR ANNEEATION (E + &)

LEVY FOR REFUNDS:

I RCW 84.55.070 provides that the levy limit will not apply to the
levy for tames refunded or to be refinded pursuant to Chapters
84.68 or 84.69 RCW. (E or G + refund if any’)

] TOTALALLOWAELE LEVY AS CONTROLLED EY THE LEVY LIMIT

E Amount of levy under statutory rate limitation

L PRELIMINARY LAWFUL LEVY FOR THIS YEAR

Port of Tacoma Budget
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VIl. Plan of Finance
Sources of Port Capital Funding

The Plan of Finance (POF) is a tool used to determine borrowing needs and identify the impact
of project spending on the Port’s financial statements. The POF is built using the forecasted
five-year operating budget and CIP. Since the POF is a scenario tool, it may include additional
revenue, expense, or capital spending to show the impact of “what if’ scenarios on the Port’s
future financial performance. The POF forecasts the Port’s current and future profitability,
identifies any future borrowing needs, and calculates numerous standard financial metrics.

The Port uses this tool to determine its ability to fund new opportunities and to adapt to
changing market conditions. The Port derives its funds from the following sources:

e NWSA Net Income: One half of the net income from the NWSA is included as revenue to the
Port

o Property Rentals: The Port leases facilities and land primarily for industrial activities and
storage

o Terminal Services: The Port’s bulk operations include dockage, cargo handling, storage and
related activities

e Tax Levy: Ad valorem property tax receipts net of existing G.O. bond payment obligations

e Non-Operating Income: Primarily HMT receipts, grants and interest on the Port’s cash and
investments

While actual revenue growth will depend on international and domestic economic developments
as well as timely implementation of planned capital projects, the Port’s blend of revenue
sources, including the NWSA and long-term leases, makes future revenue streams reasonably
predictable. See Table VII-1 for historical and projected port operating revenue.

The Port projects that annual tax levy receipts will grow from $27.7 million in 2026 to $31.1
million in 2030. The Plan of Finance assumes an increase in the tax levy dollars collected of 3%
per year.

The Port uses the tax levy to pay general obligation bond debt service as well as the costs of
infrastructure and environmental projects directly.

The Port monitors its customers’ needs and offers changes in facilities and services tied to
extensions in customer lease commitments. The Port attempts to negotiate customer lease
terms that minimize the risk of multiple expirations occurring over a short period of time which
helps to secure a steady revenue stream and spreads out periodic rent increases for steady
revenue growth.

The 2026-2030 POF assumes that the forecasted revenue from the NWSA will be as shown in
the NWSA addendum. The NWSA revenue is combined with the forecast for Port-managed
properties to create the combined income forecast. Additionally, the capital spending included in
the POF represents the combination of 50 percent of the NWSA CIP along with all the Port
planned capital project spending.

Table VII-1.... Historic and Planned Port Operating Revenue

($ millions) 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
Operating Revenues  $79.2 $82.3 $90.0 $975  §$137.8  $103.8 $1034 $103.0 $1064  $102.2
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Summary of Debt Guidelines

Historically, the Port has used long-term debt to finance capital asset acquisition and
construction, matching the life of the asset to the term of the underlying debt. The practice has
been to borrow against an asset for up to 100% of its useful life.

Using only long-term, fixed-rate debt makes the Port’s debt portfolio subject to interest rate risk.
When interest rates change, the value of a particular debt position also changes. This is true on
both sides of the debt equation, whether the Port is the lender, as in its investment portfolio, or

the borrower, as in its debt portfolio.

The Port’s historic reliance on fixed-rate debt has achieved budget certainty and relatively low

borrowing costs, particularly when refinancing outstanding, fixed-rate bonds. However, tax law
limitations and early redemption restrictions have prevented the Port from taking full advantage
of lower borrowing costs.

Selective use of variable-rate borrowing has enabled the Port to meet two objectives: achieve
better asset-liability management and lower overall borrowing costs. The Port’s debt guidelines
include the following elements:

e The legal framework of debt issuance

e The roles and responsibilities of the Commission, Chief Financial Officer and other Port
professionals in carrying out debt issuance

o The preferred selection process of financial and legal professionals
e Guidelines for the sale of Port debt
o Communication guidelines regarding the management of relationships with ratings analysts

o Compliance guidelines involving the investment of proceeds, arbitrage liability management,
continuing disclosure and Bond Users Clearinghouse

o Guidelines and strategies for the use of payment agreements
o Guidelines and strategies for the use of variable rate debt

o Other guidelines regarding refunding, conduit financing, capital program spending, debt
database management and debt issuance accounting

o Detailed information on specific practices such as refunding, the role of the Bond Sales and
Finance Team, arbitrage considerations, reporting and other communication with investors

Although the Port’s debt guidelines are flexible to allow adjustments to changing conditions,
they indicate how the Port manages its debt structure and how it should approach issuing future
debt. In addition, the Port retains reserves of invested cash to meet its financial obligations.
(See Appendix H for Port minimum cash details. See Section X for the complete Port of Tacoma
Debt Guidelines.)

Limits on Debt

Several types of debt make up the Port’s total outstanding debt. Each type of debt comes with
its own limits.

State statute sets General Obligation (G.O.) bond limits: non-voted G.O. bonds are limited to
one quarter of one percent of the assessed value of the Port District and voted G.O. bonds are
limited to three quarters of one percent of the assessed value within the Port District.
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Coverage factors limit the dollar amount of revenue debt that the Port sustains. While bond
resolutions require a coverage amount of 1.35 for senior revenue debt and 1.0 for subordinate
revenue debt, the Port intends to maintain a higher, blended coverage factor to preserve its
desired credit rating.

Commission policy is to maintain a two-times debt service coverage on all revenue debt.
Credit Ratings

In issuing their ratings, credit rating agencies look at a variety of factors, including the Port’s
ability to generate cash flow beyond the amount needed to cover the debt.

Ratings are issued for different debt classes and may change over time. If ratings go down, the
cost of future debt goes up, as does the cost of obtaining bond insurance.

Table VII-2.... Credit Ratings

Senior Subordinate | General
Revenue Revenue Obligation
Moody’s Investor Services
Aa3 A1 Aa2
Standard & Poor’s Corp.
AA+ AA AA+

Lien Structure & Debt Service Coverage

The Port evaluates the potential benefit of each available tier of debt to enhance overall
financial capacity. There are at least five tiers of debt available:

e G.0. bond tier is the lowest cost debt tier because of the pledge of the Port’s tax base

e General revenue bonds secured by a senior lien on operating revenues has a first priority
claim on all operating revenues of the Port and are the lowest-cost revenue debt instruments

o General revenue bonds secured by junior lien o