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May 30, 2023 

 

Mike Folkers, Director of Finance and Administration 

Port of Grays Harbor 
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PO Box 660 

Aberdeen, WA 98520 

 

Dear Mr. Folkers: 

This letter confirms the Office of the State Treasurer’s (“OST”) receipt and review of the Port of Grays 

Harbor’s (the “Port”) tax increment financing (“TIF”) project analysis, initially provided on February 28, 

2023, with supplement materials provided on March 24, 2023. OST and PFM Financial Advisors LLC, the 

state’s municipal advisor, have reviewed the provided materials. Based on our review, which is detailed 

in the sections to follow, we believe that the Port’s project analysis, supported by the supplemental 

documents, generally addresses the topics listed in section 020(2) of RCW 39.114 (the “TIF Statute”). 

However, as we describe within this letter, certain aspects of the project analysis, such as the plan of 

finance and information surrounding the assumed timing on the private development within the project 

area are insufficiently described to provide stakeholders with a clear understanding of the project’s risks 

and the information necessary to evaluate the project.  

Please note, this review is based on the information, projections, and assumptions provided by the Port 

in the project analysis, or communications with the Port. OST has not independently verified the data or 

its accuracy or performed any feasibility analyses or projections of its own. 

Executive Summary 

The purpose of the proposed tax increment area (the “TIA”) is to fund a portion of the cost of expanding 

the Port’s Terminal 4. The public improvements include rail upgrades, expansion of the Port’s cargo yard, 

upgrades to the stormwater system, and replacing the current fendering system. These improvements 

will allow the Port to increase its export capacity. The need for the improvements is driven by an 

agreement with Ag Processing, Inc. (“AGP”), the largest soybean meal exporter in the United States, who 

has agreed in principle to the construction of a new, two-pit dump house and three-spout ship loader at 

the terminal, contingent on completion of the Port’s infrastructure upgrades.  

As described by the Port’s project analysis, the cost for the public improvements is estimated to be 

$46,850,000. Of this, up to $10,000,000 is expected to be funded through the issuance of Limited Tax 

General Obligation (“LTGO”) bonds, which will be backed by the full faith and credit of the Port. The Port 

did not provide a specific timeline as to when it intends to issue the bonds. The project timeline indicates 

work on the public improvements is expected to begin around the second quarter of 2024. 

Should tax allocation revenues be insufficient to fully pay the debt service on the LTGO bonds, the full 

faith and credit pledge would require the Port to pay the remaining debt service due on the bonds from 
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the Port’s reserves and general revenues. The Port did not include a projected payment schedule for the 

debt, so no comparison of expected tax allocation revenues to debt service is considered in this report. 

Statutory Role and Purpose of Review 

As enacted by the 2021 Washington State Legislature, section RCW 39.114.020(7)(b) of the TIF Statute 

requires that prior to the adoption of an ordinance authorizing the creation of a TIA, the local government 

proposing the TIA must provide a project analysis to OST for review. OST is to complete its review within 

90 days of receipt of the project analysis. Upon completing the review, OST must provide to the local 

government any comments regarding suggested revisions or enhancements to the project analysis that 

OST deems appropriate. OST received the first draft of the Port’s project analysis on February 28, 2023, 

with supplemental information provided by the Port to OST on March 24, 2023. 

Project Team  

Jurisdiction:  
Port of Grays Harbor 

County:  
Grays Harbor County 

Project Title:  
Terminal 4 Expansion 

Redevelopment Area: 
Port of Grays Harbor Terminal 4 

Port of Grays Harbor: 
Gary Nelson, Port Administrator 
Mike Folkers, Port Finance Director 
 

Consultants: 
Cynthia Weed, K&L Gates, Bond Counsel 
Scott Bauer, NW Municipal Advisors, Financial Advisor 
Art Blauvelt, Ingram, Zelasko & Goodwin, Legal Counsel 
Ken Albert, Grays Harbor County Treasurer 

Proposed Tax Increment Area 

The boundary of the proposed TIA consists solely of the Port’s Terminal 4. Due to the land being whole 

owned by the Port, the current assessed valuation (“AV”) of the TIA in 2023 is $0, so there are no 

concerns regarding the statutory limitation that limits a TIA to the lesser of $200 million of AV or 20% of 

the Port’s total AV ($12,050,602,701). It should be noted that HB 1527, which became effective on May 

9, 2023, amended the original TIF statute to allow personal property to be included in tax increment 

calculations, allowing the Port, who will continue to lease the land to AGP to move forward with this 

project. According to the project analysis, the boundary represents a specific area that is expected to be 

developed by AGP as the result of the infrastructure improvements to be funded by the TIA.  
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Figure 1 – Map of Proposed Tax Increment Area 

 
  Source: Port of Grays Harbor                   

Project Description 

Public Improvements Within the TIA 

To encourage the anticipated private development in the TIA, the project analysis identifies four 

infrastructure improvement projects. The total cost of the public improvements is expected to be 

$46,850,000. The table below provides a summary of the expected sources of funds for the public 

improvements. 

Planned Source of Funds  Amount Status of Funds  

Port Infrastructure Development Program 
Grant  

$25,500,000 Grant secured Oct 2022   

LTGO Bonds  $10,000,000 Pending  

State Capital Budget Request $7,000,000  $3,500,000 appropriation 
in 2023-25 capital budget  

Port of Grays Harbor Funds  $2,850,000  

Grays Harbor County Economic Development 
Grant  

$1,500,000 Pending  

Total  $46,850,000  

 

OST notes that $3.5 million of the $7 million capital budget request was appropriated in the enacted 2023-

2025 capital budget (Section 1025). It is unclear, based on the project analysis, if this presents a funding 

shortfall, and if so, how such a funding shortfall could be resolved.  

Construction of the public improvements is expected to begin in the second quarter of 2024. The specific 

costs for each element of the public improvements were not provided by the Port. The public 

improvements are expected to be completed by the third quarter of 2025. 

1) Rail Upgrades and Improvements 

Construct 50,245 feet of new rail and storage tracks for parking hopper cars, a new rail bridge 

over Fry Creek, extension of an existing culvert, and road-rail crossing upgrades. 
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2) Cargo Yard Expansion 

Installation of a secure entry gate, filling the casting basin area that was previously excavated, and 

grade and resurface the cargo yard site to accommodate expected business activities. 

3) Stormwater 

Construct access roads, storm drainage systems, security facilities, and associated improvements 

to facilitate the other upgrades, including the construction of stormwater collection and 

treatment system at Terminal 4. 

4) Fendering System 

Remove the existing timber-piled fender system and replace with a modern, suspended system. 

Figure 2 – Map of Public Improvements 

 

  Source: Port of Grays Harbor 

Private Development Within the TIA 

The public improvements to the Port’s Terminal 4 are expected to facilitate AGP’s construction of a new, 

two-pit dump house and three-spout ship loader. According to the Project Analysis, the cost of the 

private investment is expected to be $123,000,000, which was used to estimate the expected AV of the 

private development, for the tax allocation revenue calculations. While the Port did not specify a 

timeline for the construction of the private development, it did provide an estimate for AGP operations 

to start up as early as the second quarter of 2025. 

As the project is relatively narrow in scope, there were no alternative development scenarios provided. 

The project analysis did include a revenue projection that discusses an alternative timeline, which is 

discussed in the “Tax Allocation Revenue Projections” section below. 
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Tax Allocation Revenue Projections 

The base TIF scenario included in the project analysis indicates that the Port will begin receiving tax 

allocation revenues in 2024 ($234,895), with the project reaching the expected full value of 

$123,000,000 in 2025, bringing in $481,535 in tax revenue. The base scenario projects 3% year-over-

year AV growth, with annual revenue increasing to $950,352 by 2048. The Port considered the 3% 

growth rate to be conservative, as they stated in the “Additional Information” provided to OST that 

“property values in Grays Harbor have been increasing by double digits.” No additional private 

development is assumed during the life of the TIA. 

In the “Additional Information” provided to OST, the Port provided three alternative revenue 

projections: (1) Project Delay; (2) 2% Growth Rate; and (3) 2% Growth Rate & Delay. Scenarios 1 and 3 

both assume a one-year delay while scenarios 2 and 3 have AV increasing at an average of 2% a year, 

rather than the 3% included in the base scenario. A full table including the four revenue scenarios is 

included in Appendix 1. 

Financing Plan  

The Port anticipates issuing $10 million of LTGO Bonds to finance a portion of the public improvements. 

LTGO Bonds are secured by the full faith and credit of the Port, including its property tax levy. In the 

“Additional Information” provided to OST, the Port stated they used an interest rate of 4% for planning 

purposes and assumed an ascending debt service structure, with principal amounts that are expected to 

increase uniformly with projected revenues. Also in the “Additional Information” responses, the Port 

affirmed that it is obligated to make debt service payments with available resources regardless of the 

status of and revenues generated by the project. However, the Port did not provide a projected 

amortization schedule to be used in comparison to projected tax allocation revenues, which is a critical 

component of a comprehensive plan of finance, and necessary for decision makers to appropriately 

evaluate the project.  

Debt Capacity 

Based on the Port’s total 2023 AV of $12,050,602,701, the Port has $30,126,507 in total non-voted debt 

capacity (0.25% of 2023 AV). The Port currently has $9,853,580 of outstanding non-voted LTGO debt, 

leaving sufficient net non-voted debt capacity of $20,272,972 remaining before the proposed $10,000,000 

financing.  

Table 2 – Debt Capacity 

2023 Assessed Valuation for 2023 Collections $12,050,602,701  

Non-Voted Debt Capacity (0.25% of AV) 30,126,507 

Less: Outstanding Non-Voted Debt (9,853,580) 

          Remaining Non-Voted Debt Capacity 20,272,972 

Less: Proposed Financing (10,000,000) 

Projected Remaining Non-Voted Capacity $10,272,927  

Projected Remaining Non-Voted Capacity % 34.1% 

Source: Port of Grays Harbor 
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While the amount of proposed debt is well within the Port’s legal debt limit, assuming the TIF related 

LTGO bonds are issued, only 34.1% of non-voted debt capacity would remain ($10.3 million). This would 

limit the Port’s ability to issue additional LTGO debt in the short term if an immediate capital need were 

to materialize. 

Projected Debt Service Coverage  

The Port did not provide a projected debt service schedule, so OST is unable to assess the projected 

coverage that tax allocation revenues will provide. In the Revenue Bond Debt Service Coverage table 

included in Appendix F of the project analysis, the Port included a line item for TIF Debt Service in the 

amount of $640,120 for FY 2023. The table did not provide projected debt service for the years after 2023.  

OST notes that projected tax allocation revenues do not appear to be sufficient to meet the 2023 debt 

service amount of $640,120 until 2035. Given the apparent tax allocation revenue shortfall, its essential 

that stakeholders be provided with a projected debt service schedule to allow them to appropriately 

evaluate this project. 

Port of Grays Harbor Financials  

The Port’s project analysis contained a consolidated income statement that detailed revenues and 

expenses over a 5-year period. The operating income of the Port from 2018 through 2021 was positive, 

with operating income before depreciation ranging from $2.5 million to $4.5 million. The Port’s 2022 

financials show an operating loss of $457,367. The 2023 budget indicates an expected surplus of $1.6 

million before depreciation. The Port did not provide information on its unrestricted balances in the 

project analysis, which is necessary information for decision makers to appropriately evaluate the project. 

The Port’s property tax revenues have marginally increased year-over-year from $2.5 million in 2018 to 

$2.9 million in 2022. According to the most recent 2021 audit, the Port has three outstanding series of 

LTGO Bonds issued through a direct bank placement. LTGO Debt Service for 2022 was indicated to be 

approximately $1.5 million, well within the $2.9 million collected in property taxes. A copy of their income 

statement is included in Appendix 2. 

The Port has not indicated whether it has any plans to issue additional debt. 

Risk Summary 

From our review of the project analysis, it appears that the project will provide significant benefit to the 

Port and region. Nonetheless, the project comes with certain risks, primarily related to the cost and 

timeline for the public improvements, the timeline and assessed value of the private development, and 

the sufficiency of tax allocation revenues to repay the LTGO bonds that the Port expects to issue to finance 

a portion of the public infrastructure improvements.  

Further information is essential for decision makers to evaluate the costs and benefits of the project. The 

lack of an estimated debt service schedule in comparison to projected tax allocation revenues in the 

project analysis prevents stakeholders from being able to appropriately analyze the risk of projected tax 

allocation revenues being unable to meet debt service costs. Likewise, the project analysis does not 

include information on the Port’s unrestricted balances, which could be an important part of remedying 

any shortfalls in tax allocation revenues. As the Port is obligated to make debt service payments with 
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available resources regardless of the status of and revenues generated by the project, it is important for 

stakeholders to be aware of any potential shortfalls in revenues.  

Additional factors that could impact tax allocation revenues are described below: 

Project Costs: The Port’s project analysis notes that while current cost estimates for the public 

improvements equal $46.85 million, costs could rise to $55 million due to inflation. It is unclear 

what resources would be available for such an escalation in costs.  

Private Development Value:  The project analysis assumes the value of the private development 

is equal to $123 million. Given the expected tax allocation revenues to be produced in the TIA are 

100% reliant on this development, future revenues are very sensitive to the actual assessed value 

of AGP’s leasehold development. The Port notes that changes to AGP’s business plan could impact 

the amount of tax allocation revenues that could be collected. 

Economic Conditions: Tax allocation revenues could be negatively impacted by a downturn in the 

economy. The Port identified renewable fuel standards and tariffs as outside economic influences 

that could impact the assumptions used in the analysis. 

Construction and Assessment Timing: The revenue projections provided by the Port indicate that 

AGP’s project will be fully reflected on tax rolls in 2025. However, the project timeline shows AGP 

operations starting in the second quarter of 2025. Given 2025 assessed value will be calculated in 

2024, we are concerned that the full value of the project will not be realized if the private 

development is not completed at the time of assessment. This could be compounded by any 

delays to construction. The Port noted specifically that the supply of steel or other American made 

products may cause a delay in construction.  

Interest Rate Risk: The Port is exposed to interest rate risk until its bonds are sold. Per responses 

to OST’s questions, the Port indicated that a 4.0% interest rate for the LTGO Bonds was used in 

their preliminary analysis, with no indication of the basis for this assumption. Changing market 

conditions as well as potential private activity considerations could potentially result in higher 

interest rates.  

The general impact to the Port from any of the risk factors outlined above could be reduced tax allocation 

revenues and a greater reliance on its current tax levy and other available resources to pay debt service 

on the LTGO bonds issued to fund the public improvements in the TIA. Using general fund revenues or 

reserves to pay a portion of the LTGO bonds, would of course reduce the Port’s ability to allocate those 

funds to other projects or operations. Further, the Port’s proposed ascending debt service structure 

essentially raises the bar each year, making recovery from any structural deficit even more difficult. 

Suggested Corrections and Considerations  

For the purpose of accurately providing information to stakeholders, we suggest the following updates to 

the Port’s project analysis:  

1. The Port should update its project analysis to include a complete amortization schedule for its 

proposed LTGO bonds, and a comparison of estimated debt service to projected tax allocation 

revenues. The comparison should clearly identify any tax allocation revenue shortfalls and include 

a sensitivity analysis for each of the Port’s three revenue scenarios. A further explanation of the 
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Port’s financing assumptions, including private activity implications for its bonds, if any, would be 

helpful to identify specific risks associated with the Port’s plan of finance. 

2. The Port should update its project analysis to include a discussion of its unrestricted balances and 

how they might be used to offset any tax allocation revenue shortfalls. 

3. The Port should update its project analysis to include a discussion of how any cost increases or 

funding shortfalls related to the public improvements could be resolved. 

4. The Port should update its project analysis to include the expected construction timeline for the 

private development. 

Recommendations for the TIF Project 

The Port of Grays Harbor’s Terminal 4 project is a significant investment to Port facilities, which will 

bring new jobs and stimulate economic growth in the region. To help ensure the financial success of the 

project and to minimize risk, we provide the following recommendations: 

1. As the project moves forward, coordinate closely with the Grays Harbor County Assessor’s Office 

to ensure that the Port’s tax allocation revenue projections match the County’s assessment 

process and timelines, and are as realistic as possible.  

2. Clearly quantify and discuss with stakeholders how much risk exposure is appropriate for Port to 

take on for this project and how much potential debt service costs it is willing to cover.  

3. We recommend that the Port budget for and set aside funds to cover any potential tax allocation 

revenue shortfalls.  

4. Prior to approving the TIA, we recommend that the Port coordinate closely with other taxing 

districts impacted by the project, and the County Assessor’s office, to ensure that all parties have 

an accurate understanding of how the TIA will impact each taxing district’s property tax revenues. 

5. The Port’s interest rate assumptions may be too low, especially given current market conditions. 

We recommend that the Port consider using more conservative interest rate assumptions, 

especially if bond counsel suggests there may be associated private activity.  

6. We recommend the Port revisit the public improvement cost projections frequently and utilizes a 

publicly recognized inflation index to inform inflation projections. We also recommend 

stakeholders are updated on the status of project funding and the resources available for any 

shortfalls.  

7. We recommend the Port consider the Project delay scenario as the base tax allocation revenue 

scenario. Property taxes are calculated from the AV in the preceding fiscal year for taxes payable 

in the current year. It appears that the base scenario assumes that the private development would 

be completed by the time of assessment in 2024, with full revenue reflected in 2025. Given that 

operations of AGP are not expected to begin until the middle of 2025, it would seem more likely 

that the full value of the private development will not be captured until the 2025 assessment for 

the 2026 tax year. 
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Thank you for the opportunity to review the Port’s TIA project analysis. Based upon the information 

provided to date in connection with this project, this concludes our review. If there are material changes 

in the project’s scope, timing, cost, or plan of finance, please let us know. 

We wish the Port all the best with the project.  

 

Respectfully, 

 

Mike Pellicciotti 

Washington State Treasurer 

 

 
 

Jason Richter  

Deputy Treasurer 
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Appendix 1 –Tax Allocation Revenue Projections 

 

 
Source: Port of Grays Harbor
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Appendix 2 –Port Income Statement 
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Source: Port of Grays Harbor 


