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The Port of Portland
Management’s Discussion and Analysis

This discussion and analysis of the Port of Portland’s (Port) financial performance provides an overview of
the Port’s financial activities for the fiscal year ended June 30, 2004. Please read it in conjunction with the
Port’s financial statements, which follow this section.

Overview of the Financial Statements:

This audit report consists of three parts — management’s discussion and analysis (this section), the basic
financial statements (including notes), and supplementary information. The report is guided by accounting
and reporting principles established by the Governmental Accounting Standards Board (GASB), and also
by the Oregon Secretary of State (OSS). The basic financial statements are prepared on the accrual basis,
similar to a private business, whereby revenues are recognized when earned and expenses are recognized
when incurred, regardless of when cash is received or paid. The basic financial statements consist of
balance sheets which include the Port’s assets, liabilities, and net assets (assets minus liabilities) at year
end; statements of revenues, expenses, and changes in net assets, which include all revenues, expenses, and
grants expended for construction for the year; and statements of cash flows, which present the sources and
uses of cash for the year. The financial statements also include notes that explain some of the information
in the financial statements and provide more detailed data. Following the financial statements is a section
of supplementary information, nearly all of which is required by the GASB, the OSS, or bond ordinances,
which further explains and supports the information in the financial statements. The Port’s two activities
are Airport and Marine & Other. These activities are described in Notes 1 and 2 of the financial statements.
Of special significance to readers of the financial statements is that, with certain limited exceptions, Airport
monies are restricted by bond ordinances and Federal Aviation Administration regulations for use at the
Airport only. Airport net revenues (essentially operating revenues less operating expenses other than
depreciation) are largely determined by bond ordinances and contracts with airlines, as more fully
explained in Note 7 of the financial statements.

Financial Results:

The Port’s total net assets increased $44.7 million from the prior year, or 6.9 percent. Unrestricted net
assets — the portion of net assets that can be used to finance day-to-day operations without constraints
established by debt covenants or legal requirements — increased by $14.4 million, or 16.4 percent, during
that same time. In comparison, last year total net assets increased by $51.1 million, or 8.5 percent. The
analysis in Table 1 (below) focuses on the net assets of the Airport and of the Port’s Marine & Other
activities separately.

Table 1
Net Assets
($ millions)
Total
Percentage
Airport Marine & Other Total Port Change
2004 2003 2004 2003 2004 2003 2003-2004
Current and other assets 2726 $ 2365 $ 2469 $ 2285 $ 4941 *$ 439.6 12.4%
Capital assets 812.9 830.4 239.5 235.6 1,052.4 1,066.0 (1.3)%
Total assets 1,085.5 1,066.9 486.4 464.1 15465 * 1,505.6 2.7%
Long-term debt outstanding 634.6 654.9 66.3 66.0 700.9 720.9 (2.8)%
Other liabilities 108.8 93.9 67.9 66.6 1513 * 135.1 12.0%
Total liabilities 743.4 748.8 134.2 132.6 852.2 * 856.0 (0.4)%
Net assets:
Invested in capital assets,
net of related debt 1711 169.1 253.7 247.7 424.8 416.8 1.9%
Restricted 166.9 144.6 0.3 0.3 167.2 144.9 15.4%
Unrestricted 4.1 4.4 98.2 83.5 102.3 87.9 16.4%
Total net assets 3421 % 3181 $ 3522 % 3315 $ 6943 $ 649.6 6.9%

*

Receivables and payables between activities are eliminated in the Total Port column.



The Port of Portland
Management’s Discussion and Analysis, continued

Total net assets of the Airport increased by $24.0 million, or 7.5 percent, as a result of net income and
capital grants. Restricted net assets increased by $22.3 million, or 15.4 percent, primarily due to capital
grants and net income restricted for construction, as well as increased scheduled debt service payments.

Total net assets of Marine & Other increased by $20.7 million, or 6.2 percent, also the result of net income
and capital grants. Net assets invested in capital assets, net of related debt, increased $6.0 million, or 2.4
percent, mainly as a result of an increase in capital assets not funded with debt. Unrestricted net assets
increased by $14.7 million, or 17.6 percent, primarily due to net income.

Several factors caused changes in net assets (Table 2, below) to decrease $6.4 million from the prior year.
Airport changes in net assets increased $5.0 million, while Marine & Other changes in net assets decreased

$11.4 million (primarily the result of a $20.9 million decrease in insurance settlements related to
environmental liabilities versus the prior year (recorded as an extraordinary item)).

Table 2
Changes in Net Assets
($ millions)
Total
Percentage
Airport Marine & Other Total Port Change
2004 2003 2004 2003 2004 2003  2003-2004
Revenues:
Operating revenues
Charges for services $ 1530 $ 1458 $ 762 $ 730 $ 2292 $ 2188 4.8%
Land sales 15.0 6.2 15.0 6.2 141.9%
Other 0.1 0.1 0.1 0.1 0.2 (50.0)%
Nonoperating revenues
Property tax revenue 6.9 6.7 6.9 6.7 3.0%
Interest revenue 1.0 3.3 2.3 4.3 3.3 7.6 (56.6)%
PFC revenue 25.3 23.8 25.3 23.8 6.3%
Total revenues 179.4 173.0 100.4 90.3 279.8 263.3 6.3%
Expenses:
Operating expenses 124.0 120.8 88.4 90.1 212.4 210.9 0.7%
Nonoperating expenses 37.6 36.5 5.8 7.0 43.4 43.5 (0.2)%
Total expenses 161.6 157.3 94.2 97.1 255.8 254.4 0.6%
Income (loss) before extraordinary
item, contributions and transfers 17.8 15.7 6.2 (6.8) 24.0 8.9 169.7%
Extraordinary item 8.8 29.7 8.8 29.7 (70.4)%
Income before contributions
and transfers 17.8 15.7 15.0 229 328 38.6 (15.0)%
Capital contributions 7.8 4.3 4.1 8.2 11.9 12.5 (4.8)%
Transfers in (out) (1.6) (1.0) 1.6 1.0
Increase in net assets $ 240 $ 190 $ 207 $ 321 $ 447 $ 5l1 (12.5)%

Total revenues and extraordinary items for the Port decreased by approximately $4.4 million from the prior
year. Total expenses increased approximately $1.3 million over the prior year.

At the Airport, operating revenues increased about $7 million from the prior year. Concessions revenues
increased by over $6 million, including $2 million from parking operations and nearly $3 million from
rental cars. The increase of about $3 million in operating expenses was due to increased costs resulting
from security requirements, along with approximately $1.5 million in increased depreciation expense (as a
result of the completion of several large construction projects). Nonoperating revenues at the Airport
decreased, due mostly to a reduction in interest income as a result of lower interest rates, offset by
increased passenger facility charge (PFC) revenues (as a result of increased passenger counts). At the same



The Port of Portland
Management’s Discussion and Analysis, continued

time, nonoperating expenses increased by $1 million, due primarily to the write off of a section of defective
runway asphalt. Capital contributions increased about $3.5 million as a result of incurring more grant-
eligible costs in 2004.

For Marine & Other, operating revenues increased about $12 million over the prior year, largely the result
of increased container volumes and higher land sales in 2004 versus 2003. Operating expenses decreased
by about $2 million, which was primarily due to $4 million in increased longshore labor costs (the result of
increased container volumes) and $3 million more expense for cost of land sold in 2004, offset by $10
million in decreased environmental expense accruals and other cost reductions. In addition to the reduced
proceeds from insurance settlements, nonoperating revenues decreased by $1.8 million in 2004 compared
to 2003, primarily due to reduced interest revenues as a result of lower interest rates. Nonoperating
expenses decreased $1.2 million, mainly the result of an offset to nonoperating expense generated by asset
disposals. Capital contributions decreased $4.1 million from the prior year due to fewer building reversions
and new grants than in 2003.

Budgetary Highlights:

The Port’s budget for fiscal 2004 was adopted by the Port Commission and certified by the Multnomah
County Tax Supervising and Conservation Commission (TSCC) in June 2003. Appropriations in the
adopted budget were revised during the year to reflect increased PFC activity for the Airport, increased
longshore labor costs associated with higher marine container volumes, and changes in the timing of
environmental expenditures. While legally a local government subject to governmental budgeting
requirements, the Port operates much like a business, with expenditure levels driven by business needs.
Revisions to reflect expenditure patterns are, therefore, common for an entity like the Port. The Port
incurred one budget overexpenditure for 2004 in the Navigation Division of the Marine & Other activity
(please see Note 12 of the financial statements for more detailed information). As explained in Note 1 of
the financial statements, Oregon budget laws differ, in certain situations, from accounting principles
generally accepted in the United States of America.

On a budgetary basis, Airport capital expenditures were $29.5 million, significantly below the $54.1
million budget, largely due to delays and deferrals. Operating expenditures were $58 thousand (0.1
percent) below budget. Airport operating revenues were $3.5 million below budget, primarily as a result of
swaption contracts entered into (see Long-Term Debt portion of this section) and the resulting reduction of
debt service billed to the signatory airlines and the net revenue requirement.

Budgetary capital expenditures for Marine & Other were $18.7 million in fiscal 2004, well below the
budget of $36.6 million, largely due to delays and deferrals. Budgetary operating and other expenditures
were below budget (including revised appropriations) approximately $2.5 million for administration,
primarily due to cost cutting; $1.6 million for marine, primarily due to lower than revised appropriation
estimates for longshore labor costs associated with container volumes; and $2.8 million for other
environmental because of changes in long-term expense accruals. Budgetary operating revenues for
Marine & Other were $12.1 million over budget, largely due to higher than anticipated container volumes
and higher than budgeted land sales. Budgetary revenue from grants was $9.2 million below budget due to
delays in channel deepening and the receipt of related grant funds. Other significant budgetary revenue
differences were due to the previously discussed insurance buyout agreements related to environmental
liabilities which were not budgeted.

Capital Assets:

At the end of fiscal 2004, the Port had over $1 billion invested in a broad range of capital assets. This
amount represents a net decrease (essentially additions offset by depreciation expense) of about $14 million
versus last year, as outlined in Table 3 (below).



The Port of Portland
Management’s Discussion and Analysis, continued

Table 3
Capital Assets
($ millions)
Total
Percentage
Airport Marine & Other Total Port Change

2004 2003 2004 2003 2004 2003 2003-2004

Land $ 574 % 416 $ 60.3 $ 58.6 $ 117.7 $ 100.2

Construction in progress 31.0 76.9 49.9 42.4 80.9 119.3
Total capital assets not being depreciated 88.4 118.5 110.2 101.0 198.6 219.5 (9.5)%

Land improvements 439.7 442.8 148.5 154.2 588.2 597.0

Buildings and equipment 752.2 685.7 208.6 201.3 960.8 887.0
Total capital assets being depreciated 1,191.9 1,128.5 357.1 355.5 1,549.0 1,484.0 4.4%
Less: accumulated depreciation (467.4) (416.6) (227.8) (220.9) (695.2) (637.5) 9.1%
Total capital assets being depreciated, net 724.5 711.9 129.3 134.6 853.8 846.5 0.9%
Total capital assets, net $ 8129 $ 8304 $ 2395 $ 2356 $ 10524 $ 1,066.0 (1.3)%

This year’s major capital asset spending included:

Airport:
Pay-on-foot parking system - $4.9 million
International facility modifications - $4.6 million
Taxiway C - $4.3 million
Terminal expansion south, phase 111 - $4.2 million
Concourse A and B ramp reconstruction - $2.0 million

Marine & Other:
Core financial systems replacement - $5.2 million
Toyota facility - $4.2 million
Hillsboro airport safety area - $3.6 million
Terminal six reach stackers - $1.4 million

Please see Note 5 of the financial statements for more detailed information of capital asset activity.

The Port’s 2005 capital budget estimates spending another $93 million on capital projects at the Airport
and $61 million in Marine & Other. Spending at the Airport is primarily slated for improvements to
terminal facilities, explosive detection systems and other security improvements, parking facility
improvements, ramp and taxiway improvements, and development of Portland International Center. These
projects are budgeted to be funded by Airport operating revenues, federal grants, and PFC revenues.
Capital spending for Marine & Other is budgeted principally for channel deepening, extension of the safety
area at one of the Port’s general aviation airports, a new warehouse in one of the Port’s industrial parks,
information technology system replacements and/or additions, improvements at the soda ash facility at
Terminal 4, and a post-Panamax container crane. Funding for these projects is budgeted from operating
revenues, property taxes, and federal and state grants.

Long-Term Debt:
At the end of 2004, the Port had $701 million in bonds and contracts payable outstanding. This is a
decrease from the prior year, as seen in Table 4 (below).



The Port of Portland
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Table 4
Outstanding Long-Term Debt
($ millions)

Total
Percentage

Airport Marine & Other Total Port Change
2004 2003 2004 2003 2004 2003  2003-2004
Pension bonds $ 564 $ 557 $ 564 $ 557 1.3%
Revenue bonds $ 5025 $ 5228 502.5 522.8 (3.9)%
PFC revenue bonds 132.1 132.1 132.1 132.1 0.0%
Contracts payable 9.9 10.3 9.9 10.3 (3.99%
$ 6346 $ 6549 $ 663 $ 660 $ 7009 $ 7209 (2.8)%

The outstanding amount of Airport revenue bonds decreased by slightly over $20 million as a result of
scheduled bond payments. As of the end of fiscal 2004, the Airport revenue bonds were rated AA- by
Standard & Poors, which is among the highest underlying ratings for airport revenue bonds rated by that
rating agency. The balance of PFC revenue bonds remained unchanged, as principal payments are not
scheduled to begin until fiscal 2005.

Near the end of fiscal 2004, the Port entered into swaption contracts relating to the remaining Series Ten
and Eleven Airport revenue bonds. The swaption contracts essentially provide the Port with the benefits of
doing refundings of those bonds before such a refunding can actually occur. Providing the swaption
contracts are exercised, the Port would expect to enter into interest rate swaps and issue variable-rate
refunding bonds in subsequent fiscal years, which would result in a reduction in interest expense over the
life of the refunding bonds.

In Marine & Other, the amount of outstanding long-term debt increased slightly, as a result of interest
accruing on certain pension bonds that is not payable until future years, offset partially by scheduled
payments made on other pension bonds and contracts payable.

Please see Note 7 of the financial statements for more detailed information of long-term debt activity.

Economic Factors and Next Year’s Budgets and Rates:

As part of the Port’s strategic planning and business planning process, regional, national, and global
economic trends and forecasts are reviewed and assumptions regarding passenger, cargo, and population
growth are coupled with these trends and forecasts to produce the annual budget. The sluggish economy is
expected to continue improving through most of fiscal 2005. Modest growth (approximately 4.5 percent) is
expected in airline passengers, with volumes expected to reach pre-September 11 levels by fiscal 2006.
Container volumes are expected to decrease slightly by about 3 percent.

In the Port’s 2005 adopted budget, total Port operating revenue is expected to decrease 3.7 percent to $235
million, primarily due to increased revenue at the Airport offset by reduced land sales. Total operating
expenses are projected to increase approximately 2 percent to $147 million.

Operating revenues for the Airport are projected to increase about 4.1 percent to $159.2 million, primarily
due to increased revenue from airline landing fees, rentals and concessions, and parking operations.
Airport operating expenses (excluding depreciation) will increase by about 12 percent to $79.6 million.

In Marine & Other, operating revenues are projected to decrease by 16.6 percent to $76.1 million, primarily
due to anticipated decreases in container volumes and decreased land sales. Operating expenses (excluding
depreciation) are expected to decrease by 7.4 percent to $67.6 million, primarily due to lower longshore
labor costs associated with lower container volumes and decreased cost of land sales. Property taxes are
budgeted to comprise approximately 1 percent of resources on a legal budget basis.
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Management’s Discussion and Analysis, continued

Subsequent to the adoption of the 2005 budget, two major steamship lines serving the Port announced,
separately, plans to discontinue service to Portland, beginning September 2004 and December 2004. These
two steamship lines account for approximately two-thirds of the volume of the container line of business
within Marine & Other. The estimated annual financial impact of this discontinued service is a reduction
of approximately $30.8 million in operating revenues and $18.4 million in operating expenses. The Port is
aggressively marketing new container business to partially offset this loss of business. In addition, the Port,
particularly the Marine & Other activity, is in the process of identifying and implementing significant cost
cutting measures in response to these events.

Contacting the Port’s Financial Management:

This financial report is designed to provide users with a general overview of the Port’s finances. If you
have questions about this report or need additional financial information, contact the Port of Portland’s
Controller’s Office, PO Box 3529, Portland, OR 97208.
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THE PORT OF PORTLAND

BALANCE SHEETS
June 30,
2004 2003
Airport Marine & Other Total Total
ASSETS
Current assets:
Cash and cash equivalents (Note 3) $ 2,878,995 $ 28,800,120 $ 31,679,115 $ 37,726,361
Cash and equity in pooled investments (Note 3) 5,724,777 121,101,085 126,825,862 97,940,904
Receivables, net of allowance for doubtful accounts of
$1,557,109 in 2004 and $906,994 in 2003 for Airport and
$352,618 in 2004 and $324,785 in 2003 for Marine & Other (Note 4) 2,917,766 12,338,147 15,255,913 20,048,373
Prepaid insurance and other assets 1,735,499 988,806 2,724,305 2,757,333
Total current assets 13,257,037 163,228,158 176,485,195 158,472,971
Noncurrent assets:
Restricted assets (Note 1):
Cash and equity in pooled investments (Note 3) 194,240,038 357,092 194,597,130 172,096,538
Receivables (Notes 4 and 7) 8,624,939 8,624,939 3,118,006
Mortgage receivable 633,160 633,160 810,574
Contract retainage deposits 311,826
Total restricted assets 203,498,137 357,092 203,855,229 176,336,944
Land held for sale (Note 1) 15,247,436 15,247,436 14,312,117
Depreciable properties, net of accumulated depreciation (Note 5) 724,525,428 129,262,949 853,788,377 846,534,178
Nondepreciable properties (Note 5) 88,412,220 110,155,167 198,567,387 219,417,322
Unamortized bond issue costs 18,630,563 929,860 19,560,423 20,984,430
Pension assets (Note 9) 26,279,225 29,511,701 55,790,926 55,055,604
Due from Airport (Note 9) 25,386,748
Other noncurrent assets (Notes 6 and 7) 10,862,879 12,352,444 23,215,323 14,456,316
Total noncurrent assets 1,072,208,452 323,203,397 1,370,025,101 1,347,096,911
Total assets $ 1,085465489 $ 486,431,555 $ 1,546,510,296 $ 1,505,569,882
LIABILITIES
Current liabilities (payable from current assets):
Current portion of long-term debt (Note 7) $ 636,987 $ 636,987 $ 513,728
Accounts payable $ 8,674,851 8,163,075 16,837,926 11,022,127
Accrued wages, vacation and sick leave pay (Note 1) 3,007,845 5,520,561 8,528,406 9,515,205
Workers' compensation and other accrued liabilities (Notes 10 and 11) 1,011,327 12,141,900 13,153,227 8,781,388
Total current liabilities (payable from current assets) 12,694,023 26,462,523 39,156,546 29,832,448
Noncurrent liabilities:
Restricted liabilities (payable from restricted assets) (Note 1):
Current portion of long-term debt (Note 7) 27,005,000 27,005,000 20,370,000
Accrued interest payable 16,554,286 16,554,286 17,023,810
Accounts payable 7,786,370 50,000 7,836,370 4,865,539
Contract retainage payable 274,313 274,313 454,727
Total restricted liabilities (payable from restricted assets) 51,619,969 50,000 51,669,969 42,714,076
Long-term environmental and other accruals (Notes 9 and 11) 2,017,394 29,603,880 31,621,274 36,713,852
Long-term debt (Note 7) 607,555,000 65,677,049 673,232,049 700,063,363
Deferred revenue and other (Notes 1 and 7) 44,158,190 12,388,883 56,547,073 46,633,824
Due to Marine & Other (Note 9) 25,386,748
Total noncurrent liabilities 730,737,301 107,719,812 813,070,365 826,125,115
Total liabilities 743,431,324 134,182,335 852,226,911 855,957,563
Commitments and contingencies (Note 11)
NET ASSETS
Invested in capital assets, net of related debt 171,084,627 253,753,372 424,837,999 416,779,253
Restricted for capital and debt service 166,844,255 307,092 167,151,347 144,910,726
Unrestricted 4,105,283 98,188,756 102,294,039 87,922,340
Total net assets 342,034,165 352,249,220 694,283,385 649,612,319
Total liabilities and net assets $ 1,085465489 $ 486,431,555 $ 1,546,510,296 $ 1,505,569,882

* Receivables and payables between activities are eliminated in the Total columns.

The accompanying notes are an integral
part of these financial statements.



THE PORT OF PORTLAND
STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS

Operating revenues:
Charges for services
Land sales
Other
Total operating revenues

Operating expenses:
Salaries, wages and fringe benefits
Longshore labor and fringe benefits
Contract, professional and consulting services
Materials and supplies
Utilities
Equipment rentals, fuel and lubricants
Insurance
Rent
Personnel, travel and other management expenses
Equipment repairs
Intra-Port charges and expense allocations
Cost of property sold
Other
Less expenses for capital projects
Total operating expenses, excluding depreciation
Operating income before depreciation
Depreciation expense
Operating income

Nonoperating revenues (expenses):
Property tax revenue
Interest expense, net of capitalized construction period interest
of $192,586 in 2004 and $486,385 in 2003 for Airport
Interest revenue
Other expense, including loss on disposal of properties
Nonoperating revenues (expenses) before passenger facility charges

Income (loss) before passenger facility charges and extraordinary item
Passenger facility charge revenue

Income before extraordinary item, contributions and transfers
Extraordinary item - insurance buyout agreements (Note 11)

Income before contributions and transfers
Capital contributions
Transfers in (out)

Change in net assets

Total net assets - beginning of year
Total net assets - end of year

The accompanying notes are an integral

Year Ended June 30,

2004

2003

Airport

Marine & Other

Total

Total

$ 152,899,652 $ 76,275,030 $ 229,174,682 $ 218,803,780

14,965,768 14,965,768 6,170,712
79,073 45,000 124,073 159,632
152,978,725 91,285,798 244,264,523 225,134,124
28,399,080 36,692,045 65,091,125 63,272,936
33,848,240 33,848,240 29,683,624
17,980,934 9,847,255 27,828,189 39,067,879
3,133,928 2,870,817 6,004,745 4,975,205
4,094,038 2,192,912 6,286,950 6,458,790
477,930 1,191,507 1,669,437 1,405,160
1,831,327 2,243,846 4,075,173 3,098,605
645,385 645,385 1,019,304
2,450,307 1,325,547 3,775,854 2,830,176
604,133 412,645 1,016,778 1,453,476
12,669,064 (12,669,064)
4,835,791 4,835,791 1,601,228
584,325 1,321,626 1,905,951 1,814,986
(1,199,234)  (11,475373)  (12,674,607)  (12,631,052)
71,025,832 73,283,179 144,309,011 144,050,317
81,952,893 18,002,619 99,955,512 81,083,807
53,020,662 15,118,692 68,139,354 66,750,941
28,932,231 2,883,927 31,816,158 14,332,866
6,877,495 6,877,495 6,660,438
(34,301,357) (4,393646)  (38,695,003)  (39,066,685)
1,046,679 2,283,980 3,330,659 7,606,080
(3,252,519) (1,426,544) (4,679,063) (4,334,617)
(36,507,197) 3,341,285 (33,165,912) _ (29,134,784)
(7,574,966) 6,225,212 (1,349,754)  (14,801,918)
25,329,609 25,329,609 23,760,175
17,754,643 6,225,212 23,979,855 8,958,257
8,775,000 8,775,000 29,687,631
17,754,643 15,000,212 32,754,855 38,645,388
7,856,168 4,060,043 11,916,211 12,469,523
(1,645,079) 1,645,079
23,965,732 20,705,334 44,671,066 51,115,411
318,068,433 331,543,886 649,612,319 598,496,908

$ 342,034,165 $ 352,249,220 $ 694,283,385 $ 649,612,319

part of these financial statements.
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THE PORT OF PORTLAND

STATEMENTS OF CASH FLOWS

Cash flows from operating activities:
Cash received from customers
Cash payments to employees
Cash payments to suppliers and vendors
Cash payments (to) from other funds
Net cash provided by operating activities

Cash flows from noncapital financing activities:
Property taxes
Net cash provided by noncapital financing activities

Cash flows from capital and related financing activities:
Capital expenditures
Sale of properties
Net proceeds from issuance of long-term debt
Interest paid
Proceeds from insurance buyout agreements
Proceeds from passenger facility charges
Principal payments on long-term debt
Contributions from governmental agencies
Cash transfers (to) from other Port divisions, net
Other, primarily nonoperating expense

Net cash used in capital and related financing activities

Cash flows from investing activities:
Interest received
Collections of mortgage receivable
Investment activity:
Purchases
Proceeds from sales or maturities
Net cash used in investing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents - beginning of year
Cash and cash equivalents - end of year

Reconciliation of operating income to net cash provided
by operating activities:
Operating income
Adjustments to reconcile operating income to net cash
provided by operating activities:
Depreciation and amortization
Cost of land sales
Amortization of deferred revenue
Change in assets and liabilities:
Receivables and other current assets
Amortization of pension assets
Accounts payable and accruals
Long-term environmental and other accruals
Additions to deferred revenue
Net cash provided by operating activities

Noncash investing, capital, and related financing activities:
Contribution of fixed asset
Deferred bond interest

Year Ended June 30,

2004 2003

Airport Marine & Other Total Total
$ 153,760,602 $ 92,233,491 $ 245,994,093 $ 229,408,412
(28,908,599) (37,904,647) (66,813,246) (63,361,158)
(26,200,532) (42,829,157) (69,029,689) (68,844,030)

(12,188,710) 12,188,710
86,462,761 23,688,397 110,151,158 97,203,224
6,910,037 6,910,037 6,683,966
6,910,037 6,910,037 6,683,966
(34,155,876) (25,889,395) (60,045,271) (72,324,300)
2,035,368 2,035,368 167,331
10,063,272
(33,590,298) (3,517,497) (37,107,795) (37,694,028)
10,533,495 10,533,495 27,929,136
23,971,607 23,971,607 24,305,368
(20,370,000) (513,728) (20,883,728) (17,385,034)
6,967,317 5,742,748 12,710,065 9,377,134
(1,645,079) 1,645,079

(2,912,214) (2,388,903) (5,301,117) (4,433,410)
(61,734,543) (12,352,833) (74,087,376) (59,994,531)
881,227 1,305,844 2,187,071 7,330,276
177,414 177,414 79,564
(154,040,919) (114,107,136) (268,148,055) (263,001,791)
129,656,097 87,106,408 216,762,505 223,659,484
(23,326,181) (25,694,884) (49,021,065) (31,932,467)
1,402,037 (7,449,283) (6,047,246) 11,960,192
1,476,958 36,249,403 37,726,361 25,766,169
$ 2,878,995 $ 28,800,120 $ 31,679,115 $ 37,726,361
$ 28,932,231 $ 2,883,927 $ 31,816,158 $ 14,332,866
53,020,662 15,118,692 68,139,354 66,985,941
4,835,791 4,835,791 1,601,228
(652,509) (2,201,405) (2,853,914) (3,051,573)
1,410,184 (186,476) 1,223,708 (1,473,269)
(327,418) (407,904) (735,322) (781,688)
4,513,322 4,788,240 9,301,562 (177,779)
(433,711) (4,535,272) (4,968,983) 10,857,959
3,392,804 3,392,804 8,909,539
$ 86,462,761 $ 23,688,397 $ 110,151,158 $ 97,203,224
$ 20,690 $ 20,690 $ 2,682,300
810,673 810,673 784,526

The accompanying notes are an integral
part of these financial statements.
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THE PORT OF PORTLAND
NOTES TO FINANCIAL STATEMENTS

1. Description of the Port and Summary of Significant Accounting Policies:

The Port

The Port of Portland (the Port) is a special municipal district created by the Oregon State Legislature. It facilitates aviation
and marine trade within the Port District (Multnomah, Clackamas, and Washington Counties), and its influence spreads
over a multi-state region. The Port owns and operates Portland International Airport (the Airport), which provides the
metropolitan area with commercial airline passenger service, air cargo services, and general aviation service. The Port
also owns three general aviation airports, four marine terminals, a dredge, six industrial and business parks, and develops
land principally to support, enhance, and expand its core transportation operations. Principal funding sources are charges
to users, revenue bonds, grants, interest earnings, passenger facility charges, and, to a lesser extent, property tax levies. Its
activities are carried out by a staff of approximately 830 full-time equivalent persons.

Basis of Accounting

The accounting and reporting policies of the Port conform to accounting principles generally accepted in the United States
of America (GAAP) as applicable to proprietary funds of local governments. The Governmental Accounting Standards
Board (GASB) is the accepted standard-setting body for establishing governmental accounting and financial reporting
principles. Accordingly, the Port utilizes the accrual basis of accounting, whereby revenues are recognized when earned
and expenses are recognized when incurred.

Under the provisions of GASB Statement No. 20, “Accounting and Financial Reporting for Proprietary Funds and Other
Governmental Entities That Use Proprietary Fund Accounting,” the Port has elected not to apply Financial Accounting
Standards Board guidance issued subsequent to November 30, 1989.

Intra-Port Charges and Expense Allocations

Labor and associated costs for services performed by one functional area of the Port to another area, most commonly by
administrative departments, are charged in the accounting records as an expense to the receiver of services and as a credit
to expense to the provider of services. The amount charged includes labor, fringe benefits, and an allocated portion of
other costs, including materials and supplies, utilities, contract services, insurance, rent and depreciation. All other
administrative department costs not charged in this manner are allocated as overhead based on a formula involving full
time equivalent positions, information technology users, capital expenditures, and operating expenses.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at
the date of the financial statements and the reported amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimates.

Operating Revenues and Expenses

Revenues and expenses that are earned or incurred during the course of normal business operations are classified as
operating. Revenues and expenses that are earned or incurred outside of the course of normal operations, including
interest income and expense, property tax revenue, and passenger facility charges, are classified as nonoperating.

Restricted Assets and Related Liabilities

Assets and related liabilities restricted to specific purposes by state statute, bond indenture or otherwise are segregated on
the balance sheet. These assets and liabilities are primarily restricted for construction and debt service purposes. At June
30, 2004, all restricted assets are available to pay restricted liabilities due within one year except for approximately
$126,800,000 and approximately $126,500,000 equity in pooled investments for the Port and Airport activity, respectively,
and the mortgage receivable, which is due to the Airport activity in monthly principal and interest payments of $6,993
through 2017.
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THE PORT OF PORTLAND
NOTES TO FINANCIAL STATEMENTS, Continued

1. Description of the Port and Summary of Significant Accounting Policies, continued:

Land Held for Sale

Land held for sale includes costs of land acquisition and development on property held for eventual sale. Land held for
sale is stated at the lower of average cost or net realizable value. Costs that are capitalized consist of acquisition and
development costs incurred to bring the land to salable condition, including interest. At closing, sales and related cost of
land are recorded as operating revenues and expenses.

Properties and Depreciation

Properties, other than lease improvements acquired upon termination of operating leases, are stated at cost less
accumulated depreciation, including capitalized interest. Interest income earned on investments from tax-exempt debt is
offset against capitalized interest expense. Properties with an individual purchase cost exceeding $5,000 with a useful life
exceeding one year are capitalized, and properties subject to depreciation are depreciated over their estimated useful lives
on the straight-line basis. The useful lives generally range from 15 to 40 years for land improvements, 20 to 30 years for
buildings and terminals, and 3 to 15 years for equipment. Normal maintenance and repairs are charged to operating
expense as incurred; expenditures for major additions, improvements, infrastructure, and replacements are capitalized.
The cost of assets retired or otherwise disposed of and the related accumulated depreciation are eliminated from the
accounts in the year of disposal with the resulting gain or loss credited or charged to nonoperating revenue or expense.

Amortization of Bond Issue Costs

Deferred bond issue costs are amortized using the interest method over the life of the related debt. The difference between
the reacquisition price and the net carrying amount of old debt arising from defeasance transactions is amortized over the
remaining life of the old debt or the life of the new debt, whichever is shorter. Amortization is included in interest expense.

Accrued Vacation and Sick Leave Pay

Vacation and sick leave pay are accrued as earned for most employees, based on length of past service, up to a maximum
number of hours per employee. Vacation and sick leave liabilities are reduced when leave is taken, and unused portions
are paid off upon termination.

Deferred Revenue

Deferred revenue represents prepaid lease financing related to real property development projects and transactions and is
generally amortized over the life of the related lease. Lease terms generally range from 55 to 85 years.

Accounting for Contributions from Federal Government and Other

Capital grants and other contributions from governmental agencies are recorded as net assets when earned. Operating
grants are recorded as revenue when earned. Lease improvements acquired upon termination of leases are included in
properties and credited to net assets at estimated fair value at date of acquisition.

Property Taxes
Property taxes are used for capital purposes. Property taxes are recorded as nonoperating revenue in the year levied.

Property taxes are levied and attached as an enforceable lien on property as of July 1. Taxes are payable in three
installments on November 15, February 15, and May 15.

Cash and Cash Equivalents

Highly liquid investments (excluding restricted assets) with a maturity of three months or less when purchased are
considered cash equivalents.
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THE PORT OF PORTLAND
NOTES TO FINANCIAL STATEMENTS, Continued

1. Description of the Port and Summary of Significant Accounting Policies, continued:

Environmental Expenditures

Environmental expenditures are expensed or capitalized as appropriate. Expenditures incurred to remove, contain, or
neutralize environmental contamination are expensed. Expenditures which extend the life, increase the capacity, or
improve the safety or efficiency of existing assets; mitigate or prevent future contamination; or are incurred in connection
with preparing an asset for sale are capitalized. Expenses are recorded when it is probable that a loss has occurred and the
amount of the loss can be reasonably estimated. There were no environmental liabilities which met the criteria for
discounting at June 30, 2004 and 2003.

Passenger Facility Charges

Passenger facility charges (PFCs) are imposed on enplaned passengers at the Airport. PFC revenue is recorded as
nonoperating revenue and is required to be used to fund Federal Aviation Administration approved expenditures for capital
projects or debt repayments eligible under federal legislation permitting the imposition of PFCs.

Cash and Investments

The Port pools the majority of its cash and investments and uses a controlled disbursement system in order to maximize
earnings on available funds. Investments with a remaining life of one year or less at the time of purchase are stated at
amortized cost. Investments with longer maturities are stated at fair value. For investments stated at amortized cost, there
is no material difference from fair value at June 30, 2004 and 2003. Oregon Revised Statutes, Chapter 294 or Port
ordinances, if more restrictive, authorize the Port to invest in obligations of the U.S. Treasury and U.S. Government
agencies and instrumentalities, bankers' acceptances guaranteed by an Oregon financial institution, repurchase agreements,
and certain commercial paper. In addition, the Marine & Other activity is authorized to invest in a State of Oregon local
government investment pool and various interest bearing bonds of Oregon municipalities.

A portion of the Port’s investments are invested in an external investment pool, The Oregon Short-Term Fund (Fund).
Numerous local governments in Oregon, as well as State of Oregon (State) agencies, participate in the Fund. The fair
value of the Port’s position in the pool is the same as the value of the pool shares. The Fund is not registered with the U.S.
Securities and Exchange Commission. The State’s investment policies are governed by Oregon Revised Statutes and the
Oregon Investment Council (Council). The State Treasurer is the investment officer for the Council. Investments in the
Fund are further governed by portfolio guidelines issued by the Fund Board.

Budgets

The Port budgets all funds in accordance with the requirements of State law. The Port Commission authorizes
appropriations for each fund, setting the level by which expenditures cannot legally exceed appropriations. Total
expenditures by department in the General Fund, operating expenditures in the Airport Revenue Fund, and capital outlay
and debt service in the other funds are the levels of control for each fund. The detail budget document, however, is
required to contain more specific, detailed information for the above mentioned expenditure categories. Appropriations
lapse at the end of each fiscal year.

With the approval of the Port Commission, unexpected additional resources may be appropriated through the use of a
supplemental budget. The original and supplemental budgets require budget hearings before the public, publications in
newspapers, and approval by the Commission for submittal to the Multnomah County Tax Supervising and Conservation
Commission (TSCC). The TSCC conducts a review and certification of the original and certain supplemental budgets as
to compliance with State law. After TSCC certification, such budgets are presented to the Port Commission for adoption.
Original and supplemental budgets may be modified during the fiscal year by the use of appropriations transfers between
the legal categories. Such transfers require approval by the Port Commission. The Port adopted no supplemental budgets
for the years ended June 30, 2004 and June 30, 2003.

The Port budgets all funds on the accrual basis of accounting. For budgetary reporting purposes, State law requires that

charges for services provided and certain expense allocations, from one fund to another fund, be reported as transfers to
other funds, rather than as operating or capital expenditures.
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THE PORT OF PORTLAND
NOTES TO FINANCIAL STATEMENTS, Continued

1. Description of the Port and Summary of Significant Accounting Policies, continued:

Transfers Between Activities

The Port’s policy is to fund certain general aviation (Marine & Other activity) capital requirements from the Airport
activity. Amounts funded in this manner are reported as transfers on the statement of revenues, expenses, and changes in
net assets.

Internal Receivables and Payables

Intra-Port receivables and payables between activities are eliminated in the total column of the balance sheets.

2. ldentifiable Activity Information:

The Airport is an identifiable activity in and of itself, providing commercial airline passenger service, air cargo services,
and general aviation services. The activities comprising Marine & Other are the Port’s marine terminals, which load,
unload, and transfer commodities to and from trucks, railcars, barges, and ships; property and development services, which
is responsible for real estate development and related services; environmental, which includes costs and recoveries
associated with environmental cleanup not directly attributable to specific Port facilities, or which pertain to facilities for
which operations have been discontinued; navigation, which performs maintenance dredging for the Columbia River
channel and maintains a river level reporting system; general aviation, which provides general aviation relief services;
engineering, which provides drafting, environmental planning, permit coordination, and engineering support for the Port;
and administrative departments (admin), which provide support and services to the Port’s operating departments. Balance
sheet information for Marine & Other is not available at the identifiable activity level. Identifiable activity information
available for Marine & Other for the year ended June 30, 2004 was as follows (in thousands):

Property &
Marine  Development General Engineering
Terminals Services Environmental Navigation Aviation & Admin Total

Operating revenues $ 62,966 $ 18,665 $ 6,704 $2736 $ 215 $ 91,286
Operating expenses 55,476 8,931 $ 3,091 6,062 2,912 (3,189) 73,283
Depreciation expense 9,671 287 15 349 1,393 3,404 15,119
Operating income (loss) (2,181) 9,447 (3,106) 293  (1,569) 2,884
Capital contributions 13 4,047 4,060
Land held for sale and
properties:
Additions 8,738 175 438 6,256 7,457 23,064
Deletions (389) (1,593) 3) (1,985)

3. Cash and Investments:

Investments are categorized below to give an indication of the level of credit risk assumed by the Port at June 30, 2004.
Category 1 includes investments that are insured or registered or for which the securities are held in the Port's name by the
Port or its agent. Category 2 includes uninsured and unregistered investments for which the securities are held in the Port's
name by the trust department of the bank acquiring the security for the Port. Category 3 includes uninsured and
unregistered investments for which the securities are held by the bank selling or acquiring the security for the Port.
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THE PORT OF PORTLAND

NOTES TO FINANCIAL STATEMEN

3. Cash and Investments, continued:

Following is the investment categorization for the Airport:

TS, Continued

Category Carrying
1 2 3 Amount
U.S. Government securities $ 2,379,658 $ 265,792 $ $ 2,645,450
U.S. Government
instrumentality securities 183,270,052 183,270,052
Commercial paper 16,913,575 16,913,575
$ 202,563,285 $ 265,792 $ 202,829,077
Cash and insured deposits with
financial institutions 14,733
$ 202,843,810
Following is the investment categorization for Marine & Other:
Category Carrying
1 2 3 Amount
U.S. Government securities $ 2,103,675 $ 234,967 $ $ 2,338,642
U.S. Government
instrumentality securities 114,015,054 114,015,054
Commercial paper 14,952,010 14,952,010
$ 131,070,739 $ 234,967 $ 131,305,706
State of Oregon local
Government investment pool 11,508,226
Cash with counties 52,304
Deposits with financial
institutions 7,392,061
$ 150,258,297

Deposits with financial institutions include bank demand deposits. T
statements was $9,436,521. Of these deposits, $300,000 was covered by f
covered by collateral held by the Port’s agent in the Port’s name.

he total bank balance as shown on the bank
ederal depository insurance and $9,136,521 was

Balance sheet classification: 2004 2003
Airport Marine & Total Total
Other
Unrestricted cash and cash equivalents $ 2,878,995 $ 28,800,120 $ 31,679,115 $ 37,726,361
Unrestricted cash and equity in pooled investments 5,724,777 121,101,085 126,825,862 97,940,904
Restricted cash and equity in pooled investments 194,240,038 357,092 194,597,130 172,096,538
$202,843,810 $150,258,297  $ 353,102,107 $ 307,763,803

As required by federal law, the Port held investments (classified as current assets) with a par value of $4,000,000 at June

30, 2004 and 2003 as collateral for certain accrued liabilities for workers'
these investments to be in only certain prescribed negotiable securities.

compensation (Note 10). Federal law requires

Certain investment earnings are paid to the Airport from the Port General Fund pooled investments when earned. At June
30, 2004 and 2003, approximately $148,532,000 and $128,770,000, respectively, of the Airport’s investments represent a

percentage allocation of the Port’s total investments.
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THE PORT OF PORTLAND
NOTES TO FINANCIAL STATEMENTS, Continued

4, Receivables:

Port operations are concentrated within the aviation industry for the Airport and the marine shipping industry for Marine &
Other. Principal customers in these industries are national airlines and international steamship lines/agents, respectively.
Each of these principal customers is affected by changes in industry market and other economic conditions. The Port
evaluates the financial capacity of prospective and current customers to determine their ability to pay amounts due on a
timely basis. Various forms of collateral, including irrevocable standby letters of credit and pledges from other related
industry customers under a joint agreement, are obtained from certain customers, mainly for the Airport, where these
pledges encompass substantially all trade receivables. Accounts receivable are monitored on an ongoing basis, and
allowances for doubtful accounts are established and maintained. Total receivables for the aviation industry were
approximately $7,600,000 at June 30, 2004 and $6,000,000 at June 30, 2003. Total receivables for the marine shipping
industry were approximately $7,400,000 at June 30, 2004 and $8,600,000 at June 30, 2003. Other significant receivables
include interest on investments and amounts due from federal agencies for grants and a dredging contract.

5. Properties:

Properties activity for the year ended June 30, 2004 was as follows:

Beginning Disposals Completed Ending

Airport: Balances Additions & Transfers Projects Balances

Capital assets being depreciated:

Land improvements $ 442,768,103 $ (11,515371) $ 8,458,323 % 439,711,055

Buildings and equipment 685,683,876 (1,655,046) 68,147,989 752,176,819
Total capital assets being depreciated 1,128,451,979 (13,170,417) 76,606,312 1,191,887,874
Less accumulated depreciation 416,575,144 $ 53,020,662 (2,233,360) 467,362,446

Total capital assets being depreciated, net 711,876,835 (53,020,662) (10,937,057) 76,606,312 724,525,428

Capital assets not being depreciated:

Land 41,605,370 9,656,253 6,117,684 57,379,307

Construction in progress 76,889,799 36,867,110 (82,723,996) 31,032,913
Total capital assets not being depreciated 118,495,169 36,867,110 9,656,253 (76,606,312) 88,412,220

Airport capital assets, net $ 830,372,004  $ (16,153,552) $ (1,280,804) $ $ 812,937,648

Marine & Other:

Capital assets being depreciated:

Land improvements $ 154,217,134 $ (6,911,227) $ 1,202,138  $ 148,508,045

Buildings and equipment 201,310,614 (3,940,204) 11,180,442 208,550,852
Total capital assets being depreciated 355,527,748 (10,851,431) 12,382,580 357,058,897
Less accumulated depreciation 220,870,405 $ 15,122,402 (8,196,859) 227,795,948

Total capital assets being depreciated, net 134,657,343 (15,122,402) (2,654,572) 12,382,580 129,262,949

Capital assets not being depreciated:

Land 58,559,315 456,697 1,269,514 60,285,526

Construction in progress 42,362,838 23,064,395 (1,905,498) (13,652,094) 49,869,641
Total capital assets not being depreciated 100,922,153 23,064,395 (1,448,801) (12,382,580) 110,155,167

Marine & Other capital assets, net $ 235,579,496 $ 7,941,993 $ (4,103,373) $ $ 239,418,116

The ordinances authorizing the issuance of Airport revenue and PFC revenue bonds do not convey title to or mortgage the
Airport or any part thereof; however, the Port covenants not to encumber or dispose of Airport properties other than as
specifically permitted in the ordinances and in certain grant agreements.

The Port leases to others certain land, buildings, and equipment at various locations for terms ranging from 2 to 85 years.
All leases are accounted for as operating leases. Costs of properties leased at June 30, 2004 included above are:

Airport Marine & Other Total Port
Land and improvements $ 11,963,418 $ 11,963,418
Buildings and equipment $ 537,571,776 19,832,301 557,404,077
537,571,776 31,795,719 569,367,495
Accumulated depreciation (165,515,670) (14,151,235) (179,666,905)
$ 372,056,106 $ 17,644,484 $ 389,700,590
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THE PORT OF PORTLAND
NOTES TO FINANCIAL STATEMENTS, Continued

5. Properties, continued:

Minimum future rentals receivable on noncancelable operating leases for the five succeeding fiscal years and thereafter
are:

Airport Marine & Other Total Port

2005 $ 20,403,000 $ 9,979,000 $ 30,382,000

2006 18,936,000 7,761,000 26,697,000

2007 17,072,000 6,268,000 23,340,000

2008 16,138,000 5,624,000 21,762,000

2009 15,569,000 5,203,000 20,772,000
Thereafter 64,917,000 70,291,000 135,208,000
Total $ 153,035,000 $ 105,126,000 $ 258,161,000

Contingent rental revenues are included in operating revenues, primarily for Airport terminal area space and were as
follows in 2004 and 2003:

Airport Marine & Other Total Port
2004 $ 53,500,000 $ 5,800,000 $ 59,300,000
2003 $ 54,800,000 $ 6,300,000 $ 61,100,000
6. Other Noncurrent Assets:
Other noncurrent assets consist of the following:
Airport Marine & Other Total
2004:;
Note receivable, 10%, due fiscal 2009 $ 5,765,674 $ 5,765,674
Environmental receivable, 12%, due fiscal 2009 2,500,000 2,500,000
Accrued interest on note and environmental receivables 3,432,495 3,432,495
Rent receivable $ 2,790,540 2,790,540
Long-term swaption receivable (Note 7) 6,195,692 6,195,692
Other 1,876,647 654,275 2,530,922
$ 10,862,879 $12,352,444 $ 23,215,323
2003:
Note receivable, 10%, due fiscal 2009 $ 5,765,674 $ 5,765,674
Environmental receivable, 12%, due fiscal 2009 2,500,000 2,500,000
Accrued interest on note and environmental receivables 2,331,614 2,331,614
Rent receivable $ 2,418,468 2,418,468
Other 755,236 685,324 1,440,560
$ 3,173,704 $11,282,612 $ 14,456,316

The note receivable and environmental receivable are due from the buyer of the Portland Shipyard. The buyer is required
to make annual note payments if the buyer meets certain gross revenue thresholds, may make voluntary note and
environmental payments, and may earn note and environmental credits. Any remaining unpaid balances of the note
receivable and environmental receivable are due on April 15, 2009. The rent receivable arises from an operating lease for
which lease revenue is being recorded on a straight-line basis, but for which rent payments are deferred until June 1, 2005.
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THE PORT OF PORTLAND

NOTES TO FINANCIAL STATEMENTS, Continued

7. Long-Term Debt:

Bonds Payable at June 30, 2004

Passenger Facility

Pension Revenue Charge Revenue
Limited Tax Pension bonds (issued in fiscal 2002, original issue
$54,952,959):
5.08% to 7.41%, due serially through fiscal 2020 $ 11,101,004
6.85%, due serially from fiscal 2020 through fiscal 2028 37,320,000
6.6%, due fiscal 2025 6,205,000
Portland International Airport revenue bonds:
Series Ten (issued in fiscal 1995, original issue $16,320,000):
4.9% to 5.6%, due serially through fiscal 2011 $ 2,890,000
5.875%, due fiscal 2016 2,845,000
5.75%, due fiscal 2026 8,775,000
Series Eleven (issued in fiscal 1997, original issue $141,895,000):
5.0% to 5.625%, due serially through fiscal 2018 71,535,000
5.625%, due fiscal 2027 64,130,000
Series Twelve (issued in fiscal 1999, original issue $214,275,000):
4.0% to 5.25%, due serially through fiscal 2019 117,520,000
5.0%, due fiscal 2019 7,815,000
5.0%, due fiscal 2029 64,595,000
Series Fifteen (issued in fiscal 2001, original issue $173,410,000):
3.5% to 5.5%, due serially through fiscal 2019 134,350,000
5.0%, due fiscal 2024 27,995,000
Passenger Facility Charge revenue bonds:
Series 1999 (issued in fiscal 2000, original issue $132,110,000):
5.0% to 5.75%, due serially from fiscal 2005 through fiscal 2017 $ 63,900,000
5.5%, due fiscal 2019 11,755,000
5.5%, due fiscal 2025 56,455,000
Totals, including $243,037, $23,470,000, and $3,535,000,
respectively, due within one year $54,626,004 $ 502,450,000 $ 132,110,000

City of Portland, local improvement district installment payment contract
(issued in fiscal 2003, original amount $10,189,218), 5.32%, payable in
monthly installments ranging from $25,434 due on July 1, 2004
to $55,887 due on April 1, 2030

State of Oregon, economic development bonds (issued in fiscal 1990, original
amount $450,000), 5.0%, payable in annual installments with final payment
of $30,583 due in fiscal 2005

State of Oregon, economic development bonds (issued in fiscal 1990, original
amount $500,000), 6.1%, payable in quarterly installments ranging from
$12,028 due on July 15, 2004 to $12,587 due on April 15, 2005

Total, including $393,950 due within one year
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THE PORT OF PORTLAND
NOTES TO FINANCIAL STATEMENTS, Continued

7. Long-Term Debt, continued:

Future debt service requirements on bonds and contracts payable for the five succeeding fiscal years and in five year
increments thereafter are:

Airport
Passenger Facility
Revenue Charge Revenue Marine & Other
Principal Interest Principal Interest Principal Interest
2005 $ 23,470,000 $ 25,334,063 $ 3,535,000 $ 7,143,675 $ 636,987 $ 3,525,891
2006 24,600,000 24,219,903 3,710,000 6,953,275 682,937 3,551,715
2007 25,770,000 23,032,280 3,915,000 6,753,375 790,820 3,598,832
2008 22,295,000 21,860,034 4,110,000 6,552,750 892,140 3,667,512
2009 21,615,000 20,785,100 4,320,000 6,342,000 983,856 3,745,796
2010-2014 110,470,000 87,733,650 25,385,000 27,740,281 6,015,985 20,482,277
2015-2019 118,655,000 56,795,910 33,340,000 19,577,569 7,359,152 24,694,111
2020-2024 98,005,000 27,830,859 43,590,000 9,056,299 22,168,669 15,671,525
2025-2029 57,570,000 6,488,281 10,205,000 280,638 24,990,000 4,067,432

$ 502,450,000 $ 294,080,080 $ 132,110,000 $ 90,399,862 $ 64,520,546 $ 83,005,091

Changes in long-term debt for the year ended June 30, 2004 were as follows:

Beginning Ending
Balances Increases Decreases Balances
Airport:
Long-term debt outstanding $ 654,930,000 $ (20,370,000) $ 634,560,000
less: current portion (20,370,000) $ (27,005,000) 20,370,000 (27,005,000)
Long-term portion outstanding $ 634,560,000 $ (27,005,000) $ $ 607,555,000
Marine & Other:
Long-term debt outstanding $ 65,034,274 $ (513,728) $ 64,520,546
less: current portion (513,728) $ (636,987) 513,728 (636,987)
Long-term portion outstanding $ 64,520,546 $ (636,987) $ $ 63,883,559

In addition, at June 30, 2004 and 2003, the Port has accrued $1,793,490 and $982,817, respectively, within the Marine &
Other activity, for interest payable in future years, which is included in long-term debt on the balance sheet.

The Port is subject to federal income tax regulations related to arbitrage, whereby excess interest earnings (as defined in
the regulations) from tax-exempt bond proceeds must be remitted to the Internal Revenue Service when such proceeds are
not spent within prescribed timeframes. The Port has accrued $696,445 and $572,850 at June 30, 2004 and 2003,
respectively, related to estimated arbitrage payable for the Airport.

GENERAL OBLIGATION BONDS, CONTRACTS, AND PENSION BONDS
In prior years, the Port defeased $36,524,496 of Series 1993A general obligation refunding debt by depositing monies in
an irrevocable trust to provide for all future debt service payments on the bonds. Accordingly, the trust account assets and
the liability for defeased bonds are not included in the Port’s financial statements. At June 30, 2004, $13,099,480 of
defeased debt was still outstanding.

Contracts are payable from revenues of the Port, including existing property tax levies.
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7. Long-Term Debt, continued:

Limited Tax Pension Bonds were issued to fund the Port’s estimated unfunded actuarial accrued liability as of April 1,
2002 (Note 9). These bonds are secured by a pledge of the full faith and credit of the Port’s Marine & Other activity, and
debt service is payable from Marine & Other revenues, including existing property tax levies. Additional property taxes
may not be levied for debt service on these bonds. Bonds maturing on June 1, 2025 are redeemable at the option of the
Port on or after June 1, 2007 at par, in whole or in part, by lot, on any date up to June 1, 2025. Bonds maturing on June 1,
2028 are subject to mandatory redemption, at par, prior to maturity, in part, by lot, beginning June 1, 2020, and on each
June 1 thereafter. Interest for certain of the 2002 Limited Tax Pension Bonds is payable only at maturity.

PORTLAND INTERNATIONAL AIRPORT REVENUE BONDS

Port Ordinance No. 155, enacted November 10, 1971, and Ordinance No. 323, enacted October 9, 1985, both subsequently
amended (Ordinances), authorize the issuance of Portland International Airport Revenue Bonds (Airport revenue bonds) to
pay the costs of acquiring and constructing Airport and other Port improvements. Port Ordinance No. 323 further restricts
sales of Airport revenue bonds except for the purpose of paying the costs of construction of additions, expansion, and
improvements at the Airport and the costs of acquisition and construction of general aviation airports. Both Ordinances
also allow for the issuance of refunding bonds. The revenue bonds are not in any manner or to any extent a general
obligation, a lien on tax revenues of the Port, or a charge upon any revenues or property of the Port not specifically
pledged thereto. The proceeds of all such revenue bonds issued to date have been deposited in funds (accounts) designated
for, and have been used for, Airport purposes only.

These Ordinances require that Airport revenues and costs of operation and maintenance be accounted for in an Airport
revenue fund. Any excess of revenues over costs other than depreciation is to be credited in the following order for uses
specified in Ordinance No. 155:

e General account for payment to an Airport revenue bond fund to provide for the punctual payment of bond
interest and principal.

e  General account for all other permitted uses.

Proceeds from sales of bonds not expended for allowable acquisitions or construction shall be used for repayment of
bonds.

These Ordinances established debt service reserve accounts in an Airport revenue bond fund to accumulate the maximum
debt service requirements, as defined in the Ordinances, for any future fiscal year for all outstanding bonds. Debt service
reserve insurance may be substituted for any portion of the bond reserve requirement, and such insurance was issued for all
outstanding Airport revenue bonds.

Section 16(ii) of Ordinance No. 155 and Section 5e. of Ordinance No. 323 further stipulate that defined net revenues in
each fiscal year must equal at least 130 percent of defined debt service requirements. The Airport has complied with this
provision of the Ordinances for the years ended June 30, 2004 and 2003.

On July 1, 2001, contracts with major airline customers became effective in which the airlines have provided financial
guarantees sufficient to meet the net revenues requirement for airline supported activities, primarily airfield and terminal
operations. Net revenues of other activities, primarily parking, air cargo, and a portion of rental car operations are neither
guaranteed nor limited to specified levels by these contracts. In fiscal year 2004, pursuant to a provision in the contracts,
the Port terminated the contracts, effective June 30, 2005. It is the Port’s intent to have new contracts in place by July 1,
2005. If the Port and airlines are unable to reach agreement on new contracts by July 1, 2005, the Port can enact an
ordinance identifying terms and conditions upon which airlines will operate at the Airport.

In prior years, the Port defeased or advance refunded $137,835,000 of Series Seven and Series Eight bonds by placing the
proceeds in an irrevocable trust with an escrow agent to provide for all future debt service on the bonds. As a result, the
trust account assets and the liability for the defeased or advance refunded bonds are not included in the financial
statements. At June 30, 2004, $24,580,000 of defeased debt was still outstanding.
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7. Long-Term Debt, continued:

Series Ten bonds maturing on or after July 1, 2006 are redeemable at the option of the Port on or after July 1, 2005 at 101
percent of the principal amount at such date and at decreasing rates thereafter. Series Ten bonds maturing July 1 in years
2015 and 2025 are subject to mandatory redemption, at par, prior to maturity, in part, by lot, beginning July 1 in years
2011 and 2016, respectively, and on each July 1 thereafter.

Series Eleven bonds maturing on or after July 1, 2007 are redeemable at the option of the Port on or after July 1, 2006 at
102 percent of the principal amount at such date and at decreasing rates thereafter. Series Eleven bonds maturing July 1,
2026 are subject to mandatory redemption, at par, prior to maturity, in part, by lot, beginning July 1, 2018, and on each
July 1 thereafter.

Series Twelve bonds maturing on or after July 1, 2009 are redeemable at the option of the Port on or after January 1, 2009
at 101 percent of the principal amount at such date and at decreasing rates thereafter. Series Twelve bonds maturing July
1, 2018 are subject to mandatory redemption, at par, prior to maturity, in part, by lot, beginning July 1, 2014, and on each
July 1 thereafter. Series Twelve bonds maturing July 1, 2028 are subject to mandatory redemption, at par, prior to
maturity, in part, by lot, beginning July 1, 2019, and on each July 1 thereafter.

Series Fifteen bonds maturing on or after July 1, 2012 are redeemable at the option of the Port on or after July 1, 2011 at
101 percent of the principal amount at such date and at decreasing rates thereafter. Series Fifteen bonds maturing July 1,
2023 are subject to mandatory redemption, at par, prior to maturity, in part, by lot, beginning July 1, 2019, and on each
July 1 thereafter.

All Airport revenue bonds, both principal and interest, are payable solely from revenues derived from the operation and
related services of the Airport.

On May 28, 2004, the Port entered into swaption contracts with counterparties that provide the Port with three equal up-
front payments of $3,097,846 to be received on July 1, 2004, 2005, and 2006. As synthetic refundings of the Port’s
remaining Series Ten and Series Eleven bonds, these payments represent the risk-adjusted, present value savings of a
refunding as of July 1, 2005 for Series Ten bonds and July 1, 2006 for Series Eleven bonds, without issuing refunding
bonds in May 2004. The swaptions gave the counterparties the option to make the Port enter into pay-fixed, receive-
variable interest rate swaps. If the options are exercised, the Port would then expect to issue variable-rate refunding bonds.

The up-front payments, totaling $9,293,538, are based on notional amounts of $13,785,000 for Series Ten and
$129,500,000 for Series Eleven. The counterparties have the option to exercise the agreements on July 1, 2005 — the first
call date for Series Ten bonds, and July 1, 2006 — the first call date for Series Eleven bonds. If the swaps are exercised, the
swaps will commence on those same call dates. The fixed swap rates (approximately 5.13 percent for Series Ten and
approximately 4.94 percent for Series Eleven) were set at rates that, when added to an assumption for remarketing and
liquidity costs, will approximate the coupons of the “refunded” bonds. The swaps’ variable payment would be 68 percent
of the London Interbank Offered Rate (LIBOR).

As of June 30, 2004, the Series Ten and Eleven swaps had a negative fair value of $(1,270,000) and $(8,662,000),
respectively, estimated using the zero-coupon method. This method calculated the future net settlement payments required
by the swaps, assuming that the current forward rates implied by the yield curves correctly anticipate future spot interest
rates. These payments were then discounted using the spot rates implied by the current yield curves for the hypothetical
zero-coupon bonds due on the date of each future net settlement on the swaps.

If the options are exercised and the refunding bonds are not issued, the Series Ten and/or Series Eleven bonds would not
be refunded and the Port would make net swap payments as required by the terms of the contracts — that is, making fixed
payments to the counterparties for the terms of the swaps at the fixed swap rates and receiving a variable payment of 68
percent of LIBOR. If the options are exercised and the variable-rate bonds issued, the actual savings ultimately recognized
by the swaptions will be affected by the relationship between the interest rate terms of the to-be-issued variable-rate bonds
versus the variable payment on the swaps (68 percent of LIBOR). If the options are not exercised, the Port is not obligated
to repay the up-front payments.
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At June 30, 2004, the Port has recorded a current receivable for the July 1, 2004 up-front payment and a noncurrent
receivable for the July 1, 2005 and 2006 up-front payments. The corresponding credit for the swaption has been recorded
as a noncurrent liability. If the counterparties exercise the options and the Port issues variable-rate refunding bonds, the
noncurrent liability will be amortized as a reduction of interest expense over the life of the refunding bonds.

PORTLAND INTERNATIONAL AIRPORT PASSENGER FACILITY CHARGE REVENUE BONDS

Port Ordinance No. 395-B, enacted June 10, 1999, authorized the issuance of Portland International Airport Passenger
Facility Charge Revenue Bonds (PFC revenue bonds) to pay the costs of construction of certain Federal Aviation
Administration approved PFC projects. The PFC revenue bonds are secured by a pledge and assignment of PFC revenues.
The PFC revenue bonds are not in any manner or to any extent a general obligation, a lien on tax revenues of the Port, or a
charge upon any other revenues or property of the Port not specifically pledged thereto. The proceeds of all PFC revenue
bonds issued to date have been deposited in funds (accounts) designated for, and have been used for, prescribed purposes
only.

Ordinance No. 395-B established a debt service reserve account in an amount equal to the maximum annual debt service.
The reserve account was fully funded from PFC bond proceeds. Ordinance No. 395-B requires that PFC revenues be
accounted for in a PFC fund and used for, in order of priority, payments into a PFC bond fund to provide for payment of
PFC bond interest and principal, payments into the reserve account, any required payments into an obligations account,
any required payments into an obligations reserve account, and then to a PFC capital account. The capital account may be
used to pay costs of construction, additions, improvements, repairs to, or extensions of approved PFC projects or be used
for any other lawful Port purpose to the extent permitted by PFC regulations. Until so applied, amounts in the capital
account are pledged to payment of and subject to a lien and charge in favor of registered owners of the PFC revenue
bonds.

In connection with the PFC revenue bonds, the Port has also covenanted to comply with PFC laws and regulations, noise
regulations, and to manage the PFC program so that remaining PFC authority (as defined in Ordinance No. 395-B) less
contractual commitments, shall exceed 105 percent of defined unpaid debt service.

PFC Series 1999 bonds maturing on or after July 1, 2010 are redeemable at the option of the Port on or after July 1, 2009
at 101 percent of the principal amount at such date and at decreasing rates thereafter. PFC Series 1999 bonds maturing
July 1, 2018 are subject to mandatory redemption, at par, prior to maturity, in part, by lot, on July 1, 2017, and July 1,
2018. PFC Series 1999 bonds maturing July 1, 2024 are subject to mandatory redemption, at par, prior to maturity, in part,
by lot, beginning July 1, 2018, and on each July 1 thereafter.

The Port has reserved the right to use at any time any legally available funds to purchase for retirement any of the PFC
Series 1999 bonds offered to the Port at any price deemed reasonable.

PFC revenue bonds, both principal and interest, are payable solely from PFC revenues.

8. Industrial Revenue Bonds:

The Port facilitates the issuance of industrial revenue bonds by others to finance construction of industrial facilities within
the Port district which it leases or sells on installment contracts to the industrial users. Such facilities and the related
receipts from lease rentals and contract payments are pledged for payment of the bonds. The bonds are not a liability or
contingent liability of the Port or a lien on any of its properties or revenues other than the industrial facilities for which
they were issued. Accordingly, the bond liability and related receivables are not reflected in the Port’s financial
statements.

Following is a summary of industrial revenue bonds outstanding at June 30:

2004 2003
Bonds issued for:
Airport industrial facilities $ 70,145,000 $ 71,045,000
Marine & Other facilities 102,485,000 125,185,000
Total bonds payable $ 172,630,000 $ 196,230,000
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9. Pension Plan and Deferred Compensation Plan:

Substantially all employees, after six months of employment, are participants in the State of Oregon Public Employees
Retirement System (PERS), an agent multiple-employer defined benefit pension plan administered by PERS to which
employees and employers both contribute. Benefits generally vest after five years of service. Retirement is allowed at age
58 with unreduced benefits, but retirement is generally available after age 55 with reduced benefits. Retirement benefits
are generally based on salary and length of service or retiree account balance, are calculated using a formula, and are
payable in a lump sum or monthly using several payment options. PERS also provides death and disability benefits.
These benefit provisions and other requirements are established by state statutes. PERS issues a publicly available
financial report, which may be obtained by writing to PERS, PO Box 23700, Tigard, Oregon 97281-3700.

The rate of employee contributions (6 percent of annual covered salary) is established by state statute, and the rate of
employer contributions to PERS is set periodically by PERS based on actuarial valuations. The Port’s contribution rate
was 6.18 percent of annual covered payroll for fiscal year 2004, 7.83 percent of annual covered payroll for fiscal year
2003, and 15.17 percent of annual covered payroll (adjusted to 7.83 percent on April 1, 2002) for fiscal year 2002. The
Port also pays the required employee contribution. Under a payment option provided by PERS, the Port paid at a rate of
9.91 percent for fiscal years 2001 and 2000, with the difference being deferred to later periods and accrued as a long-term
liability. The contributions were made in accordance with the actuarially determined requirements computed for actuarial
valuations performed as of December 31, 2001 and December 31, 1999. The fiscal 2002 contribution rate was adjusted
from 15.04 percent to 15.17 percent as a result of the Port joining a new local government rate pool, effective January 1,
2000 (replaced by the State and Local Government Rate Pool, effective January 1, 2002). The contribution rate was
adjusted to 7.83 percent, effective April 1, 2002, when limited tax pension bonds were issued to fund the Port’s estimated
unfunded actuarial accrued liability of $54,068,039 as of April 1, 2002. This amount was recorded as pension assets on
the Port balance sheet. Of this amount, $25,550,920 was applicable to the Airport, and was recorded on the Airport
balance sheet as both an asset and a liability (due to Marine & Other). The asset is being amortized using methods and
assumptions used in the 1999 actuarial valuation. The actuarial amortization increased the balance of Port pension assets
by $735,322, $781,688, and $205,877 for fiscal years 2004, 2003, and 2002, respectively, of which $327,418, $326,730,
and $74,157 were applicable to the Airport. The Airport liability is reduced proportionately as the Marine & Other activity
makes principal payments on the pension bonds. Principal payments on the pension bonds were made in the amounts of
$127,653, none, and $199,302 in fiscal 2004, 2003, and 2002, respectively, of which $60,329, none, and $103,876 were
applicable to the Airport.

For fiscal years 2004, 2003, and 2002 the Port’s annual PERS pension cost was $4,808,355, $5,563,244, and $8,369,047,
respectively. The Port’s fiscal 2004, 2003, and 2002 PERS pension cost consisted of $(667,642), $(698,494), and
$(126,823), respectively, in amortization of the deferred liability and pension assets, along with the annual required
contributions.

Changes in the deferred portion of the pension cost were as follows:

2004 2003
Airport Marine & Other Total Airport Marine & Other Total
Beginning liability $ 1,803,289 $ 2976809 $ 4,780,098 $ 1768475 $ 2,928,429 $ 4,696,904
Accruals 29,105 38,575 67,680 34,814 48,380 83,194

Ending liability $ 1832394 $ 3,015384 $ 4847778 $ 1,803,289 $ 2,976,809 $ 4,780,098

Actuarial determinations are not made solely as to Airport employees. Pension costs of $2,138,319, $2,328,364, and
$3,318,209 for fiscal years 2004, 2003, and 2002, respectively, were applicable to the Airport. The Airport’s fiscal 2004,
2003, and 2002 pension cost consisted of $(298,313), $(291,916), and $(42,610), respectively, in amortization of the
deferred liability and pension assets, along with the annual required contributions.

PERS policy provides for actuarially determined periodic contributions that are sufficient to pay benefits when due. The
contribution rate for normal cost is determined using the “"entry age actuarial cost method.” A twenty-six year
amortization (twenty-eight year amortization for the 1999 valuation) as a level percentage of covered payroll is used to
amortize the costs of the unfunded actuarial liabilities on a closed basis. The significant actuarial assumptions used to
compute the actuarially determined contribution requirements above include (a) a rate of return on the investment of
present and future assets of 8 percent; (b) projected salary increases of 4.25 percent per year, in addition to salary increases
due to promotions and longevity; and (c) post retirement benefit increases of 2 percent per year (the maximum allowable).
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The underlying assumed rate of inflation was 3.5 percent per year. No obligation for retirees is attributed to the Port as
PERS assumes the pension obligations related to retired employees. Accordingly, the Port's separate actuarial valuation
covers only current employees.

A schedule of the funding progress of the PERS pension plan for the Port appears below. The actuarial value of assets is
determined using an asset smoothing method, whereby annual investment gains and losses are recognized over a four year
period.

Actuarial Actuarial Unfunded UAAL as a
Actuarial Value of Accrued Lia- AAL Funded Covered Percentage of
Valuation Assets bility (AAL) (UAAL) Ratio Payroll Covered Payroll
Date (E)] (b) (b-a) (a/b) © ((b-a)/c)
12/31/97 $121,735,050 $157,564,950 $ 35,829,900 T7% $ 33,054,882 108%
12/31/99 265,118,874 296,507,555 31,388,681 89% 36,747,894 85%
12/31/01 Pooled Pooled 11,580,692 Pooled 41,316,187 28%

The 2003 Oregon legislature adopted a number of amendments to the benefit structure of PERS. The effect of these
legislative amendments is reflected in the actuarial valuation performed as of December 31, 2001. Legal challenges have
been made regarding portions of the 2003 legislation. If these challenges are successful, the Port’s contribution rate may
be adjusted accordingly in the future.

In addition to adopting amendments to the benefit structure of PERS, the 2003 legislature passed HB 2020, which
established a successor pension plan to PERS, the Oregon Public Service Retirement Plan (OPSRP). All public employees
hired on or after August 29, 2003, unless membership was previously established in PERS, become participants in OPSRP,
generally after six months of employment. OPSRP is a hybrid pension plan with two components, the Pension Program (a
defined benefit program) and the Individual Account Program (IAP) (a defined contribution program), and is administered
by PERS, the agency. The Pension Program is funded by employer contributions. For general service members, normal
retirement age is 65 or age 58 with 30 years of service, and for police and fire members, normal retirement age is 60 or age
53 with 25 years of service. Retirement benefits under the Pension Program are calculated using a formula based on final
average salary, as defined, and years of service. The IAP is funded by a 6 percent employee contribution (which may be
paid by the employer for the employee). The Port pays the employee contribution. Employee contributions are placed in
an employee account, accounts are adjusted for earnings or losses, and are paid at retirement, either as a lump sum or in
installments.

Effective January 1, 2004, required 6 percent employee contributions for PERS members are paid to the member’s I1AP
account rather than the member’s PERS account.

The Port’s fiscal 2004 employer contribution rate to OPSRP, determined by an actuary using past PERS data, was 8.04
percent of annual covered payroll for general service members and 11.65 percent for police and fire members. Since
OPSRP is new, no actuarial information on OPSRP is yet available. The Port’s fiscal 2004 OPSRP pension cost was
$5,330, consisting of required contributions.

The Port offers all its employees with six full months of service a deferred compensation plan created in accordance with
IRC Section 457. The plan permits eligible employees to defer a portion of their current salary until future years. The
deferred compensation is not available to the employees until termination, retirement, death, or unforeseeable emergency.
All amounts of compensation deferred under the plan, all property and rights purchased with those amounts, and all
income attributable to those amounts, property, or rights are solely the property and rights of an employee trust, held for
the exclusive benefit of participants and their beneficiaries, and are not subject to the claims of the Port’s general creditors.
The Port has little administrative involvement with the plan and does not perform the investing function. Therefore, the
plan assets are not included on the balance sheet.
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10. Risk Management:

The Port has a comprehensive risk management program which primarily utilizes commercial insurance, with certain self-
insurance, to provide protection from losses involving property, liability, injuries to personnel and errors and omissions,
with various deductibles and self-insured retentions.

The Airport is a full participant in the Port’s risk management program. The Airport’s expenses related to this program are
recorded when incurred, with cash being paid to the Port’s General Fund for ease of administration.

The Port self-insures for certain workers' compensation losses for amounts up to $1,000,000 per accident (up from
$500,000 in fiscal 2003). For amounts in excess of self-insured limits, insurance in the amount of $25,000,000 per loss is
maintained. Claim expenses and liabilities are recorded when it is probable that a loss has occurred and the amount of the
loss can be reasonably estimated.

Liabilities include an estimate for claims that have been incurred but not reported. Claims liabilities are based on the
estimated ultimate cost of settling the claims, using past experience adjusted for current trends through a case-by-case
review of all claims. Effective May 8, 1993, certain workers' compensation losses incurred after such date are the
responsibility of an independent marine terminal management company.

Changes in the reported liability for workers' compensation resulted from the following:

Fiscal Year Ended June 30,

2004 2003
Beginning liability $1,370,451 $ 1,440,256
Current year claims and changes in estimates 501,172 412,248
Claim payments (602,409) (482,053)
Ending liability $1,269,214 $ 1,370,451

Approximately $140,000 and $320,000 of the liability was applicable to the Airport at June 30, 2004 and 2003,
respectively.

11. Commitments and Contingencies:

At June 30, 2004, land acquisition and construction contract commitments aggregated approximately $18,300,000 for the
Airport, $8,700,000 for Marine & Other, and $27,000,000 in total.

The Port, in the regular course of business, is named as a defendant in lawsuits. Management of the Port does not believe
that the ultimate resolution of these lawsuits and other contingencies which, for the most part, are normal to the Port's
business, will have any material effect upon its financial position, results of operations, or cash flows.

The Port is subject to federal, state, and local environmental laws and regulations. The Port’s share of estimated future
costs of known obligations that are probable and for which the amounts can be reasonably estimated have been provided
for as described in Note 1. In December 2000, the Environmental Protection Agency (EPA) listed the Portland Harbor,
including uplands portions, on the National Priorities List of Superfund sites pursuant to the Comprehensive
Environmental Response Compensation and Liability Act. EPA and the Oregon Department of Environmental Quality
(DEQ) have identified the Port and other potentially responsible parties (PRPs) as potentially liable for cleanup of the site.
The Port and other PRPs have signed an Administrative Order on Consent (AOC) to perform remedial investigation and
evaluation activities for the site. Uplands activities are being conducted under the supervision of DEQ. The Port has
accrued approximately $4,700,000 for its estimated remaining share of the costs of these Portland Harbor investigative
activities at June 30, 2004. Cleanup costs for the Portland Harbor are probable, but are not yet estimable under GAAP,
and the Port’s ultimate share of cleanup costs is not known. Within the Portland Harbor, there are certain Port-owned, or
formerly owned facilities that require remedial investigation and/or cleanup. The Port entered into a separate AOC with
the EPA governing early action cleanup activities on one of these sites. The Port has accrued approximately $13,500,000
in estimated remaining costs for this cleanup at June 30, 2004. At another site, the Port has accrued approximately
$11,800,000 in estimated remaining costs at June 30, 2004. Current remaining cleanup cost estimates for these two sites
combined range from approximately $25,300,000 to approximately $68,000,000. Both these sites are accounted for within
the Marine & Other activity.
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11. Commitments and Contingencies, continued:

The Port is pursuing recovery of a substantial portion of these environmental costs from a variety of third parties,
including insurance companies. As part of its recovery strategy, beginning in fiscal 2003, the Port entered into insurance
buyout agreements with various insurance companies. Proceeds from these buyouts totaled $8,775,000 and $29,687,631
in fiscal 2004 and fiscal 2003, respectively. These amounts are shown as extraordinary items on the statement of revenues,
expenses, and changes in net assets.

In addition, certain other environmental contingencies are probable, but the costs cannot yet be reasonably estimated. As
the scope of the obligations becomes more defined, there may be changes in the estimated future costs, which could result
in charges against future operations.

Changes in estimated long-term environmental liabilities were as follows:

2004 2003
Airport Marine & Other Total Airport Marine & Other Total
Beginning liability ~ $ 711,082 $ 31,222,673 $ 31,933,755 $ 620,000 $ 20,427,000 $ 21,047,000
Accruals (526,082) 563,765 37,683 10,600,120 10,600,120
Reclassifications (to)
from current (6,643,042) (6,643,042) 91,082 195,553 286,635
Ending liability $ 185,000 $ 25,143,396 $ 25,328,396 $ 711,082 $ 31,222,673 $ 31,933,755

The Port leases from others, under operating leases, certain computer hardware and software, copiers, buses, warehouse
space, and submerged lands. Submerged lands leases expire at various times through 2046. The other leases expire at
various times through 2007. Total rental expense (all minimum rentals) for operating leases approximated $650,000 and
$1,000,000 in 2004 and 2003, respectively. Future minimum rental payments on noncancelable operating leases,
substantially all of which are within the Marine & Other activity, for the five succeeding fiscal years and five year
increments thereafter are:

2005 $ 767,000
2006 561,000
2007 353,000
2008 3,000
2009 1,000
2010-2046 8,000

Total $ 1,693,000

12. Net Assets Deficits and Budget Overexpenditure:

The Port has a net assets deficit of $121,446,595 in the Airport PFC Fund as of June 30, 2004. The deficit exists because
bond proceeds are recorded in or reimbursed to construction funds and related long-term debt is recorded in this fund. The
Port also has a net assets deficit of $2,933,129 in the Airport Revenue Bond Fund as a result of the swaption contracts
(Note 7) in lieu of receiving payments from airlines. These funds are established for internal accounting and budgetary
purposes only. In the General Fund, operating revenues for the Navigation division were nearly $1 million in excess of
budget. As a result, for the year ended June 30, 2004, the Port overexpended one budget appropriation for General Fund
operating expenditures in the Navigation division by $27,091.

13. Subsequent Events:

Subsequent to June 30, 2004, two of the major steamship lines serving the Port announced, separately, plans to discontinue
service to Portland, beginning September 2004 and December 2004. These two steamship lines account for approximately
two-thirds of the volume of the container line of business within Marine & Other. The estimated annual financial impact
of this discontinued service is a reduction of approximately $30.8 million in operating revenues, along with an associated
decrease of approximately $18.4 million in operating expenses. The Port is aggressively marketing new container
business to partially offset this loss of business. In addition, the Port, particularly the Marine & Other activity, is in the
process of identifying and implementing significant cost cutting measures in response to these events.
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THE PORT OF PORTLAND
ORGANIZATION AND INTERNAL FUND DIVISIONS

The Port of Portland is a municipal corporation created in its present form by the 1971 merger of The Port of Portland and
the Commission of Public Docks. A nine-member commission establishes and maintains Port policy for a staff under the
guidance of an executive director.

The original Port of Portland was created in 1891 by the Oregon Legislative Assembly with the objective of dredging and
maintaining a channel between Portland and the Pacific Ocean. As its operations and responsibilities increased, the Port
acquired its aviation and land development interests.

The City of Portland in 1910 created the Commission of Public Docks to promote and develop maritime commerce
through Portland harbor and, in 1970, the voters approved a merger of these two organizations. In 1973, the Port district
was expanded to include all of Multnomah, Clackamas, and Washington Counties.

For financial reporting and operating purposes, management considers the activities of the Port to be that of a unitary
enterprise operation. For budgetary and bond ordinance requirement purposes only, the primary divisions of the accounts
of the Port consist of the following funds (accounts):

General Fund

Used to finance the general operations of the Port and, subject to restrictions of the local budget law, its assets may be
transferred to another fund for any authorized purpose. Principal revenue sources are marine facilities operations, land
sales and leases, and a property tax levy for Port improvements.

Bond Construction Fund

Finances the acquisition, construction, expansion, and improvement of new and existing structures and facilities.
Resources are from transfers from the General Fund, grants, and interest on investments.

Airport Revenue Fund

This fund is to be held and administered by the Port as long as any Portland International Airport Revenue Bonds are
outstanding. The monies deposited in this fund are not commingled with any other monies of the Port and are used and
applied only in the manner as specified by Section 13, Ordinance No. 155 and Section 6, Ordinance No. 323. Airport
operations are accounted for in this fund. Principal revenue sources are flight fees, rentals, parking, and concession
income.

Airport Revenue Bond Fund

This fund is administered by a trustee appointed under Section 11, Ordinance No. 323. The monies in this fund are used
solely for the payment of principal and interest due on Portland International Airport Revenue Bonds. Principal resources
are revenue bond proceeds, interest, and transfers from the Airport Revenue Fund and the Airport Construction Fund.

Airport Construction Fund

The monies credited to this fund are used and applied solely to the payment of costs of additions, expansions, and
improvements to the Airport in accordance with Section 12, Ordinance No. 155 and Section 8, Ordinance No. 323.
Principal resources are interest, grants, and revenue bond proceeds.

PEC Fund

This fund is used to account for PFC revenue. Amounts credited to this fund are used to provide for debt service on
Portland International Airport Passenger Facility Charge Revenue Bonds and to construct certain assets in accordance with
Section 2, Ordinance No. 395-B. Principal resources are PFC revenue, bond proceeds, and interest.

PFC Bond Fund

This fund, created in accordance with Section 8, Ordinance No. 395-B, is administered by a trustee, for the payment of
principal and interest on Portland International Airport Passenger Facility Charge Revenue Bonds. Principal resources are
transfers from the PFC Fund, bond proceeds, and interest.
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THE PORT OF PORTLAND
RECONCILIATION OF BUDGETARY REVENUES AND EXPENDITURES TO INCOME BEFORE
CONTRIBUTIONS AND TRANSFERS
for the year ended June 30, 2004

Budgetary (Accrual) Basis * Excess
Revenues
Revenues Expenditures (Expenditures)
Port Funds:
General Fund $ 101,005,450 $ 104,243,439 $  (3,237,989)
Bond Construction Fund 13,011,804 18,701,417 (5,689,613)
Airport Revenue Fund 151,015,039 61,958,176 89,056,863
Airport Revenue Bond Fund 3,408,491 49,346,523 (45,938,032)
Airport Construction Fund 8,731,006 29,458,058 (20,727,052)
PFC Fund 24,623,412 24,623,412
PFC Bond Fund 151,858 10,767,050 (10,615,192)
Totals - budgetary reporting basis $ 301,947,060 $ 274,474,663 27,472,397
Add (deduct) adjustments to budgetary reporting basis
which are necessary to reflect results of operations
on financial reporting basis in accordance with
generally accepted accounting principles:
Capital outlay expenditures 48,159,475
Internal costs on capital projects 12,262,125
Interest expense capitalized 192,586
Depreciation and amortization expense (68,139,354)
Expenses that will be expended in future years 6,605,359
Contributions from governmental agencies (11,895,527)
Bond and contract payable principal expenditures 27,641,987
Difference between property sale proceeds and
loss on sales (1,835,202)
Difference between income and proceeds from sales of land (3,417,738)
Change in deferred revenues and certain rents receivable (388,695)
Amortization of bond issuance costs (1,424,006)
Expensed capital outlay expenditures (3,240,900)
Other 762,348
Income before contributions and transfers per
Statements of Revenues, Expenses, and Changes in Net Assets $ 32,754,855

* The Port budgets all funds on the accrual basis of accounting.
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THE PORT OF PORTLAND
RECONCILIATION OF AIRPORT BUDGETARY REVENUES AND EXPENDITURES TO INCOME BEFORE
CONTRIBUTIONS AND TRANSFERS
for the year ended June 30, 2004

Budgetary (Accrual) Basis * Excess
Revenues
Revenues Expenditures (Expenditures)
Funds:
Airport Revenue Fund $ 151,015,039 $ 61,958,176 $ 89,056,863
Airport Revenue Bond Fund 3,408,491 49,346,523 (45,938,032)
Airport Construction Fund 8,731,006 29,458,058 (20,727,052)
PFC Fund 24,623,412 24,623,412
PFC Bond Fund 151,858 10,767,050 (10,615,192)
Totals - budgetary reporting basis $ 187,929,806 $ 151,529,807 36,399,999
Add (deduct) adjustments to budgetary reporting basis
which are necessary to reflect results of operations
on financial reporting basis in accordance with
generally accepted accounting principles:
Capital outlay expenditures 29,458,058
Internal costs on capital projects 1,199,234
Interest expense capitalized 192,586
Depreciation and amortization expense (53,020,662)
Expenses that will be expended in future years 526,082
Contributions from governmental agencies (7,856,168)
Bond principal expenditures 27,005,000
Difference between property sale proceeds and
loss on sales (1,740,805)
Change in deferred revenues and certain rents receivable 802,703
Amortization of bond issuance costs (1,385,350)
Services received, provided, and overhead (12,669,064)
Other (1,156,970)
Income before contributions and transfers per
Statements of Revenues, Expenses, and Changes in Net Assets $ 17,754,643

* The Airport budgets all funds on the accrual basis of accounting.
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THE PORT OF PORTLAND
SCHEDULE OF RESOURCES, EXPENDITURES AND TRANSFERS
GENERAL FUND
(BUDGETARY BASIS)

for the year ended June 30, 2004

Over
(Under)
Budget Actual Budget
REVENUES:
Operating revenues:
Administration $ 13,364,051 $ 20,735249 $ 7,371,198
Marine 58,078,698 61,946,841 3,868,143
Navigation 6,143,117 7,123,298 980,181
General Aviation 2,855,539 2,709,098 (146,441)
80,441,405 92,514,486 12,073,081
Tax and tax items:
Current property tax levy - net 7,077,852 6,877,495 (200,357)
Interest on taxes 21,415 21,415
7,077,852 6,898,910 (178,942)
Interest 1,200,000 1,022,369 (177,631)
Federal/State Grants 9,208,647 (9,208,647)
Fixed asset sales and other 569,685 569,685
Total revenues 97,927,904 101,005,450 3,077,546
TRANSFERS FROM OTHER FUNDS:
Bond Construction Fund 7,687,648 5,124,542 (2,563,106)
Airport Construction Fund 7,683,706 5,938,349 (1,745,357)
Airport Revenue Fund 15,943,078 13,488,744 (2,454,334)
Total transfers 31,314,432 24,551,635 (6,762,797)
Total revenues and transfers 129,242,336 125,557,085 (3,685,251)
BEGINNING WORKING CAPITAL 68,666,741 88,383,942 19,717,201
Total resources $ 197,909,077 $ 213,941,027 $ 16,031,950
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EXPENDITURES:
Administration

Marine

Navigation

General Aviation

Long-term debt payments

Other environmental

Contingencies

Total expenditures

TRANSFERS TO OTHER FUNDS:

Bond Construction Fund

Airport Revenue Fund
Total transfers

Total expenditures and transfers

ENDING WORKING CAPITAL

Reclass of cash from current to restricted

THE PORT OF PORTLAND
SCHEDULE OF RESOURCES, EXPENDITURES AND TRANSFERS

GENERAL FUND
(BUDGETARY BASIS), continued

for the year ended June 30, 2004

Appropriations (Over)
Transfers Under
Original In (Out) Revised Actual Budget
$ 36,814,051 $ 36,814,051 $ 34,340,423 2,473,628
47,349,592 $ 10,700,000 58,049,592 56,469,077 1,580,515
5,145,637 100,000 5,245,637 5,272,728 (27,091)
1,777,334 130,000 1,907,334 1,786,664 120,670
4,097,525 120,000 4,217,525 4,181,304 36,221
5,000,000 5,000,000 2,193,244 2,806,756
61,424,935 (11,050,000) 50,374,935 50,374,935
161,609,074 161,609,074 104,243,439 57,365,635
36,240,346 36,240,346 36,240,346
59,657 59,657 205,496 (145,839)
36,300,003 36,300,003 205,496 36,094,507
$ 197,909,077 $ $ 197,909,077 104,448,935 93,460,142
109,492,092
(5,979)

ENDING WORKING CAPITAL PER BALANCE SHEET
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REVENUES:
Interest
Grants
Insurance buyout proceeds and other
Total revenues

TRANSFERS FROM OTHER FUNDS:
General Fund
Airport Revenue Fund
Total transfers

BEGINNING WORKING CAPITAL
Total resources

EXPENDITURES:
Capital outlay
Contingencies

Total expenditures

TRANSFERS TO OTHER FUNDS:
General Fund

Airport Revenue Fund
Total transfers

Total expenditures and transfers

ENDING WORKING CAPITAL

THE PORT OF PORTLAND
SCHEDULE OF RESOURCES, EXPENDITURES AND TRANSFERS
BOND CONSTRUCTION FUND

(BUDGETARY BASIS)

for the year ended June 30, 2004

34

$

$

Over

(Under)

Budget Actual Budget
400,000 139,315 $ (260,685)
4,500,000 4,039,358 (460,642)
8,833,131 8,833,131
4,900,000 13,011,804 8,111,804
36,240,346 (36,240,346)
3,348,449 1,609,745 (1,738,704)
39,588,795 1,609,745 (37,979,050)
35,249,466 37,065,524 1,816,058
79,738,261 51,687,073 $ (28,051,188)

(Over)

Under

Appropriations Actual Budget
36,576,340 18,701,417 $ 17,874,923
35,063,273 35,063,273
71,639,613 18,701,417 52,938,196
7,687,648 5,124,542 2,563,106
411,000 581,592 (170,592)
8,098,648 5,706,134 2,392,514
79,738,261 24,407,551 $ 55,330,710
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THE PORT OF PORTLAND
SCHEDULE OF RESOURCES, EXPENDITURES AND TRANSFERS
AIRPORT REVENUE FUND
(BUDGETARY BASIS)

for the year ended June 30, 2004

Over
(Under)
Budget Actual Budget
REVENUES:
Operating revenue - Portland International Airport $ 154,161,961 $ 151,054,611 $ (3,107,350)
Interest 400,000 (62,374) (462,374)
Fixed asset sales and other 22,802 22,802
Total revenues 154,561,961 151,015,039 (3,546,922)
TRANSFERS FROM OTHER FUNDS:
General Fund 59,657 205,496 145,839
Bond Construction Fund 411,000 581,592 170,592
Airport Construction Fund 600,000 1,132,772 532,772
Total transfers 1,070,657 1,919,860 849,203
Total revenues and transfers 155,632,618 152,934,899 (2,697,719)
BEGINNING WORKING CAPITAL 4,000,000 3,191,057 (808,943)
Total resources $ 159,632,618 156,125,956 $  (3,506,662)
(Over)
Under
Appropriations Actual Budget
EXPENDITURES:
Operating expenditures $ 62,015,780 61,958,176 $ 57,604
Contingencies 4,000,000 4,000,000
Total expenditures 66,015,780 61,958,176 4,057,604
TRANSFERS TO OTHER FUNDS:
General Fund 15,943,078 13,488,744 2,454,334
Bond Construction Fund 3,348,449 1,609,745 1,738,704
Airport Construction Fund 25,098,788 32,464,521 (7,365,733)
Airport Revenue Bond Fund 49,226,523 46,041,756 3,184,767
Total transfers 93,616,838 93,604,766 12,072
Total expenditures and transfers $ 159,632,618 155,562,942 $ 4,069,676

ENDING WORKING CAPITAL $ 563,014
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THE PORT OF PORTLAND
SCHEDULE OF RESOURCES, EXPENDITURES AND TRANSFERS
AIRPORT REVENUE BOND FUND
(BUDGETARY BASIS)

for the year ended June 30, 2004

Over
(Under)
Budget Actual Budget
REVENUES:
Interest $ 120,000 $ 310,645 $ 190,645
Swaption 3,097,846 3,097,846
Total revenues 120,000 3,408,491 3,288,491
TRANSFERS FROM OTHER FUNDS:
Airport Revenue Fund 49,226,523 46,041,756 (3,184,767)
Total transfers 49,226,523 46,041,756 (3,184,767)
Total revenues and transfers 49,346,523 49,450,247 103,724
BEGINNING RESTRICTED NET ASSETS
AVAILABLE FOR FUTURE DEBT SERVICE 5,000 141,796 136,796
Total resources $ 49,351,523 49,592,043 $ 240,520
(Over)
Under
Appropriations Actual Budget
EXPENDITURES:
Long-term debt payments $ 49,346,523 49,346,523 $
Total expenditures 49,346,523 49,346,523 $
UNAPPROPRIATED BALANCE 5,000
$__49351523_

ENDING RESTRICTED NET ASSETS AVAILABLE
FOR FUTURE DEBT SERVICE $ 245,520
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THE PORT OF PORTLAND
SCHEDULE OF RESOURCES, EXPENDITURES AND TRANSFERS
AIRPORT CONSTRUCTION FUND
(BUDGETARY BASIS)

for the year ended June 30, 2004

Over
(Under)
Budget Actual Budget
REVENUES:
Grants $ 11,000,000 $ 7,856,169 $ (3,143,831)
Interest 1,410,000 730,501 (679,499)
Other 144,336 144,336
Total revenues 12,410,000 8,731,006 (3,678,994)
TRANSFERS FROM OTHER FUNDS:
Airport Revenue Fund 25,098,788 32,464,521 7,365,733
PFC Fund 12,665,719 13,688,260 1,022,541
Total transfers 37,764,507 46,152,781 8,388,274
BEGINNING RESTRICTED NET ASSETS
AVAILABLE FOR APPROPRIATION 82,665,065 109,590,617 26,925,552
Total resources $ 132,839,572 164,474,404 $ 31,634,832
(Over)
Under
Appropriations Actual Budget
EXPENDITURES:
Capital outlay $ 54,088,874 29,458,058 $ 24,630,816
Contingencies 70,466,992 70,466,992
Total expenditures 124,555,866 29,458,058 95,097,808
TRANSFERS TO OTHER FUNDS:
General Fund 7,683,706 5,938,349 1,745,357
Airport Revenue Fund 600,000 1,132,772 (532,772)
Total transfers 8,283,706 7,071,121 1,212,585
Total expenditures and transfers $ 132,839,572 36,529,179 $ 96,310,393

ENDING RESTRICTED NET ASSETS
AVAILABLE FOR APPROPRIATION $ 127,945,225
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THE PORT OF PORTLAND
SCHEDULE OF RESOURCES, EXPENDITURES AND TRANSFERS
PFC FUND
(BUDGETARY BASIS)
for the year ended June 30, 2004

Resources Over
Transfers (Under)
Original In (Out) Revised Actual Budget
REVENUES:
Interest and other $ 40,000 $ 40,000 $ (706,197) * $ (746,197)
Passenger facility charges 22,500,000 $ 2,837,000 25,337,000 25,329,609 (7,391)
Total revenues 22,540,000 2,837,000 25,377,000 24,623,412 (753,588)
BEGINNING RESTRICTED NET ASSETS AVAILABLE
FOR APPROPRIATION 1,491,224 2,243,442 3,734,666 3,734,666
Total resources $ 24,031,224 $ 5,080,442 $ 29,111,666 28,358,078 3% (753,588)
Appropriations (Over)
Transfers Under
Original In (Out) Revised Actual Budget
EXPENDITURES:
Contingencies $ 758,455 $ 758,455 $ 758,455
Total expenditures 758,455 758,455 758,455
TRANSFERS TO OTHER FUNDS:
PFC Bond Fund 10,607,050 10,607,050 10,613,974 (6,924)
Airport Construction Fund 12,665,719 $ 5,080,442 17,746,161 13,688,260 4,057,901
Total transfers 23,272,769 5,080,442 28,353,211 24,302,234 4,050,977
Total expenditures and transfers $ 24,031,224 $ 5,080,442 $ 29,111,666 24,302,234  $ 4,809,432
ENDING RESTRICTED NET ASSETS AVAILABLE
FOR APPROPRIATION $ 4,055,844

* Includes $696,445 return of excess interest (arbitrage) earned in prior years.
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THE PORT OF PORTLAND

SCHEDULE OF RESOURCES, EXPENDITURES AND TRANSFERS

PFC BOND FUND
(BUDGETARY BASIS)
for the year ended June 30, 2004

REVENUES:
Interest
Total revenues

TRANSFERS FROM OTHER FUNDS:
PFC Fund

BEGINNING RESTRICTED NET ASSETS AVAILABLE
FOR FUTURE DEBT SERVICE
Total resources

EXPENDITURES:
Long-term debt payments
Total expenditures

UNAPPROPRIATED BALANCE

ENDING RESTRICTED NET ASSETS AVAILABLE
FOR FUTURE DEBT SERVICE

39

10,771,315

Over
(Under)
Budget Actual Budget
160,000 $ 151,858 $ (8,142)
160,000 151,858 (8,142)
10,607,050 10,613,974 6,924
10,770,975 10,772,533 1,558
21,538,025 21,538,365 $ 340
(Over)
Under
Appropriations Actual Budget
10,767,050 10,767,050 $
10,767,050 10,767,050 $
10,770,975
21,538,025
$



THE PORT OF PORTLAND
PORTLAND INTERNATIONAL AIRPORT
SCHEDULE OF NET REVENUES

for the year ended June 30, 2004

Operating revenues:
Flight fees and terminal rentals from

scheduled airlines $ 71,916,120
Concessions and other rentals 75,003,924
Other 6,725,932

153,645,976
Interest income - revenue fund and revenue bond fund 167,467
153,813,443
Costs of operation and maintenance, excluding depreciation:
Salaries, wages and fringe benefits 28,726,498
Contract, professional and consulting services 17,980,934
Materials and supplies 3,133,928
Utilities 4,094,038
Equipment rentals, fuel and lubricants 477,930
Insurance 1,831,327
Personnel, travel and other management expenses 2,450,307
Equipment repairs 604,133
Allocation of general and administration expense

of the Port of Portland 12,669,064

Other 1,520,214
73,488,373

Net revenues, as defined by Section 2(r) of
Ordinance No. 155 * $ 80,325,070

* Presented in accordance with provisions of Ordinance Nos. 155 and 323 (ordinances authorizing issuance of Airport
revenue bonds), which are different from generally accepted accounting principles.
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THE PORT OF PORTLAND
PORTLAND INTERNATIONAL AIRPORT
SCHEDULE OF GENERAL ACCOUNT AMOUNT AVAILABLE FOR
PAYMENT TO AIRPORT REVENUE BOND FUND AND RATIO TO
REVENUE BOND DEBT SERVICE REQUIREMENT

for the year ended June 30, 2004

Net revenues, per accompanying schedule of
net revenues $ 80,325,070

Less revenue bond fund interest income (229,841)

Applied to General Account, available
to be applied to debt service of bonds $ 80,095,229 (1)

Bond debt service requirement, per accompanying

schedule of compliance with Ordinance Nos. 155 and 323 $ 46,248,677 (2)
Ratio (1)/(2) 1.73
Required ratio 1.30

NOTE: This schedule is provided in compliance with Section 5f. of Ordinance No. 323.
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THE PORT OF PORTLAND
PORTLAND INTERNATIONAL AIRPORT
SCHEDULE OF PASSENGER FACILITY CHARGE ACTIVITY
for the year ended June 30, 2004

First First
Lien Lien
Bond Reserve Capital
Account Account Account
Balances at June 30, 2003 $ 1558 $ 10,770,975 $ 3,734,666
PFC revenues:
PFC bond account 10,613,974
Capital account 14,715,635
Interest earnings 151,858 (2,959)
Transfer from reserve account to bond account 151,858 (151,858)
Bond payments to trustee (10,767,050)
Costs of approved PFC projects (13,688,260)
Arbitrage (696,445)
Other, net (6,793)
Balances at June 30, 2004 $ 340 $ 10,770,975 $ 4,055,844

NOTE: This schedule is provided in compliance with Section 9(d) of Ordinance No. 395-B.
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THE PORT OF PORTLAND

SCHEDULE OF PROPERTY TAX TRANSACTIONS AND OUTSTANDING BALANCES
for the year ended June 30, 2004

Fiscal
Year

2003-04
2002-03 $
2001-02
2000-01
1999-00
1998-99
and prior
$

Reconciliation to income from property taxes:

Current levy

Deduct discounts allowed
Cancellations and adjustments

Property Current Property
Taxes Levy as Taxes
Receivable Extended Deduct Deduct Cancellations Receivable
June 30, by Cash Discounts and June 30, Interest
2003 Assessors Collections Allowed Adjustments 2004 Collected
7,116,183 $ (6,705,593) $ (179,836) $ (26,903) $ 203,851 $ 4,468
218,008 (126,498) (14,693) 76,817 7,121
80,228 (32,109) (9,471) 38,648 4,558
41,301 (20,336) (5,871) 15,094 4,667
14,723 (8,896) (1,910) 3,917 2,185
12,530 (4,426) (4) 8,100 (1,584)
366,790 7,116,183 $ (6,897,858) $ (179,836) $ (58,852) $ 346,427  $ 21,415
$ 7,116,183
(179,836)
58,852
$
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Federal Grantor/Pass-through Grantor/

U.S. Department of Transportation:
Federal Aviation Administration:
Airport Improvement Program (M):

U.S. Department of Homeland Security:

Federal Emergency Management Agency
Oregon Emergency Management
Disaster Assistance (M)

Transportation Security Administration
Port Security Grants Program

U.S. General Services Administration:
Oregon Department of Administrative Services
Federal Surplus Property

Program Title

AIP-3-41-0025-13
AIP-3-41-0025-14
AIP-3-41-0025-15
AIP-3-41-0025-16
AIP-3-41-0025-17
AIP-3-41-0061-08
AIP-3-41-0061-09
AIP-3-41-0061-10
AIP-3-41-0061-11
AIP-3-41-0072-08
AIP-3-41-0072-09
AIP-3-41-0048-40
AIP-3-41-0048-41
AIP-3-41-0048-42
AIP-3-41-0048-44
AIP-3-41-0048-45
AIP-3-41-0048-46
AIP-3-41-0048-47
AIP-3-41-0048-48
AIP-3-41-0048-49

U.S. Army Corps of Engineers:
Direct:

*

(M)

Contract Dredging:

Agreement No. DACW 57-00-C-0013

Total Expenditures of Federal Awards

CFDA number not applicable and/or not assigned.
Major federal programs as defined by OMB Circular A-133.

THE PORT OF PORTLAND
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
for the year ended June 30, 2004

Award
Period

03/26/02 - 06/30/04
05/20/03 - 06/30/04
07/22/03 - 06/30/04
09/20/03 - 06/30/04
05/13/04 - 06/30/04
07/28/00 - 06/30/04
07/25/01 - 06/30/04
06/03/02 - 06/30/04
08/8/03 - 06/30/04
06/04/02 - 06/30/04
07/09/03 - 06/30/04
06/26/01 - 06/30/04
07/25/01 - 06/30/04
09/24/02 - 06/30/04
03/25/02 - 06/30/04
09/27/02 - 06/30/04
09/24/02 - 06/30/04
03/25/02 - 06/30/04
09/27/02 - 06/30/04
05/13/04 - 06/30/04

02/19/04 - 06/30/04

07/14/03 - 06/30/04

07/01/03-06/30/04

07/01/00 - 06/30/04

49

Federal
CFDA
Number

20.106
20.106
20.106
20.106
20.106
20.106
20.106
20.106
20.106
20.106
20.106
20.106
20.106
20.106
20.106
20.106
20.106
20.106
20.106
20.106

97.036

20.420

39.003

$

$

Current

Expenditures

2,507,830
51,610
810,000
206,716
54,601
10,919
4,634
81,951
2,510
343,221
14,766
2,287,651
295,238
412,773
43,303
3,302,029
1,669,166
125,542
2,355
5,713

12,232,528

865,411

13,129

44,133

6,707,325

19,862,526



AUDIT COMMENTS AND DISCLOSURES
REQUIRED BY STATE REGULATIONS
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