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INDEPENDENT AUDITORS’ REPORT 
 
 
 
Board of Commissioners 
The Port Authority of the City of Austin 
Austin, Minnesota   
 
Report on the Financial Statements 

We have audited the accompanying financial statements of the Austin Port Authority, a component unit 
of the City of Austin, State of Minnesota, as of and for the years ended December 31, 2012 and 2011, 
and the related notes to the financial statements, which collectively comprise the entity’s basic financial 
statements as listed in the table of contents. 
 
Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditors’ Responsibility 

Our responsibility is to express opinions on these financial statements based on our audits. We 
conducted our audits in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and 
perform the audit to obtain reasonable assurance about whether the financial statements are free from 
material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditors’ judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness 
of the entity’s internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the 
financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinions. 
 
Opinions 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the Austin Port Authority, a component unit of the City of Austin, State of 
Minnesota as of December 31, 2012 and 2011, and the changes in its net position and its cash flows 
for the years then ended in accordance with accounting principles generally accepted in the United 
States of America. 
 
Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the 
management’s discussion and analysis on pages 4 through 9 presented to supplement the basic 
financial statements. Such information, although not a part of the basic financial statements, is required 
by the Governmental Accounting Standards Board who considers it to be an essential part of financial 
reporting for placing the basic financial statements in an appropriate operational, economic, or historical 
context. We have applied certain limited procedures to the required supplementary information in 
accordance with auditing standards generally accepted in the United States of America, which 
consisted of inquiries of management about the methods of preparing the information and comparing 
the information for consistency with management’s responses to our inquiries, the basic financial 
statements, and other knowledge we obtained during our audit of the basic financial statements. We do 
not express an opinion or provide any assurance on the information because the limited procedures do 
not provide us with sufficient evidence to express an opinion or provide any assurance. 
 
Other Information 

Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the Austin Port Authority, a component unit of the City of Austin, State of 
Minnesota’s financial statements as a whole. The supplementary information is presented for purposes 
of additional analysis and is not a required part of the basic financial statements. 
 
The supplementary information is the responsibility of management and was derived from and relates 
directly to the underlying accounting and other records used to prepare the basic financial statements. 
Such information has been subjected to the auditing procedures applied in the audit of the basic 
financial statements and certain additional procedures, including comparing and reconciling such 
information directly to the underlying accounting and other records used to prepare the basic financial 
statements or to the basic financial statements themselves, and other additional procedures in 
accordance with auditing standards generally accepted in the United States of America. In our opinion, 
the supplementary information is fairly stated, in all material respects, in relation to the basic financial 
statements as a whole. 
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Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated 
March 25, 2013, on our consideration of the Austin Port Authority, a component unit of the City of 
Austin, State of Minnesota's internal control over financial reporting and on our tests of its compliance 
with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The 
purpose of that report is to describe the scope of our testing of internal control over financial reporting 
and compliance and the result of that testing, and not to provide an opinion on internal control over 
financial reporting or on compliance. That report is an integral part of an audit performed in accordance 
with Government Auditing Standards in considering the Austin Port Authority, a component unit of the 
City of Austin, State of Minnesota’s internal control over financial reporting and compliance. 
 
 

 
CliftonLarsonAllen LLP 
 
Austin, Minnesota 
March 25, 2013 
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As management of the Austin Port Authority, we offer readers of the Austin Port Authority’s financial 
statements this narrative overview and analysis of the financial activities of the Austin Port Authority for 
the fiscal years ended December 31, 2012 and 2011.  The information presented should be read in 
conjunction with the financial statements and the accompanying notes to the financial statements.  The 
Austin Port Authority is considered part of the reporting entity of the City of Austin, Minnesota, and is 
included in the City’s financial statements as a discretely presented component unit. 
 
OVERVIEW OF THE FINANCIAL STATEMENTS: 

This annual financial report consists of three parts: Management’s Discussion and Analysis (this 
section) the basic financial statements, and supplementary information.  The Austin Port Authority 
follows enterprise fund reporting; accordingly, the financial statements are presented using the 
economic resources measurement focus and the accrual basis of accounting in accordance with 
accounting principles generally accepted in the United States of America.  The financial statements 
include the statement of net position, the statement of revenues, expenses, and changes in net 
position, and the statement of cash flows. 
 
The statement of net position provides information about the nature of assets and obligations (liabilities) 
of the Austin Port Authority as of the end of the year.  The statement of revenues, expenses, and 
changes in net position reports revenues and expenses for the current year.  The statement of cash 
flows reports cash receipts, cash payments, and changes in cash resulting from operating, noncapital 
financing activities, capital and related financing activities, and investing activities. 
 
The basic proprietary fund financial statements can be found on pages 10-13 of this report. 
 
Notes to the financial statements.  The notes provide additional information that is essential to a full 
understanding of the data provided in the fund financial statements.  The notes to the financial 
statements can be found on pages 14-28 of this report. 
 
Supplemental information. The combining and individual account statements and schedules can be 
found on pages 29-37 of this report. 
 
FINANCIAL HIGHLIGHTS: 

By far the largest portion of the Austin Port Authority’s net position (64 percent) is unrestricted at 
December 31, 2012.  The Austin Port Authority advanced $94,228 through two additional loans to 
downtown Austin businesses to rehabilitate the interior/exterior of their buildings as part of the Main 
Street, Inc. program that is funded by the Austin Port Authority.   
 
The Austin Port Authority purchased the former Leon fire site in downtown Austin during 2012.  This 
$80,000 purchase was financed by cash on hand and is part of a comprehensive plan to help 
rehabilitate the downtown area that was devastated by the fire in 2009. 
 
The Austin Port Authority and the Hormel Foundation continue to make payments to reduce the debt 
(and notes receivable, respectively) related to the expansion of the Hormel Institute.  This original 
$10,000,000 bond issue is down to an outstanding balance of $7,225,000 as of December 31, 2012. 
 
The newly remodeled Robinson Building is now full with three new tenants signing leases from one 
year to five years.  This revenue will help offset operational costs and allow for the cash balance to start 
turning positive.  
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AUSTIN PORT AUTHORITY’S NET POSITION 

The following tables summarize the financial position of the Austin Port Authority as of December 31, 
2012 and 2011: 
 
Condensed Statement of Net Position 
 

Dollar Percentage
2012 2011 Change Change

Current Assets 2,628,549$   2,434,005$   194,544$      7.99%
Noncurrent Assets 8,374,882     9,477,023     (1,102,141)    (11.63%)
Net Capital Assets 425,962        345,659        80,303          23.23%
Deferred Charges 45,610          56,557          (10,947)         (19.36%)
   Total Assets 11,475,003$ 12,313,244$ (838,241)$     (6.81%)

Current Liabilities 1,200,616$   1,052,931$   147,685$      14.03%
Noncurrent Liabilities 7,208,625     8,528,078     (1,319,453)    (15.47%)
   Total Liabilities 8,409,241$   9,581,009$   (1,171,768)$  (12.23%)

Net Position:
Net Investment in Capital Assets 425,962$      345,659$      80,303$        23.23%
Restricted 668,402        572,444        95,958          16.76%
Unrestricted 1,971,398     1,814,132     157,266        8.67%
   Total Net Position 3,065,762$   2,732,235$   333,527$      12.21%
   Total Liabilities and Net Position 11,475,003$ 12,313,244$ (838,241)$     (6.81%)

 
Condensed statement of net position highlights are as follows for the year ended December 31, 2012: 
 

 The net position of the Austin Port Authority exceeded liabilities by $3,065,762 (Net Position).  
This is an increase of $333,527 over the net position at the close of 2011. 

 

 Current assets increased by $194,544, primarily due to the net difference in the note payment 
that is due from the Hormel Foundation for the outstanding debt and the payments out related to 
downtown revitalization efforts.  Current assets consist of cash and cash equivalents, taxes 
receivable, accounts receivable, interest receivable, and the current portion of notes and leases 
receivable. 

 
 Noncurrent assets decreased by $1,102,141, primarily due to the payment on the Hormel 

Foundation note, and the loan forgiveness on some of the downtown revitalization loans. 
 

 Net capital assets increased by $80,303 due to the net difference in the interior work done at 
the Robinson Building and the depreciation taken on all of our depreciable property.      

 
 Current liabilities increased by $147,685 primarily due to the bond payment that is due in 2013 

on the Hormel Institute. 
 

 Total liabilities decreased $1,171,768 during 2012 primarily due to the bond payments 
associated with the Hormel Institute.   
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The following tables summarize the financial position of the Austin Port Authority as of December 31, 
2011 and 2010: 
 
Condensed Statement of Net Position 
 

Dollar Percentage
2011 2010 Change Change

Current Assets 2,434,005$   2,283,616$   150,389$      6.59%
Noncurrent Assets 9,477,023     10,428,361   (951,338)       (9.12%)
Net Capital Assets 345,659        349,655        (3,996)           (1.14%)
Deferred Charges 56,557          67,504          (10,947)         (16.22%)
   Total Assets 12,313,244$ 13,129,136$ (815,892)$     (6.21%)

Current Liabilities 1,052,931$   926,107$      126,824$      13.69%
Noncurrent Liabilities 8,528,078     9,697,532     (1,169,454)    (12.06%)
   Total Liabilities 9,581,009$   10,623,639$ (1,042,630)$  (9.81%)

Net Position:
Net Investment in Capital Assets 345,659$      349,655$      (3,996)$         (1.14%)
Restricted 572,444        519,428        53,016          10.21%
Unrestricted 1,814,132     1,636,414     177,718        10.86%
   Total Net Position 2,732,235$   2,505,497$   226,738$      9.05%
   Total Liabilities and Net Position 12,313,244$ 13,129,136$ (815,892)$     (6.21%)

 
Condensed statement of net position highlights are as follows for the year ended December 31, 2011: 
 

 The net position of the Austin Port Authority exceeded liabilities by $2,732,235 (Net Position).  
This is an increase of $226,738 over the net position at the close of 2010. 

 

 Current assets increased by $150,389, primarily due to the net difference in the note payment 
that is due from the Hormel Foundation for the outstanding debt and the payments out related to 
downtown revitalization efforts.  Current assets consist of cash and cash equivalents, taxes 
receivable, accounts receivable, interest receivable, and the current portion of notes and leases 
receivable. 

 
 Noncurrent assets decreased by $951,338, primarily due to the payment on the Hormel 

Foundation note, and the loan forgiveness on some of the downtown revitalization loans. 
 

 Net capital assets decreased by $3,996 due to the net difference in the concrete work done at 
the Walker Building and the depreciation taken on all of our depreciable property.      

 
 Current liabilities increased by $126,824 primarily due to the bond payment that is due in 2012 

on the Hormel Institute. 
 

 Total liabilities decreased $1,042,630 during 2011 primarily due the bond payments associated 
with the Hormel Institute.   
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The following charts summarize operating revenues, expenses, and changes in net position of the 
Austin Port Authority for the years ended December 31, 2012 and 2011: 
 
Condensed Statements of Revenues, Expenses, and Changes in Net Position: 
 

Dollar Percentage
2012 2011 Change Change

Operating Revenues:
   Property Taxes 25,247$        22,598$        2,649$          11.72%
   Intergovernmental Revenues -                    3,150            (3,150)           (100.00%)
   Lease Revenues 135,887        102,757        33,130          32.24%
   Interest on Loans 454,432        495,954        (41,522)         (8.37%)
   Total Operating Revenues 615,566$      624,459$      (8,893)$         (1.42%)
Operating Expenses:
   Administrative and General 237,276$      291,465$      (54,189)$       (18.59%)
   Depreciation and Amortization 28,221          25,376          2,845            11.21%
     Total Operating Expense 265,497$      316,841$      (51,344)$       (16.20%)
     Operating Income 350,069$      307,618$      42,451$        13.80%
Non-Operating Revenues (Expenses) (65,330)         (80,880)         15,550          19.23%
     Capital Contribution 48,788          -                    48,788          N/A
     Change in Net Position 333,527$      226,738$      106,789$      47.10%

Beginning Net Position 2,732,235$   2,505,497$   226,738$      9.05%
Change in Net Position 333,527        226,738        106,789        47.10%
Ending Net Position 3,065,762$   2,732,235$   333,527$      12.21%

 
Condensed statements of revenues, expenses, and changes in net position highlights are as follows for 
the year ended December 31, 2012: 
 

 Property taxes and intergovernmental revenues continue to be the operating capital of the 
Austin Port Authority, with a levy of $25,000 for 2012 and 2011 to support the operational needs 
of the Board of Commissioners.  Delinquency collections increased the actual property tax 
revenue above the original levy amount for 2012.   

 

 The interest earnings on loans have decreased by $41,522 from 2011 as the Hormel 
Foundation is making principal payments and reducing the amount of their outstanding note 
receivable, therefore lowering the annual required interest payment on the Development Bonds, 
Series 2006A.   

 

 Administrative and general expenses have decreased by $54,189 primarily as the result of 
fewer downtown revitalization grants that were given out in 2012 versus 2011. 

 

 Non-operating revenues (expenses) decreased by $15,550 for 2012.  As the principal is paid 
down on our outstanding Development Bonds, Series 2006A, the interest cost is also reduced. 
 

 A capital contribution of $48,788 from the DCA, our joint partner in the Robinson Building, 
occurred in 2012 to further remodel the interior of the Robinson Building to accommodate three 
additional tenants.  There was no such contribution in 2011. 
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The following charts summarize operating revenues, expenses, and changes in net position of the 
Austin Port Authority for the years ended December 31, 2011 and 2010: 
 
Condensed Statements of Revenues, Expenses, and Changes in Net Position: 
 

Dollar Percentage
2011 2010 Change Change

Operating Revenues:
   Property Taxes 22,598$        23,081$        (483)$            (2.09%)
   Intergovernmental Revenues 3,150            3,575            (425)              (11.89%)
   Lease Revenues 102,757        88,220          14,537          16.48%
   Interest on Loans 495,954        531,558        (35,604)         (6.70%)
   Total Operating Revenues 624,459$      646,434$      (21,975)$       (3.40%)
Operating Expenses:
   Administrative and General 291,465$      364,527$      (73,062)$       (20.04%)
   Depreciation and Amortization 25,376          22,445          2,931            13.06%
     Total Operating Expense 316,841$      386,972$      (70,131)$       (18.12%)
     Operating Income 307,618$      259,462$      48,156$        18.56%
Non-Operating Revenues (Expenses) (80,880)         (114,781)       33,901          29.54%
     Capital Contribution -                    100,000        (100,000)       (100.00%)
     Change in Net Position 226,738$      244,681$      (17,943)$       (7.33%)

Beginning Net Position 2,505,497$   2,260,816$   244,681$      10.82%
Change in Net Position 226,738        244,681        (17,943)         (7.33%)
Ending Net Position 2,732,235$   2,505,497$   226,738$      9.05%

 
Condensed statements of revenues, expenses, and changes in net position highlights are as follows for 
the year ended December 31, 2011: 
 

 Property taxes and intergovernmental revenues continue to be the operating capital of the 
Austin Port Authority, with a levy of $25,000 for 2011 and 2010 to support the operational needs 
of the Board of Commissioners.   

 
 The interest earnings on loans have decreased by $35,604 from 2010 as the Hormel 

Foundation is making principal payments and reducing the amount of their outstanding note 
receivable, therefore lowering the annual required interest payment on the Development Bonds, 
Series 2006A.   

 
 Administrative and general expenses have decreased by $73,062 primarily as the result of 

fewer downtown revitalization grants that were given out in 2011 versus 2010. 
 

 Non-operating revenues (expenses) decreased by $33,901 for 2011.  As the principal is paid 
down on our outstanding Development Bonds, Series 2006A, the interest cost is also reduced. 
 

 A capital contribution of $100,000 from the DCA, our joint partner in the Robinson Building, 
occurred in 2010 to further enhance our economic development options within the community.  
There was no such contribution in 2011. 
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CAPITAL ASSET AND DEBT ADMINISTRATION: 

Capital assets.  The Austin Port Authority’s investment in capital assets for its business-type activities 
as of December 31, 2012, amounts to $425,962 (net of accumulated depreciation).  This investment in 
capital assets includes buildings and improvements other than buildings.  The total increase in the 
Austin Port Authority’s investment in capital assets (net of accumulated depreciation) was 23.23 
percent and was attributable to the interior remodeling work at the Robinson Building.  
 

AUSTIN PORT AUTHORITY’S CAPITAL ASSETS 

2012 2011

Buildings 556,130$      458,554$      
Improvements Other Than Buildings 21,641          21,641          
   Total 577,771$      480,195$      
Less: Accumulated Depreciation (151,809)       (134,536)       
   Net Capital Assets 425,962$      345,659$      

 
Additional information on the Austin Port Authority’s capital assets can be found in Note 5 on page 25 
of this report. 
 
Long-term debt.  At the end of the current fiscal year, the Austin Port Authority had total debt 
outstanding of $8,253,625.  Of this amount $585,072 is in the form of an advance from the primary 
government.  The remainder of the Austin Port Authority’s debt ($7,668,553) represents bonds secured 
solely by specified revenue sources (i.e. revenue bonds). 
 
The Austin Port Authority’s total debt decreased by $1,169,453 (12.41 percent) during the current fiscal 
year.  The bond payments for the 2006A Development Bonds, comprised the net decrease in total debt. 
 
The Austin Port Authority, as a component unit of the City of Austin, maintains a bond rating of “Aa2” 
from Moody’s Investors Services for general obligation debt.   
 
Additional information on the Austin Port Authority’s long-term debt can be found in Note 6 on pages 
25-26 of this report. 
 
NEXT YEAR’S RATES: 

The Walker Building is leased for the 2013 year at rates slightly higher than in 2012.  International 
Paper has an annual rate increase of 3% built into the lease that expires on December 31, 2013.  New 
Dimension Home Electronics also has a scheduled 5.00% rate increase included into their lease 
agreement that expires November 30, 2013. 
 
The Robinson Building has a scheduled 4.48% increase in the total rents paid by the one tenant that 
has a multi-year lease.  Future rate increase between 4% and 5% exist with this tenant until 2017.    
 
REQUESTS FOR INFORMATION: 

This financial report is designed to provide a general overview of the Austin Port Authority’s finances for 
all of those with an interest in the government’s finances.  Questions concerning any of the information 
provided in this report or requests for additional financial information should be addressed to the 
Director of Administrative Services, Austin Port Authority, 500 4th Avenue NE, Austin, Minnesota, 
55912. 
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2011

CURRENT ASSETS
Cash and Cash Equivalents $ 1,189,197       $ 1,171,499       
Taxes Receivable 2,134              1,507              
Accounts Receivable 19,244            16,347            
Interest Receivable 136,106          149,203          
Notes Receivable, Current Portion 1,135,262       981,434          
Leases Receivable, Current Portion 143,606          114,015          

Total Current Assets $ 2,625,549       $ 2,434,005       

NONCURRENT ASSETS
Land Held for Resale $ 727,531          $ 647,530          
Notes Receivable 6,956,535       7,992,071       
Leases Receivable 693,816          837,422          

Total Noncurrent Assets $ 8,377,882       $ 9,477,023       

CAPITAL ASSETS
Buildings $ 556,130          $ 458,554          
Improvements Other Than Building 21,641            21,641            

Total $ 577,771          $ 480,195          
Less: Accumulated Depreciation (151,809)        (134,536)        

Net Capital Assets $ 425,962          $ 345,659          

DEFERRED CHARGES $ 45,610            $ 56,557            

Total Assets $ 11,475,003     $ 12,313,244     

ASSETS
2012
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2011

LIABILITIES

CURRENT LIABILITIES
Vouchers Payable $ 17,212            $ 14,314            
Accrued Interest Expense 131,683          143,617          
Bonds Payable, Current Portion 1,045,000       895,000          
Deferred Revenue 6,721              -                     

Total Current Liabilities $ 1,200,616       $ 1,052,931       

NONCURRENT LIABILITIES
Advances from Primary Government $ 585,072          $ 753,072          
Bonds Payable, Net 6,623,553       7,775,006       

Total Noncurrent Liabilities $ 7,208,625       $ 8,528,078       

Total Liabilities $ 8,409,241       $ 9,581,009       

NET POSITION
Net Position:     

Net Investment in Capital Assets $ 425,962          $ 345,659          
Restricted 668,402          572,444          
Unrestricted 1,971,398       1,814,132       

Total Net Position $ 3,065,762       $ 2,732,235       

Total Liabilities and Net Position $ 11,475,003     $ 12,313,244     

2012
LIABILITIES AND NET POSITION
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2011

OPERATING REVENUES
Property Taxes $ 25,247            $ 22,598            
Intergovernmental Revenues -                     3,150              
Lease Revenues 135,887          102,757          
Interest Earnings on Loan 454,432          495,954          

Total Operating Revenues $ 615,566          $ 624,459          

OPERATING EXPENSES
Administrative and General $ 237,276          $ 291,465          
Depreciation and Amortization 28,221            25,376            

Total Operating Expenses $ 265,497          $ 316,841          

OPERATING INCOME $ 350,069          $ 307,618          

NON-OPERATING REVENUES (EXPENSES)
Interest Earnings $ 17,098            $ 38,384            
Interest Earnings on Loans 9,666              10,172            
Private Contributions 202,000          200,000          
Miscellaneous Revenues 470                 -                     
Interest Expense and Fiscal Agent Fees (294,564)        (329,436)        

Total Non-Operating Revenues (Expenses) $ (65,330)          $ (80,880)          

CHANGE IN NET POSITION BEFORE CAPITAL CONTRIBUTION $ 284,739          $ 226,738          

Capital Contribution 48,788            -                     

CHANGE IN NET POSITION $ 333,527          $ 226,738          

NET POSITION, BEGINNING 2,732,235       2,505,497       

NET POSITION, ENDING $ 3,065,762       $ 2,732,235       

2012

  
 



AUSTIN PORT AUTHORITY 
STATEMENTS OF CASH FLOWS 
DECEMBER 31, 2012 AND 2011 

See accompanying Notes to Financial Statements. 

 (13) 

 

2011

CASH FLOWS FROM OPERATING ACTIVITIES

Cash Received from Customers and Users $ 618,763            $ 616,626            
Cash Received from Others 202,000            200,000            
Cash Paid to Suppliers for Goods and Services (232,928)           (292,965)           
Cash Paid to Employees (980)                  (1,610)               

Net Cash Provided by Operating Activities $ 586,855            $ 522,051            

CASH FLOWS FROM NON-CAPITAL FINANCING
  ACTIVITIES

Principal Payments of Bonds $ (895,000)           $ (755,000)           
Interest Paid on Bonds and Notes (412,952)           (445,956)           
Principal Received on Note Receivable 895,000            755,000            
Repayment of Advances from Primary Government (168,000)           (168,000)           

Net Cash Used by Non-Capital 

  Financing Activities $ (580,952)           $ (613,956)           

CASH FLOWS FROM CAPITAL AND
  RELATED FINANCING ACTIVITIES

Capital Asset Acquisitions $ (97,576)             $ (10,433)             
Capital Contributions 48,788              -                        

Net Cash Used by Capital and

  Related Financing Activities $ (48,788)             $ (10,433)             

CASH FLOWS FROM INVESTING ACTIVITIES

Interest Received on Investments $ 39,860              $ 59,300              
Payments from Issuance of Notes Receivable (94,228)             (38,070)             
Payments from Purchase of Land Held for Resale (80,000)             (92,500)             
Principal Received on Note Receivable 80,936              65,161              
Principal Received on Lease Receivable 114,015            107,392            

Net Cash Provided by Investing Activities $ 60,583              $ 101,283            

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS $ 17,698              $ (1,055)               

Cash and Cash Equivalents - Beginning 1,171,499         1,172,554         

CASH AND CASH EQUIVALENTS - ENDING $ 1,189,197         $ 1,171,499         

RECONCILIATION OF OPERATING INCOME TO NET
CASH PROVIDED BY OPERATING ACTIVITIES

Operating Income $ 350,069            $ 307,618            
Adjustments to Reconcile Operating Income to Net
  Cash Provided by Operating Activities

Depreciation and Amortization 28,221              25,376              
Miscellaneous Revenues 202,470            200,000            
Deferred Revenue 6,721                -                        

(Increase) Decrease in:
Taxes Receivable (627)                  287                   
Accounts Receivable (2,897)               (8,120)               

Increase (Decrease) in:
Vouchers Payable 2,898                (3,110)               

Net Cash Provided by Operating Activities $ 586,855            $ 522,051            

2012
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

A. Basis of Presentation 

The financial statements of the Austin Port Authority have been prepared in conformity 
with U.S. generally accepted accounting principles (GAAP) as applied to governmental 
units.  The Government Accounting Standards Board (GASB) is the accepted standard 
setting body for establishing governmental accounting and financial reporting principles. 
The GASB pronouncements are recognized as U.S. generally accepted accounting 
principles for state and local governments. 
 
This financial report has been prepared in conformity with GASB Statement No. 34, 
Basic Financial Statements – and Management’s Discussion and Analysis – for State 
and Local Governments, issued in June 1999. 
 

B. Financial Reporting Entity 

Austin Port Authority is a component unit of the City of Austin, Minnesota and is thus 
exempt from federal and state income tax.  The purpose of the fund is to carry out 
economic development and redevelopment within the City in accordance with such 
general policies as may from time to time be established by the Council and Mayor.  The 
Authority is governed by a Board of Commissioners which consists of seven voting 
members, including the President, who is appointed by the Commissioners.  Board 
members are comprised of five citizens and two council members appointed to six-year 
terms.  In the event that a council member serving on the Authority board does not seek 
re-election or is not re-elected at the end of his or her council term, a new council 
member is appointed to serve out the term on the Authority board.   
 
For financial reporting purposes, the Authority has included all funds. The Authority has 
also considered all potential component units for which it is financially accountable and 
other organizations for which the nature and significance of their relationship with the 
Authority are such that exclusion would cause the Authority’s financial statements to be 
misleading or incomplete, and has determined there are none. The Governmental 
Accounting Standards Board (GASB) has set forth criteria to be considered in 
determining financial accountability.  These criteria include appointing a voting majority 
of an organization's governing body, and (1) the ability of the primary government to 
impose its will on that organization or (2) the potential for the organization to provide 
specific benefits to, or impose specific financial burdens on the primary government.  
The Authority has no component units that meet the GASB criteria.  The Authority is 
considered a part of the reporting entity of the City of Austin, Minnesota, and is included 
in the City's financial statements as a discretely presented component unit. The 
Authority has only one enterprise fund but maintains separate accounts within the 
Enterprise Fund for APC Debt Service, Hormel Institute, and Property Management. 
 

C. Basis of Accounting 

Basis of accounting refers to when revenues and expenses are recognized in the 
accounts and reported in the financial statements.  Basis of accounting relates to the 
timing of the measurement made, regardless of the measurement focus applied. 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

C. Basis of Accounting (Continued) 

The accompanying basic financial statements have been prepared on the accrual basis 
of accounting in conformity with generally accepted accounting principles.  Revenues 
are recognized when earned.  Expenses are recorded when the related liability is 
incurred.  The principal operating revenues are rental and lease income, while the 
principal operating expenses are for the operations of the facilities that are being leased. 
 

D. Cash and Cash Equivalents 

Cash and cash equivalents consist of deposits in the investment pool of the City of 
Austin, Minnesota and deposits in the State of Minnesota’s 4M Fund. 
 

E. Land Held for Resale 

Land held for resale represents 37 acres of land located in the Cook Farm site in the 
northwest area of Austin, 13.55 acres located on I-90 at the 11th Drive NE exit, the 
former Traders Bar building that had been vacated, and the former Leon fire site which 
consists of three contiguous parcels in the downtown area.  The land is available for 
purchase for commercial development.  Land held for resale is valued at the lower of 
cost or market value. 
 

F. Capital Assets 

Capital assets are valued at historical cost, or estimated historical cost if historical cost is 
not available.  The cost of normal maintenance and repairs that do not add to the value 
of the asset or materially extend asset lives are not capitalized.  The Authority defines 
capital assets as assets with an individual cost of more than $5,000 and an estimated 
useful life of two years or more.  Depreciation is calculated using the straight-line method 
over the estimated useful lives of the assets.  Useful lives vary from 10-60 years. 
 

G. Deferred Charges 

Deferred charges consist of the unamortized bond issuance costs incurred on one bond 
issue. The deferred charges related to the $10,000,000 General Obligation Economic 
Development Revenue Bonds, Series 2006A are being amortized on the straight-line 
basis over the ten-year life of the bonds. 
 

H. Unamortized Bond Premium 

The premium earned on the $10,000,000 Bonds issued in 2006 is being amortized over 
the ten-year life of the bonds using the straight line method.  
 

I. Advances to/from Primary Government 

Transactions between the primary government (City of Austin) and the Authority that are 
representative of lending/borrowing arrangements outstanding at the end of the fiscal 
year are referred to as "advances to/from primary government." 
 



AUSTIN PORT AUTHORITY 
NOTES TO FINANCIAL STATEMENTS 

DECEMBER 31, 2012 AND 2011 

(16) 

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

J. Net Position 

Net Position represents the difference between assets and liabilities in the basic 
financial statements.  Net investment in capital assets consists of capital assets, net of 
accumulated depreciation.  Net position is reported as restricted in the basic financial 
statement when there are limitations imposed on their use through external restrictions 
imposed by creditors, grantors, laws or regulations of other governments.  

 
 

NOTE 2 CASH AND INVESTMENTS 

The City of Austin maintains a cash and investment pool that is available for use by the 
Authority.  The Authority deposits all investments within the City of Austin's investment pool. 
Earnings from such investments are allocated to the Authority and respective City funds on 
the basis of applicable balance participation by each fund.  The City’s investment pool does 
not specifically identify the Authority’s investments.  In addition, the Authority has included in 
cash and cash equivalents funds deposited with the State of Minnesota’s 4M Fund. 
 
Investments 

The Authority may also invest idle funds as authorized by Minnesota Statutes as follows: 
 

 Direct obligations or obligations guaranteed by the United States or its agencies 
 Shares of investment companies registered under the Federal Investment Company 

Act of 1940 and receives the highest credit rating, is rated in one of the two highest 
rating categories by a statistical rating agency, and all of the investments have a final 
maturity of thirteen months or less 

 General obligations rated “A” or better; revenue obligations rated “AA” or better 
 General obligations of the Minnesota Housing Finance Agency rated “A” or better 
 Bankers’ acceptances of United States banks eligible for purchase by the Federal 

Reserve System 
 Commercial paper issued by United States corporations or their Canadian 

subsidiaries, of the highest quality category by at least two nationally recognized 
rating agencies, and maturing in 270 days or less 

 Guaranteed Investment Contracts guaranteed by a United States commercial bank, 
domestic branch of a foreign bank, or a United States insurance company, and with 
a credit quality in one of the top two highest categories 

 Repurchase or reverse purchase agreements and securities lending agreements 
financial institutions qualified as a “depository” by the government entity, with banks 
that are members of the Federal Reserve System with capitalization exceeding 
$10,000,000, a primary reporting dealer in U.S. government securities to the Federal 
Reserve Bank of New York, or certain Minnesota securities broker-dealers. 
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NOTE 2 CASH AND INVESTMENTS (CONTINUED) 

Investments (Continued) 

Investment balances included in cash and cash equivalents for the Authority are as follows 
at December 31: 
 

2012 2011

4M Mutual Fund 22,487$            22,473$           

Carrying Amount

 
Interest Rate Risk – The Authority does not have a formal investment policy that limits 
investment maturities as a means of managing its exposure to fair value losses arising from 
increasing interest rates.   
 
Credit Risk – The invested funds as of December 31, 2012 consist of the Minnesota 
Municipal Money Market (4M Mutual Fund).  This investment fund is not individually rated, 
but each underlying investment in the fund is allowable under Minnesota State Statute and 
is top rated. 
 
Concentration of Credit Risk – The Authority places no limit on the amount the Authority 
may invest in any one issuer.  All of the Authority’s deposits are covered by FDIC insurance 
in each financial institution or are part of the City of Austin’s investment pool. 
 
 

NOTE 3 NOTES RECEIVABLE 

Tienda Mexico II 

On September 12, 2001, the Authority issued a note receivable in the amount of $10,000 to 
Tienda Mexico II of Austin, MN, Inc. to assist in the remodeling of the store.  The note was 
issued at zero percent interest with monthly payments of $83 beginning October 1, 2001.  
The note is secured by a mortgage from the purchaser. 
 
Hormel Foundation 

On December 1, 2006, the Authority issued a note receivable in the amount of $10,000,000 
to the Hormel Foundation to assist with the construction of the Hormel Institute.  The note is 
at the stated rate of the bonds (4.00% for maturities from 2009 through 2015, and 7.00% for 
the 2016 and 2017 maturities).  The Hormel Foundation is to make payments to the 
Authority on a semi-annual basis, approximately 15 days prior to the Authority’s required 
bond payment to the bond holders.  The principal and interest payments required to be 
made by the Hormel Foundation are to be reduced by any interest earnings and issuance 
premium that is received by the Authority for the related debt issuance.   
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NOTE 3 NOTES RECEIVABLE (CONTINUED) 

Development Corporation of Austin 

On October 23, 2007, the Authority issued a note receivable  (Loan #1) in the amount of 
$250,000 to the Development Corporation of Austin (DCA) to assist with the construction of 
a warehouse building in the Cook Farm.  The note is at the stated rate of 4.00% with 
monthly payments of $1,534 until January 1, 2028 at which time the entire unpaid principal 
and interest balance is payable.  The note is secured by a mortgage from the purchaser. 
 
On October 23, 2007, the Authority issued a note receivable (Loan #2) in the amount of 
$150,000 to the Development Corporation of Austin (DCA) to assist with the construction of 
a warehouse building in the Cook Farm.  The note is at the stated rate of zero percent with 
one payment due January 1, 2018 at which time the entire unpaid principal balance is 
payable.  The note is secured by a mortgage from the purchaser. 
 
Steve’s Pizza 

On June 25, 2009, the Authority issued a note receivable in the amount of $45,000 to 
Steven and Angela Davis to assist in the interior installation of a sprinkler system.  The note 
is at the stated rate of 3.00% with monthly payments of $435 until July 1, 2019 at which time 
the entire unpaid principal and interest balance is payable.  The note is secured by a 
mortgage from the purchaser. 
 
Grove Street, LLC #3 

On December 3, 2009, the Authority issued a note receivable in the amount of $150,000 to 
Grove Street, LLC to assist in the interior renovation and elevator installation of a downtown 
building.  The note was issued at 0% with increased annual payments beginning 
December 3, 2015, and every anniversary date thereafter.  The note is secured by a 
mortgage from the purchaser. 
 
Downtown Revitalization Loans 

Grove Street, LLC #1 

On May 31, 2007, the Authority issued a note receivable in the amount of $60,000 to 
Grove Street, LLC to assist in the exterior renovation of a downtown building.  The note 
is secured by the building.  The note is at zero percent, and $12,000 will be forgiven 
annually as long as during the preceding year, the property has been occupied by the 
business.  If the forgiveness does not occur, then the balance shall be carried forward to 
the next year, or it may be paid off by Grove Street, LLC.   
 
Hastings Shoes (Mark and Jean Hastings) 

On August 28, 2008, the Authority issued a note receivable in the amount of $15,000 to 
Mark and Jean Hastings to assist in the exterior renovation of their buildings.  The note 
is secured by the building.  The note is at zero percent, and $3,000 will be forgiven 
annually as long as during the preceding year, the property has been occupied by the 
business.  If the forgiveness does not occur, then the balance shall be carried forward to 
the next year, or it may be paid off by Mark and Jean Hastings.  
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NOTE 3 NOTES RECEIVABLE (CONTINUED) 

Downtown Revitalization Loans (Continued) 

Innovision (Gareth Hataye and Alaina Softing-Hataye) 

On October 23, 2008, the Authority issued a note receivable in the amount of $15,000 to 
Gareth Hataye and Alaina Softing-Hataye to assist in the exterior renovation of their 
building.  The note is secured by the building.  The note is at zero percent, and $3,000 
will be forgiven annually as long as during the preceding year, the property has been 
occupied by the business.  If the forgiveness does not occur, then the balance shall be 
carried forward to the next year, or it may be paid off by Gareth Hataye and Alaina 
Softing-Hataye.  
 
Nagle Building Exterior (Mark and Susan Nagle) 

On June 9, 2009, the Authority issued a note receivable in the amount of $12,300 to 
Mark and Susan Nagle to assist in the exterior renovation of their building.  The note is 
secured by the building.  The note is at zero percent, and $1,757 will be forgiven 
annually as long as during the preceding year, the property has been occupied by the 
business.  If the forgiveness does not occur, then the balance shall be carried forward to 
the next year, or it may be paid off by Mark and Susan Nagle.  
 
Thompson Insurance (David and Jacqueline Thompson) 

On June 12, 2009, the Authority issued a note receivable in the amount of $4,500 to 
David and Jacqueline Thompson to assist in the exterior renovation of their building.  
The note is secured by the building.  The note is at zero percent, and $900 will be 
forgiven annually as long as during the preceding year, the property has been occupied 
by the business.  If the forgiveness does not occur, then the balance shall be carried 
forward to the next year, or it may be paid off by David and Jacqueline Thompson. 
 
Donut Connection (Daniel and Janet Hooker) 

On June 2, 2009, the Authority issued a note receivable in the amount of $10,000 to 
Daniel and Janet Hooker to assist in the exterior renovation of their building.  The note is 
secured by the building.  The note is at zero percent, and $2,000 will be forgiven 
annually as long as during the preceding year, the property has been occupied by the 
business.  If the forgiveness does not occur, then the balance shall be carried forward to 
the next year, or it may be paid off by Daniel and Janet Hooker. 
 
Beltone/Top Ten Nails (Scott and Sarah Larson) 

On June 1, 2009, the Authority issued a note receivable in the amount of $8,500 to Scott 
and Sarah Larson to assist in the exterior renovation of their buildings.  The note is 
secured by the buildings.  The note is at zero percent, and $1,700 will be forgiven 
annually as long as during the preceding year, the property has been occupied by the 
business.  If the forgiveness does not occur, then the balance shall be carried forward to 
the next year, or it may be paid off by Scott and Sarah Larson. 
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NOTE 3 NOTES RECEIVABLE (CONTINUED) 

Downtown Revitalization Loans (Continued) 

Benson Insurance (James and Karen Benson) 

On June 1, 2009, the Authority issued a note receivable in the amount of $9,000 to 
James and Karen Benson to assist in the exterior renovation of their buildings.  The note 
is secured by the buildings.  The note is at zero percent, and $1,800 will be forgiven 
annually as long as during the preceding year, the property has been occupied by the 
business.  If the forgiveness does not occur, then the balance shall be carried forward to 
the next year, or it may be paid off by James and Karen Benson. 
 
Grove Street, LLC #2 

On December 3, 2009, the Authority issued a note receivable in the amount of $15,000 
to Grove Street, LLC to assist in the exterior renovation of a downtown building.  The 
note is secured by the building.  The note is at zero percent, and $3,000 will be forgiven 
annually as long as during the preceding year, the property has been occupied by the 
business.  If the forgiveness does not occur, then the balance shall be carried forward to 
the next year, or it may be paid off by Grove Street, LLC.   
 
Nemitz Building Interior (Randall and Tamela Fett) 

On September 15, 2010, the Authority issued a note receivable in the amount of $16,600 
to Randall J. Fett and Tamela B. Fett to assist in the interior renovation of a downtown 
building.  The note is secured by the building.  The note is at zero percent, and $2,372 
will be forgiven annually as long as during the preceding year, the property has been 
occupied by the business.  If the forgiveness does not occur, then the balance shall be 
carried forward to the next year, or it may be paid off by Randall J. Fett and Tamela B. 
Fett.   
 
Marty’s Building Interior (Mark and Susan Nagle) 

On September 2, 2010, the Authority issued a note receivable in the amount of $154,394 
to Mark Nagle and Susan Nagle to assist in the interior renovation of a downtown 
building.  The note is secured by the building.  The note is at zero percent, and $22,057 
will be forgiven annually as long as during the preceding year, the property has been 
occupied by the business.  If the forgiveness does not occur, then the balance shall be 
carried forward to the next year, or it may be paid off by Mark Nagle and Susan Nagle.   
 
Austin Drug (N & L Holdings Group, LLC) 

On December 17, 2010, the Authority issued a note receivable in the amount of $26,500 
to N & L Holdings Group, LLC to assist in the exterior renovation of a downtown building. 
The note is secured by the building.  The note is at zero percent, and $5,300 will be 
forgiven annually as long as during the preceding year, the property has been occupied 
by the business.  If the forgiveness does not occur, then the balance shall be carried 
forward to the next year, or it may be paid off by N & L Holdings Group, LLC.   
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NOTE 3 NOTES RECEIVABLE (CONTINUED) 

Downtown Revitalization Loans (Continued) 

Austin Drug Dumpster (N & L Holdings Group, LLC) 

On July 31, 2011, the Authority issued a note receivable in the amount of $2,500 to N & 
L Holdings Group, LLC to assist in the construction of a dumpster holding area. The note 
is secured by the holding area.  The note is at zero percent, and $1,250 will be forgiven 
annually as long as during the preceding year, the property has been occupied by the 
business.  If the forgiveness does not occur, then the balance shall be carried forward to 
the next year, or it may be paid off by N & L Holdings Group, LLC.   
 
Twice Is Nice Exterior (Gregory and Sandra Bell) 

On October 5, 2011, the Authority issued a note receivable in the amount of $9,800 to 
Gregory and Sandra Bell to assist in the exterior renovation of a downtown building. The 
note is secured by the building.  The note is at zero percent, and $1,960 will be forgiven 
annually as long as during the preceding year, the property has been occupied by the 
business.  If the forgiveness does not occur, then the balance shall be carried forward to 
the next year, or it may be paid off by Gregory and Sandra Bell.   
 
Baudler Law Office Exterior (BMF Partnership) 

On October 11, 2011, the Authority issued a note receivable in the amount of $4,300 to 
BMF Partnership to assist in the exterior renovation of a downtown building. The note is 
secured by the building.  The note is at zero percent, and $860 will be forgiven annually 
as long as during the preceding year, the property has been occupied by the business.  
If the forgiveness does not occur, then the balance shall be carried forward to the next 
year, or it may be paid off by BMF Partnership.  
  
Nagle Karate Studio Apartments (Mark and Susan Nagle) 

On October 8, 2012, the Authority issued a note receivable in the amount of $72,375 to 
Mark and Susan Nagle to assist in the interior renovation of a downtown building. The 
note is secured by the building.  The note is at zero percent, and $10,339 will be 
forgiven annually as long as during the preceding year, the property has been occupied 
by the business.  If the forgiveness does not occur, then the balance shall be carried 
forward to the next year, or it may be paid off by Mark and Susan Nagle.  
 
Nagle Karate Studio Exterior (Mark and Susan Nagle) 

On October 8, 2012, the Authority issued a note receivable in the amount of $25,000 to 
Mark and Susan Nagle to assist in the exterior renovation of a downtown building. The 
note is secured by the building.  The note is at zero percent, and $3,571 will be forgiven 
annually as long as during the preceding year, the property has been occupied by the 
business.  If the forgiveness does not occur, then the balance shall be carried forward to 
the next year, or it may be paid off by Mark and Susan Nagle.   
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NOTE 3 NOTES RECEIVABLE (CONTINUED) 

Downtown Revitalization Loans (Continued) 

The annual payments, including principal and interest, are as follows for the Downtown 
Revitalization project loans: 
 

Nagle
Grove Hastings Building

Street, LLC Shoes Innovision Exterior
2013 9,000$           3,000$           3,000$            1,757$           
2014 9,000            -                   -                    1,757             
2015 6,000            -                   -                    1,757             
2016 6,000            -                   -                    1,757             
2017 6,000            -                   -                    1,732             
2018-2019 -                   -                   -                    -                    

Total Note Principal 36,000$         3,000$           3,000$            8,760$           
Less Current Portion (9,000)          (3,000)          (3,000)           (1,757)           

Long-Term Portion 27,000$         -$                  -$                   7,003$           

Thompson Donut Beltone/ Benson
Insurance Connection Top Ten Nails Insurance

2013 900$              2,000$           1,700$            1,800$           
2014 900               2,000            1,700             1,584             
2015 -                   -                   -                    -                    
2016 -                   -                   -                    -                    
2017 -                   -                   -                    -                    
2018-2019 -                   -                   -                    -                    

Total Note Principal 1,800$           4,000$           3,400$            3,384$           
Less Current Portion (900)             (2,000)          (1,700)           (1,800)           

Long-Term Portion 900$              2,000$           1,700$            1,584$           

Nemitz Marty's Austin
Grove Street Building Building Drug

LLC #2 Interior Interior Exterior
2013 3,000$            2,372$            22,057$          5,300$            
2014 3,000              2,372              22,057            5,300              
2015 3,000              2,372              22,057            5,300              
2016 -                     2,372              22,057            5,300              
2017 -                     2,372              22,052            -                     
2018-2019 -                     4,740              -                     -                     

Total Note Principal 9,000$            16,600$          110,280$        21,200$          
Less Current Portion (3,000)            (2,372)            (22,057)          (5,300)            

Long-Term Portion 6,000$            14,228$          88,223$          15,900$          
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NOTE 3 NOTES RECEIVABLE (CONTINUED) 

Downtown Revitalization Loans (Continued) 

Austin Twice Is Baudler Law Nagle
Drug Nice Office Karate Studio

Dumpster Exterior Exterior Apartments
2013 1,250$            1,960$            860$               10,339$          
2014 -                     1,960              860                 10,339            
2015 -                     1,960              860                 10,339            
2016 -                     1,960              631                 10,339            
2017 -                     -                     -                     10,339            
2018-2019 -                     -                     -                     13,998            

Total Note Principal 1,250$            7,840$            3,211$            65,693$          
Less Current Portion (1,250)            (1,960)            (860)               (10,339)          

Long-Term Portion -$                  5,880$           2,351$            55,354$         

Nagle Downtown
Karate Studio Revitalization

Exterior  Loans
2013 3,571$            73,866$          
2014 3,571              66,400            
2015 3,571              57,216            
2016 3,571              53,987            
2017 3,571              46,066            
2018-2019 5,879              24,617            

Total Note Principal 23,734$          322,152$        
Less Current Portion (3,571)            (73,866)          

Long-Term Portion 20,163$          248,286$        

 
The annual payments, including principal and interest are as follows for all notes receivable: 
 

Tienda Hormel DCA DCA
Mexico II Foundation Loan #1 Loan #2

2013 1,247$            1,419,150$     18,408$          -$                   
2014 -                     1,553,750       18,408            -                     
2015 -                     1,695,850       18,408            -                     
2016 -                     1,834,875       18,408            -                     
2017 -                     1,956,150       18,408            -                     
2018-2022 -                     -                     92,040            150,000          
2023-2027 -                     -                     92,040            -                     
2028 -                     -                     9,127              -                     

Total Payments 1,247              8,459,775       285,247          150,000          
Less Interest -                     1,234,775       73,690            -                     

Total Note Principal 1,247$            7,225,000$     211,557$        150,000$        
Less Current Portion (1,247)            (1,045,000)     (10,096)          -                     

Long-Term Portion -$                   6,180,000$     201,461$        150,000$        
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NOTE 3 NOTES RECEIVABLE (CONTINUED) 

Downtown Revitalization Loans (Continued) 

Downtown
Steve's Grove Street Revitalization
Pizza LLC #3 Loans Total

2013 6,087$            -$                   73,866$          1,518,758$     
2014 5,217              -                     66,400            1,643,775       
2015 5,217              -                     57,216            1,776,691       
2016 5,217              -                     53,987            1,912,487       
2017 5,217              3,000              46,066            2,028,841       
2018-2022 8,260              57,000            24,617            331,917          
2023-2027 -                     90,000            -                     182,040          
2028 -                     -                     -                     9,127              

Total Payments 35,215            150,000          322,152          9,403,636       
Less Interest 3,374              -                     -                     1,311,839       

Total Note Principal 31,841$          150,000$        322,152$        8,091,797$     
Less Current Portion (5,053)            -                     (73,866)          (1,135,262)     

Long-Term Portion 26,788$          150,000$        248,286$        6,956,535$     

 
 

NOTE 4 LEASES RECEIVABLE  

Austin Packaging Company 

The Austin Port Authority obtained a lease receivable from Austin Packaging Company 
upon the transfer of assets from the bankruptcy trustee for Complete Packaging Service, 
Inc. The interest rate is implied at six percent per year.  Additionally, APC may opt to 
purchase the building each February 1 at specified prices as detailed in the lease 
agreement, until February 1, 2018, at which time APC has the option to take ownership of 
the building.  The lease is secured by the building. 
 
The annual payment schedule, including principal and interest, is as follows: 
 

APC

2013 190,000$          
2014 192,000            
2015 192,000            
2016 192,000            
2017 192,000            
2018 16,000              

Total 974,000            
Less Interest and Fees Included 136,578            

Total Lease Receivable 837,422$          
Less Current Portion (143,606)           

Long-Term Portion 693,816$          
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NOTE 5 CAPITAL ASSETS 

The following is a summary of changes in capital assets for the years ended December 31, 
2012 and 2011: 
 

12/31/11 Additions Deletions 12/31/12

Buildings 458,554$        97,576$          -$                   556,130$        
Improvements Other Than Building 21,641            -                     -                     21,641            

Subtotal 480,195          97,576            -                     577,771          
Less: Accumulated Depreciation 134,536          17,273            -                     151,809          

Total Capital Assets, Net of
Accumulated Depreciation 345,659$       80,303$         -$                   425,962$       

12/31/10 Additions Deletions 12/31/11

Buildings 458,554$        -$                   -$                   458,554$        
Improvements Other Than Building 11,208            10,433            -                     21,641            

Subtotal 469,762          10,433            -                     480,195          
Less: Accumulated Depreciation 120,107          14,429            -                     134,536          

Total Capital Assets, Net of
Accumulated Depreciation 349,655$       (3,996)$         -$                   345,659$       

 
NOTE 6 LONG-TERM DEBT 

Bonds payable are comprised of the following issue: 
 

Interest Annual Maturity Bonds
Rate % Principal Date Outstanding

Development, Series 2006A 4.00-7.00 500,000-1,890,000 03/01/17 7,225,000$     

Total Bonds Payable 7,225,000       
Add:  Unamortized Bond Premium 443,553          

Net Long-Term Debt 7,668,553       
Less: Current Portion (1,045,000)     

Long-Term Debt 6,623,553$    

 
Changes in long-term liabilities are as follows for the years ended December 31, 2012 and 
2011: 

Due Within
12/31/11 Increases Decreases 12/31/12 One Year

Bonds Payable
Developmental Bonds 8,120,000$     -$                   895,000$      7,225,000$      1,045,000$    

Add Unamortized Bond
Premium 550,006          -                    106,453       443,553           -                    

Advances with City of Austin 753,072          -                    168,000       585,072           -                    
Long-Term Liabilities 9,423,078$     -$                   1,169,453$   8,253,625$      1,045,000$    
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NOTE 6 LONG-TERM DEBT (CONTINUED) 

Due Within
12/31/10 Increases Decreases 12/31/11 One Year

Bonds Payable
Developmental Bonds 8,875,000$     -$                   755,000$      8,120,000$      895,000$       

Add Unamortized Bond
Premium 656,460          -                    106,454       550,006           -                    

Advances with City of Austin 921,072          -                    168,000       753,072           -                    
Long-Term Liabilities 10,452,532$   -$                   1,029,454$   9,423,078$      895,000$       

 
Annual requirements to retire bonds payable are as follows: 
 

Total Principal Interest

2013 1,419,150$   1,045,000$      374,150$       
2014 1,553,750    1,225,000        328,750        
2015 1,695,850    1,420,000        275,850        
2016 1,834,875    1,645,000        189,875        
2017 1,956,150    1,890,000        66,150          

8,459,775$   7,225,000$      1,234,775$    

Development Bonds

 
The Authority issued $10,000,000 of general obligation economic development revenue 
bonds in 2006 to provide partial funds for the construction of the expansion of the Hormel 
Institute.  These bonds will be repaid from amounts received from a note with the Hormel 
Foundation.  These bonds have a stated rate of 4.00% for the 2013 through 2015 maturities, 
and a stated rate of 7.00% for the 2016 and 2017 maturities. 
 
Advances 

The Port Authority received advances from the primary government for the guarantee of the 
APC Debt Service account.  Under the terms of the agreement, the Building Fund of the City 
of Austin guarantees all payments on the required debt service to pay off the outstanding 
bonds.  As the lessee, Austin Packaging Company makes payments this guarantee will be 
reduced.  This arrangement is at zero percent interest. 
 
 

NOTE 7 OPERATING LEASES 

Walker Building 
The Authority leases space in an industrial building to International Paper.  The Authority 
receives $6,525 per month, or $78,300 annually, for the building under the terms of a lease 
agreement that is in effect through December 31, 2013.  Under the terms of the lease 
agreement, International Paper will pay annual rent of $80,650 in 2013. 
 
The Authority also leases 1,910 square feet of space in the Walker Building to New 
Dimensions Satellite and Antenna.  The Authority receives $590 per month, or $6,767 
annually, for the building under the terms of a lease agreement entered into on December 4, 
2008.  Under the terms of the lease, New Dimensions Satellite and Antenna will also pay 6.4 
percent of the utility and grounds maintenance expenses for the building.  The lease will 
provide the Port Authority with annual rent of $6,486 until the lease expires on 
November 30, 2013. 
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NOTE 7 OPERATING LEASES (CONTINUED) 

Robinson Building 
The Authority leases space in an industrial building to three tenants with leases ranging from 
one year to five years.  The first lease is with Ellumilite, Inc. and is for a term of five years 
that expires on May 31, 2017.  The Authority receives $2,447 per month, or $29,364 
annually, for the building under the terms of a lease agreement entered into on April 25, 
2012.  Under the terms of the lease, Ellumilite, Inc. will also pay $844 per month in common 
area maintenance (CAM) expenses for the building.  The lease will provide the Port 
Authority with annual rent of $40,347 in 2013.  
 
The second lease is with Gobe Golf and is for a term of one year that expires on May 31, 
2013.  The Authority receives $1,355 per month, or $16,260 annually, for the building under 
the terms of a lease agreement entered into on April 25, 2012.  Under the terms of the 
lease, Gobe Golf will also pay $399 per month in common area maintenance (CAM) 
expenses for the building.  The lease will provide the Port Authority with annual rent of 
$8,769 in 2013.  
 
The second lease is with Lipid Technologies, LLC and is for a term of one year that expires 
on September 30, 2013.  The Authority receives $290 per month, or $3,480 annually, for the 
building under the terms of a lease agreement entered into on October 15, 2012.  Under the 
terms of the lease, Lipid Technologies, LLC will also pay $51 per month in common area 
maintenance (CAM) expenses for the building.  The lease will provide the Port Authority with 
annual rent of $3,065 in 2013. 
 
The annual future minimum rentals on all operating leases are as follows: 
 

Year Ended December 31,
Robinson Walker
Building Building Total

2013 52,181$            87,136$          139,317$    
2014 42,154              -                     42,154        
2015 44,262              -                     44,262        
2016 46,149              -                     46,149        
2017 19,524              -                     19,524        

Total Future Minimum Rentals 204,270$          87,136$          291,406$    

 
 

NOTE 8 RESTRICTED NET ASSETS 

There are restricted net assets in the Property Management Fund for downtown 
revitalization, as stipulated by the primary government.  The balances of these restricted net 
assets are $411,865 and $369,322 at December 31, 2012 and 2011 respectively.  There are 
also restricted net assets in the APC Debt Service Fund for debt retirements.  The balances 
of these restricted net assets are $256,537 and $203,122 at December 31, 2012 and 2011, 
respectively.   
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NOTE 9 RISK MANAGEMENT 

The Authority is exposed to various risks of loss related to torts; theft of, damage to, and 
destruction of assets; errors and omissions; and natural disasters.  The Authority has joined 
together with the City of Austin’s insurance plan.  The Authority pays an annual premium to 
this plan for its liability coverage.  There has been no significant reduction in insurance 
coverage from the previous year in any of the Authority’s policies.  In addition, there have 
been no settlements in excess of the Authority’s insurance coverage in any of the prior three 
years. 
 
 

NOTE 10 JOINTLY GOVERNED ORGANIZATION 

The Authority agreed to and signed a Co-Tenancy Agreement with the Development 
Corporation of Austin (DCA) on December 9, 2010 to jointly operate the Robinson Building 
in the northeast industrial park.  This agreement creates a partnership for economic 
development purposes with the DCA whereby all operational costs of the Robinson Building 
are split equally between the Authority and the DCA.  The Authority invoices the DCA on an 
annual basis for reimbursement of all net operational costs (excluding depreciation) that 
were not covered by operational revenues. 
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2011 2011
ASSETS

CURRENT ASSETS
Cash and Cash Equivalents $ -                  $ -                  $ 22,487         $ 22,473        
Taxes Receivable -                  -                  -                   -                  
Accounts Receivable -                  -                  -                   -                  
Interest Receivable 4,187          4,757          131,683       143,617      
Notes Receivable, Current Portion -                  -                  1,045,000   895,000      
Leases Receivable, Current Portion 143,606      114,015      -                   -                  

Total Current Assets $ 147,793        $ 118,772        $ 1,199,170     $ 1,061,090     

NONCURRENT ASSETS
Land Held for Resale $ -                  $ -                  $ -                   $ -                  
Notes Receivable -                  -                  6,180,000   7,225,000   
Leases Receivable 693,816      837,422      -                   -                  

Total Noncurrent Assets $ 693,816        $ 837,422        $ 6,180,000     $ 7,225,000     

CAPITAL ASSETS
 Buildings $ -                  $ -                  $ -                   $ -                  

Improvements Other Than Building -                  -                  -                   -                  
Total $ -                    $ -                    $ -                    $ -                    

Less: Accumulated Depreciation -                  -                  -                   -                  
Net Capital Assets $ -                    $ -                    $ -                    $ -                    

DEFERRED CHARGES $ -                  $ -                  $ 45,610         $ 56,557        

Total Assets $ 841,609      $ 956,194      $ 7,424,780   $ 8,342,647   

            LIABILITIES AND NET POSITION

LIABILITIES
Current

Vouchers Payable $ -                  $ -                  $ -                   $ -                  
Accrued Interest Expense -                  -                  131,683       143,617      
Bonds Payable, Current Portion -                  -                  1,045,000   895,000      
Deferred Revenue -                  -                  -                   -                  

Total Current Liabilities $ -                    $ -                    $ 1,176,683     $ 1,038,617     

NONCURRENT LIABILITIES
Advances from Primary Government $ 585,072      $ 753,072      $ -                   $ -                  
Bonds Payable, Net -                  -                  6,623,553   7,775,006   

Total Noncurrent Liabilities $ 585,072        $ 753,072        $ 6,623,553     $ 7,775,006     

Total Liabilities $ 585,072        $ 753,072        $ 7,800,236     $ 8,813,623     

NET POSITION
Net Investment in Capital Assets $ -                  $ -                  $ -                   $ -                  
Restricted 256,537      203,122      -                   -                  
Unrestricted -                  -                  (375,456)      (470,976)     

Total Net Position $ 256,537      $ 203,122      $ (375,456)      $ (470,976)     

Total Liabilities and Net Position $ 841,609        $ 956,194        $ 7,424,780     $ 8,342,647     

2012
APC Debt Service

2012
Hormel Institute
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2011 2011

$ 1,166,710       $ 1,149,026       $ 1,189,197      $ 1,171,499     
2,134              1,507              2,134             1,507            

19,244            16,347            19,244           16,347          
236                 829                 136,106         149,203        

90,262            86,434            1,135,262      981,434        
-                 -                 143,606         114,015        

$ 1,278,586       $ 1,254,143       $ 2,625,549       $ 2,434,005       

$ 727,531          $ 647,530          $ 727,531         $ 647,530        
776,535          767,071          6,956,535      7,992,071     

-                     -                     693,816         837,422        
$ 1,504,066       $ 1,414,601       $ 8,377,882       $ 9,477,023       

$ 556,130          $ 458,554          $ 556,130         $ 458,554        
21,641            21,641            21,641           21,641          

$ 577,771          $ 480,195          $ 577,771          $ 480,195          
(151,809)        (134,536)        (151,809)       (134,536)      

$ 425,962          $ 345,659          $ 425,962          $ 345,659          

$ -                     $ -                     $ 45,610           $ 56,557          

$ 3,208,614       $ 3,014,403       $ 11,475,003    $ 12,313,244   

$ 17,212            $ 14,314            $ 17,212           $ 14,314          
-                     -                     131,683         143,617        
-                     -                     1,045,000      895,000        

6,721              -                     6,721             -               
$ 23,933            $ 14,314            $ 1,200,616       $ 1,052,931       

$ -                     $ -                     $ 585,072         $ 753,072        
-                     -                     6,623,553      7,775,006     

$ -                     $ -                     $ 7,208,625       $ 8,528,078       

$ 23,933            $ 14,314            $ 8,409,241       $ 9,581,009       

$ 425,962          $ 345,659          $ 425,962         $ 345,659        
411,865          369,322          668,402         572,444        

2,346,854       2,285,108       1,971,398      1,814,132     

$ 3,184,681       $ 3,000,089       $ 3,065,762      $ 2,732,235     

$ 3,208,614       $ 3,014,403       $ 11,475,003     $ 12,313,244     

Total
2012

Property Management
2012
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2011 2011

OPERATING REVENUES
Property Taxes $ -                   $ -                   $ -                   $ -                   
Intergovernmental Revenues -                   -                   -                   -                   
Lease Revenues -                   -                   -                   -                   
Interest Earnings on Loan 53,415         60,071         401,017       435,883       

Total Operating Revenues $ 53,415         $ 60,071         $ 401,017       $ 435,883       

OPERATING EXPENSES 
Administrative and General $ -                   $ -                   $ -                   $ -                   
Depreciation and Amortization -                   -                    10,948         10,947         

Total Operating Expenses $ -                   $ -                   $ 10,948         $ 10,947         

OPERATING INCOME (LOSS) $ 53,415         $ 60,071         $ 390,069       $ 424,936       

NON-OPERATING REVENUES (EXPENSES)
Interest Earnings $ -                   $ -                   $ 15                $ 11                
Interest Earnings on Loans -                   -                   -                   -                   
Private Contributions -                   -                   -                   -                   
Miscellaneous Revenues -                   -                   -                   -                   
Interest Expense and Fiscal Agent Fees -                   -                   (294,564)      (329,436)      

Total Non-Operating
  Revenues (Expenses) $ -                   $ -                   $ (294,549)      $ (329,425)      

CHANGE IN NET POSITION BEFORE
CAPITAL CONTRIBUTION $ 53,415         $ 60,071         $ 95,520         $ 95,511         

Capital Contribution -                   -                   -                   -                   

CHANGE IN NET POSITION $ 53,415         $ 60,071         $ 95,520         $ 95,511         

NET POSITION, BEGINNING 203,122       143,051       (470,976)      (566,487)      

NET POSITION, ENDING $ 256,537     $ 203,122     $ (375,456)     $ (470,976)    

APC Debt Service
2012 2012

Hormel Institute
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2011 2011

$ 25,247            $ 22,598            $ 25,247            $ 22,598            
-                     3,150              -                     3,150              

135,887          102,757          135,887          102,757          
-                     -                     454,432          495,954          

$ 161,134          $ 128,505          $ 615,566          $ 624,459          

$ 237,276          $ 291,465          $ 237,276          $ 291,465          
17,273            14,429            28,221            25,376            

$ 254,549          $ 305,894          $ 265,497          $ 316,841          

$ (93,415)          $ (177,389)        $ 350,069          $ 307,618          

$ 17,083            $ 38,373            $ 17,098            $ 38,384            
9,666              10,172            9,666              10,172            

202,000          200,000          202,000          200,000          
470                 -                     470                 -                     

-                     -                     (294,564)        (329,436)        

$ 229,219          $ 248,545          $ (65,330)          $ (80,880)          

$ 135,804          $ 71,156            $ 284,739          $ 226,738          

48,788            -                     48,788            -                     

$ 184,592          $ 71,156            $ 333,527          $ 226,738          

3,000,089       2,928,933       2,732,235       2,505,497       

$ 3,184,681       $ 3,000,089       $ 3,065,762      $ 2,732,235     

Total
2012

Property Management
2012
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ASSETS 2011 2011

CURRENT ASSETS
Cash and Cash Equivalents $ 761,361    $ 794,488    $ 405,349     $ 354,538    
Taxes Receivable  2,134        1,507        -                  -                
Accounts Receivable 2,000        330           1,160         677           
Interest Receivable 236           829           -                 -                
Due from Other Funds -                -                67,634       31,771      
Notes Receivable, Current Portion 90,262      86,434      -                 -                

Total Current Assets $ 855,993    $ 883,588    $ 474,143     $ 386,986    

NONCURRENT ASSETS
Land Held for Resale $ 727,531    $ 647,530    $ -                 $ -                
Notes Receivable 776,535    767,071    -                 -                

Total Noncurrent Assets $ 1,504,066 $ 1,414,601 $ -                 $ -                

CAPITAL ASSETS
 Buildings $ -                $ -                $ 258,554     $ 258,554    

Improvements Other Than Building -                -                21,641       21,641      
Total $ -                $ -                $ 280,195     $ 280,195    

Less: Accumulated Depreciation -                -                (132,104)   (123,968)   
Net Capital Assets $ -                $ -                $ 148,091     $ 156,227    

Total Assets $ 2,360,059 $ 2,298,189 $ 622,234     $ 543,213    

            LIABILITIES AND NET POSITION

LIABILITIES
Current

Vouchers Payable $ 2,000        $ 4,616        $ 4,853         $ 3,180        
Due to Other Funds -                -                -                 -                
Deferred Revenue -                -                6,721         -                

Total Current Liabilities $ 2,000        $ 4,616        $ 11,574       $ 3,180        

NET POSITION
Net Investment in Capital Assets $ -                $ -                $ 148,091     $ 156,227    
Restricted 411,865    369,322    -                 -                
Unrestricted 1,946,194 1,924,251 462,569     383,806    

Total Net Position $ 2,358,059 $ 2,293,573 $ 610,660     $ 540,033    

Total Liabilities and Net Position $ 2,360,059 $ 2,298,189 $ 622,234     $ 543,213    

2012 2012
General Walker Building
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2011 2011

$ -                  $ -                  $ 1,166,710   $ 1,149,026 
 -                   -                   2,134         1,507        

16,084        15,340        19,244       16,347      
-                  -                  236            829           
-                  -                  67,634       31,771      
-                  -                  90,262       86,434      

$ 16,084        $ 15,340        $ 1,346,220   $ 1,285,914 

$ -                  $ -                  $ 727,531     $ 647,530    
-                  -                  776,535     767,071    

$ -                  $ -                  $ 1,504,066   $ 1,414,601 

$ 297,576      $ 200,000      $ 556,130     $ 458,554    
-                  -                  21,641       21,641      

$ 297,576      $ 200,000      $ 577,771     $ 480,195    
(19,705)       (10,568)       (151,809)    (134,536)   

$ 277,871      $ 189,432      $ 425,962     $ 345,659    

$ 293,955      $ 204,772      $ 3,276,248   $ 3,046,174 

$ 10,359        $ 6,518          $ 17,212       $ 14,314      
67,634        31,771        67,634       31,771      

-                  -                  6,721         -                
$ 77,993        $ 38,289        $ 91,567       $ 46,085      

$ 277,871      $ 189,432      $ 425,962     $ 345,659    
-                  -                  411,865     369,322    

(61,909)       (22,949)       2,346,854   2,285,108 

$ 215,962      $ 166,483      $ 3,184,681   $ 3,000,089 

$ 293,955      $ 204,772      $ 3,276,248   $ 3,046,174 

Total
2012

Robinson Building
2012
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2011

OPERATING REVENUES
Property Taxes $ 25,247            $ 22,598            
Intergovernmental Revenues -                     3,150              

Total Operating Revenues $ 25,247            $ 25,748            

OPERATING EXPENSES

ADMINISTRATIVE AND GENERAL
Board Member Compensation $ 980                 $ 1,610              
Professional Services and Consulting 41,078            40,949            
Legal and Appraisals 4,093              3,138              
Insurance 288                 288                 
Office Supplies 149                 27                   
Property Taxes 163                 -                     
Improvements Other Than Buildings 137,366          191,555          
Miscellaneous 96                   109                 

Total Administrative and General $ 184,213          $ 237,676          

OPERATING LOSS $ (158,966)        $ (211,928)        

NON-OPERATING REVENUES (EXPENSES)
Interest Earnings $ 11,786            $ 28,012            
Interest Earnings on Loans 9,666              10,172            
Private Contributions 202,000          200,000          

Total Non-Operating Revenues (Expenses) $ 223,452          $ 238,184          

CHANGE IN NET POSITION $ 64,486            $ 26,256            

NET POSITION, BEGINNING 2,293,573       2,267,317       

NET POSITION, ENDING $ 2,358,059       $ 2,293,573       

2012
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2011

OPERATING REVENUES
Lease Revenues $ 85,722            $ 83,253            

OPERATING EXPENSES

ADMINISTRATIVE AND GENERAL
Maintenance and Repair of Building $ 1,086              $ 8,652              
Legal and Appraisals -                     100                 
Insurance 1,500              1,500              
Property Taxes 9,670              8,694              

Total Administrative and General Expenses $ 12,256            $ 18,946            

Depreciation 8,136              7,767              

Total Operating Expenses $ 20,392            $ 26,713            

OPERATING INCOME $ 65,330            $ 56,540            

NON-OPERATING REVENUES
Interest Earnings $ 5,297              $ 10,361            

Total Non-Operating Revenues $ 5,297              $ 10,361            

CHANGE IN NET POSITION $ 70,627            $ 66,901            

NET POSITION, BEGINNING 540,033          473,132          

NET POSITION, ENDING $ 610,660          $ 540,033          

2012
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2011

OPERATING REVENUES
Lease Revenues $ 50,165            $ 19,504            

OPERATING EXPENSES

ADMINISTRATIVE AND GENERAL
Maintenance and Repair of Building $ 7,582              $ 9,203              
Legal and Appraisals 2,819              400                 
Professional Services 9,829              -                     
Cleaning and Waste Removal 1,669              -                     
Utilities 7,298              14,972            
Insurance 1,500              1,380              
Property Taxes 10,092            8,888              
Miscellaneous 18                   -                     

Total Administrative and General Expenses $ 40,807            $ 34,843            

Depreciation 9,137              6,662              

Total Operating Expenses $ 49,944            $ 41,505            

OPERATING INCOME (LOSS) $ 221                 $ (22,001)          

NON-OPERATING REVENUES
Miscellaneous Revenues $ 470                 $ -                     

Total Non-Operating Revenues $ 470                 $ -                     

CHANGE IN NET POSITION BEFORE TRANSFER AND
CAPITAL CONTRIBUTION $ 691                 $ (22,001)          

Capital Contribution 48,788            -                     

CHANGE IN NET POSITION $ 49,479            $ (22,001)          

NET POSITION, BEGINNING 166,483          188,484          

NET POSITION, ENDING $ 215,962          $ 166,483          

2012
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER  
FINANCIAL REPORTINGAND ON COMPLIANCE AND OTHER MATTERS  

BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN 
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

 
 
 
Board of Commissioners 
The Port Authority of the City of Austin 
City of Austin, Minnesota 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of the Austin Port 
Authority, a component unit of the City of Austin, State of Minnesota, as of and for the years ended 
December 31, 2012 and 2011,  and the related notes to the financial statements, which collectively 
comprise the Authority’s basic financial statements and have issued our report thereon dated March 25, 
2013.  
 
Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered the Austin Port 
Authority’s internal control over financial reporting (internal control) to determine the audit procedures 
that are appropriate in the circumstances for the purpose of expressing our opinions on the financial 
statements, but not for the purpose of expressing an opinion on the effectiveness of the Authority’s 
internal control.  Accordingly, we do not express an opinion on the effectiveness of the Authority’s 
internal control.  
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent or 
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a 
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material 
misstatement of the entity’s financial statements will not be prevented, or detected and corrected on a 
timely basis.  A significant deficiency is a deficiency or a combination of deficiencies, in internal control 
that is less severe than a material weakness, yet important enough to merit attention by those charged 
with governance. 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies.  Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material 
weaknesses may exist that have not been identified. 
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Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Austin Port Authority’s financial 
statements are free from material misstatement, we performed tests of its compliance with certain 
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could have 
a direct and material effect on the determination of financial statement amounts. However, providing an 
opinion on compliance with those provisions was not an objective of our audit, and accordingly, we do 
not express such an opinion. The results of our tests disclosed no instances of noncompliance or other 
matters that are required to be reported under Government Auditing Standards.  
 
Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the result of that testing, and not to provide an opinion on the effectiveness of the 
entity’s internal control or on compliance.  This report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the entity’s internal control and 
compliance.  Accordingly, this communication is not suitable for any other purpose. 
 
 

 
CliftonLarsonAllen LLP 
 
Austin, Minnesota 
March 25, 2013 


