Port of Olympia

2007 Adopted Budget

The focus of the PortOL007 budgetis ~(‘)tocontinueto build sustainableeconomicstrength
throughstrategicinvestmentsn the PortOsfrastructureandlines of businesghatwill enhance
revenue to the Port and fulfill the PortOs mission to serve the citizens of Thurston County.O

Key elements of this focus include:

* Improved near-term financial results from operations.

* Increasedunding for infrastructureto facilitate developmenbf the EastBay
district, cargogrowth, expansionof SwantownMarina & Boatworksand other
revenue producing projects.

e Completionof FAA mandatedsafetyimprovementso the AirportOsnainrunway
and rehabilitation of dilapidated taxi lanes.

* Planningand constructionof the first phaseof maintenancedredgingof the
federalnavigationchanneland Port berthingareato provide safeand efficient
accesdo the Marine Terminalwhile enhancinghe marinehealthof Budd Inlet.
Thiswill bedonein partnershipwith the U.S. Army Corpsof Engineersandother
state and federal agencies.

* Continued environmental stewardship.

The Portownsandoperatesour enterprisecentersjncluding the Marine Terminal,the Olympia
RegionalAirport, SwantownMarina & Boatworksanda PropertyDevelopmendivision. As a
unit of government,the Port is also responsiblefor making capital investments,such as
constructingroadsand utilities, to attractand maintainhealthybusinessactivity, and making
environmental improvements.

Delivering on the PortOsnissionto provide jobs, opportunitiesfor economicgrowth and
improvementgo the quality of life for ThurstonCountyresidentds a long-termprocess2006
hasbeena yearof significantbeginningsof investmentn Port programsand projectsthat will
bring long-termvalue, and thesewill be carriedforward in 2007. The 2007 adoptedbudget
strivesto maximizenear-termbusinesenterpriseevenuescontaincosts,and provide funding
for capital improvements.
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2007 ADOPTED OPERATING BUDGET

Overview

The budgetsummarybelow showsthe comparativefinancial performanceby line of businesdor fiscal
years2004 and 2005, togetherwith a projectedestimatefor 2006 using dataavailablethroughJune30,
2006, and the adopted summary operating budget for 2007.

Port of Olympia

Summary Operating Budget Surplus (Deficit)
Comparison of Adopted 2007 to Projected Actual for 2006 and Audited 2004 & 2005

Expressed in $0000s Actual Actual Projected Adopted
2004 200¢ 200¢ 2007
Revenues
Airport 62 56 57 62
Marina 1,44 1,62 1,74 1,82
Boatworks 43 43 41 41
Marine Terminal 3,45 2,70 1,82 2,87
Property Development 1,55 1,63 1,74 1,80
Total Revenues 7,51 6,95 6,29 7,54
Expenses
Airport 50 45 46 50
Marina 65 70 80 87
Boatworks 22 24 26 25
Marine Terminal 2,43 2,47 2,24 1,86
Property Development 56 54 57 68
Total Expenses 4,38 4,42 4,35 4,19
Business Unit Surplus (deficit)
Airport 12 11 11 11
Marina 78 91 93 94
Boatworks 21 18 15 15
Marine Terminal 1,02 23 (42C 1,00
Property Development 99 1,08 1,16 1,11
Business Unit Surplus (deficit) 3,12 2,53 1,94 3,35
General & Administrative (2,302 (2,51¢ (2,732 (3,034
Operating Surplus (deficit) 82 2 (791 31
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2007 ADOPTED BUDGET SUMMARY

The following showsthe adoptedbudgetfor 2007 comparedwith 2005 actualauditedfiguresand 2006
budgetedand projected figures. RCW 53.35.010requires the budgetto reflect Otheestimated
expendituresindthe anticipatedavailablefundsfrom which all expendituresareto be paid.O Therefore,
the PortOs budget excludes depreciation since this is not considered an expenditure to be paid.

Adopted
Expressed in $ 000's FY 2006 2007
FY 2005 Latest Business Plan

Audited Budget Projection & Budget

OPERATING CASH FLOW:

Total Business Revenue 6,95¢ 8,111 6,29: 7,54t
Total Business Expense 4.42( 4 53¢ 4 35; 4,19
Total Business Unit Cash Flow 2,53¢ 3,57 1,941 3,351
Total General & Admin 2,51: 2,71¢ 2,73 3,03¢
Total Operating Cash Flow 2€ 85€ (791 317

NON-OPERATING:

Other Non-Operating Revente 80¢ 482 4 58: 1,45¢
Other Non-Operating Expense (388 (243 (38) (220
Debt Service - Principal (4,745 (1,745 (1,745 (1,830
Debt Service - Interest Expense (2,236 (1,250 (1,250 (1,165
Ad Valorem Tax Revenue 3,78: 4,097 4,097 4,35(
Total Non-Operating 1,21¢ 1,341 5,64 2,58¢
NET CASH FLOW (before Environmental) 1,24¢ 2,197 4 85¢ 2,931
ENVIRONMENTAL COSTS:
Operating Grant - WA ST -Ecology 48~ 1,601 25( 1,50(
Environmental Costs (Dept. 086) (503 (3,202 (301 (3,174
Net Environmental (18) (1,601 (51) (1,674
NET CASH FLOW 1,227 59€ 4,80¢ 1,232

12006 Projected Other Non Operating Revenue includes approx. $4 million from sale of West Bay Property to the City. 2007
Projected Other Non Operating Revenue includes approx $400 thousand from the sale of property to LOTT.
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Operating Revenues

The 2007 budgetcalls for revenuedrom Port enterprisef $7.5 million, an increaseof $1.2 million
(20%) over 2006 projectedlievelsand $586,000(8%) over 2005 auditedrevenuesThis budgetedncrease
is primarily dueto anticipatedincreasedusinessvolume at the Marine Terminal. The following chart
illustrates the 2007 budgeted business unit revenues as a percentage of total business revenue.

2007 Budgeted Revenues
Airport
8% Maring

24%

Property n/
Developme
24% Boatworks

6%

Marine Termine
38%

The budget reflects increases in rates consistent with Commission Resolution No. 2006-16 authorizing
proprietary-type user charges for Port goods & services.

Operating Expenses

The 2007 budgetcallsfor Portenterpriseexpensesf $4.2million, a decreasef approximately$158,000
(4%) from the 2006 projectedlevels and $226,000(5%) from 2005 auditedlevels. This decreasdn
businesexpensess primarily dueto reductionsin variablecostsat the Marine Terminal. The following
illustrates the 2007 budgeted business unit expenses as a percentage of total business expenses.

2007 Budgeted Exg
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General & Administrative Expenses

GrossGeneraland Administrative Expensedor 2007 are budgetedto be $3.0 million, an increaseof
approximately$302,000(11%) from the 2006 projectedlevels and $521,000(21%) over 2005 audited
levels. The mostsignificantincreasesarewithin the Marketing& BusinessDevelopmentand Finance&

Accounting budgets. These costs are proposed to enable the Port to accomplish the following activities:

* Filling vacantstaff positionsand funding them on a full-year basis. Thesepositionsprovide
resourcesfor Port enterprise businessdevelopment,accounting and financial systems
development, and management of capital projects.

* Increased legal expenses.

2007 Budgeted G&A
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Non-Operating

2006 Non-OperatingRevenuesvere $4.6 million, reflectingthe saleof the PortO&VestBay propertyto
the City of Olympia. In 2007, Non-OperatingRevenueis projectedat $1.5 million; this includes
approximately$400,000for the saleof the PortO&astBay propertyto LOTT. Non-OperatingExpenses
areanticipatedat $220,000in 2007,comparedo $38,000in 2006. The bulk of the increaseds dueto the
PortOs anticipated share of countywide election costs.

2007 Tax Levy

Partof the PortOsotal incomecomesfrom anannualpropertytax levy. The goalfor useof levy revenues
is to pay debtserviceon generalobligationbondsissuedto fund long-termcapitalimprovementssuchas
construction of roads and utilities, environmental expenses, and some specific capital improvements.

The 2007budgetcontainsa tax levy of $4.3million, reflectinga $253,000increaseover 2006levels.The
increasereflectsrevenuegeneratedrom taxeson new constructionplus one percent.The levy rateand
dollar amounthashistorically beenbelow the maximumamountlegally allowed,andthe 2007 levy rate
anddollar amountare consistenwith this trend.For a homeassessedt $250,000the portion of property
tax earmarked for the Port is estimated at $46.25.
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2007 ADOPTED CAPITAL BUDGET

The Port makesinvestmentsin capital improvementssuch as streetand utility construction facility

maintenanceand upgradesand environmentalremediation.Theseinvestmentsprovide platforms for

private businesseto grow anddevelop.An exampleof this modelis developmentf the Market District

in Olympia. In the late 19900¢he Portinvestedabout$3.9 million in streets utilities andthe Port Plaza
openspacethat spurreddevelopmenbdf this retail/commerciabistrict. CapitalinvestmentsalsokeepPort
enterprisescompetitive and able to contributeto local job and economicgrowth. Capital spending
fluctuates from year-to-year as projects are completed and new projects are started.

In the past, the Port has allocatedthe largestportion of its capital budgetdollars on constructing
infrastructureand creatingpublic amenities.The budgetfor 2007 reflectsa similar focus; however,most
of the infrastructure improvements will result in or contribute to enhance revenues to the Port.

The Port has selected projects for 2007 to meet these objectives:

* Increase cash flow in its property development enterprise;

* Accelerate the development of East Bay and NorthPoint property development platforms;

* Construct improvements at the Marine Terminal to support revenue-generating cargoes;

* Expand the Boatworks to grow the business;

* Complete Federal Aviation Administration mandated safety improvements at the Airport;

* Continuedirect investmentat the Airport to meetour statutoryobligationsregardinguse of
certain revenues required by the FAA.

Key capital projects scheduled for 2007 include:

e Airport
I Line of sight safety improvements
I Completion of taxi lane resurfacing
e Swantown Marina & Boatworks
I Rehabilitation of A, B, C docks and the launch ramp
I Boatworks B Paving to expand work yard
I Planning for new MNO docks and upland improvements
* Marine Terminal
I Completion of cargo yard improvements
I Phase Il rail improvements to add loading and side track & safety crossing improvements
I Berth 2 & 3 maintenance dredging
* Property Development
I Sewer improvements at NorthPoint
I Preparation for the relocation of the KGY radio tower
| East Bay pre-development site planning
I Paving of New Market south of Tumwater Boulevard
I Replacement of signage on Tumwater Boulevard

The Capital Budget,as summarizedbelow, showsall proposedcapital projectsfor 2007, net of capital
grants and other third-party reimbursements. Projects that will carry over from 2006 are also indicated.
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Airport

Marina & Boatworks
Marine Terminal
Property Developmen
General

FY 2006 Project: 2007 Additional Total Capital
In Progress Approved Budgel

20C 39¢ 59¢

24¢ 29¢ 547

2,87¢ 477 3,35¢

45¢ 65 524

25€ 27¢€ 532

4,04( 1,514 5,55¢

2$106K of FY07 Proposed Projects will carry over into FY08. 2007 Proposed Capital Spending is $5.4 million.
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