REPORT FROM THE

PORT OF OLYI\/IPIA

Diverse cargoes crossing Marine Terminal docks, a thriving Swantown Marina
& Boatworks, new businesses locating on Port properties and increased
aircraft traffic at the Airport. The Port of Olympia is committed to growing
economic opportunities in Thurston County.

By operating these four successful lines of business and providing tools for
economic development, the Port helps create family-wage jobs that strengthen
our community.

In the early 1990s, Thurston County residents helped create a new
Comprehensive Plan to guide the development of Port businesses and
position the Port for the new century. Over the past decade, there have
been many positive changes. This report will share highlights of what the
Port has done to bring jobs and business investment to the community
since that time, provide a preview of things to come and present what the
Port does best: Growing Opportunities.



The Port and the Community

The diverse Port of today generates
family-wage jobs and makes
significant contributions to the
economic health and vitality of
the community.

WHAT ISTHE PORT OF OLYMPIA

The Port provides a platform for economic development
in Thurston County. By operating four lines of business—
the Marine Terminal, the Olympia Regional Airport,
Swantown Marina & Boatworks and the Property
Development Division—facilitating planning and investing
in roads and utilities, the Port grows opportunities for
private businesses to develop. The Port also administers
economic development tools for use by private business,
such as Industrial Development Revenue Bonds and a four-
county Foreign-Trade Zone.

Like each of the 76 public ports in Washington State, the
Port of Olympia is organized as a special purpose district
that can build and operate marinas, airports, railroads,
industrial sites, recreational facilities and marine shipping
terminals. It also helps promote trade and tourism.

Represented by three elected Commissioners, the Port
District is countywide. The Port levies a property tax to
repay debt and make capital improvements in facilities that
further growth.

HOW DID WE GET HERE

From oysters to canned goods and forest products, the
Port has long been a vital transportation link for Thurston
County. Recognizing the need to keep waterways public,
local citizens created the Olympia Port District in 1922.

Today's Port looks very different from the Port of over 80
years ago. From a single Marine Terminal business, the Port

has expanded to include the Airport, purchased in 1963, additional properties
in Olympia and Tumwater, acquired in the 1960s, and Swantown Marina &
Boatworks, developed in the 1980s and 1990s.

In the early 1990s, the Port faced new challenges. Traditional marine cargoes
had disappeared due to global economic shifts, and the character of the
community was changing. Through a public process, the Port reevaluated
the needs of the community and how it could best serve those needs. The
result was a restatement of the Port's mission and adoption of the 1995
Comprehensive Plan that charted a new course for development.

THE PAST TEN YEARS

With a goal of diversifying its business operations as called for in the
Comprehensive Plan, the Port made significant capital investments and
pursued new marketing strategies. Specific business activities are discussed
later in this report.

Significant strides have been made toward diversification. For example, 10
years ago, the Marina generated about 5 percent of Port revenues and the
Marine Terminal about 60 percent. In 2005, the Marina is targeted to
generate about 20 percent of Port revenues and the Marine Terminal about
40 percent.

New economic development tools were initiated, such as the four-county
Foreign-Trade Zone, to provide businesses with incentives to grow. In
addition, the Port assumed an active role in partnering with the Thurston
County Economic Development Council and local jurisdictions to promote
economic development.




Continuing to address environmental issues, the Port along
with other agencies invested more than $24 million to
clean up the eight-acre Cascade Pole wood treating site
on the Port Peninsula. Improvements such as replacing
wooden pilings at the Marine Terminal and constructing
an above ground fuel storage system at the Airport were
also made to make them environmentally compliant.

Community recreation opportunities were improved by
extending the waterfront trail along East Bay, developing
Port Plaza on Budd Inlet, promoting tourism and hosting
community events at Port facilities.

The last 10 years have not been without their challenges.
The economic recession of the late 1990s brought an end
to scheduled shipping service to the Russian Far East, and
the events of 9/11 slowed business at the Airport. However,
with the strengthening economy of the last five years, Port
businesses have moved ahead.

WHAT IT MEANS

Economic Impact

An Economic Impact Study conducted this year estimated
that the Port and Port tenants generated $429 million in
direct business revenue and $14.8 million in state and local
taxes in 2004. The study also estimated that the Port and
its tenants generated more than 2,600 direct jobs in
Thurston County in 2004.
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Responsible Financial Management

The Port's four businesses are thriving, business revenues are rising and
costs are being actively managed. Over the last 10 years, business activities
have generated increased revenues while expenses have been held in line,
resulting in an operating surplus of $825,000 in 2004. This was the first
time the Port achieved a positive cash flow from operations since 1995.

Incentives for Private Businesses

Businesses are using the economic development tools made available by the
Port. The Foreign-Trade Zone was an important factor in locating several
large distribution centers in Thurston County, and Industrial Development
Revenue Bonds have been used by manufacturing companies to expand.

Improving the Environment

In 2004, about 1.8 acres of the Cascade Pole site were capped by paving,
and part of the area was included in the realignment of Marine Drive.
Planning is in progress to return the entire site to public use within a few
years. All Port businesses are responsive to environmental concerns in
their operations.

Improving Recreational Options

Port facilities actively serve the community for recreation. Over 40,000
people flock to the annual Sand in the City event at Port Plaza, the Port's
Swantown BoatSwap & Chowder Challenge is in its tenth year and the
Port has collaborated with community organizations on events and facilities,
such as small boat activities at Swantown Marina.




Marine Terminal

Investments in facilities and an
aggressive marketing strategy
have transformed the Marine
Terminal into a niche port handling
diverse cargoes.

WHAT ISTHE MARINE TERMINAL

The southern-most Puget Sound port, the 60-acre Marine
Terminal has three deepwater berths. Facilities include two
gantry cranes, handling equipment, an on-dock warehouse
and on-dock rail. Skilled workers from the International
Longshore and Warehousemen’s Union Local 47 move
cargoes that include aluminum from Russia, garnet from
Australia, logs bound for Japan, military equipment and
project cargoes. The Port is served by the Tri-City &
Olympia railroad that provides service to the Burlington
Northern-Santa Fe and Union Pacific mainline.

HOW DID WE GET HERE

The Olympia harbor has been a commercial gateway for
more than 150 years. With the establishment of the Port
in 1922, the Marine Terminal handled the wood products,
canned goods and produce of the 1920s and ‘'30s, the
military cargoes of the 1940s, the lumber of the 1950s
and the export logs of the 1970s and 1980s. By the early
1990s, the log market declined, and the Port reassessed
the future of the Terminal.

LONGSHORE HOURS
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THE PAST TEN YEARS

The 1995 Comprehensive Plan set a new direction. Major investments
were made in equipment and facilities, including the addition of two gantry
cranes and handling equipment and improvements to docks and the cargo
yard. An aggressive marketing strategy was developed, and key partnerships
were formed with customers, railroads and labor to compete in world
markets. In spite of the collapse of the Russian Far East economy in 1999
that ended the Sunmar liner service, the Terminal has seen an increase in
revenues, cargo volumes and vessel calls over the last five years. As larger
West Coast ports have focused on container cargoes, the Terminal has
become a load center for export logs and concentrated on specialized
cargoes, such as aluminum, garnet and project cargoes.

WHAT IT MEANS

Customers, shipping companies, railroads, trucking companies, longshore
workers and others all contribute to the economic vitality of the Marine
Terminal. The 2005 Economic Impact Study estimated that the Marine
Terminal generated about 130 direct jobs in the community in 2004. In 2004,
workers logged more than 58,000 hours, the highest in 10 years, and handled
nearly 325,000 metric tons of cargo. Marine Terminal revenues increased
from nearly $860,000 in 2000 to over $3.4 million in 2004.

WHAT’S NEXT

With the number of railcars loaded at the Port increasing from 168 in 2002
to 876 in 2004, a priority for the Terminal is expanding its rail capacity. The
first phase is scheduled for completion in 2005, and federal funding has been
committed to part of a second construction phase. An expanded log export
facility is expected to more than double the volume of logs crossing Port docks.




Olympia Regional Airport

Extensive runway and facility
improvements have positioned the
Airport for aviation development.

WHAT IS THE OLYMPIA REGIONAL AIRPORT
The Olympia Regional Airport offers a variety of aircraft
service operations, hangars, corporate offices, a centralized
fuel storage system, a Federal Aviation Administration
(FAA) control tower and a modern terminal. There are
two runways, 5,500 feet and 4,100 feet, to handle air traffic.

HOW DID WE GET HERE

The Airport has played an important role in the aviation
history of Thurston County. Embracing the era of aviation,
local Chamber of Commerce members purchased the Airport
site in the 1920s and sold it to the City of Olympia for $35,000
in 1928. Over the years, the Airport has been home to
barnstormers, flying schools, aircraft sales and services, corporate
offices, the military, government agencies and commercial
airlines. The Port acquired the Airport in 1963 along with
700 acres of adjacent land. During the next 20 years, hangars
and the control tower were built and runways upgraded to
meet the demands of modern aircraft.

THE PAST TEN YEARS

During the last 10 years, investments were made in facilities
to bring the Airport up to new FAA safety standards and
make it attractive for business development. Electrical

AIRPORT OPERATIONS (TAKEOFFS AND LANDINGS)
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systems, runways and parking were improved, an above ground fueling
system constructed and property purchased to increase the runway
protection zone. Existing aviation-related businesses were retained, and
new tenants located at the airport, drawing additional aircraft and business.
Though the events of 9/11 caused a decline in air traffic, airport operations
have steadily increased over the last few years. While the Airport has had
a number of commercial air carriers, continuous operation of a regional
commercial carrier has been a challenge.

WHAT IT MEANS

The Airport is rebounding after the events of 9/11 and the loss of its most
recent commercial carrier in 2004. Today, over 60 private aircraft are based
at the airport, and 29 businesses operate there. Operations (takeoffs and
landings) have jumped from 62,000 in 1994 to more than 94,000 in 2004.
Airport revenues have increased from $427,000 in 2000 to $623,000 in
2004. This activity translates into jobs—Ilike aircraft repair and other aviation-
related companies. The Economic Impact Study estimated that about 160
direct jobs were generated by the activities of the Airport and its tenants
in 2004.

WHAT’S NEXT

New runway improvements are underway at the Airport to meet federal
safety requirements and will be completed in 2006. To respond to the demand
for private aircraft hangar spaces, additional hangars are being constructed.




Property Development

Investment and strategic
marketing have increased
opportunities for business
development of Port properties,
such as the Market District in
Olympia and the NewMarket
Industrial Campus in Tumwater.

WHAT IS PORT PROPERTY DEVELOPMENT

The Port owns about 1,750 acres of commercial and
industrial properties in Olympia and Tumwater. The Port’s
Property Development Division oversees the master
planning, development and leasing of these sites. In Olympia,
the Market District, NorthPoint and East Bay are targeted
for retail, commercial and light industrial development. In
Tumwater, the NewMarket Industrial Campus, near the
Olympia Regional Airport, includes distribution,
manufacturing, retail and commercial businesses.

HOW DID WE GET HERE

Over the years, the Port acquired land to support its core
businesses. During the 1960s, property on the Port
Peninsula and West Bay was purchased to support Marine
Terminal operations, while commercial and industrial
properties in Tumwater were acquired with the Airport
in 1963.

ACTIVE PORT LEASES
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THE PAST TEN YEARS

The Comprehensive Plan established guidelines and a vision for the
development of Port properties. Working with the cities of Olympia and
Tumwater on planning issues, the Port created “platforms,” including the
construction of roads and utilities, which drew private business development.
On the Port Peninsula, the Olympia Farmers Market was relocated, new
retail and commercial development took place and the vibrant Market
District emerged. In Tumwater, the Port constructed new roads, sewers
and water connections to attract new tenants, including two hotels, a gas
station/food mart and government offices, and worked with existing
manufacturing and distribution tenants to expand their operations.

WHAT IT MEANS

The Property Development Division and the manufacturing, retail and
commercial businesses located on Port properties generate considerable
economic activity in Thurston County. With the increased demand for
property in the South Sound, these activities are growing. The Port now
has 99 active leases, an increase of more than 40 since the mid-1990s, and
lease revenues have increased from $1.3 million in 2000 to $1.5 million in
2004. The Economic Impact Study estimated that the activities of the Port
and its tenants generated over 2,000 direct jobs in 2004.

WHAT’'S NEXT

In Olympia, development of a restaurant and open space at NorthPoint
is under way and the sale of the Port's West Bay property to the City of
Olympia for a park is in progress. In Tumwater, master planning is in progress
for Tumwater Town Center. Also, a manufacturing company and a distribution
center are expanding and a new state office building is under construction
on Port property.







