
 

Port of Olympia Mission 
Creating economic opportunities and building community for all of Thurston County through responsible resource use. 

 
 

 
Commission Meeting 
Monday, Feb. 26, 2024 

5:30 PM 
 

Percival Plaza - Olympics Room 
626 Columbia Street NW 

Olympia, WA 98501 

The meeting agenda is available on the Port’s website as of Feb. 21, 2024. 
https://www.portolympia.com/commission 

Written public comments may be submitted to commissioncoordinator@portolympia.com by 12:00 p.m. on the  
date of the meeting. All written comments will be compiled and sent to the Commissioners prior to the meeting. 

Verbal public comment is accepted in person at the meeting.  

If you are attending the meeting via Zoom, you may raise your hand during the meeting to give public comment. 
For those listening by phone, press *9 if you wish to raise your hand and provide comment. 

 
 
 

AGENDA 

A. Call to Order 

B. Pledge of Allegiance 

C. Approval of Agenda 

D. Executive Director Report 

E. Public Comment  

Individual public comments are limited to 3 minutes per person.  Members of the public may comment 
on agenda items and other port business. 
NOTE:  Guidelines for public comment can be found in the Commission Rules in Resolution 2022-09 
Article VI. 

• Comments should be directed to Commission:  Comments should be directed to the Commission as a whole 
and should not include comments about individual Port staff or members of the public. 

• Courtesy:  All speakers (members of the public, Port staff, and Commissioners) shall be courteous in  
language and demeanor and shall confine remarks to those facts that are germane and relevant to the  
question or issue under discussion. 

 

The public may join the meeting from their computer, tablet or smartphone at: 

https://us02web.zoom.us/j/82643754702  

or Telephone:  1 253 215 8782   

Webinar ID:  826 4375 4702 

https://www.portolympia.com/commission
mailto:commissioncoordinator@portolympia.com
https://us02web.zoom.us/j/82643754702


 

Port of Olympia Mission 
Creating economic opportunities and building community for all of Thurston County through responsible resource use. 

F. Consent Calendar 

1. None 

G. Pending Issues or Business 

1. None 

H. Action Calendar 

1. CSD Contract Authorization:  Ben McDonald, Director of Human Resources and Administration 

I. Action/Other Calendar 

1. Aviation Fuel Tax Interlocal Agreement:  Warren Hendrickson, Director of Operations 

Public Comment on Action/Other Item 

2. Cleanwater Centre 206 Land Lease – Launch Negotiations LLC:  Clarita Mattox, Real Estate Senior 
Manager 

Public Comment on Action/Other Item 

3. Cleanwater Centre 210 Land Lease – Launch Negotiations LLC:  Clarita Mattox, Real Estate Senior 
Manager 

Public Comment on Action/Other Item 

J. Advisory Calendar 

1. None 

K. Commissioner Reports/Discussion 

L. Other Business 

M. Meeting Announcements 

N. Adjourn 



 

 

COVER MEMO 
Briefing Date:  February 26, 2024 

Staff Contact/Title: Ben McDonald, Director of Human Resources and 
Administration, benm@portolympia.com; 360-528-8003 

Subject:   CSD Attorneys at Law Contract 2024-1004 

Purpose:    ☐Information Only     ☒Decision Needed   

 

Background/Overview:  

The Port of Olympia has contracted with the law firm of CSD Attorneys at Law to 
provide miscellaneous legal services including labor relations and collective 
bargaining.  

The previous contract has expired and we have created a new contract to clarify scope 
of services, updated costs, and new term dates.  

 

mailto:benm@portolympia.com
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CSD Attorneys at Law P.S. Contract Authorization
Ben McDonald

Director of Human Resources and Administration
Feb. 26, 2024

5

Today’s Presentation
Action/Approval Requested

 Seeking approval of the contract with CSD 
Attorneys at Law P.S.

 Contract authorization – not a commitment 
to spend the money.

1

2
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Background
 Previously known as Chmelik Sitkin & Davis Attorneys at Law, CSD provides 

legal counsel to Ports and other jurisdictions. CSD specialize in public 
contracting, employment and labor law, open government issues, and local 
agreements. 

 Provided counsel to the Port of Olympia during contract negotiations with 
ILWU Local 47B. Currently being used during mediation sessions.

 Original contract was a “Letter of Engagement” from CSD and approved up to 
$49,999 in 2022. Was amended in 2023 for a not-to-exceed amount of 
$100,000 and expired on December 31, 2023. 

3

5

New Contract
Justification
 Previous agreement was via “Letter of 

Engagement” and signed by previous Executive 
Director. 

 In 2023, Chmelik Sitkin & Davis Law changed 
their firm’s name to CSD Attorneys at Law P.S.

 The new contract will better clarify scope of 
services.

3

4
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5

Scope of Services
Legal Representation

 Provide legal counsel during mediation sessions 
with Local 47B. 

 Provide legal counsel during upcoming 
negotiations with Local 47A.

 Provide legal counsel if the parties enter into
arbitration.

 Provide legal counsel as directed by the 
Commission.

6

Contract No. 2024-1004
Action:  New Contract No. 2024-1004

Term

Feb. 26, 2024 – Dec. 31, 2025Term

Costs

$50,000Proposed

Option 1:

Preferred/Proposed:
Term

Feb. 26, 2024 – December 31, 2025Term

Costs

$100,000Proposed

5

6
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“…move to authorize the Interim Executive Director to sign 
contract number 2024-1004 with CSD Attorneys at Law P.S. with 
a term date of December 31, 2025, and a NTE amount of 
$______.”

7

Questions and Comments
Suggested Motion

7
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COVER MEMO 
Briefing Date/Time: February 26, 2024 

Staff Contact/Title: Warren Hendrickson, Director of Operations     
360.528.8050, warrenh@portolympia.com 

Subject:     Aviation Fuel Tax Interlocal Agreement (ILA) 

Purpose:    ☐  Information Only     ☒   Decision Needed   

 
Overview:  
This is an Action/Other agenda item before the Commission. Action is requested. 
 
Background: 

• Since 2014, the State of Washington has not complied with certain Federal 
Aviation Administration regulations that require that "State taxes on 
aviation fuel … are subject to use for a State aviation program or for 
airport-related purposes." 

• The state has been diverting aviation fuel taxes, most significant among 
them Hazardous Substance Tax (HST) and Petroleum Products Tax (PPT), for 
non-aeronautical purposes. Regrettably, there is no clear path forward to 
the state becoming compliant, and FAA enforcement has been lacking. The 
estimated lost revenue to the state’s airports exceeds $56 million annually. 

Compliance action plan: 
• The Chelan Douglas Regional Port Authority (owner of four municipal 

airports) has agreed to coordinate a joint effort – in conjunction with 
multiple statewide airports – to bring the state into compliance. 

• This effort will require participating airport sponsors to develop a legal 
action plan, draft a formal legal complaint against the state, and then 
initiate preliminary discussions with the state Department of Revenue and 
the Attorney General’s Office to seek a financial settlement and future 
compliance. 

Legal fund contribution request: 
• Exhibit A to the attached interlocal agreement lists airports currently 

supporting the compliance action plan and their recommended minimum 
contribution levels. The minimum contribution for the Port of Olympia is 
$1,000.00. 

mailto:warrenh@portolympia.com
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• To date, of airports in the Port of Olympia category, the Port of Moses Lake 
has contributed $5,000.00 and the Port of Skagit has contributed 
$3,000.00.  

 
Documents Attached:  

• ILA Fuel Tax Diversion with Exhibit A 
• Diversion of Aviation Fuel Taxes Letter - Mr. Warren Hendrickson 
• CSD Legal Services Letter 
• PowerPoint Presentation 

 
Summary & Financial Impact:  

• $3,000.00 one-time contribution 
• Professional Services M&O Budget Category 

 
Affected Parties:  

• Port of Olympia 
• Chelan Douglas Regional Airport Authority 
• Federal Aviation Administration 
• Washington Department of Revenue 
• WSDOT Aviation 
• Statewide airports 

 
Staff Recommendation: 
Port staff recommends that the Port of Olympia Commission: 

• Authorize the Interim Executive Director to execute the Chelan Douglas 
Regional Port Authority ILA. 

• Authorize a legal fee contribution of $3,000.00 in lieu of the minimum 
$1,000.00 requested. 
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2024 INTERLOCAL AGREEMENT FOR 
LEGAL SERVICES CONCERNING THE DIVERSION OF AVIATION FUEL TAX 

 

This Interlocal Agreement (the “Agreement”) is made and entered between the following municipal and 

county governments and airport sponsors, as evidenced by its signature below. Each shall be referred to 

herein as a “Party” and collectively as the “Parties.” 

 

RECITALS 

 

WHEREAS, the Interlocal Cooperation Act, RCW 39.34, authorizes public agencies to execute 

agreements on the basis of mutual advantage to provide services and facilities in the manner and pursuant 

to forms of governmental organization that will accord best with geographic, economic, population, and 

other factors influencing the needs and development of local communities; and 

WHEREAS, the Parties to this Agreement are public agencies as defined by Chapter 39.34 RCW 

which seek to work cooperatively on the project described below on the basis of mutual advantage and 

efficiencies for the benefit of their respective jurisdictions; and 

WHEREAS, under current Federal law and regulations, diversion of certain airport revenues from 

aviation fuel sales for non-aeronautical purposes is prohibited. The relevant FAA grant assurance provides, 

in pertinent part, that “[a]ll revenues generated by the airport and any local taxes on aviation fuel…will 

be expended by it for the capital or operating costs of the airport; the local airport system; or other 

facilities which are owned or operated by the owner or operator of the airport, and which are directly and 

substantially related to the actual air transportation of passengers or property; or for noise mitigation 

purposes on or off the airport;” and 

WHEREAS, grant assurances apply to airport sponsors, which are the owners or operator of the 

airports. Violation of assurances may result in an FAA administrative action or FAA initiated federal civil 

lawsuit against the airport sponsor; and  

WHEREAS, Washington state has authorized cities and counties to collect and use tax on aviation 

fuel sales at FAA-grant assurance airports. Moreover, the Department of Revenue (“DOR”) collects a 

hazardous substance tax (“HST”) and petroleum products tax (“PPT”) on the sale of aviation fuel at FAA-

grant assurance airports; and 

WHEREAS, Washington state possesses no data on the actual amount of local sales/use tax, HST, 

and PPT collected specifically on aviation fuel. The state concedes that obtaining this data would be 

“expensive and administratively burdensome,” and the revenue is estimated to be in the tens of millions 

of dollars; and 

WHEREAS, past efforts at bringing the state into compliance have been unsuccessful and effective 

regulatory remedies are lacking. Meanwhile, the relevant statute of limitations to recover diverted funds 

precludes the recovery of millions of dollars each year; and 

WHEREAS, the Parties are joining together to explore legal and all other avenues available to bring 

the state into compliance; and 
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WHEREAS, the Chelan Douglas Regional Port Authority (“CDRPA”) has offered to serve as the lead 

agency by entering into a contract for legal services to evaluate and consider a range of options to prevent 

the diversion of aviation fuel tax for non-aeronautical purposes; and 

WHEREAS, the estimated cost of the pre-litigation legal inquiry is $125,000.00; and 

WHEREAS, the Parties have determined that it would be in the public’s and each Party’s best 

interest to enter into an agreement for the sharing of costs for this effort so that the diverted funds may 

be used as contemplated by the FAA grant assurances; and  

WHEREAS, the Parties and their counsel recognize that the Parties have common legal interests 

in evaluating and litigating issues raised in this matter; 

NOW THEREFORE, the Parties, for and in consideration of the mutual covenants herein contained, 

hereby agree as follows: 

AGREEMENT 

1. Purpose and Objectives.  It is the purpose of this Agreement to have the Parties collectively pay 

for the legal services (“Legal Services”) to represent the Parties’ interests in pre-litigation 

challenges to Washington state’s diversion of aviation fuel tax.  

 

2. Effective Date, Term, and Termination. 

 

a. The “Effective Date” of this Agreement shall be the day upon which the signing Party has 

executed this Agreement. 

 

b. The “Term” of this Agreement shall begin on the Effective Date and end upon completion 

of the legal services contemplated herein, unless extended by written agreement of the 

Parties.  

 

c. So long as the cost of Legal Services is covered by the Parties, this Agreement may be 

terminated prior to the end of the Term only upon agreement of all Parties and subject 

to Paragraph 4, below. In such an event, the Parties will agree on a reasonable termination 

date. 

 

3. Administration.  

 

a. The CDRPA shall contract with Legal Services to perform the following tasks: 

 

i. To develop a legal framework memorandum that will evaluate and consider 

various legal theories and provide a solid foundation upon which future legal 

action may rely. 

 

ii. Meet with appropriate parties, including Airport Sponsors and the FAA, and 

consider procedural issues for executing the Parties’ strategy.  

 



 

 
2024 Interlocal Agreement 
for Legal Services for Aviation Fuel Tax Diversion - Pg. 3 

iii. If the Parties elect to litigate, prepare the necessary pleadings, and select the 

appropriate venue for legal action. 

 

iv. Engage in preliminary settlement negotiations with the DOR and the Attorney 

General’s Office, if appropriate. 

 

v. If preliminary settlement negotiations are unsuccessful, file suit and pursue the 

matter through final judgment, settlement, or compliance.  

 

b. The CDRPA will provide periodic reports to the Parties on the status of the Legal Services 

and solicit input on strategies and other matters related to the Legal Services. 

 

4. Cost and Payment.  

 

a. The CDRPA will engage Legal Services to perform pre-litigation tasks, as outlined in 

Paragraph 3(a)(i) through (iv), above, which will cost an estimated $125,000.00. The 

CDRPA proposes to share in the total cost as set forth in Exhibit A (Aviation Fuel Tax—

Funding Support). The Parties shall not be obligated to provide the proposed amount in 

Exhibit A. 

 

b. It is anticipated that private organizations and/or associations may provide additional 

funding support for Legal Services contemplated herein but in no event will such entity 

be considered a Party for purposes of this Agreement.  

 

c. The CDRPA shall be responsible for making payments to Legal Services upon the contract 

terms from the funds received pursuant to Paragraph 4(a).  

 

d. All money received by the CDRPA shall be kept in a separate, non interest-bearing account 

until such time payments to Legal Services are due. At all times, the CDRPA shall provide 

the Parties periodic updates on the work product from Legal Services as well as an 

accounting of revenue received, and expenses paid.  

 

e. Should the pre-litigation costs be less than the estimate, or should the Parties resolve this 

dispute with surplus funds, the Parties may be refunded their pro-rata share.  

 

f. Should costs for Legal Services exceed the estimate, the Parties may be asked—but will 

not be obligated—to contribute additional sums. 

 

5. Maintenance and Audit of Records. 

 

a. Each Party shall maintain books, records, documents, and other materials relevant to its 

performance under this Agreement. 
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b. These records shall be subject to inspection, review and audit by any party, the 

Washington State Auditor’s Office, or any other entity as required by law. Nothing in this 

Agreement shall be construed to require a Party to disclose any privileged or work-

product documents or information to the other Parties, which a Party, in its sole 

discretion, shall determine not to disclose. 

 

c. Each Party shall retain all such books, records, documents, and other materials for the 

longest applicable retention period under federal and Washington state law.   

 

6. Legal Relations. 

 

a. The Parties are separate and independent governmental entities in all respects. Nothing 

in this Agreement shall be construed as creating any other relationship. 

 

b. Each Party agrees to defend, indemnify, and hold harmless the other Parties and its 

agents from and against claims, damages, losses, and expenses, including, but not limited 

to, attorney’s fees and costs and expenses, arising out of or from its performance of this 

Agreement, except for injuries and damages caused by the actions of the entity being 

indemnified.  

 

c. Nothing in this Agreement shall be construed to permit anyone other than the Parties and 

their successors to rely upon the covenants and agreements contained in this Agreement, 

nor to give any such third party a cause of action, as a third-party beneficiary or otherwise, 

on account of any nonperformance of the provisions of this Agreement.  

 

d. No Party will have the power or authority to bind the others or incur any obligations on 

the others’ behalf without each party’s prior written consent. 

 

e. Any sharing of documents, things, and other information between or among that Parties 

and counsel for the Parties is intended to be in furtherance of the common legal interests 

described herein, and with the intention, expectation and understanding that they will be 

kept confidential and privileged, as applicable, under the terms of this Agreement. 

 

7. Miscellaneous Provisions. 

 

a. Any notice, demand, or communication required or permitted under this Agreement shall 

be addressed to the respective Representative and deemed to have been duly given (i) 

on the date of delivery if delivered by courier, (ii) three business days after posting a 

postage pre-paid first class letter addressed to the mailing address of the Party, or (iii) 

upon confirmation by the intended recipient of the receipt of email addressed to the Party 

to whom directed at the relevant Party's email address specified below its signature. 

 

b. Pursuant to RCW 39.34.030 it is acknowledged that: 
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i. This Agreement shall not be construed to create any entity. 

 

ii. The CDRPA shall be the Administrator of this Agreement. 

 

iii. No property--real, personal, or intangible--shall be acquired by the Parties 

collectively or individually pursuant to this Agreement. 

 

c. This Agreement shall be construed and enforced in accordance with the laws of the State 

of Washington.  Any action to enforce the terms and conditions of this Agreement shall 

be brought either in Chelan County, Washington or in the county wherein the Party that 

is the subject of the enforcement action is located. 

 

d. This Agreement may not be amended except by the unanimous written agreement of all 

the Parties. 

 

e. Whenever the singular number is used in this Agreement and when required by the 

context, the same shall include the plural and vice versa, and the masculine gender shall 

include the feminine and neuter genders and vice versa. 

 

f. The headings in this Agreement are inserted for convenience only and shall not affect the 

interpretations of this Agreement. 

 

g. The failure of any Party to seek redress for violation of or to insist upon the strict 

performance of any covenant or condition of this Agreement shall not prevent a 

subsequent act, which would have originally constituted a violation, from having the 

effect of an original violation. 

 

h. If any provision of this Agreement or the application thereof to any person, entity or 

circumstance shall be invalid, illegal, or unenforceable to any extent, the remainder of 

this Agreement and the application thereof shall not be affected and shall be enforceable 

to the fullest extent permitted by law. 

 

i. All covenants, promises and performances which are not fully performed as of the date 

of termination shall survive termination as binding obligations. 

 

j. Each of the provisions of this Agreement has been reviewed, negotiated, and represents 

the combined work product of all parties hereto. No presumption or other rules of 

construction which would interpret the provisions of this Agreement in favor of or against 

the party preparing the same shall be applicable in connection with the construction or 

interpretation of any of the provisions of this Agreement. 

 

k. This Agreement is not assignable absent written approval by all Parties, which approval 

shall be granted, withheld, or conditioned in the discretion of each party. Each of the 

covenants, terms, provisions, and agreements herein contained shall be binding upon and 
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inure to the benefit of the Parties hereto and, to the extent permitted by this Agreement, 

their respective legal representatives, successors, and assigns. 

 

l. This Agreement is not for the benefit of any individual or entity other than the Parties and 

shall not be enforceable thereby under any circumstances whatsoever. 

 

m. This Agreement may be executed by the Parties hereto in counterparts and once so signed 

by all Parties and posted to each Party’s web site in accordance with RCW 39.34, shall 

have full force and effect.  PDF copies of relevant signature pages or electronic signatures 

shall be treated as originals.  Each of the undersigned warrant that they have authority to 

execute this Agreement. 

 

n. The entire Agreement (including the recitals and the amendments) between the Parties 

hereto is contained in this Agreement, and this Agreement supersedes all of their 

previous understandings and agreements, written and oral, with respect to this 

transaction.  This Agreement may be amended only by written instrument executed by 

the parties subsequent to the date hereof. 

 

CHELAN DOUGLAS REGIONAL PORT AUTHORITY 
 
_______________________ 
By:  ____________________ 
Its:  ____________________ 
Email:  ______________________ 
 

 
Entity: ________________________ 
By:  _____________________ 
Its:  _____________________ 
Email:  _______________________ 

Entity _______________________ 
By:  ____________________ 
Its:  ____________________ 
Email:  ______________________ 
 

 
Entity _______________________ 
By:  ____________________ 
Its:  ____________________ 
Email:  ______________________ 
 

 
Entity _______________________ 
By:  ____________________ 
Its:  ____________________ 
Email:  ______________________ 
 

 
Entity _______________________ 
By:  ____________________ 
Its:  ____________________ 
Email:  ______________________ 
 

 
Entity _______________________ 
By:  ____________________ 
Its:  ____________________ 
Email:  ______________________ 
 

 
Entity _______________________ 
By:  ____________________ 
Its:  ____________________ 
Email:  ______________________ 
 

 







One Campbell Parkway, Suite A I East Wenatchee, WA 98802 I Phone: 509.884.4700 I Fax: 509.662.5151 I www.cdrpa.org 

December 1, 2023 

Warren Hendrickson, Airport Director 

warrenh@portolympia.com 

RE: State of Washington - Diversion of Aviation Fuel Taxes 

Violation of Federal Aviation Administration Grant Assurance 25 

Dear Mr. Hendrickson, 

Federal law requires, with limited exceptions, that "State taxes on aviation fuel (imposed by either 

an airport sponsor or a non-sponsor) are subject to use for a State aviation program or for airport 

related purposes." T he State of Washington is not in compliance with Federal Aviation 

Administration 14 CFR Chapter 1. T here is no clear path forward to becoming compliant. FAA 

enforcement is lacking. 

Our collective past efforts hoping for compliance have not been successful. The continued 

diversion and use of millions of dollars of aviation fuel taxes for non-aeronautical purposes in the 

State of Washinton remains unchecked. It is time for a new direction. 

Airports in the State of Washington need to demand compliance. The Chelan Douglas Regional 

Port Authority (owner of four municipal airports) has agreed to help coordinate this effort. 

T he new direction is largely legal, broken into four (4) phases: 

• Task I: Develop a Legal Framework Memo
• Task II: Working with Airport Sponsors to Develop a Legal Action Plan

• Task Ill: Draft a Complaint
• Task IV: Preliminary Discussions with Department of Revenue and the Attorney General's

Office seeking a settlement and compliance

I am hoping your airport is willing to participate. Please find attached the following documents: 

• Information Sheet
• CSD Letter on Legal Plan
• Suggested Contribution from each Airport

BOARD OF DIRECTORS 

Donn Etherington, Commissioner, Chelan County Dist. 1 I Jim Huffman, Commissioner, Douglas County Dist. 1 I JC Baldwin, Commissioner, Chelan County Dist. 2 

W. Alan Loebsack, Commissioner, Douglas County Dist. 2 I Richard DeRock, Commissioner, Chelan County Dist. 3 I Mark Spurgeon, Commissioner, Douglas County Dist. 3













Funds deposited in State General Fund. 

HST was first imposed in 1989. Subject to FAA revenue use requirements. 

Revenue being diverted into toxic control accounts. 

July 1, 2023 the tax is $1.40 per barrel. Per barrel rate adjusts for inflation, effective 

July 1 of each year. 

56,435,844$                 

1,197,544$                   

PPT was first imposed in 1989. Subject to FAA revenue use requirements. 

Department of Revenue 2023 3rd Quarter $14,108,961 x 4. 

       3. Hazardous Substance Tax (Chapter 82.21 RCW)

       4. Petroleum Products Tax (Chapter 82.23A RCW)

Washington State Diversion of Aviation Fuel Taxes

Fuel tax levied on each gallon of aircraft fuel sold.

Tax established in 1967.

On December 30, 1987 tax rate was $0.05 per gallon.

Current tax rate is $0.18 per gallon.

Projected Annual Revenue

9,178,650$                          1. Aircraft Fuel Excise Tax (RCW 82.42.020) 

       2. State Retail Sales / Use Tax (Chapter 82.08 and 82.12 RCW)

Retail sales/use tax rate has remained at 6.5 percent since 1983.

Imposed before 1987. Not subject to FAA revenue use requirements. 

Tax imposed on the first possession. Tax is equal to 0.3% of the wholesale value of 

petroleum product. 

Effective July 1, 2021 tax rate reduced to 0.15%. 

PPT scheduled to expire on July 1, 2030.

Revenue is being diverted into the pollution liability insurance program. 

Department of Revenue 2023 3rd Quarter $299,386 x 4. 

Full $0.18 per gallon tax deposited in State aeronautics account.

Y:\1 - Admin\Documents for CEO\WA State Federal Policy Compliance Level 02.06.24



Annually 

Federal Register, November 7, 2014

Note: This document was prepared by the Chelan Douglas Regional Port Authority. It represents our best estimation of aviation fuel tax diversions. More precise 

information can be obtained from the Washington Department of Revenue. 

"…State taxes on aviation fuel (imposed by either an airport sponsor or a non-sponsor) are subject to use either for a State aviation 

program or for airport-related purposes…"

"…The policy amendment applies prospectively to use of proceeds from…new taxes…in effect on December 30, 1987…"

Current tax rate is 4 cents per 42-gallon barrel. 

FAA Policy and Procedures Concerning the Use of Airport Revenue; Proceeds From Taxes on Aviation Fuel: 

Current Compliance Amounts: 9,178,650$                   

Balance due to comply with FAA Revenue Use Requirements: 58,583,124$                 
Plus Local Sales / Use Taxes 

Department of Revenue 2023 3rd Quarter $237,434 x 4.

Total Amount of Revenue required to be deposited into State of Washington 

Aeronautics Account to comply with FAA Revenue Use Requirements: 67,761,774$                 

When fund balance is less than $8 million the tax is imposed and remains in effect 

until the fund balance exceeds $9 million. 

        FAA Compliant

$                Unknown

Aviation fuel sales occur in approximately 107 local taxing jurisdictions that either 

imposed or raised the rate on their local sales and uses taxes after 1987. Said local 

sales and uses taxes are subject to FAA Revenue use requirements. 

949,736$                      

5 cents per 42-gallon barrel (1 cent per 42-gallon barrel for Response Tax and 4 

cents per 42-gallon barrel for Administration tax). 

       5. Local Sales / Use Taxes (Chapter 82.14 RCW and RCW 81.104.170)

       6. Oil Spill Taxes

Tax first imposed in October 1991. Subject to FAA revenue use requirements. 

Revenue is being diverted into an Oil Spill Prevention account. 

        FAA Non-Compliant 

Y:\1 - Admin\Documents for CEO\WA State Federal Policy Compliance Level 02.06.24
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Aviation Fuel Tax Interlocal Agreement (ILA)
Warren Hendrickson

Director of Operations
Feb. 26, 2024

Today’s Presentation

Aviation fuel tax background

Washington state non-compliance

Compliance action plan

 Interlocal agreement

 Legal funding

Advisory presentation Feb. 20, 2024

Action/Other Item – Approval Requested

1

2
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Aviation Fuel Tax

 2015 WSDOT Aviation Airport Investment Study
• Airport grant program shortfall $12 million annually

 2020 WSDOT Aviation Funding Need
• $76.9 million in funding requests
• $12.5 million state matching funds required
• $1.4 million available

Washington state ranks last in funding per airport in NW Mountain 
Region
• Oregon funding is triple that of Washington’s

Background

3

Aviation Fuel Tax

 FAA Policy and Procedures concerning the use of airport revenue; 

Proceeds from taxes on aviation fuel
• Federal Register November 7, 2014

“…State taxes on aviation fuel (imposed by either an airport sponsor or a non-sponsor) 

are subject to use either for a State aviation program or for airport-related purposes…”

“…The policy amendment applies prospectively to use of proceeds from…new 

taxes…not…in effect on December 30, 1987…”

Background (cont’d)

4

3

4
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Aviation Fuel Tax

Washington state aviation fuel taxes
• Aircraft fuel excise tax (RCW 82.42.020: $.18 per gallon)

• State retail sales / use tax (6.5% of retail price - pre-1987)

• Hazardous Substance tax (HST: $1.40 per 42-gallon barrel)

• Petroleum Products tax (PPT: 0.15% of wholesale value)

• Local sales / use taxes (25 different taxes by 107 local jurisdictions)

• Oil Spill taxes ($.04 per 42-gallon barrel)

Washington State Revenue Diversion

5

Aviation Fuel Tax

Washington state federal policy compliance
• Aircraft fuel excise tax (RCW 82.42.020) 100% = Aeronautics Account

• State retail sales / use tax (6.5% of retail price – pre-1987)

• Hazardous substance tax (HST: $1.40 per 42-gallon barrel)

• Petroleum products tax (PPT: 0.15% of wholesale value)

• Local sales / use taxes (25 different taxes by 107 local jurisdictions)

• Oil spill taxes ($.04 per 42-gallon barrel)

Washington State Revenue Diversion

6

5

6
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Aviation Fuel Tax

Annual Washington state revenue diversion
• HST: $ 56,435,844

• PPT: $   1,197,544

• Local sales / use taxes: Not known

• Oil spill taxes: $      949,736

 Total non-compliant annual revenue: $ 58,583,124

Washington State Revenue Diversion

7

Why Important?

8

7
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Aviation Fuel Tax

DOR Report to State Legislature January 11, 2021

 First calculation of diverted revenue 3rd quarter 2023

Correction to date: None

Compliance Action Plan

9

Aviation Fuel Tax

Need has been established

 Funding already exists, with no new taxes (fuel taxes = user fees)

Missing ingredient: Political will

 Enhancing agent: FAA forcefulness on compliance

Compliance Action Plan (cont’d)

10

9
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Aviation Fuel Tax

Airport sponsor obligation
• Federal Register November 7, 2014

“…For taxes imposed by non-sponsor State and local governments, the 
airport sponsor will be expected to advise those entities of Federal 
requirements for use of aviation fuel tax revenues, and to take action 
reasonably within the sponsor's power to tailor State and local taxation to 
conform to the requirements of §§ 47107{b) and 47133…”

Compliance Action Plan (cont’d)

11

Compliance Action Plan

Chelan Douglas Regional Port Authority lead agency
• Task I: Develop a legal framework memo
• Task II: Work with airport sponsors to develop a legal action plan
• Task Ill: Draft a formal complaint
• Task IV: Hold preliminary discussions with Department of Revenue and the 

Attorney General’s Office seeking a settlement and compliance

 Port General Counsel review completed

 Legal fund contributions now requested

Interlocal Agreement (ILA)

12

11
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Compliance Action Plan

 2 commercial service hub airports
• Sea-Tac, Spokane

 9 commercial service non-hub airports
• Paine Field, Boeing Field, Paine Field, Bellingham, Friday Harbor

• Yakima, Wenatchee, Tri-Cities, Walla Walla, Pullman-Moscow

 26 general aviation airports
• Olympia, Chehalis, Tacoma Narrows, Bremerton, Skagit, Grant County

ILA Partners

13

Compliance Action Plan

 Total: $120,000

• Hub airports: $35,000 total

• Non-hub airports: $2,500 to $7,500

• 26 general aviation airports: $1,000 each

o Port of Moses Lake (Grant County) contribution: $5,000

o Port of Skagit contribution: $3,000

Legal Fund Contributions Requested

14

13

14
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Compliance Action Plan

 Total: $120,000

• Hub airports: $35,000 total

• Non-hub airports: $2,500 to $7,500

• 26 general aviation airports: $1,000 each

o Port of Moses Lake (Grant County) contribution: $5,000

o Port of Skagit contribution: $3,000

 Port of Olympia staff recommendation: $3,000

Legal Fund Contributions Requested

15

 Execute ILA

Authorize Port contribution to legal fund

Next Steps

15

16
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Questions and Comments
Suggested Motions

 Execute ILA

“…move to authorize the Executive Director to approve the Chelan 
Douglas Regional Port Authority ILA, as presented.”

 Port contribution to legal fund

“…move to authorize a legal fee contribution of $3,000.00 to the 
Chelan Douglas Regional Port Authority in support of the ILA, as 
presented.”

17

17
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COVER MEMO 
Briefing Date/Time: February 26, 2024 

Staff Contact/Title: Clarita Mattox, Real Estate Senior Manager     
360.528.8070, claritam@portolympia.com 

Subject:     Launch Negotiations LLC      
    Cleanwater Centre Building 206 Tumwater Boulevard 
    Purchase & Sale Agreement and Ground Lease 

Purpose:    ☐  Information Only     ☒   Decision Needed   

 
Overview:  
This is an Action/Other item before the Commission. Action is requested. 

This request is specific to the 206 Tumwater Boulevard building in the Cleanwater 
Centre. 

Background: 
In 2008, the Port entered into a land lease agreement with a previous Tenant for 
redevelopment of the 10+ acres at the Tumwater Town Center Campus of the 
Port, now known as the Cleanwater Centre.  In 2012, the tenant stopped paying 
rent and transferred title of the entire development to the Port, which included 
eight buildings of 6,000 square feet each, and one of approximately 24,000 
square feet.  

During the conveyance of these buildings, the Port began implementing the 
current Strategic Plan, which included working with the City of Tumwater to 
generate 15 acres of commercial development and 30 acres of industrial 
development on Port-owned properties in Tumwater.  

The Port Commission subsequently approved investing in the Cleanwater Centre 
by upgrading it to current code and standards required by the City of Tumwater, 
including stormwater, lighting, utilities, landscape, and parking.   

In addition, the Port initiated implementation of the vision to repurpose one of 
the buildings with the project that is now the Scribbles and Giggles daycare 
center.   

mailto:claritam@portolympia.com
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A second building was then leased to the Washington State Patrol (WSP). The Port 
continues to own and lease these two buildings to Scribbles and Giggles and the 
WSP Detachment offices, respectively.  

After considering a more viable business model for the remaining seven buildings, 
the Port Commission approved Resolution 2016-06, which declared the remaining 
buildings as surplus to the Port’s needs, and further authorized Port staff to sell 
the remaining seven buildings and to enter into long-term land leases. 

Port staff then moved forward with a vigorous Cleanwater Centre marketing and 
redevelopment effort. Out of the eight 6,000 square foot buildings, four have 
been sold and their new owners signed long-term land leases with the Port. 

Two remain under Port’s ownership and are leased as space leases, with the last 
two being presented tonight for consideration. 

The Port received a commitment from Launch Negotiations LLC to purchase the 
final two 6,000 square foot buildings, and to enter into a long-term land lease for 
each building.  Due diligence on the buyers was conducted as it is customary for 
any real estate transaction with the Port. 

Should the Commission move to approve the subject lease(s), only the 24,000 
square foot building remains available in the Cleanwater Centre. The City of 
Tumwater’s requirement for repurposing it, however, includes development of 
the existing service road into a new roadway within Cleanwater Centre to provide 
direct access to Tumwater Boulevard. Development of this new road will be 
dependent on the future and parameters of the Bush Prairie Habitat Conservation 
Plan.   
 
Documents Attached:  

• Purchase and Sale Agreement and Land Lease Agreement and Site Exhibit 
• PowerPoint presentation 
• Resolution 2016-06 

 
Summary & Financial Impact:  
Subject Tenant is entering into a Land Lease Agreement with the Port for 
approximately 6,000 square feet of land, located at 210 Tumwater Boulevard in 
the Cleanwater Centre, Tumwater, under the following terms/conditions: 

• Tenant to purchase building:  $40,000 
• Land lease subject to the purchase and sale agreement. 



 
 

3 
 

• Building Use: Renovation/repurposing subject to office/commercial/retail 
uses permitted in the Tumwater Town Center of the City of Tumwater. 

• Term:  Land lease for 30 years starting February 26, 2024. 
• Option to Extend Term:  20 Years. 
• Initial rent:  $30,000 per year, upon receipt of Occupancy Permit. 
• Rent adjustments 2% annually – every February 1 of each year. 
• Rent adjustments in year 15 of the initial term will be recalculated based on 

appraisal, but in no event the rent shall be reduced. 
• Rent for the 20-year Option: initial rent recalculated based on appraisal. 
• Rent during Option Period to be adjusted based on the then Commission 

rent escalation policy. 
• Common area and operating charges to tenant: $6,780/year. 

 
Affected Parties:  

• Port of Olympia 
• Launch Negotiations LLC 

 
Staff Recommendation: 

• Ratify and approve Purchase and Sale Agreement and Land Lease as 
presented. 
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Cleanwater Centre – Launch Negotiations LLC 
Purchase and Sale Agreements and Land Leases

Clarita Mattox
Real Estate Senior Manager

Feb. 26, 2024

Today’s Presentation
Action/Other Item – Approval Requested

 Ratify:
• The Purchase and Sale Agreements of 

two buildings

• Long-term land leases

• Cleanwater Centre in Tumwater

 Traditionally a consent item

1

2
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Background

 2008: Port entered into a land lease agreement

• Ten acres at the Port’s Tumwater Town Center, now known as the Cleanwater
Centre

 2012: Tenant stopped paying rent and conveyed improvements to the Port

• Eight 6,000 s.f. buildings and one ~24,000 s.f. building

 2014: Port began implementing the Strategic Plan initiative at Cleanwater

• Port worked with the City of Tumwater for redevelopment of 15 acres of 
commercial use and 30 acres of industrial land

Cleanwater Centre Buildings Purchases and Ground Leases 

3

Background (cont’d)

 2014:  Port Commission approved investment for improving the Cleanwater Centre to 
make it marketable

 2014-2015:  Port began the project to bring the site to code

• Stormwater, lighting, parking, landscaping, and utilities

 2016-2017:  Port retained ownership of two buildings - space leases 

• Scribbles & Giggles Learning Center

• Washington State Patrol

 2016:  Different business model - sell the buildings “As Is” condition, lease the land, 
and new building owners to repurpose/maintain the buildings

Cleanwater Centre Building Purchases and Ground Leases 

4

3

4
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Background (cont’d)

 2016:  Commission approved Resolution 2016-06 declaring the buildings surplus, 
amending the CSHI, and authorized executive director to sell the buildings and to 
enter into long-term land leases

 2017 to 2023:  Port sold six of its eight 6,000 s.f. buildings (two completed 
renovations and four are or will be going through permitting process)
• Current Uses:  Eatery (pizza), yoga studio, martial arts, day care, medical services, 

offices, religious gatherings

 2024:  The long-term lease and purchase and sale with Launch Negotiations LLC are 
for the last two (of the eight) 6,000 s.f. 

Cleanwater Centre Building Purchases and Ground Leases 

5

Terms

 Customary due diligence conducted

 Building purchase price $40,000 each

 30-year land lease terms

 20-year option to extend terms

 $0.58/s.f. NNN per month

 Rent adjusts 2% every year

 Year 15 of lease – Appraisal

Ground Leases and Purchase and Sale Agreements with 
Launch Negotiations LLC for 206 and 210 Tumwater Blvd 

6

5

6



2/21/2024

4

Questions and Comments
Suggested Action…

“…move to ratify the purchase and sale agreements and long-
term land leases with Launch Negotiations LLC, as presented.”

7

7



 
 

1 
 

COVER MEMO 
Briefing Date/Time: February 26, 2024 

Staff Contact/Title: Clarita Mattox, Real Estate Senior Manager     
360.528.8070, claritam@portolympia.com 

Subject:     Launch Negotiations LLC      
    Cleanwater Centre Building 210 Tumwater Boulevard 
    Purchase & Sale Agreement and Ground Lease 

Purpose:    ☐  Information Only     ☒   Decision Needed   

 
Overview:  
This is an Action/Other item before the Commission. Action is requested. 

This request is specific to the 210 Tumwater Boulevard building in the Cleanwater 
Centre. 

Background: 
In 2008, the Port entered into a land lease agreement with a previous Tenant for 
redevelopment of the 10+ acres at the Tumwater Town Center Campus of the 
Port, now known as the Cleanwater Centre.  In 2012, the tenant stopped paying 
rent and transferred title of the entire development to the Port, which included 
eight buildings of 6,000 square feet each, and one of approximately 24,000 
square feet.  

During the conveyance of these buildings, the Port began implementing the 
current Strategic Plan, which included working with the City of Tumwater to 
generate 15 acres of commercial development and 30 acres of industrial 
development on Port-owned properties in Tumwater.  

The Port Commission subsequently approved investing in the Cleanwater Centre 
by upgrading it to current code and standards required by the City of Tumwater, 
including stormwater, lighting, utilities, landscape, and parking.   

In addition, the Port initiated implementation of the vision to repurpose one of 
the buildings with the project that is now the Scribbles and Giggles daycare 
center.   
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A second building was then leased to the Washington State Patrol (WSP). The Port 
continues to own and lease these two buildings to Scribbles and Giggles and the 
WSP Detachment offices, respectively.  

After considering a more viable business model for the remaining seven buildings, 
the Port Commission approved Resolution 2016-06, which declared the remaining 
buildings as surplus to the Port’s needs, and further authorized Port staff to sell 
the remaining seven buildings and to enter into long-term land leases. 

Port staff then moved forward with a vigorous Cleanwater Centre marketing and 
redevelopment effort. Out of the eight 6,000 square foot buildings, four have 
been sold and their new owners signed long-term land leases with the Port. 

Two remain under Port’s ownership and are leased as space leases, with the last 
two being presented tonight for consideration. 

The Port received a commitment from Launch Negotiations LLC to purchase the 
final two 6,000 square foot buildings, and to enter into a long-term land lease for 
each building.  Due diligence on the buyers was conducted as it is customary for 
any real estate transaction with the Port. 

Should the Commission move to approve the subject lease(s), only the 24,000 
square foot building remains available in the Cleanwater Centre. The City of 
Tumwater’s requirement for repurposing it, however, includes development of 
the existing service road into a new roadway within Cleanwater Centre to provide 
direct access to Tumwater Boulevard. Development of this new road will be 
dependent on the future and parameters of the Bush Prairie Habitat Conservation 
Plan.   
 
Documents Attached:  

• Purchase and Sale Agreement and Land Lease Agreement and Site Exhibit 
• PowerPoint presentation 
• Resolution 2016-06 

 
Summary & Financial Impact:  
Subject Tenant is entering into a Land Lease Agreement with the Port for 
approximately 6,000 square feet of land, located at 210 Tumwater Boulevard in 
the Cleanwater Centre, Tumwater, under the following terms/conditions: 

• Tenant to purchase building:  $40,000 
• Land lease subject to the purchase and sale agreement. 
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• Building Use: Renovation/repurposing subject to office/commercial/retail 
uses permitted in the Tumwater Town Center of the City of Tumwater. 

• Term:  Land lease for 30 years starting February 26, 2024. 
• Option to Extend Term:  20 Years. 
• Initial rent:  $30,000 per year, upon receipt of Occupancy Permit. 
• Rent adjustments 2% annually – every February 1 of each year. 
• Rent adjustments on year 15 of the initial term will be recalculated based 

on appraisal, but in no event the rent shall be reduced. 
• Rent for the 20-year Option: initial rent recalculated based on appraisal. 
• Rent during Option Period to be adjusted based on the then Commission 

rent escalation policy. 
• Common area and operating charges to tenant: $6,780/year. 

 
Affected Parties:  

• Port of Olympia 
• Launch Negotiations LLC 

 
Staff Recommendation: 

• Ratify and approve Purchase and Sale Agreement and Land Lease as 
presented. 
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