January 26, 2004 News Advisory

Contact: Jason Mercier, Budget Analyst
(360) 956-3482 — office

Governor makes misleading statements
at press conference

Thedetailsrevealed by the Evergreen Freedom Foundation thisweek about Governor Locke' sdeal
with Boeing prompted the governor to directly address the issue at a January 21 press conference.
Unfortunately, many of the governor’s statements and answers to media questions were false.

We have carefully reviewed the governor’s conference. His statements on some key facts flaly
contradict the agreement bearing hissignature, aswell aseventsasthey occurred. We do not expect
the governor to agres with our opinion of a contract he brokered, but we do expect him to be
straightforward about the facts.

1. Were details of the Boeing contract pur posefully undisclosed?

Governor Locke loudly and repeatedly denied that he and his colleaguestried to keep details of the
Boeing contract hidden. Thisbegsthe question: Why then did it comeas such ashock to legislators,
media and the public last week, more than a month after the contract was signed?

Governor Locke claimed:

“Weactually put out a pressrelease and gaveto all of you all of theactionsand all
of the agreements that were contained in that proposal. We detailed it to you
showing how much money was involved, when it was due. . .”

Thisstatement issquishy at best. Whilethe governor’ s dffice published abroad description of some
of the contract’ s provisions and made copies of the contract avalable to those who requested them
in December, the relevant exhibits—with important details and terms of the contract—were not
available until nearly one month later. EFF obtained them January 16 after filing a public records
request, and some of the information was heavily, if not entirely, redacted. We still have not
received copies of other documentsreferenced in the contract.

Further, the contract itself, signed by the governor, stipulates that:
“ Notwithstanding that [these documents] are public records, the Public Parties
understand the importance to themselves, Boeing and the goodwill of [the 7E7
project] to keep all mattersarising under or in connection with this Agreement
strictly confidential . . . to the fullest extent permitted by law.” (Section 12.11)

Governor Locke claimed:




“We also briefed the lggislators on the elaments of the package on the day of the
announcement by Boeing. We al so gave themmor e detailed briefingsthefirst day of
the legislature and have given them copies of the outline. . . . Copies of the document
have al so been made avail ableto members of the legislature. This has never been a
secret document. . . . We've given it out to members of the legislature.”

Judging by the responsefrom legislatorsthisweek, they were either asleep at thewheel or Governor
Locke did not do wha he claims. Hereare just a coupleof examples:

Rep. Helen Sommer s(Chair of the House Appropriations Committee): “ It s not a
very comfortabl e situation when you learn about this sort of thing in the newspaper.
.. | was shocked when | saw [the redactionsin the exhibits].” (Seattle Times, 1/21
and 1/22)

Rep. Barry Sehlin (Ranking Minority Member of House Appropriations
Committee): “ Now that it’sdone, | know a number of usare arxiousto seewhat are
the details.” (Seattle Times, 1/21)

Sen. Bill Finkbeiner (Senate Mgority Leader): | don’'t know the details. | didn’'t
negotiate the contract. | can’'t say it was worth what they did here But clearly
Boeing isa big deal.” (Seattle Times, 1/21)

Both the State Auditar’ s Office and Rep. Helen Sommers who is responsiblefor writing the state
supplemental budge this year, recaved their first copy of the Boeing contract from EFF—not the
governor—along with the exhibits that have been released to date.

Governor Locke claimed:

“We had to go through the legal process of determining which [documents] had
proprietary information, but in terms of the promises made to Boeing—in terms of
the additional dollarsand programs that we would be seeking—we outlined that to
[media] . In fact, when Boeing made the announcement, we indicated all the future
dollar amounts that would be required, and wegave you the detail s of where those
dollars would be coming from and when those would be needed.”

On page 6 you will find Attachment 1. It lists items that were not mentioned in the contract, and
therefore were not public urtil the exhibits were released under a public records request nearly a
month after the agreement was signed. (A December 19, 2003 |etter from Boeing’ s chief counsel to
the state indicated which exhibits should be withheld, but stated the rest were not subject to
redaction. We did not receive any of the exhibits until January 16, 2004.)

On page 8 you will find Attachment 2, which lists items included in the contract, but were 1) not
mentioned publicly by the governor, or 2) not complete without a corresponding explanationin the
exhibits. It would have been very difficult for members of the public to figure out what they mean
or how much they obligated the state to pay with a copy of the contract alone.



Note: TheWashington State Constitution requiresthe governor to keep acopy of all recordsrelating
to hisoffice (Article 3, Section 24). When we requeded the exhibits, wewere told the state did not
have them and would have to get them from Boeing.

2. Isthe state hiring and training Boeing wor ker s?

On thisissue, the governor flatly contradicted his own contract when he denied the state would be
hiring and training the workforcefor the Boeing 7E7 project.

Governor Locke claimed:

“Wewill not be hiring people or choosing peoplefor Boeing. Wewill offer atraining
program just as we offer so many other training programs in concert with many
industries of the state of Washington.”

“ The peopl e we train—they might not even want to apply for Boeing. They may take
these skills and apply for another company.”

“ None of those people who go through that center are guaranteed a job at Boeing
nor do they haveto apply for Boeing. They could apply for ajob working for Airbus
if they wanted to.”

The contract the governor signed says otherwise:

Section 7.5.2 —“ Boeing shall have the exclusive use of the [ Employment Resource
Center] for a minimum of five years for the benefit of Boeing and its suppliers.”

Section 7.2.1 —“ (The) Sate agrees to fund an end-to-end recruitment, screening,
assessment and training program to meet the initial staffing and workforce
development needs of Boeing and its Suppliers and other parties designated by
Boeing for Project Olympus.”

Section 7.5.1—" The ERC shall be designed and modified in accordancewith plans
and specificationsreasonably acceptabl eto and after consultationwith Boeing prior
to the State seeking of bids or proposals for construction thereof.”

3. Do other businesses have similar concessions from the state?
During the governor’s press conference, one reporter asked: “ You seem to be saying that other
businessesin the state get similar considerations as Boeing got. Is that what you' re saying?”

Governor Locke claimed:

“Yes....We vedonethisroutinely for businesses, and local gover nments have done
thisroutinely.”



We can’t name evenone other businessesin the state tha has seven full-time state employeesto run
interferencewith the state, or receives other provisions granted to Boeing, such as sane-day permit
processing or favorable environmental impact andyses.

In fact, the contract makesit clear:

“This agreement is for the sole and exclusive benefit of the Public Parties and
Boeing. .. Noother personsor entitiesareintended third party beneficiaries of this
agreement . . . nor shall such third parties have any rights to enforce any of the
provisions of this Agreement.” (Section 12.14)

4. Isthe contrad even legal ?
We have been unableto find any constitutional provisions that authorize the governor to sign an
agreement that binds future governors, legislatures, and the state as awhole.

Governor Locke claimed:

“ We consulted with the attorney general’ s office and they reviewed the el ements. We pushed
back. Boeing was negotiating and we said there arecertain things we sinply will not doand
cannot do.”

Wehavearequest in (filed January 21) for the documents or correspondence the governor seemsto
be referencing in this statement. Thus far, we have obtained only a memo issued by Assstant
Attorney General David Walsh regarding the provisioninthe contract (now dropped by Boeing) that
provided state fundsfor designing and operating acargo freighter. Thismemo isnot alegal opinion,
and it was issued Jenuary 13, afull 25 days after the contract was signed.

Supplemental documentsprovided after our recordsrequest include an Exhibit Ftitled “ Authorizing
Resolutions and Ordinances’ and Exhibit G titled “Opinions of Counsel.” Both exhibits are
completely blank. (Not redacted, because there are no words on them to redact.)

The contract states

“[T]he Sate . . . shall provide Boeing with an opinion of counsdl in form and
substanceto be approved by Boeing, from an attorney acceptableto Boeing, stating
that in the opinion of such counsal: this agreement has been duly authorized . . .
constitutesthe valid and binding obligation of such party. . . and adequate fundsare
available. ..” (Section 12.18)

If anyone decides to challenge provisions in the contract, Section 11.3 requires the stateto “ . . .
assume the entire defense of such proceedings, including all fees, costs and expenses whatsoever
relating thereto.”

We believe the contract isin violation of several sections of the Washington State Constitution.



Attachment 1 — Items not mentioned in contract

Though the governor stated that all detailsrelated to the Boeing contract were made available when
Boeing made the announcement it would stay in our state, the following is a list of items and
provisions that were not mentioned in the contract, and therefore were not public until the exhibits
were released under a public records request nearly a month after the agreement was signed.

TheCity of Everett will reducetheB& O tax at Boeing’ sEverett facility “ fromthe standardrate
of .001 to .00025 for manufacturing gross receipts greater than $6 billion.” (Exhibit B-8)

Specific details on water improvements the City of Everet isrequired to perform for Boeing's
facility. (Exhibit C-1)

Requiredimprovementsfor sanitary sewersthat the City of Everett must complete. (Exhibit C-2)

The City of Everett must make such improvements, upgrades, services and supplementary
documentation as necessary to meet the minimum waste water processing performance criteria
in Exhibit C-4.

Boeing will receive priority for road access related to its project, to include four-laneaccessto
the nearest interstate. The roads must support up to 35,000 employees at the assembly site and
up to 83,000 employees in the surrounding area. This includes building HOV laneson I-5 and
widening Highway 527 to five lanes for alength of 20 blocks. (Exhibit C-9)

The Port on Everett will pay all dock and port costs, fees and expenses (a minimum of $34
million) related to itsagreement with Boeing, including building a 27-acre facility at the south
terminal which will have the capacity to handle all cargo arriving from Japan. (Exhibit C-11)

Snohomish County agreesto undertake and complete the design and construction of al runway
and runway-related improvements as determined by Boeing. Thisincludesfacilities to support
modified 747-400s to transport parts for the 7E7. The County will build a 30-foot-wide road
between the cargo pad, Boeing’ s factory and supplier facilities. The County shdl pay all costs.
(Exhibit C-12)

The state will spend $14 million from various funds and the genera fund for workforce
devel opment at a state-of-the-art Employment Resource Center (ERC). (Exhibit D-2) Included
are $2-$3 million in Reed Act funds. (Reed Act funds are counted and included in the state’s
unemployment insurancetrust fund balance. A recent decreasein thetrust fund balance resulted
in a 14% increase in unemployment insurance rates for employers this year. Employment
Security Department, 1/22.)

The potential uses of the ERC are in Exhibit D-3, but all the information is redacted. However,
it does state that the“ ERC will provide training facilities for Boeing and Supplier employees.”
Further, Boeingisstill devel oping therequirements of the ERC, sothese are not available. “ The
Satewill beresponsiblefor all costs and expenses of design and construction of the ERC. At a
minimum, the State will appropriate $10 million for the design and construction of the ERC.”
(Exhibit D-3-2)



Inthe 2005-07 capital budget the state will provide funds[amount blank] for training equipment
costs for the ERC. (Exhibit D-3-3)

“ Al facilities operating and maintenance [for the ERC] to be provided by Sate or local
resources. Further definition of operations to be determined by Boeing.” (Exhibit D-4)

The state will allocate $5 million in the 2004 supplemental budget to assist Boeing in the
development of an operating model for the 747-400 large cargo freighter. In addition, the state
will work with Boeing to identify the funding source to support the “ design, modification,
certification, and operation of three 747-400 large cargo freighter.” (Exhibit E) (Acoording to
the Seattle Times (1/22), the provision for the $5 million has been dropped by Boeing. However,
to our knowledgethe contract has not yet beenrevised. We do not know if thestateisstill legally
obligated by the contract to work with Boeing to identify the funding source for the three 747-
400 large cargo freighters.)

Exhibit F. Authorizing Ordinances and Resolutions was blank.

Exhibit G. Opinion of Counsel was blank.

Schedule 1. Site application questionnaire for Project Olympus (we have not received this).
Schedule 2. Project Olympus Lega Questionnaire (we have not received this).

Schedule 3. Restatement of commitments. Dated November 10, 2003. (We have not received
this.)



Attachment 2 — | tems mentioned, but not explained in contract

These are items included in the contract, but 1) not mentioned publicly by the governor, or 2) not
completewithout acorresponding explanation in exhilits. In some of theitems, it would have been
very difficult for members of the publicto figure out what they mean or how much they obligate the
state to pay without further information.

“ The applicable Public Parties shall fully fund and performtheir respective Commitments, and
at no time shall Boeing be responsible for or be required to incur or pay any cost, charge or
expense under this Agreement relating to those commitments (or any agreement executed
pursuant hereto) unless this Agreement (or the agreement executed pur suant her eto) specifically
identifies a cost, charge or expense to be paid by Boeing.” (Section 1.3.2)

Boeing's consultation is required before any of the seven state employees who will be
coordinators are hired. (Section 2.1)

The City of Everett will expedite al permits requested by Boeing, its contractors and
subcontractors and issue permits within 60 days. (Section 3.3)

The state will give Boeing, its contractors and subcontractors priority over all same-day
applications when the company applies for permits, or madification or renewal of permits.
(Section 3.3(e))

The state will hire a nationally-recognized consulting firm to publish a study that shows the
economic benefits of Boeing s 7E7 project for the state and the report shall be compl eted within
150 days of December 19, 2003. (Section 3.5)

The state shall not suspend, revoke, or require repayment of rate reductions. (Section 4.1)

“1f so requested by Boeing, the Port of Everett or the County to the extent that there exists
reasonable financial capacity, shall acquire fee simple title to the Facilities Ste, Project
Olympus or a portion thereof and lease the same back to Boeing on terms and conditions
acceptable to Boeing and otherwise in accordance with applicable law.” (Section 5.2.2)

The state will give Boeing favorable treatment in its environmental impact analyses. (Section
6.2)

The City of Everettwill acquire al “ easements and property easementsas may be necessary to
providefor the sanitarysewer and/or POTW| Publicly Owned Treatment Works] asdeter mined
in Exhibit C-2.” (Section 6.4.1)

The state will * fund an end-to-end recr uitment, screening, assessment and training programto
meet theinitial staffing and wor kfor ce devel opment needs of Boeing and its Suppliersand other
parties designated by Boeing for Project Olympus.” (Section 7.2)

The state will “ either acquire an existing facility or construct a new facility, and in either case,
design, engineer, modify and equip such facility to serve as the Employment Resour ce Center.



The ERC shall be designed and modifiedinaccordancewith plansand specificationsreasonably
acceptableto and after consultation with Boeing prior to the Sate seeking of bids or proposals
for construction thereof.” (Section 7.5.1) The programs are described in Exhibit D-1 (whichis
totally redacted).

All of the authorizing ordinances andresol utions had not been approved & the timethe contract
was signed (some still have not been). (Section 10.2)

Boeing hastheright to conduct all tests of the 7E7 and operateitsfacilities 24 hoursaday, seven
daysaweek. “ The public parties shall take no actions, legisative or otherwise, nor support any
actions that would limit Boeing's ability to conduct such tests or otherwise operate the
facilities.” (Section 10.5)

Should anyone decide to challenge any provision of this agreement, the state will “. . . assume
the entire defense of such proceedings, including all fees, costs and expenses whatsoever
relating thereto.” (Section 11.3)

Regarding key exhibits, al partiesinvolved areinstructed to “ withhold or redact” all details of
the agreement “ to the fullest extent permitted by law” and the information shall not be included
in the master agreement. (Section 12.11)

The state will coordinate all press rel eases and publications on this issue with Boeing. (Section
12.12)

“This agreement is for the sole and exclusive benefit of the (state) and Boeing . . . No other
persons or entities are intended third party beneficiaries of this agreement . . . nor shall such
third partieshave any rightstoenforce any of theprovisionsof this Agreement.” (Section 12.14)

“[T]he Sate . . . shall provide Boeing with an opinion of counsel in form and substance to be
approved by Boeing, from an attorney acceptable to Boe ng, stating that in the opinion of such
counsel: this agreement has been duly authorized . . . constitutes the valid and binding
obligation of such party . . . and adequate funds are available . . .” (Section 12.18)



