AGREEMENT
CONCERNING TAXATION OF MOTOR VEHICLE FUEL AND SPECIAL FUEL
BETWEEN THE NISQUALLY TRIBE AND THE STATE OF WASHINGTON

I. RECITALS

1.1.  The Nisqually Indian Tribe is the successor descendent entity of the Nisqually
Nation, a signatory to the Treaty of Medicine Creek of 1854, and is organized under the Indian
Reorganization Act of 1934. The Nisqually Indian Tribe is thus possessed of the full sovereign
powers of a Tribal government. The Nisqually Reservation is the principal place of business of
the Nisqually Indian Tribe (herein referred to as “Tribe™).

1.2 The State of Washington (“State™) is a state within the United States of America,
possessed of full powers of a state government. The Department of Licensing is an agency of the
State of Washington. The State of Washington and the Department of Licensing are referred to
collectively in this Agreement as the “State”. Senate Bill 5272, chapter 515, laws of 2007,
effective May 15, 2007, amended certain sections of chapters 82.36 and 82.38 RCW to allow the
Governor to enter into an agreement with any federally recognized Indian tribe located on a
reservation within the State regarding motor vehicle and special fuel taxes. The legislation also
authorized the Governor to delegate the power to negotiate such agreements to the Department of
Licensing. The Governor has delegated this authority to the director of the Department of
Licensing.

1.3 The Tribe and the State (collectively “the parties”) have conferred and engaged in
government-to-government negotiations in a mutual, good faith effort to reach an arrangement in
regard to state fuel taxes on the distribution, sale, transfer, use, or possession of motor vehicle
fuel and special fuel within the Nisqually Reservation. Each party to this Agreement respects the
sovereignty of the other and desires to work within the framework of a government-to-
government relationship.

1.4.  The parties acknowledge that, pursuant to chapters 82.36 and 82.38 RCW, the
State imposes state fuel taxes on motor vehicle fuel suppliers and importers and special fuel

suppliers and importers, the revenue from which is used exclusively for highway purposes. The
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equivalent thereto on: Planning, construction, and maintenance of roads, bridges, boat ramps;
transit services and facilities; transportation planning; police services; and other highway-related
purposes. For the purposes of this paragraph 4.7, in any fiscal year in which the Tribe’s
expenditures for the permissible iransportation purposes exceed fuel tax refund receipts, the
Tribe may carry forward the additional expenditure amount as a credit against the requirement of
permissible transportation expenditures in any subsequent year, up to ten (10) years. If the
Tribe’s expenditures do not equal the amount of the refund received in any fiscal year, the Tribe
shall maintain that amount of funds in a dedicated account, the proceeds of which shall only be
spent for the permissible transportation purposes. The Tribe shall maintain records as necessary

to demonstrate its compliance with this paragraph 4.7.

Records and Audit Provisions

4.8. The Tribe shall maintain:

a. invoices showing the number of gallons of motor vehicle fuel and
special fuel purchased by the tribe for resale at tribal retail stations,
b. maintain records to document the use of fuel tax proceeds or their

equivalent for the purposes identified in paragraph 4.7 of this Agreement,

and

c. Internal Revenue Service (IRS) Form 4136 and detail schedules reflecting the
number of gallons claimed for refund for Federal fuel tax purposes.

The Tribe shall maintain such records for a minimum of three years, and for up to ten
(10) years if the “carry-forward” or “banking” provisions of paragraph 4.7 are implemented.

4.9  The Tribe shall cause an audit to be performed annually or at such other interval
as shall be agreed by the parties, by an independent third party auditor who shall be a certified
public accountant in good standing, to review such records as are necessary to certify the number
of gallons of motor vehicle and special fuel purchased by the Tribe for re-sale at Tribal filling
stations, the amount of State tax included in the price of the fuel purchased by the Tribe, and the

use of Fuel Tax proceeds or their equivalent for the purposes identified in paragraph 4.7 above.
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