OFFICIAL STATEMENT DATED MAY 2, 2012

LTGO UTGO

Moody’s Rating: Aal Aaa

New Issue Standard & Poor’s Rating: AAA  AAA
Book-Entry Only Fitch Rating: AA+ AAA

(See “Other Bond Information—Ratings on the Bonds.”)

In the opinion of Bond Counsel, under existing federal law and assuming compliance with applicable requirements of the Internal Revenue Code of
1986, as amended, that must be satisfied subsequent to the issue date of the Bonds, interest on the Bonds is excluded from gross income for federal
income tax purposes and is not an item of tax preference for purposes of the alternative minimum tax applicable to individuals. However, while
interest on the Bonds also is not an item of tax preference for purposes of the alternative minimum tax applicable to corporations, interest on the
Bonds received by corporations is taken into account in the computation of adjusted current earnings for purposes of the alternative minimum tax
applicable to corporations, interest on the Bonds received by certain S corporations may be subject to tax, and interest on the Bonds received by
foreign corporations with United States branches may be subject to a foreign branch profits tax. Receipt of interest on the Bonds may have other
federal tax consequences for certain taxpayers. See “Legal and Tax Information” herein.

THE CITY OF SEATTLE, WASHINGTON
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LIMITED TAX GENERAL OBLIGATION UNLIMITED TAX GENERAL OBLIGATION
IMPROVEMENT AND REFUNDING BONDS, 2012 REFUNDING BONDS, 2012
DATED: DATE OF INITIAL DELIVERY DUE: LTGO BONDS—SEPTEMBER 1, AS SHOWN ON PAGE i

UTGO BONDS—DECEMBER 1, AS SHOWN ON PAGE ii

The City of Seattle Limited Tax General Obligation Improvement and Refunding Bonds, 2012 (the “LTGO Bonds”), and Unlimited
Tax General Obligation Refunding Bonds, 2012 (the “UTGO Bonds”) will be issued as fully registered bonds under a book-entry
only system, registered in the name of Cede & Co. as bondowner and nominee for The Depository Trust Company, New York,
New York (“DTC”). The LTGO Bonds and the UTGO Bonds together are referred to in this Official Statement as the “Bonds.”

DTC will act as initial securities depository for the Bonds. Individual purchases of the Bonds will be made in book-entry form in
denominations of $5,000 or any integral multiple thereof within a maturity of a series of the Bonds. Purchasers will not receive
certificates representing their interest in the Bonds. Interest on the LTGO Bonds is payable semiannually on each March 1 and
September 1, beginning September 1, 2012. Interest on the UTGO Bonds is payable semiannually on each June 1 and December 1,
beginning December 1, 2012. The principal of and interest on the Bonds are payable by the City’s Bond Registrar, currently the
fiscal agent of the State of Washington (currently The Bank of New York Mellon in New York, New York), to DTC, which is
obligated in turn to remit such payments to its participants for subsequent disbursement to beneficial owners of the Bonds, as
described in “Description of the Bonds—Book-Entry Transfer System” and in Appendix D.

The LTGO Bonds are being issued to refund certain outstanding bonds of The City of Seattle (the “City”), to pay for part of the costs of
various projects, and to pay the administrative costs of the refunding and the costs of issuing the LTGO Bonds. The UTGO Bonds
are being issued to refund certain outstanding bonds of the City and to pay the administrative costs of the refunding and the costs of
issuing the UTGO Bonds. See “Use of Proceeds.”

The LTGO Bonds are subject to redemption prior to maturity as described herein. See “Description of the Bonds—Redemption of
Bonds.” The UTGO Bonds are not subject to redemption prior to maturity.

The Bonds are general obligations of the City. The LTGO Bonds are secured by the City’s irrevocable pledge to include in its
annual budget and to levy taxes annually within the constitutional and statutory tax limitations provided by law without a vote of
the electors of the City on all of the taxable property within the City in an amount sufficient, together with other money legally
available and to be used therefor, to pay when due the principal of and interest on the LTGO Bonds. The UTGO Bonds are secured
by the City’s irrevocable pledge to include in its annual budget and to levy taxes annually without limitation as to rate or amount on
all of the taxable property within the City in an amount sufficient, together with other money legally available and to be used
therefor, to pay when due the principal of and interest on the UTGO Bonds. The full faith, credit and resources of the City are
pledged irrevocably for the annual levy and collection of the respective taxes pledged to the Bonds and the prompt payment of the
principal of and interest on the Bonds.

The Bonds do not constitute a debt of the State of Washington or any political subdivision thereof other than the City.

The Bonds are offered for delivery by the initial purchaser(s) when, as and if issued, subject to the approving legal opinions of Foster
Pepper PLLC, Seattle, Washington, Bond Counsel. The forms of Bond Counsel’s opinions are attached hereto as Appendix A. It is
expected that the Bonds will be available for delivery at DTC'’s facilities in New York, New York, or delivered to the Bond Registrar
on behalf of DTC by Fast Automated Securities Transfer on or about May 16, 2012.

This cover page contains certain information for quick reference only. It is not a summary of this issue. Investors must read the entire official
statement to obtain information essential in making an informed investment decision.



No dealer, broker, salesperson, or other person has been authorized by the City to give any information or to make any
representations with respect to the Bonds other than those contained in this Official Statement, and, if given or made, such
other information or representations must not be relied upon. This Official Statement does not constitute an offer to sell or
the solicitation of an offer to buy the Bonds, nor shall there be any sale of the Bonds by any person in any jurisdiction in
which it is unlawful for such person to make such offer, solicitation, or sale.

The information set forth herein has been furnished by the City, DTC, and certain other sources that the City believes to be
reliable. The information and expressions of opinion contained herein are subject to change without notice. Any statements
made in this Official Statement involving matters of opinion or estimates, whether or not so expressly stated, are set forth as
such and not as representations of fact or representations that the estimates will be realized. Summaries of documents do not
purport to be complete statements of their provisions, and all such summaries are qualified by references to the entire contents
of the summarized documents.

Neither the City’s independent auditors, nor any other independent accountants, have compiled, examined, or performed
any procedures with respect to this Official Statement or any financial information contained herein, nor have they expressed
any opinion or any other form of assurance on such information or its achievability, and assume no responsibility for, and
disclaim any association with, this Official Statement and such projected financial information.

The information and expressions of opinion herein are subject to change without notice, and neither the delivery of this
Official Statement nor any sale made hereunder shall, under any circumstances, create any implication that there has been
no change in the affairs of the City since the date hereof.

The presentation of certain information, including tables of receipts from taxes and other revenues, is intended to show recent
historical information and is not intended to indicate future or continuing trends in the financial position or other affairs of
the City. No representation is made that past experience, as it may be shown by such financial and other information, will
continue to be repeated in the future.

This Official Statement contains forecasts, projections, and estimates that are based upon expectations and
assumptions that existed at the time such forecasts, profections, and estimates were prepared. In light of the important
Sactors that may materially affect forecasted conditions, the inclusion in this Official Statement of such forecasts,
projections, and estimates should not be regarded as a representation by the City that such forecasts, projections, and
estimates will occur. Such forecasts, projections, and estimates are not intended as representations of fact or as
guarantees of results. If and when included in this Official Statement, the words “plan,” “expect,” “forecast,”
“estimate,” “budget,” “project,” “‘intends,” ‘“anticipates,” and similar words are intended to identify forward-
looking statements, and any such statements inherently are subject to a variety of risks and uncertainties that could
cause actual results to differ materially from those projected. Such risks and uncertainties include, among others,
general economic conditions, changes in political conditions, weather conditions, social and economic conditions,
regulatory initiatives and compliance with governmental regulations, litigation, and various other events, conditions,
and circumstances, many of which are beyond the control of the City. These forward-looking statements speak only as
of the date they were prepared.

This Official Statement is not to be construed as a contract with the purchasers of the Bonds.

The Bonds have not been registered under the Securities Act of 1933, as amended, in reliance upon a specific exemption
contained in such act, nor have they been registered under the securities laws of any state.



MATURITY SCHEDULE

THE CITY OF SEATTLE, WASHINGTON
$75,590,000
LIMITED TAX GENERAL OBLIGATION IMPROVEMENT AND REFUNDING BONDS, 2012

Due Interest
September 1 Amounts Rates Yields CUSIP Numbers"”

2012 $ 220,000 2.00% 0.230% 812626123
2013 2,540,000 3.00 0.300 812626131
2014 3,005,000 4.00 0.400 812626149
2015 3,115,000 5.00 0.580 812626L56
2016 4,790,000 5.00 0.760 812626L64
2017 5,020,000 5.00 0.950 812626L72
2018 3,490,000 5.00 1.170 812626180
2019 3,660,000 5.00 1.410 812626198
2020 3,835,000 5.00 1.650 812626M22
2021 4,025,000 5.00 1.880 812626M30
2022 4,240,000 5.00 2.060? 812626M48
2023 4,120,000 5.00 2.2009 812626M55
2024 5,405,000 5.00 2.3409@ 812626M63
2025 5,345,000 5.00 2.480? 812626M71
2026 3,160,000 5.00 2.600? 812626M89
2027 3,315,000 3.00 3.082 812626M97
2028 3,015,000 4.00 3.1409 812626N21
2029 3,135,000 4.00 3.2209 812626N39
2030 3,255,000 4.00 3.280% 812626N47
2031 3,375,000 4.00 3.3409 812626N54
2032 3,525,000 4.00 3.400? 812626N62

(1) The CUSIP data herein are provided by CUSIP Global Services, managed on behalf of the American Bankers Association by
Standard & Poor’s. CUSIP numbers are not intended to create a database and do not serve in any way as a substitute for CUSIP
service. CUSIP numbers have been assigned by an independent company not affiliated with the City and are provided solely for
convenience and reference. The CUSIP number for a specific maturity is subject to change after the issuance of the Bonds. Neither
the City nor the successful bidder take responsibility for the accuracy of the CUSIP numbers.

(2) Calculated to the March 1, 2022, par call date.



MATURITY SCHEDULE

THE CITY OF SEATTLE, WASHINGTON
$46,825,000
UNLIMITED TAX GENERAL OBLIGATION REFUNDING BONDS, 2012

Due Interest
December 1 Amounts Rates Yields CUSIP Numbers*

2012 $ 595,000 3.00% 0.25% 812626J83
2013 4,365,000 3.00 0.28 812626J91
2014 4,495,000 3.00 0.40 812626K24
2015 4,630,000 4.00 0.56 812626K32
2016 4,815,000 5.00 0.73 812626K40
2017 5,050,000 5.00 0.94 812626K57
2018 5,305,000 5.00 1.14 812626K65
2019 5,575,000 5.00 1.34 812626K73
2020 5,850,000 5.00 1.59 812626K81
2021 6,145,000 5.00 1.78 812626K99

The CUSIP data herein are provided by CUSIP Global Services, managed on behalf of the American Bankers Association by
Standard & Poor’s. CUSIP numbers are not intended to create a database and do not serve in any way as a substitute for CUSIP
service. CUSIP numbers have been assigned by an independent company not affiliated with the City and are provided solely for
convenience and reference. The CUSIP number for a specific maturity is subject to change after the issuance of the Bonds. Neither
the City nor the successful bidder take responsibility for the accuracy of the CUSIP numbers.
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OFFICIAL STATEMENT

THE CITY OF SEATTLE, WASHINGTON

$75,590,000 $46,825,000
LIMITED TAX GENERAL OBLIGATION UNLIMITED TAX GENERAL OBLIGATION
IMPROVEMENT AND REFUNDING BONDS, 2012 REFUNDING BONDS, 2012

The purpose of this Official Statement, which includes the cover, inside cover, and appendices, is to set forth
certain information concerning The City of Seattle, Washington (the “City”), a municipal corporation duly
organized and existing under and by virtue of the laws of the State of Washington (the “State”), in connection
with the offering of $75,590,000 aggregate principal amount of its Limited Tax General Obligation
Improvement and Refunding Bonds, 2012 (the “LTGO Bonds”), and $46,825,000 aggregate principal amount
of its Unlimited Tax General Obligation Refunding Bonds, 2012 (the “UTGO Bonds”), dated the date of their
initial delivery. Together, the LTGO Bonds and the UTGO Bonds are referred to in this Official Statement as
the “Bonds.”

The Bonds are to be issued by the City pursuant to Titles 35 and 39 of the Revised Code of Washington
(“RCW?”) and the Seattle City Charter, Ordinances 123751 and 121651, as amended by Ordinance 122286,
and Resolutions 31377 (for the LTGO Bonds) and 31376 (for the UTGO Bonds) (collectively, the “Bond
Legislation”).

Appendix A to this Official Statement is the forms of the legal opinions of Foster Pepper PLLC of Seattle,
Washington (the “Bond Counsel”). Appendix B contains the City’s 2010 Comprehensive Annual Financial
Report. Appendix C provides economic and demographic information for the City. AppendixD is a
description provided on its website by The Depository Trust Company, New York, New York (“DTC”), of
DTC procedures with respect to book-entry bonds. Capitalized terms that are not defined herein have the
meanings set forth in the Bond Legislation.

DESCRIPTION OF THE BONDS

Registration and Denomination

The Bonds are issuable only as fully registered bonds under a book-entry transfer system, registered in the
name of Cede & Co. as bondowner and nominee for DTC. DTC will act as initial securities depository for the
Bonds. Purchasers will not receive certificates representing their interest in the Bonds purchased. The Bonds
will be issued in denominations of $5,000 or any integral multiple thereof within a maturity of a series of the
Bonds.

The Bonds will be dated the date of their initial delivery. The LTGO Bonds mature on September 1 in the
years and amounts set forth on page i of this Official Statement. The UTGO Bonds mature on December 1 in
the years and amounts set forth on page ii of this Official Statement. Interest on the LTGO Bonds is payable
semiannually on each March 1 and September 1, beginning September 1, 2012, at the rates set forth on page 1
of this Official Statement. Interest on the UTGO Bonds is payable semiannually on each June 1 and
December 1, beginning December 1, 2012, at the rates set forth on page 1 of this Official Statement. Interest
on the Bonds will be computed on the basis of a 360-day year consisting of twelve 30-day months.

The principal of and interest on the Bonds are payable by the City’s Bond Registrar, currently the fiscal agent
of the State of Washington (currently The Bank of New York Mellon in New York, New York), to DTC,
which is obligated in turn to remit such payments to its participants for subsequent disbursement to beneficial
owners of the Bonds, as described herein under “Book-Entry Transfer System” and in Appendix D.



Redemption of the Bonds

Optional Redemption—LTGO Bonds. The LTGO Bonds maturing on and before September 1, 2021, are not
subject to redemption prior to maturity. The City reserves the right and option to redeem the LTGO Bonds
maturing on and after September 1, 2022, prior to their stated maturity dates at any time on and after March 1,
2022, as a whole or in part, at a price of par plus accrued interest to the date fixed for redemption.

UTGO Bonds. The UTGO Bonds are not subject to redemption prior to maturity.

Selection of LTGO Bonds for Redemption. If fewer than all of the LTGO Bonds subject to redemption are to be
optionally redeemed prior to maturity, the City will select the maturity or maturities to be redeemed. If fewer
than all of the bonds of a single maturity of LTGO Bonds are to be redeemed prior to maturity, then:

@) if such LTGO Bonds are in book-entry form at the time of such redemption, DTC is required to select
the specific LTGO Bonds in accordance with the Letter of Representations, and

(i1) if such LTGO Bonds are not in book-entry form at the time of such redemption, the Bond Registrar is
required to select the specific Bonds for redemption randomly or in such manner as the Bond
Registrar in its discretion may deem to be fair and appropriate.

The portion of any LTGO Bond of an amount more than $5,000 to be redeemed will be in the principal
amount of $5,000 or any integral multiple thereof, to be selected, as the case may be, by DTC in accordance
with the Letter of Representations or by the Bond Registrar in such manner as the Bond Registrar in its
discretion may deem to be fair and appropriate.

Notice of Redemption. Notice of any intended redemption of LTGO Bonds will be given not less than 20 nor
more than 60 days prior to the date fixed for redemption by first-class mail, postage prepaid, to the registered
owner of any LTGO Bond to be redeemed at the address appearing on the Bond Register at the time the Bond
Registrar prepares the notice. The notice requirements will be deemed to have been fulfilled when notice is
mailed, whether or not it actually is received by the owner of any LTGO Bond. As long as the LTGO Bonds
are held in book-entry form, notices will be given in accordance with procedures established by DTC. See
“Description of the Bonds—Book-Entry Transfer System” and Appendix D.

In the case of an optional redemption, the notice may state that the City retains the right to rescind the
redemption notice and the related optional redemption of the LTGO Bonds by giving a notice of rescission to
the affected registered owners at any time on or prior to the scheduled optional redemption date. Any notice
of optional redemption that is so rescinded will be of no effect, and the LTGO Bonds for which the notice of
optional redemption has been rescinded will remain outstanding.

Effect of Redemption. Interest on LTGO Bonds called for redemption will cease to accrue on the date fixed for
redemption unless the notice of redemption has been duly rescinded or the LTGO Bonds called are not
redeemed when presented pursuant to the call.

No Acceleration of the Bonds

The Bonds are not subject to acceleration upon the occurrence of a default. The City, therefore, would be
liable only for principal and interest payments as they become due. In the event of multiple defaults in
payment of principal of or interest on the Bonds, the registered owners would be required to bring a separate
action for each such payment not made. If the City encounters difficulties in making timely payment of debt
service on its various general obligations, this could give rise to a difference in interests between registered
owners of earlier and later maturing Bonds.

Purchase

The City reserves the right to purchase in the open market any of the Bonds at any time at any price acceptable
to the City plus accrued interest to the date of purchase.



Book-Entry Transfer System

Book-Entry Bonds. DTC will act as initial securities depository for the Bonds. The ownership of one fully
registered Bond for each maturity of each series of the Bonds, as set forth on pages i and ii of this Official
Statement, each in the aggregate principal amount of such maturity, will be registered in the name of Cede &
Co., as nominee for DTC. See Appendix D for additional information. As indicated therein, certain information
in Appendix D has been obtained from DTC’s website. The City makes no representation as to the accuracy or completeness
of the information in Appendix D provided by DTC. Purchasers of the Bonds should confirm this information with DTC or
its participants.

Termination of Book-Entry Transfer System. 1f DTC resigns as the securities depository and the City is unable to
retain a qualified successor to DTC, or if the City determines that a continuation of the book-entry transfer
system is not in the best interest of the City, the City will deliver at no cost to the beneficial owners of the
Bonds or their nominees Bonds in registered certificate form, in the denomination of $5,000 or any integral
multiple thereof within a maturity and a series of the Bonds. Thereafter, the principal of the Bonds will be
payable upon the presentation and surrender thereof at the principal office of the Bond Registrar. Interest on
the Bonds will be payable by check or draft mailed by the Bond Registrar on the interest payment date to the
registered owners at the address appearing upon the Bond Register on the 15th day of the month next
preceding an interest payment date, or, at the written request of a registered owner of $1,000,000 or more in
aggregate principal amount of Bonds, by wire transfer. The Bonds then will be transferable as provided in the
Bond Legislation.

Refunding or Defeasance of Bonds

The City may issue refunding obligations or use money available from any other lawful source to redeem,
retire, release, refund, or defease the Bonds (the “Defeased Bonds”). If sufficient money and/or Government
Obligations (taking into account known earned income from the investment thereof) are set aside in a special
fund pledged irrevocably to the redemption, retirement, release, refunding, or defeasance of the Defeased
Bonds (the “Trust Account”), then all right and interest of the owners of the Defeased Bonds in the covenants
of the Bond Legislation and in the fund and accounts pledged to the payment of the Defeased Bonds will cease
and become void. Such owners thereafter will receive payment of the principal of and interest or redemption
price on the Defeased Bonds from the Trust Account.

The term “Government Obligations” has the meaning given in RCW 39.53.010 RCW, currently: (i) direct
obligations of, or obligations the principal of and interest on which are unconditionally guaranteed by, the
United States of America, and bank certificates of deposit secured by such obligations; (ii) bonds, debentures,
notes, participation certificates, or other obligations issued by the Banks for Cooperatives, the Federal
Intermediate Credit Bank, the Federal Home Loan Bank system, the Export-Import Bank of the United States,
Federal Land Banks or the Federal National Mortgage Association; (iii) public housing bonds and project
notes fully secured by contracts with the United States; and (iv) obligations of financial institutions insured by
the Federal Deposit Insurance Corporation or the Federal Savings and Loan Insurance Corporation, to the
extent insured or to the extent guaranteed as permitted under any other provision of State law.

After the establishing and full funding of such a Trust Account, the City then may apply any money in any
other fund or account established for the payment or redemption of the Defeased Bonds to any lawful
purposes as it may determine.

USE OF PROCEEDS

LTGO Bonds. The LTGO Bonds are being issued to refund certain outstanding bonds of the City as described
below under “Refunding Plan,” to pay for part of the costs of various projects, and to pay the administrative
costs of the refunding and the costs of issuing the LTGO Bonds.



UTGO Bonds. The UTGO Bonds are being issued to refund certain outstanding bonds of the City, as described
below under “Refunding Plan,” and to pay the administrative costs of the refunding and the costs of issuing
the UTGO Bonds.

Sources and Uses of Funds

The proceeds of the Bonds will be applied as follows:

LTGO BONDS UTGO BONDS

SOURCES OF FUNDS

Par Amount of Bonds $ 75,590,000 $ 46,825,000
Net Original Issue Premium 12,580,545 9,128,405
Total Sources of Funds $ 88,170,545 $ 55,953,405
USES OF FUNDS

Project Fund Deposit $ 31,081,282 —
Refunding Escrow Deposit 56,673,729 $ 55,799,162
Costs of Issuance® 415,534 154,243
Total Uses of Funds $ 88,170,545 $ 55,953,405

* Includes legal fees, financial advisory and rating agency fees, verification agent and escrow agent fees, printing costs, underwriters’
discount, and other costs of issuing the Bonds and refunding the Refunded Bonds.

Refunding Plan

The City intends to refund all or a portion of the City’s outstanding callable Limited Tax General Obligation
Improvement and Refunding Bonds, 2002, Limited Tax General Obligation Improvement and Refunding
Bonds, 2003, and Limited Tax General Obligation Improvement and Refunding Bonds, 2005 (together, the
“LTGO Refunded Bonds”), set forth below. The refunding is being undertaken to achieve debt service
savings.



LTGO REFUNDED BONDS

Maturity Par Interest CuUSIP
Bond Date Amount Rate Call Price Call Date Number
Limited Tax General Obligation Improvement and Refunding Bonds, 2002
Serials 07/01/2013 $ 1,400,000 5.000% 100% 07/01/2012  812626F79
07/01/2014 1,475,000 5.000 100 07/01/2012  812626F87
07/01/2015 1,550,000 5.000 100 07/01/2012  812626F95
07/01/2016 1,635,000 5.000 100 07/01/2012  812626G29
07/01/2017 1,720,000 5.000 100 07/01/2012  812626G37
07/01/2024 1,730,000 5.125 100 07/01/2012  812626KJ7
07/01/2025 1,810,000 5.125 100 07/01/2012  812626KK4
Term Bond 07/01/2027 3,910,000 5.125 100 07/01/2012  812626KM0
Term Bond 07/01/2032 11,690,000 5.200 100 07/01/2012  812626KS7
Subtotal $ 26,920,000

Limited Tax General Obligation Improvement and Refunding Bonds, 2003

Serials 08/01/2014 $ 440,000 4.000% 100% 08/01/2013  812626YPS8
08/01/2015 450,000 4.125 100 08/01/2013  812626YQ6
08/01/2016 470,000 4.250 100 08/01/2013  812626YR4
08/01/2017 490,000 4.250 100 08/01/2013  812626YS2
08/01/2018 515,000 4.375 100 08/01/2013  812626YTO
08/01/2019 540,000 4.500 100 08/01/2013  812626YU7
08/01/2020 560,000 5.000 100 08/01/2013  812626YV5
08/01/2021 590,000 5.000 100 0870172013  812626YW3
08/01/2022 620,000 5.000 100 08/01/2013  812626YX1
08/01/2023 645,000 5.000 100 08/01/2013  812626YY9

Subtotal $ 5,320,000

Limited Tax General Obligation Improvement and Refunding Bonds, 2005

Serials 08/01/2016 $ 1,610,000 * 5.000% 100% 08/01/2015  812626PM5
08/01/2017 1,695,000 * 5.000 100 08/01/2015  812626PN3
08/01/2018 1,770,000 * 5.000 100 08/01/2015  812626PP8
08/01/2019 1,865,000 * 5.000 100 08/01/2015  812626PQ6
08/01/2020 1,950,000 * 4.375 100 08/01/2015  812626PR4
08/01/2021 2,035,000 * 5.000 100 08/01/2015  812626PS2
08/01/2022 2,145,000 * 5.000 100 08/01/2015  812626PT0
08/01/2023 2,245,000 * 5.000 100 08/01/2015  812626PU7
08/01/2024 2,360,000 * 5.000 100 0870172015  812626PV5
08/01/2025 2,485,000 * 5.000 100 08/01/2015  812626PW 3

Subtotal $ 20,160,000

Total $ 52,400,000

*  Partial maturities.

The City intends to refund all of the City’s outstanding callable Unlimited Tax General Obligation
Improvement and Refunding Bonds, 2002 (the “UTGO Refunded Bonds,” and together with the LTGO



Refunded Bonds, the “Refunded Bonds”), as set forth below. The refunding is being undertaken to achieve
debt service savings.

UTGO REFUNDED BONDS
Maturity Par CUuUSIP
Bond Date Amount Coupon Call Price Call Date Numbers
Unlimited Tax General Obligation Improvement and Refunding Bonds, 2002
Serials 12/01/2013 $ 5,040,000 4.000% 100% 12/01/2012 812626LRS8
12/01/2014 5,240,000 4.000 100 12/01/2012 812626LS6
12/01/2015 5,450,000 4.000 100 12/01/2012 812626LT4
12/01/2016 5,670,000 4.125 100 12/01/2012 812626LU1
12/01/2017 5,900,000 4.200 100 12/01/2012 812626LV9
12/01/2018 6,150,000 4.300 100 12/01/2012  812626LW7
12/01/2019 6,415,000 4.400 100 12/01/2012 812626LX5
12/01/2020 6,695,000 4.500 100 12/01/2012 812626LY3
12/01/2021 7,000,000 4.600 100 12/01/2012 812626LZ0
Total $ 53,560,000

The City will enter into a Refunding Trust Agreement with U.S. Bank, National Association, as Refunding
Trustee, upon the delivery of the Bonds, to provide for the refunding of the Refunded Bonds. The Refunding
Trust Agreement creates an irrevocable trust fund to be held by the Refunding Trustee and to be applied solely
to the payment of the Refunded Bonds. A portion of the proceeds of the Bonds will be deposited with the
Refunding Trustee and will be invested in Government Obligations that will mature and bear interest at rates
sufficient to pay the principal of and accrued interest coming due on the redemption date of the Refunded
Bonds.

The Government Obligations and earnings thereon will be held solely for the benefit of the registered owners
of the Refunded Bonds.

The mathematical accuracy of (i) the computations of the adequacy of the maturing principal amounts of and
interest on the Government Obligations to be held by the Refunding Trustee to pay principal of and interest on
the Refunded Bonds as described above, and (ii) the computations supporting the conclusion of Bond Counsel
that the Bonds are not “arbitrage bonds” under Section 148 of the Code, will be verified by Causey Demgen &
Moore, Inc., independent certified public accountants.

SECURITY FOR THE BONDS

The Bonds are general obligations of the City. The full faith, credit and resources of the City are pledged
irrevocably for the annual levy and collection of the taxes pledged to the Bonds and the prompt payment of the
principal of and interest on the Bonds. The Bonds do not constitute a debt or indebtedness of the State or any
political subdivision thereof other than the City.

LTGO Bonds

The LTGO Bonds are secured by the City’s irrevocable pledge to include in its budget and to levy taxes
annually within the constitutional and statutory tax limitations provided by law without a vote of the electors
of the City on all of the taxable property within the City in an amount sufficient, together with other money
legally available and to be used therefor, to pay when due the principal of and interest on the LTGO Bonds.



UTGO Bonds

The UTGO Bonds are secured by the City’s irrevocable pledge to include in its budget and to levy taxes
annually without limitation as to rate or amount on all of the taxable property within the City in an amount
sufficient, together with other money legally available and to be used therefor, to pay when due the principal of
and interest on the UTGO Bonds.

GENERAL FUND REVENUE SOURCES

The following table sets forth sources of General Fund revenues for the years 2006 through 2010:

TABLE 1
GENERAL FUND REVENUE SOURCES
($000)
2010 2009 2008 2007 2006

Taxes

General Property $ 250,430 $ 245,543 $ 238,258 $ 213,694 $ 209,697

Retail Sales and Use 146,970 150,515 171,917 171,847 155,311

Business 223,482 228,960 217,304 225,470 197,955

Excise 28,998 27,879 36,257 77,101 58,572

Other - - - - 7,025

Penalties and Interest 3,202 3,644 2,193 3,859 3,004

Interfund Business 108,088 100,368 79,526 78,169 74,799
Total Taxes $ 761,170 $ 756,909 § 745455 $ 770,140 $ 706,363
License and Permits $ 20,401 $ 19,333 $ 18,269 $ 22,680 $ 19,953
Grants, Shared Revenues and Contributions 31,412 28,208 19,725 18,061 21,008
Charges for Services 66,863 69,018 62,547 64,750 52,924
Fines and Forfeits 30,936 28,519 22,110 19,498 18,320
Miscellaneous 43,242 40,421 46,557 62,750 44 389
Total General Fund Revenues $ 954,024 $ 942,408 $ 914,663 $ 957,879 $ 862,957

Source: City of Seattle Comprehensive Annual Financial Reports, 2006-2010

Major sources of General Fund revenues are described below.

General Property Taxes

The following provides a general description of the City’s authority with regards to ad valorem property taxes
and limitations on that authority, the method of determining the assessed value of real and personal property,
tax collection procedures, and tax collection information.

Authorized Property Taxes. The City is authorized to levy both “regular” property taxes and “excess” property
taxes.

(1)  Regular Property Taxes. Regular property taxes are subject to constitutional and statutory limitations as
to rates and amounts and commonly are imposed by taxing districts for general municipal purposes,
including the payment of debt service on limited tax general obligation indebtedness, such as the LTGO
Bonds. Regular property taxes do not require voter approval except as described below.

(1)  Excess Property Taxes. Excess property taxes are not subject to limitation as to rate or amount but must
be authorized by a 60% approving popular vote, as provided in Article VII, Section 2, of the State
Constitution and RCW 84.52.052. To be valid, such popular vote must have a minimum voter turnout
of 40% of the number who voted at the last City general election, except that one-year excess tax levies



also are valid if the turnout is less than 40% and the measure receives a number of affirmative votes equal
to or greater than 24% of the number who voted at the last City general election. Excess levies may be
imposed without a popular vote when necessary to prevent impairment of the obligations of contracts
when ordered to do so by a court of last resort. The issuance of the bonds ultimately being refunded by
the UTGO Bonds and the excess property taxes to be levied to pay principal of and interest on such
bonds were approved by the voters of the City on November 3, 1981. The UTGO Bonds are payable
from such excess property taxes.

Regular Property Tax Limitations. Regular property tax levies are subject to rate limitations and amount
limitations, as described below, and to the uniformity requirement of Article VII, Section 1, of the State
Constitution, which specifies that a taxing district (such as the City) must levy the same rate on the same class
of property throughout the district. The State Constitution provides that with certain limited exceptions, all
real estate constitutes one class. Aggregate property taxes may vary within the City due to the overlapping of
different taxing districts within the City. See “Representative Overlapping Levy Rates for City Residents,
Collection Year 2012” for an example of the levy rates of taxing districts that overlap within the City.

Information relating to regular property tax limitations and requirements is based on existing statutes and
constitutional provisions. Changes in such laws could alter the impact of other interrelated tax limitations on
the City. Under existing laws and circumstances, none of the property tax limitations currently affect the
ability of the City to levy regular property taxes at rates sufficient to pay the debt service on the LTGO Bonds.

(1)  Maximum Regular Property Tax Rate Limitations. The City’s effective maximum regular property tax levy
for municipal purposes, including the payment of debt service on limited tax general obligation
indebtedness such as the LTGO Bonds, is $3.60 per $1,000 of assessed value. This maximum rate
limitation is derived from two statutes: RCW 84.52.043 limits the regular property tax levy of the City to
$3.375/$1,000, and RCW 41.16.060 allows an additional $0.225/$1,000 as part of the regular tax levy
for any municipal purpose if not required to fund certain firefighter pension programs. Based on the
most recent actuarial valuation of the City’s firefighter pension programs, the City is not required to levy
the additional $0.225/$1,000 for these programs, making that taxing authority available for general
municipal purposes. However, the City has allocated a percentage of the regular tax levy to fund
firefighter pension programs. See “The City of Seattle—Pension Plans.”

Certain regular property taxes are not included within the $3.60/$1,000 limitation. The limitation is
exclusive of any levy for the maintenance of a local improvement guaranty fund, which may not exceed
the greater of (a) 12% of the outstanding obligations guaranteed by the fund or (b) the total amount of
delinquent assessments and interest accumulated on the delinquent assessments (RCW 35.54.060). The
limitation also is exclusive of certain voter-approved regular property taxes: (a)up to $0.50/$1,000 for
emergency medical services (authorized by RCW 84.52.069) and (b) up to $0.50/$1,000 to finance
affordable housing for very low income households (authorized by RCW 84.52.105). The City currently
does not levy property taxes for emergency medical services or for affordable housing. However, King
County (the “County”) imposes an emergency medical services levy throughout the County, including
within the City.

(i)  One Percent Aggregate Regular Property Tax Levy Rate Limitation. Aggregate regular property tax levies by
the State and all taxing districts, except port districts and public utility districts, are subject to a rate
limitation of 1% of the true and fair value of property (or $10.00/$1,000). This requirement is imposed
by Article VII, Section 2 of the State Constitution and RCW 84.52.050.

(iii) $5.90/81,000 Aggregate Regular Property Tax Levy Rate Limitation. Within the 1% limitation described
above, aggregate regular property tax levies by all taxing districts except the State, port districts and
public utility districts are subject to a rate limitation of $5.90/$1,000 of assessed value by
RCW 84.52.043(2). This limitation is exclusive of the voter-approved levies for emergency medical
services, very low income housing, the acquisition of conservation futures, certain metropolitan park
district levies, certain ferry district levies, a criminal justice levy, and portions of certain fire district and
flood control zone district levies.



If aggregate regular property tax levies exceed the $5.90/$1,000 limitation, then, in order to bring the
aggregate levy into compliance, the levies imposed by the County at the request of “junior” taxing
districts within the affected area are reduced or eliminated according to a detailed prioritized list
(RCW 84.52.010). Junior taxing districts are defined by RCW 84.52.043 as taxing districts other than
the State, counties, cities, towns, road districts, port districts, and public utility districts. If the 1%
limitation is exceeded, those levies described as being outside the $5.90/$1,000 limitation are reduced or
eliminated according to another detailed prioritized list.

(iv) Regular Property Tax Increase Limitation. The regular property tax increase limitation (chapter 84.55
RCW), limits the total dollar amount of regular property taxes levied by an individual local taxing
district such as the City to the amount of such taxes levied in the highest of the three most recent years
multiplied by a limit factor, plus an adjustment to account for taxes on new construction, improvements
and State-assessed property at the previous year’s rate. The limit factor is generally 101%, unless a
higher limit factor is approved by a majority of the voters. If a newly created taxing district is authorized
to levy regular property taxes, it can initiate its levy at the maximum permitted statutory levy rate, unless
that rate would exceed any of the limitations described above.

RCW 84.55.092 allows the property tax levy to be set at the amount that would be allowed if the tax levy
for taxes due in each year since 1986 had been set at the full amount allowed under chapter 84.55 RCW.
This is sometimes referred to as “banked” levy capacity. A taxing district such as the City may levy an
amount that is greater than what otherwise would be allowed by the tax increase limitation in
chapter 84.55 RCW only with the approval of a majority of its voters. This is known as a “levy lid lift.”
It does not authorize the taxing district to exceed the constitutional and statutory tax rate limitations
described above. Under RCW 84.55.050, a levy lid lift may be for an indefinite period of time or for a
limited period of time, may specify a rate of increase other than the limit factor for up to six consecutive
years, or may be restricted to satisfaction of a limited purpose. These features, in any combination, may
be included in the proposition presented to voters at the discretion of the taxing district.

The regular property tax increase limitation applies to the total dollar amount levied rather than to levy
rates. Therefore, if a taxing district levies within the limits described above (without a voter-approved
levy lid lift), increases in the assessed value of all property in the taxing district (excluding new
construction, improvements and State-assessed property) that exceed the rate of growth in taxes allowed
by the limit factor result in decreased regular tax levy rates. On the other hand, decreases in the assessed
value of all property in the taxing district (including new construction, improvements and State-assessed
property) or increases in such assessed value that are less than the rate of growth in taxes imposed,
among other events, may result in increased regular tax levy rates.

Assessed Value Determination. The County Assessor (the “Assessor”) determines the value of all real and
personal property throughout the County (including the City) that is subject to ad valorem taxation, with the
exception of certain public service properties for which values are determined by the State Department of
Revenue. The Assessor is an elected official whose duties and methods of determining value are prescribed
and controlled by statute and by detailed regulations promulgated by the State Department of Revenue.

For tax purposes the assessed value of property is 100% of its true and fair value. Since 1996, all property in
the County has been subject to on-site appraisal and revaluation every six years, and is revalued each year
based on annual market adjustments. Personal property is valued each year based on affidavits filed by the
property owner. The property is listed by the Assessor on a roll at its current assessed value and the roll is filed
in the Assessor’s office. The Assessor’s determinations are subject to revision by the County Board of Appeals
and Equalization and, if appealed, subject to further revision by the State Board of Tax Appeals. At the end of
the assessment year, in order to levy taxes payable the following year, the City Council receives the Assessor’s
final certificate of assessed value of property within the City.

Tax Collection Procedure. Property taxes are levied in specific amounts by the respective taxing districts.
Certain taxing districts must levy their taxes through the county legislative authority, and other taxing districts
(including the City) are authorized to levy taxes directly. The levies must be certified to the Assessor by



November 30. The rate for all taxes levied for all taxing districts is determined, calculated and fixed by the
Assessor based upon the assessed value of the property within the various taxing districts. The Assessor
extends the taxes to be levied within each taxing district on a tax roll which contains the total amount of taxes
levied and to be collected. The tax roll is delivered to the King County Treasury Division Manager (an
appointed official) who creates a tax account for each taxpayer and is responsible for the collection of taxes
due to each account. All taxes are due and payable on April 30 of each tax year, but if the amount due from a
taxpayer exceeds $50, one-half may be paid then and the balance must be paid no later than October 31 of that
year. The methods of giving notice of payment of taxes due, accounting for the money collected, dividing the
taxes collected among the various taxing districts, giving notice of delinquency, and collection procedures are
all covered by detailed statutes. Personal property taxes levied by the City are secured by a lien on the
personal property assessed. A federal tax lien filed before the City levies the personal property taxes is senior
to the City’s personal property tax lien. In addition, a federal civil judgment lien (but not a federal tax lien) is
senior to a lien for real property taxes levied by the City after the judgment lien has been recorded. In all other
respects, and subject to the possible “homestead exemption” described below, the lien for property taxes is
senior to all other liens or encumbrances of any kind on real or personal property subject to taxation. By law
the County may commence foreclosure of a tax lien on real property after three years have passed since the
first delinquency. State courts have not decided if the homestead law (chapter 6.13 RCW) gives the occupying
homeowner a right to retain the first $125,000 of proceeds of the forced sale of a family residence for
delinquent general property taxes. The United States Bankruptcy Court for the Western District of
Washington has held that the homestead exemption applies to the lien for property taxes, while the State
Attorney General has taken the position that it does not.

The following tables set forth financial information regarding the City’s tax collection record, ad valorem levy
rates and an example of representative overlapping levy rates for one levy code area of the City.

TABLE 2
CITY PROPERTY TAX COLLECTION RECORD

Taxable Ad Valorem Tax Collected Total Collected
Collection Year  Assessed Value Tax Levy Year Due* Asof12/31/11*
2012 $116,796,890,401  $382,656,189 N/A N/A
2011 119,424,060,925 365,494,860 98.45% 98.45%
2010 123,051,680,259 359,800,746 98.18% 99.52%
2009 137,195,493,756 354,064,528 98.12% 99.76%
2008 121,621,130,668 335,512,465 98.20% 99.97%
2007 106,208,487,451 339,875,863 98.28% 99.99%

*  Based on adjusted levy amounts.

Source:  King County Department of Assessments and Finance and City Department of Finance and Administrative Services
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TABLE 3
AD VALOREMLEVY RATES AND LEVY AMOUNTS OF THE CITY

Levy Rates
(Per $ 1000 of Assessed Value) Levy Amounts
Collection Year General* UTGO Bonds Total General* UTGO Bonds Total
2012 $3.12958 $0.14701 $3.27659 $365,625,854  $17,030,335 $382,656,189
2011 2.91279 0.14807 3.06086 347,951,272 17,543,588 365,494,860
2010 2.78928 0.13564 2.92492 343,232,198 16,568,548 359,800,746
2009 2.44741 0.13386 2.58127 335,813,292 18,251,236 354,064,528
2008 2.60108 0.17257 2.77365 314,771,853 20,740,612 335,512,465

The General Levy is subject to the $3.60 rate limit (see “General Property Taxes—Regular Property Tax Limitations”) and currently
includes nonvoted regular levies and voted levy lid lifts for the Pike Place Market, low-income housing, families and education, parks
and open space, fire facilities, and transportation. A levy lid lift to raise an additional $17 million per year (in 2013 dollars) over
seven years to support library services will appear on the August 2012 ballot.

Source:  King County Department of Assessments

TABLE 4
REPRESENTATIVE OVERLAPPING LEVY RATES FOR CITY RESIDENTS
COLLECTION YEAR 2012
(Per $1,000 of Assessed Value)

State Schools $2.42266
Seattle School District No. 1 2.40084
The City 3.27659
King County 1.41588
Port of Seattle 0.22982
Flood Zone 0.11616
Emergency Medical Services 0.30000
Ferry District 0.00372
Total $10.16567

Note: Levy rate paid by taxpayers within the City’s levy code area with the largest assessed value. This table includes both regular and
excess property tax levies. Excess tax levies are not subject to the rate or amount limitations described under “Regular Property
Tax Limitations.”

Source:  King County Department of Assessments
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Major Taxpayers. The following table presents the ten taxpayers within the City with the highest 2011
assessed value for tax collection year 2012.

TABLE 5
2012 PRINCIPAL PROPERTY TAXPAYERS

Percentage of

Total Assessed
Taxpayer* Type of Business Assessed Value Value (%)
The Boeing Company Aerospace $ 457,289,533 0.39
Union Square Limited Partnership Real Estate 432,828,807 0.37
Qwest Corporation Inc. Communications 429,151,431 0.37
Wright-Runstad & Co. Real Estate 354,130,107 0.30
Columbia Center Property Real Estate 277,271,002 0.24
City Centre Associates JV Real Estate 273,159,172 0.23
Martin Selig Real Estate 246,610,244 0.21
Puget Sound Energy Utility 202,097,251 0.17
Seatle Sheraton Hotel 195,227,459 0.17
Northwestern Mutual Life Real Estate 188,481,000 0.16
Total $  3,056,246,006 2.62

Total City Assessed Value for Tax Collection Year 2012 $ 116,796,890,401

*  Includes taxpayers paying real and personal property taxes as property owners. Excludes governmental entities or taxpayers paying
leasehold excise taxes based on rental payments for property they lease from governments.

Source:  King County Department of Assessments

Retail Sales and Use Taxes

The State first levied a retail sales tax and a corresponding use tax on taxable retail sales and uses of personal
property in 1935. Counties, cities and certain other municipal corporations are also authorized to levy various
sales and use taxes. Neither the State nor local governments in the State collect an income tax.

A sales tax of 9.5% is charged on all gross retail sales in the City. The 9.5% is a composite of separate rates for
several jurisdictions: 6.5% for the State, 0.85% for the City, 0.15% for the County for general purposes, 0.9%
for the County to support public transportation, 0.9% for the Central Puget Sound Regional Transit Authority,
0.1% for the County to support chemical dependency or mental health programs and 0.1% for the support of
criminal justice programs within the County. The first 10% of the criminal justice tax revenues is allocated to
the County. The remaining 90% of the criminal justice tax revenues is allocated to the County and cities
within the County based on population.

The sales tax currently is applied to a broad base of tangible personal property and selected services purchased
by consumers, including construction (labor and materials), machinery and supplies used by businesses,
services and repair of real and personal property, and many other transactions not taxed in other states. The
use tax supplements the sales tax by taxing the use of certain services and by taxing the use of certain personal
property on which a sales tax has not been paid (such as items purchased in a state that imposes no sales tax).
The State Legislature, and the voters through the initiative process, have changed the base of the sales and use
tax on occasion, and this may occur again in the future. Among the various items not currently subject to the
sales and use tax are most personal services, motor vehicle fuel, most food for off-premises consumption,
trade-ins and purchases for resale. Most lodging is not subject to the sales tax because the State Legislature has
limited the total sales taxes that may be imposed on lodging.
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Sales taxes on applicable retail sales are collected by the seller from the consumer. Use taxes are payable by
the consumer upon the applicable rendering of service or use of personal property. The County collects any
use tax imposed on the use of motor vehicles. Each seller (and the County) is required to hold taxes in trust
until remitted to the State Department of Revenue, which usually occurs on a monthly basis. The State
Department of Revenue administers and collects sales and use taxes from sellers, consumers and the County
and makes disbursements to the City on a monthly basis. Disbursements lag two months behind collections.
For a discussion of recent changes to sales and use taxes, see “Sales and Use Tax Streamlining” below.

Business Taxes

The City imposes a business and occupation (“B&0”) tax for the act or privilege of engaging in business
activities. The City imposes this B&O tax at varying rates, depending on the class of business, based on the
value of products, gross proceeds of sales or gross income of the business, as applicable. Certain businesses are
exempted, and deductions and credits are allowed. State law limits the maximum rate at which cities may
levy the B&O tax to 0.2%, but cities whose tax rates were higher than this level when the limit was imposed
can maintain their current tax rates. Some additional rate increases are possible within the parameters set by
State law, including voter approval. The City’s current rates range from 0.215% to 0.415%. The City’s tax is
in addition to the B&O tax imposed by the State.

The City imposes a utility B&O tax on the investor-owned natural gas, telephone and steam utilities operating
in the City at the 6% maximum rate permitted under State law without a vote of the electors and a utility B&O
tax on cable television utilities operating in the City at the rate of 10%.

The City imposes a utility B&O tax on the City-owned electric utility at the 6% maximum rate permitted
under State law without a vote of the electors and a utility B&O tax on the City-owned drainage utility and
solid waste utility at the rate of 11.5%, on the City-owned wastewater utility at the rate of 12% and on the
City-owned water utility at the rate of 15.54%. Under the City Charter, a City-owned utility may pay taxes to
the City only if sufficient revenue is available after paying debt service and the cost of necessary betterments
and replacements for the current year.

Real Estate Excise Taxes

The City imposes a real estate excise tax of one-half of 1% on sales of real property in the City. The proceeds
are used for qualifying capital projects. A portion of the revenue is used for the payment of certain of the
City’s general obligation bonds issued to finance those projects. The City’s tax is in addition to the current
State real estate excise tax of 1.28%.

Miscellaneous

In 2010, parking fees and rents accounted for approximately 62% of miscellaneous revenues.

Legislative Changes Affecting City Taxes

Recent and pending changes in tax legislation at both the state and national level could affect City revenues.
The authority of Washington local governments to impose taxes must be expressly granted by statute, and
from time to time, city taxing powers are adjusted by the State Legislature or by initiative measures. The
following are identified as pending developments in the law, but other legislation affecting the City’s taxing
power may be pending or may arise at any time.

Streamlined Sales Tax Project. In 2003, the State Legislature approved legislation authorizing the State’s
membership in the national Streamlined Sales and Use Tax Agreement (the “SSUTA”), in an effort to make
sales and use taxes in the State more uniform with other states. Congress has required that state sales taxes be
more uniform before Congress will permit taxation of interstate catalog and internet sales. In 2007, the State
Legislature adopted legislation fully conforming to the SSUTA. Effective July 1, 2008, the sales tax system
changed in the State from an origin-based system to a destination-based system. Under destination sourcing,
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sales taxes are credited to the taxing jurisdiction where the purchaser takes delivery of the goods (which may
differ from the point of sale with respect to goods delivered to the purchaser). The rate of the tax is now
determined by the local rate in the destination taxing jurisdiction.

The State Legislature enacted certain provisions to mitigate net losses in sales and use tax collections of local
taxing jurisdictions resulting from the change to a destination-based system. To qualify, the local taxing
jurisdiction must be negatively impacted by the legislation and the local sales tax must be in effect before
July 1, 2008, among other requirements. The State legislation requires the State Department of Revenue (the
“Department”) to determine each local jurisdiction’s annual losses, and distributions are required to be made
quarterly representing one-fourth of a jurisdiction’s annual loss less voluntary compliance revenue from the
previous quarter. Losses in sales tax revenues are based on a business-by-business comparison of sales patterns
in each jurisdiction before and after the change to destination-based sales tax. Mitigation payments are
distributed at the end of each quarter for the net loss experienced in the second preceding quarter. For
example, mitigation payments were made on December 30, 2011, for July through September (third quarter)
2011.

When a jurisdiction’s “voluntary compliance revenue” exceeds its loss of local sales tax revenue, the
jurisdiction will cease receiving mitigation payments. ‘“Voluntary compliance revenue” is the local sales tax
revenue gain to each local taxing jurisdiction reported to the Department by sellers in other states voluntarily
registered through the SSUTA. Money for mitigation is subject to appropriation by the State Legislature. The
City has been positively impacted by the State legislation and has not been eligible to receive mitigation
payments.

Business and Occupation Taxes. On June 29, 2011, the State Department of Revenue submitted a report to the
Governor regarding “Tax Simplification,” focusing on streamlining local business and occupation (“B&QO”)
taxes and business license fees, among other things. The City cannot predict whether any of these
recommendations will be adopted or implemented, whether the City would be required to participate or
comply, or whether any such changes would have an impact on City collections of such revenues. The 2012
State Legislature considered additional proposals concerning the collection of B&O taxes by cities, but the
results of that process and any resulting legislation cannot be predicted.

DEBT INFORMATION

The power of the City to contract debt of any kind is controlled and limited by State law. All debt must be
incurred in accordance with detailed budget procedures and paid from identifiable receipts and revenues. The
budget must be balanced for each fiscal year. It is unlawful for an officer or employee of the City to incur a
current liability in excess of budgetary appropriations.

General Obligation Debt Capacity

Under State statutes, City unlimited tax general obligation indebtedness backed by excess property taxes such
as the UTGO Bonds (subject to 60% approval by voters at an election with at least 40% turnout) is limited to
2.5% of assessed value for general purposes, 2.5% for certain utility purposes and 2.5% for open space, park
facilities and capital facilities associated with economic development. Within the 2.5% of assessed value for
general purposes, the City may, without a vote of the electors, incur general obligation indebtedness such as
the LTGO Bonds in an amount not to exceed 1.5% of assessed value. The combination of unlimited tax and
limited tax general obligation debt for general purposes cannot exceed 2.5% of assessed value and for all
purposes may not exceed 7.5% of assessed value. These State laws are subject to constitutional limits.

The City may incur indebtedness within the constitutional and statutory limitations on indebtedness without a

vote of the electorate in a number of ways. The most common are general obligation bonds, conditional sales
contracts and financing leases with an option to purchase.
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Debt Capacity and Debt Service Summaries

The following table sets forth the computation of the City’s estimated legal debt capacity as of December 31,
2011, based on a total assessed value for collection of taxes in 2012 of $117,503,213,124. Giving effect to the
issuance of the Bonds and the defeasance of the Refunded Bonds, there remains $1,073,879,637 of unlimited
tax general obligation debt capacity for general purposes and $828,320,005 of limited tax general obligation
debt capacity. The subsequent tables show the annual principal and interest due on the Bonds and all
outstanding general obligations of the City and the City’s net direct and overlapping debt and debt ratios.
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Assessed Value as of January 31, 2012@
$117,503,213,124

2.5% of AV
1.5% of AV

Debt Outstanding®®
The Bonds
Outstanding Bonds®
The Refunded Bonds
Accreted Value of 1998 E Bonds
Guarantee on PDA bonds®

Compensated Absences®

Total Debt Outstanding

Available Net Assets in
W]

)

Redemption and Other Funds
Compensated Absences for Sick Leave®

Net Debt Outstanding
Legal Debt Margin

TABLE 6

ESTIMATED LEGAL DEBT CAPACITY®

(as of December 31, 2011)

General Capacity

Special Purpose Capacity

A B
Voted
Non-Voted (2.5% less
(1.5% of AV) Column A)

Voter-Approved
Open Space and Parks
(2.5% of AV)

Voter-Approved
Utility Purpose

(2.5% of AV)

Total
Capacity
(7.5% of AV)

$ - $ 2937580328 $ 2937,580,328 $ 2937,580,328 $ 8,812,740,984
1,762,548,197 (1,762,548,197) : ;
$ 1,762,548,197 $ 1,175032,131 § 2,937,580,328 $ 2937,580,328 $ 8,812,740,984
$  (75590,0000 $  (46,825,000) $ $ - $  (122,415,000)
(770,080,000) (108,310,000) (1,350,000) (879,740,000)
52,400,000 53,560,000 - 105,960,000
(6,100,655) - - (6,100,655)
(77,075,000) - ; (77,075,000)
(79,673,741) : ; (79,673,741)

$  (956,119,396) $ (101,575,000) $ $ (1,350,000) $ (1,059,044,396)
$ 10226457 $ 422506 $ $ -8 10,648,963
11,664,747 ; - 11,664,747

$ (934228192 § (101,152,494) § ; $ (1,350,000) § (1,036,730,686)
$ 828,320,005 § 1,073,879,637 $ 2,937,580,328 $ 2,936,230,328 $ 7,776,010,298
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FOOTNOTES TO TABLE:

M

@

©)

4
®

©)

0

Debt limits are established by State law in RCW 39.36.020 and 35.42.200 within State constitutional limits. See “General
Obligation Debt Capacity.” The figures in this table do not include $20.6 million (December 31, 2011) of outstanding City
obligations to repay loans from the Washington State Public Works Assistance Account, as the State’s statutory debt limits do not
apply to amounts borrowed from the State and federal governments under chapter 39.36 RCW. However, Public Works Assistance
Account indebtedness does count within the limits in Article VIII of the State Constitution, which prohibits the City’s debt from
exceeding 1.5% of the assessed value of taxable property without a vote of the people or a total of 5.0% of the assessed value of
taxable property for general municipal purposes with a vote of the people. Inclusion of these loans does not cause the City to exceed
this constitutional limitation.

Under RCW 39.36.015, the debt limitation for cities is based on the “last assessment for city purposes” And includes “the actual
value of the taxable property” in the City, as those terms are used in State law This assessment was issued as of January 31, 2012,
for taxes payable in 2012.

State law and the State Auditor’s Office require that the liabilities for warrants outstanding and other miscellaneous obligations of
the General Fund, other tax-supported funds, and internal service funds be included as debt in calculating the legal debt margin,
except when cash, investments, and other cash-equivalent assets in any of these individual funds exceed current liabilities.

Excludes the 1998 Series E deferred interest bonds.

The City has guaranteed bonds issued by the following public corporations established by the City: the Pike Place Market
Preservation and Development Authority, the Seattle Indian Services Commission, the Museum Development Authority, and the
Seattle-Chinatown International District Preservation Development Authority.

As of December 31, 2010. The State Auditor’s Office requires that the liability for compensated absences, to the extent that it is a
certain obligation of a determined amount or employee vested, be included as debt in calculating the legal debt margin. All
compensated absences except the sick leave estimate meet this criteria.

As of December 31, 2010. Excludes available net assets in the Local Improvement Guaranty Fund and the Interfund Notes Payable
Fund because special assessment bonds related to them, if any, are not included in the computation of legal debt margin.
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2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034

Total

TABLE 7
SUMMARY OF GENERAL OBLIGATION DEBT SERVICE REQUIREMENTS

Unlimited Tax Limited Tax Unlimited and Limited
Qutstanding Bonds'” The UTGO Bonds Outstanding Bonds® The LTGO Bonds Total (Incl.UTGO Bonds & LTGO Bonds)
Principal Interest Total Principal Interest Total Principal Interest Total Principal Interest Total Principal Interest Total

$ 12,375,000 $ 2,369,288 $ 14,744,288 § 595000 $ 1,140,669 $ 1,735,669 $ 56,087,187 $ 36,228,604 $ 92,315,792 $§ 220,000 $ 1,009,954 $ 1,229,954 $ 69,277,187 40,748,515 $ 110,025,702
7,180,000 1,854,394 9,034,394 4,365,000 2,088,000 6,453,000 58,268,589 32,572,188 90,840,777 2,540,000 3,458,300 5,998,300 72,353,589 39,972,882 112,326,471
6,790,000 1,557,294 8,347,294 4,495,000 1,957,050 6,452,050 54,885,220 29,348,186 84,233,406 3,005,000 3,382,100 6,387,100 69,175,220 36,244,630 105,419,849
7,060,000 1,266,106 8,326,106 4,630,000 1,822,200 6,452,200 44,254,398 26,170,104 70,424,503 3,115,000 3,261,900 6,376,900 59,059,398 32,520,311 91,579,709
7,355,000 963,081 8,318,081 4,815,000 1,637,000 6,452,000 41,920,276 24,051,281 65,971,557 4,790,000 3,106,150 7,896,150 58,880,276 29,757,513 88,637,788
7,660,000 647,319 8,307,319 5,050,000 1,396,250 6,446,250 43,031,751 22,086,555 65,118,305 5,020,000 2,866,650 7,886,650 60,761,751 26,996,773 87,758,524
7,680,000 326,400 8,006,400 5,305,000 1,143,750 6,448,750 42,917,458 20,037,395 62,954,853 3,495,000 2,615,650 6,110,650 59,397,458 24,123,195 83,520,653

- - 5,575,000 878,500 6,453,500 45,097,582 18,009,257 63,106,838 3,660,000 2,441,150 6,101,150 54,332,582 21,328,907 75,661,488

- - 5,850,000 599,750 6,449,750 45,472,582 15,913,719 61,386,300 3,835,000 2,258,150 6,093,150 55,157,582 18,771,619 73,929,200

- - 6,145,000 307,250 6,452,250 48,810,650 13,954,426 62,765,076 4,025,000 2,066,400 6,091,400 58,980,650 16,328,076 75,308,726

- - - - - 43,425,551 11,823,425 55,248,976 4,240,000 1,865,150 6,105,150 47,665,551 13,688,575 61,354,126

- - - - - 41,675,551 9,834,650 51,510,201 4,120,000 1,653,150 5,773,150 45,795,551 11,487,800 57,283,351

- - - - - 41,874,737 7,880,234 49,754,971 5,400,000 1,447,150 6,847,150 47,274,737 9,327,384 56,602,121

- - - - - 43,754,737 5,905,343 49,660,080 5,345,000 1,176,900 6,521,900 49,099,737 7,082,243 56,181,980

- - - - - 26,109,737 3,831,636 29,941,373 3,160,000 909,650 4,069,650 29,269,737 4,741,286 34,011,023

- - - - - 16,209,737 2,627,635 18,837,372 3,315,000 751,650 4,066,650 19,524,737 3,379,285 22,904,022

- - - - - 15,299,737 1,906,259 17,205,996 3,015,000 652,200 3,667,200 18,314,737 2,558,459 20,873,196

- - - - - 11,189,737 1,237,619 12,427,356 3,135,000 531,600 3,666,600 14,324,737 1,769,219 16,093,956

- - - - - 10,104,737 794,529 10,899,266 3,255,000 406,200 3,661,200 13,359,737 1,200,729 14,560,466

- - - - - 9,844,737 365,324 10,210,061 3,375,000 276,000 3,651,000 13,219,737 641,324 13,861,061

- - - - - 420,000 55,750 475,750 3,525,000 141,000 3,666,000 3,945,000 196,750 4,141,750

- - - - - 440,000 34,250 474,250 - - - 440,000 34,250 474,250

- - - - - 465,000 11,625 476,625 - - - 465,000 11,625 476,625

$ 56,100,000 $ 8,983,881 § 65,083,881 $46,825,000 $ 12,970,419 $59,795419 $ 741,559,689 $ 284,679,993 $ 1,026,239,682 $ 75,590,000 $ 36,277,054 $111,867,054 $ 920,074,689 $342,911,347 $ 1,262,986,036

(1) Excludes the UTGO Refunded Bonds.
(2) Excludes the LTGO Refunded Bonds. Includes debt service on Public Works Assistance Account Loans.
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TABLE 8
NET DIRECT AND OVERLAPPING DEBT

Outstanding Direct Debt?

Unlimited Tax Bonds"” $ 56,100,000
The UTGO Bonds 46,825,000
Limited Tax Bonds®” 723,780,655
The LTGO Bonds 75,590,000
Less: Cash and Investments in Debt Service Funds® (10,648,963)
Net Direct Debt $ 891,646,692

Estimated Overlapping Debt

King County®® $ 460,429,469
Port of Seattle!” 123,630,702
Seattle School District No. 001 204,910,030
Highline School District No. 401¢ 15,971
Total Estimated Overlapping Debt $ 788,986,172

Total Estimated Net Direct and O verlapping Debt

&

1,680,632,864

(1) Estimated as of December 31, 2011. Excludes public corporation bonds guaranteed by the City.
(2) Excludes the UTGO Refunded Bonds.

(3) Includes outstanding capital lease purchase agreements and the accreted value of the 1998E Bonds. Excludes the Public Works
Assistance Account loans. Excludes the LTGO Refunded Bonds.

(4) As of December 31, 2010.
(5) Asof December 31, 2011. Allocated to the City according to its share of 2012 assessed values.

(6) Excludes limited tax general obligation indebtedness payable first from revenues other than general revenues of the County, such as
sales tax and sewer revenue.

(7) Asof December 31, 2011. Allocated to the City based on its share of 2012 assessed values.

TABLE 9
CITY BONDED DEBT RATIOS
(Assessed Value as of December 31, 2011)

Assessed Value for 2012 Collections'” $117,503,213,124
2011 Population Estimate'® 612,100
Assessed Valuation 100% of True and Fair Value
Net Direct Debt $891,646,692
Net Direct and Overlapping $1,680,632,864
Net Direct Debt to Assessed Value 0.76%
Net Direct and Overlapping Debt to Assessed Value 1.43%
Per Capita Assessed Value $191,967
Per Capita Net Direct Debt $1,457
Per Capita Net Direct and Overlapping Debt $2,746

(1) Source: King County Assessor.

(2) Source: State of Washington Office of Financial Management’s 2011 estimate.
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THE CITY OF SEATTLE
The following provides general information about the City.

Municipal Government

Incorporated in 1869, the City is the largest city in the Pacific Northwest and is the seat of King County.

The City is a general purpose government that provides a broad range of services typical of local
municipalities, such as streets, parks, libraries, human services, law enforcement, fire fighting and emergency
medical services, planning, zoning, animal control, municipal court, and utilities. King County also provides
certain services throughout the County and within the City, including courts of general jurisdiction, felony
prosecution and defense, jail, public health, and transit services.

The City is organized under the mayor-council form of government and operates under its City Charter. The
mayor, the city attorney, nine City Council members, and eight Municipal Court judges are all elected to four-
year terms.

Mayor. The Mayor serves as the chief executive officer of the City. The Mayor presents to the City Council
annual statements of the financial and governmental affairs of the City, budgets, and capital improvement
plans. The Mayor signs, or causes to be signed on behalf of the City, all deeds, contracts and other
instruments.

City Council. The City Council is the policy-making legislative body of the City. The nine City Council
members are elected at-large to four-year staggered terms and serve on a full-time basis. The City Council sets
tax levies, sets utility rates, makes appropriations and adopts and approves the annual operating budget for the

City.

Municipal Court. The State Constitution provides for the existence of county superior courts as the courts of
general jurisdiction and authorizes the State Legislature to create other courts of limited jurisdiction. The
Seattle Municipal Court has limited jurisdiction over a variety of cases, including misdemeanor criminal cases,
traffic and parking infractions, collection of fines, violation of no-contact or domestic violence protection
orders, and civil actions for enforcement of City fire and housing codes. The Municipal Court has eight
judges. Municipal Court employees report to the judges.

Financial Management

City financial management functions are provided by the Department of Finance and Administrative Services.

Accounting. The accounting and reporting policies of the City conform to generally accepted accounting
principles for municipal governments and are regulated by the State Auditor’s Office, which maintains a
resident staff at the City to perform a continual current audit as well as an annual post-fiscal year audit of City
financial operations. The Accounting Services Division of the Department of Finance and Administrative
Services maintains general supervision over the accounting functions of the City.

Auditing. The State Auditor is required to examine the affairs of all local governments at least once every
three years; the City is audited annually. The examination must include, among other things, the financial
condition and resources of the City, compliance with the laws and Constitution of the State, and the methods
and accuracy of the accounts and reports of the City. Reports of the State Auditor’s examinations are required
to be filed in the office of the State Auditor and in the Department of Finance and Administrative Services.
The City’s Comprehensive Annual Financial Report may be obtained from the Department of Finance and
Administrative Services and is available at Attp: / /www.seattle.gov/ cafrs/ default. htm, which website address is not
incorporated herein by reference. The City’s Comprehensive Annual Financial Report for 2010 is attached as
Appendix B.

In 2005, pursuant to an initiative approved by the State’s voters, the State Auditor’s Office was given authority
to conduct independent performance audits of State and local government entities. The Office of the City
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Auditor also reviews the performance of a wide variety of City activities such as management of city trees,
district councils, span of control, City-wide collections, special events permitting, and specific departmental
activities.

Municipal Budget. City operations are guided by a budget prepared under the direction of the Mayor by the
City Budget Office pursuant to State statute (chapter 35.32A RCW). The proposed budget is submitted to the
City Council by the Mayor each year not later than 90 days prior to the beginning of the next fiscal year.
Currently the fiscal year of the City is January 1 through December 31. The City Council considers the
proposed budget, holds public hearings on its contents, and may alter and revise the budget at its discretion,
subject to the State requirement that budgeted revenues must at least equal expenditures. The City Council is
required to adopt a balanced budget at least 30 days before the beginning of the next fiscal year, which may be
amended or supplemented from time to time by ordinance. The 2012 budget was adopted on November 21,
2011.

The City’s adopted General Subfund budget was $893.6 million in 2011 and $918.0 million in 2012. Total
general government tax revenue increased by about 1.2% from 2009 to 2010 (see Table 1). According to the
City’s November 2011 forecast, total General Fund revenues are expected to be about 2.5% and 2.9% higher in
2011 and 2012, respectively.

Investments

Authorized Investments. Chapter 35.39 RCW permits the investment by cities and towns of their inactive funds
or other funds in excess of current needs in the following: United States bonds; United States certificates of
indebtedness; State bonds or warrants; general obligation or utility revenue bonds of its own or of any other
city or town in the State; its own bonds or warrants of a local improvement district that are within the
protection of the local improvement guaranty fund law; and any other investment authorized by law for any
other taxing district. Under chapter 39.59 RCW, a city or town also may invest in the following: bonds of any
local government in the State that have at the time of investment one of the three highest credit ratings of a
nationally recognized rating agency; general obligation bonds of any other state or local government of any
other state that have at the time of the investment one of the three highest credit ratings of a nationally
recognized rating agency; registered warrants of a local government in the same county as the government
making the investment; and any investments authorized by law for the State Treasurer or any local
government of the State other than a metropolitan municipal corporation (other than bank certificates of
deposit of banks or bank branches not located in the State). Under chapter 43.84 RCW, the State Treasurer
(and, under chapter 39.59 RCW, cities and towns) may invest in the following: obligations of the United States
or its agencies and of any corporation wholly owned by the government of the United States; State, county,
municipal or school district general obligation bonds or general obligation warrants of taxing districts of the
State, if within the statutory limitation of indebtedness; motor vehicle fund warrants; Federal Home Loan
Bank notes and bonds, Federal Land Bank bonds, Fannie Mae notes, debentures and guaranteed certificates of
participation and obligation of any other government-sponsored corporation whose obligations are eligible for
collateral for advances to Federal Reserve System member banks; bankers’ acceptances purchased in the
secondary market; negotiable certificates of deposit of any national or state commercial or mutual savings
bank or savings and loan association doing business in the United States; and commercial paper.

Money available for investment may be invested on an individual fund basis or may, unless otherwise
restricted by law, be commingled within one common investment portfolio. All income derived from such
investment may be either apportioned to and used by the various participating funds or for the benefit of the
general government in accordance with City ordinances or resolutions.

Authorized Investments for Bond Proceeds. Funds derived from the sale of bonds or other instruments of
indebtedness will be invested or used in such manner as the initiating ordinances, resolutions, or bond
covenants may lawfully prescribe. In addition to the eligible investments discussed above, bond proceeds may
also be invested, subject to certain restrictions, in mutual funds with portfolios consisting of (i) only United
States government bonds or United States government guaranteed bonds issued by federal agencies with
average maturities of less than four years; bonds of the State or of any local government in the State that have
at the time of the investment one of the four highest credit ratings of a nationally recognized rating agency;
general obligation bonds of any other state or local government of any other state that have at the time of the
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investment one of the four highest credit ratings of a nationally recognized rating agency; (ii) bonds of states
and local governments or other issuers authorized by law for investment by local governments that have at the
time of investment one of the two highest credit ratings of a nationally recognized rating agency; or
(iii) securities otherwise authorized by law for investment by local governments.

City Investments. The information in this section does not pertain to pension funds that are administered by
the City (see “Pension Plans”), and certain refunding bond proceeds that are administered by trustee service
providers.

All cash-related transactions for the City, including its utilities, are administered by the Department of Finance
and Administrative Services. City cash is deposited into a single bank account and cash expenditures are paid
from a consolidated disbursement account. Investments of temporarily idle cash may be made, according to
existing City Council-approved policies, by the Treasury Division of the Department of Finance and
Administrative Services in securities described under “Authorized Investments.”

State statutes, City ordinances and Department of Finance and Administrative Services policies require the
City to minimize market risks by safekeeping all purchased securities according to governmental standards for
public institutions and by maintaining safety and liquidity above consideration for returns. Current City
investment policies require periodic reporting on the City’s investment portfolio to the Mayor and the City
Council. The City’s investment operations are reviewed by the City Auditor and by the State Auditor.

As of December 31, 2011, the combined investment portfolios of the City totaled $1,274 million at book value.
The City’s Investment Pool is constituted solely of City funds. The City does not invest any funds in other
pools, with the exception of tax collection receipts initially held by King County. For the 12-month period
ending December 31, 2011, the yield on the City’s investment portfolio was 0.91%. As of December 31, 2011,
the average maturity of the portfolio was 822 days. Approximately 12%, or $154.4 million, was invested in
securities with maturities of three months or less. The City held no securities with maturities longer than
15 years. Investments were allocated as follows:

Government-Sponsored Enterprises 77.4%
Taxable Municipal Bonds 8.2
Commercial Paper 6.1
Repurchase Agreements 5.2
U.S. Treasuries 3.0
Mortgage-Backed Securities 0.1

Interfund Loans. The City municipal code authorizes the Director of Finance, after consultation with the
Director of Administrative Services, the Budget Director, and the City Council Finance Committee Chair, to
approve interfund loans for a duration of up to 90 days and to establish a rate of interest on such loans.
Extension or renewal of interfund loans requires City Council approval by ordinance. The Director of Finance
also is authorized by City ordinance to make loans to individual funds participating in a common investment
portfolio by carrying funds in a negative cash position for a period of up to 90 days, or for a longer period upon
approval by ordinance, to the extent that such loans can be supported prudently by the common investment
portfolio and the borrowing fund is reasonably expected to be able to repay the loan. Loans of this type bear
interest at the common investment portfolio’s rate of return.

Risk Management

The City purchases excess liability insurance to address general, automobile, professional, public official, and
other exposures. The policies provide $40 million limits above a $6.5 million self-insured retention per
occurrence, but coverage excludes partial or complete failure of any dam. The City also purchases all risk
property insurance, including earthquake and flood perils, that provide up to $500 million in limits subject to a
schedule of deductibles. City hydroelectric generation and transmission equipment and certain other utility
systems and equipment are not covered by the property insurance policy.

The City insures a primary level of fiduciary, crime liability, inland marine, and various commercial general
liability, medical, accidental death and dismemberment, and miscellaneous exposures. Surety bonds are
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purchased for certain public officials, notary publics, and workers who are permanently and totally disabled
from a workplace injury or occupational disease.

Pension Plans

City employees are covered by one of the following defined benefit pension plans: Seattle City Employees’
Retirement System (“SCERS”), Firefighter's Pension Fund, Police Relief and Pension Fund, and Law
Enforcement Officers’ and Fire Fighters’ Retirement System (“LEOFF”). The first three are administered by
the City; the State administers LEOFF through the Department of Retirement Systems.

Nearly all permanent non-uniformed City employees, employees of the Seattle Public Library and certain
grandfathered employees of the County (and a predecessor agency of the County) participate in SCERS, a
single-employer public employee retirement system. SCERS estimated its total assets to be $1.813 billion as of
January 1, 2011.

Actuarial data for SCERS are determined through actuarial valuation. Historically, these reports were
prepared biennially, but in 2011 the City began preparing them annually. Unlike most public pension systems,
SCERS used the market value of assets to calculate its funding ratio in the past. Consequently, the full impact
of annual asset losses occurring in recent years was reflected in each actuarial valuation. From January 1,
2008, to January 1, 2010, the valuation ratio was reported as having fallen from 92.4% to 62.0%.

To improve its ability to manage short-term market volatility, the City adopted a five-year asset smoothing
methodology in 2011. The most recent actuarial valuation of SCERS was conducted by Milliman, Inc. as of
January 1, 2011, and reflects the following assumptions: investment return, 7.75%; price inflation, 3.50%);
expected annual average membership growth, 1.00%; and wage inflation, 3.50%. Based on this valuation, the
actuarial value of net assets available for benefits was $2.014 billion and the actuarial accrued liability was
$2.709 billion. The unfunded actuarial accrued liability declined from $1.008 billion on January 1, 2010, to
$695.4 million on January 1, 2011. The funding ratio increased from 62.0% on January 1, 2010, to 74.3%, due
to a variety of factors listed below, including the adoption of the five-year asset smoothing methodology.

SOURCES OF CHANGE FUNDING RATIO
January 1, 2010, Actuarial Valuation 62.0%
Expected Valuation to Valuation Change (0.6%)
Asset Gain/(Loss) on Market Value 3.0%
Salary Less/(Greater) than Expected 2.2%
Assumptions Changes (Demographic) 0.6%
Asset Smoothing Adoption 7.5%
Other (0.4%)
Total Change 12.3%
January 1, 2011, Actuarial Valuation 74.3%

According to the January 1, 2010, actuarial valuation, the actuarial required contribution (“ARC”) was
calculated to be 25.03% of pay based on the then-current mark to market valuation methodology. Although
the total contribution rate increased from 16.06% to 18.06% from 2010 to 2011, it was still insufficient to fully
amortize the system’s unfunded actuarial accrued liability. With the adoption of the smoothing methodology,
the January 1, 2011, actuarial valuation showed that the ARC would be 21.30% for 2012. Subsequent
revisions to this valuation, including lowering the credit interest rate from 5.75% to 4.47%, further reduced the
ARC to 21.04%. The credit interest rate is the rate at which member contributions earn interest if such
contributions are withdrawn from the system.

On November 21, 2011, the City Council passed Resolution 31334 affirming the City’s intent to fully fund the

actuarial required contribution each year with its budget. The City’s adopted 2012 Budget fully funds the
ARC. Under the City’s existing collective bargaining contracts, most of which expire at the end of 2013,
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increases in the employee contribution rate are limited to a total of 2.00%. The City is exploring options for
managing the system more cost-effectively in the long term.

Contribution rates for SCERS increased from 2010 to 2012 as shown below:

YEAR EMPLOYER EMPLOYEE TOTAL
2009 8.03% 8.03% 16.06%
2010 8.03% 8.03% 16.06%
2011 9.03% 9.03% 18.06%
2012 11.01% 10.03% 21.04%

Employee and employer contributions are expected to be $60.2 million in 2012, of which approximately 34%
is from general government departments. City utilities pay the employer share for their employees.

The Firefighter’s Pension Fund and the Police Relief and Pension Fund are single-employer pension plans that
were established by the City in compliance with State law. Since the effective date of LEOFF in 1970, no
payroll for employees was covered under these City plans, and the primary liability for pension benefits for
these City plans shifted from the City to the State. However, the City was still liable for all benefits of
employees in service at that time plus certain future benefits. The City is not required to adopt a plan to fund
the actuarial accrued liability of these City plans.

In 1994, the City established an actuarial fund for the Firefighter’s Pension Fund and adopted a policy of fully
funding the actuarial accrued liability by the year 2018 (which was subsequently extended to 2023). For 2011,
the City has elected to make the annual required contribution but not to make any additional contribution
toward funding the actuarial accrued liability of the Firefighter’s Pension Fund. As of January 1, 2011, the
actuarial value of net assets available for benefits in the Firefighter’s Pension Fund was $11.4 million, and the
actuarial accrued liability was $126.8 million. As a result, the unfunded actuarial accrued liability was
$115.4 million and the funding ratio was 9.0%. The City’s employer contribution to the fund in 2010 was
$7.3 million; there were no current member contributions.

The City funds the Police Relief and Pension Fund as benefits become due. As of January 1, 2011, the
unfunded actuarial accrued liability in the Police Relief and Pension Fund was $136.4 million. The City’s
employer contribution to the fund in 2011 was $8.7 million; there were no current member contributions.

LEOFF is a cost-sharing multiple-employer retirement system comprised of two separate defined-benefit plans.
LEOFTF participants who joined the system by September 30, 1977, are Plan 1 members. Those who joined
afterward are Plan 2 members. Membership in LEOFF includes all full-time, fully compensated local law
enforcement officers and firefighters in the State.

Actuarial data for LEOFF are determined annually by the Office of the State Actuary. The most recent
actuarial valuation of LEOFF was conducted as of June 30, 2010. Based on this valuation, the actuarial
accrued surplus of Plan 1 was $1.180 billion and the funded ratio was 127%; the actuarial accrued surplus of
Plan 2 was $1.179 billion and the funded ratio was 124%.

Employee and employer contribution rates (calculated as a percentage of covered payroll) are developed by the
Office of the State Actuary to fully fund LEOFF. The contribution rates for Plan 1 are currently zero for
employees and 0.16% for employers, all of which is allocated to administrative expenses. The contribution
rates for Plan 2 are currently 6.36% for employees, 5.24% for employers (which includes 0.16% for
administrative expenses), and 3.38% for the State. The City’s employer contributions in 2010 were $14,000 for
Plan 1 and $12.1 million for Plan 2.

For additional information regarding the City’s retirement plans, see Note 11 to the City’s Comprehensive
Annual Financial Report for 2010, attached as Appendix B.
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Post-Employment Retirement Benefits

The City has liability for two types of other post-employment benefits (“OPEB”): (i) an implicit rate subsidy
for health insurance covering employees retiring under SCERS or LEOFF Plan 2 and dependents of
employees retiring under LEOFF Plan 1 and (ii) medical benefits for eligible beneficiaries of the City’s
Firefighter’s Pension Fund and Police Relief and Pension Fund. The implicit rate subsidy is the difference
between (i) what retirees pay for their health insurance as a result of being included with active employees for
rate-setting purposes and (ii) the estimated required premiums if their rates were set based on claims
experience of the retirees as a group separate from active employees. The City has assessed its OPEB liability
in order to satisfy the expanded reporting requirements specified by the Governmental Accounting Standards
Board Statement No. 45 (“GASB 45”). While GASB 45 requires reporting and disclosure of the unfunded
OPEB liability, it does not require that it be funded. The City funds its OPEB on a pay-as-you-go basis.

As of January 1, 2010, the unfunded actuarial accrued liability for the implicit rate subsidy was $93.5 million;
the City’s contribution in 2010 was $3.2 million. As of January 1, 2011, the unfunded actuarial accrued
liability for OPEB in the City’s Firefighter’s Pension Fund was $241.4 million; the annual contribution in 2010
was $10.4 million. As of January 1, 2011, the unfunded actuarial accrued liability for OPEB in the Police
Relief and Pension Fund was $261.0 million; the annual contribution in 2010 was $12.0 million.

For additional information regarding the City’s OPEB, see Note 11 to the City’s Comprehensive Annual
Financial Report for 2010 attached as Appendix B.

Labor Relations

The City has 28 separate departments and offices with approximately 11,500 regular and temporary
employees. Twenty-six different unions and 47 bargaining units represent approximately 76% of the City’s
regular employees. The City has agreements with the coalition of City unions (representing most of the non-
uniformed employees) that expire at the end of 2013. Agreements with the Seattle Dispatchers’ Guild;
International Association of Machinists and Aerospace Workers, District Lodge 160, Local 289 and 79;
Firefighters Local 27; Fire Chiefs Local 2898; and the Seattle Police Management Association expired at the
end of 2011. Two agreements with the International Brotherhood of Electrical Workers Local 77 expire on
January 22, 2013. The City’s labor agreement with the Seattle Police Officers’ Guild expired at the end of
2010. The City is actively negotiating renewals of these contracts. Negotiations also continue for two new
bargaining units that have not been covered by contracts in the past; the Seattle Prosecuting Attorneys and
WSCCCE, Local 21 (City Light).

INITIATIVE AND REFERENDUM

State-Wide Measures

Under the State Constitution, Washington voters may initiate legislation (either directly to the voters, or to the
State Legislature and then, if not enacted, to the voters) and require that legislation passed by the State
Legislature be referred to the voters. Any law approved in this manner by a majority of the voters may not be
amended or repealed by the State Legislature within a period of two years following enactment, except by a
vote of two-thirds of all the members elected to each house of the State Legislature. After two years, the law is
subject to amendment or repeal by the State Legislature in the same manner as other laws. The Washington
State Constitution may not be amended by initiative.

Initiatives and referenda are submitted to the voters upon receipt of a petition signed by at least 8% (initiative)
and 4% (referenda) of the number of voters registered and voting for the office of Governor at the preceding
regular gubernatorial election.

In recent years, several State-wide initiative petitions to repeal or reduce the growth of taxes and fees, including
City taxes, have garnered sufficient signatures to reach the ballot. Some of those tax and fee initiative measures
have been approved by the voters and, of those, some remain in effect while others have been invalidated by the
courts. Tax and fee initiative measures continue to be filed, but it cannot be predicted whether any more such
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initiatives might gain sufficient signatures to qualify for submission to the State Legislature and/or the voters or,
if submitted, whether they ultimately would become law.

Local Measures

Under the City Charter, Seattle voters may initiate City Charter amendments and local legislation, including
modifications to existing legislation, and through referendum may prevent legislation passed by the City Council
from becoming law.

LEGAL AND TAX INFORMATION

No Litigation Affecting the Bonds or Taxing Authority

There is no litigation pending with process properly served on the City questioning the validity of the Bonds or
the power and authority of the City to issue the Bonds or the power and authority of the City to levy and
collect the taxes pledged to the Bonds.

Other Litigation

Various lawsuits and claims are pending against the City involving claims for money damages. (See the
discussion of claims in Appendix B—The City’s 2010 Comprehensive Annual Financial Report—Note 14,
Contingencies.) Based on its past experience, the City has concluded that its ability to repay the Bonds on a
timely basis will not be impaired by the aggregate amount of uninsured liabilities of the City and the timing of
any anticipated payments of judgments that might result from suits and claims.

Approval of Counsel

Legal matters incident to the authorization, issuance and sale of Bonds by the City are subject to the approving
legal opinions of Foster Pepper PLLC, Seattle, Washington, Bond Counsel. Forms of the opinions of Bond
Counsel with respect to the Bonds are attached hereto as Appendix A. The opinion of Bond Counsel is given
based on factual representations made to Bond Counsel and under existing law as of the date of initial delivery
of the Bonds. Bond Counsel assumes no obligation to revise or supplement its opinion to reflect any facts or
circumstances that may thereafter come to its attention or any changes in law that may thereafter occur. The
opinion of Bond Counsel is an expression of its professional judgment on the matters expressly addressed in its
opinion and does not constitute a guarantee of result. Bond Counsel will be compensated only upon the
issuance and sale of the Bonds.

Limitations on Remedies

Any remedies available to the owners of the Bonds upon the occurrence of an event of default under the Bond
Ordinance are in many respects dependent upon judicial actions which are in turn often subject to discretion
and delay and could be both expensive and time-consuming to obtain. If the City fails to comply with its
covenants under the Bond Legislation or to pay principal of or interest on the Bonds, there can be no
assurance that available remedies will be adequate to fully protect the interests of the owners of the Bonds.

In addition to the limitations on remedies contained in the Bond Legislation, the rights and obligations under
the Bonds and the Bond Legislation may be limited by and are subject to bankruptcy, insolvency,
reorganization, fraudulent conveyance, moratorium, and other laws relating to or affecting creditors’ rights, to
the application of equitable principles, and the exercise of judicial discretion in appropriate cases. The
opinions to be delivered by Foster Pepper PLLC, as Bond Counsel, concurrently with the issuance of the
Bonds, will be subject to limitations regarding bankruptcy, insolvency, and other laws relating to or affecting
creditors’ rights. The various other legal opinions to be delivered concurrently with the issuance of the Bonds
will be similarly qualified. Copies of the proposed forms of opinions of Bond Counsel are set forth in
Appendix A.
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Tax Exemption

Exclusion from Gross Income. In the opinion of Bond Counsel, under existing federal law and assuming
compliance with applicable requirements of the Code that must be satisfied subsequent to the issue date of the
Bonds, interest on the Bonds is excluded from gross income for federal income tax purposes and is not an item
of tax preference for purposes of the alternative minimum tax applicable to individuals.

Continuing Requirements. The City is required to comply with certain requirements of the Code after the date of
issuance of the Bonds in order to maintain the exclusion of the interest on the Bonds from gross income for
federal income tax purposes, including, without limitation, requirements concerning the qualified use of
proceeds of the Bonds and the facilities financed or refinanced with proceeds of the Bonds, limitations on
investing gross proceeds of the Bonds in higher yielding investments in certain circumstances, and the
requirement to comply with the arbitrage rebate requirement to the extent applicable to the Bonds. The City
has covenanted in the Bond Legislation to comply with those requirements, but if the City fails to comply with
those requirements, interest on the Bonds could become taxable retroactive to the date of issuance of the
Bonds. Bond Counsel has not undertaken and does not undertake to monitor the City’s compliance with such
requirements.

Corporate Alternative Minimum Tax. While interest on the Bonds also is not an item of tax preference for
purposes of the alternative minimum tax applicable to corporations, under Section 55 of the Code, tax-exempt
interest, including interest on the Bonds, received by corporations is taken into account in the computation of
adjusted current earnings for purposes of the alternative minimum tax applicable to corporations (as defined
for federal income tax purposes). Under the Code, alternative minimum taxable income of a corporation will
be increased by 75% of the excess of the corporation’s adjusted current earnings (including any tax-exempt
interest) over the corporation’s alternative minimum taxable income determined without regard to such
increase. A corporation’s alternative minimum taxable income, so computed, that is in excess of an
exemption of $40,000, which exemption will be reduced (but not below zero) by 25% of the amount by which
the corporation’s alternative minimum taxable income exceeds $150,000, is then subject to a 20% minimum
tax.

A small business corporation is exempt from the corporate alternative minimum tax for any taxable year
beginning after December 31, 1997, if its average annual gross receipts during the three-taxable-year period
beginning after December 31, 1993, did not exceed $5,000,000, and its average annual gross receipts during
each successive three-taxable-year period thereafter ending before the relevant taxable year did not exceed
$7,500,000.

Tax on Certain Passive Investment Income of S Corporations. Under Section 1375 of the Code, certain excess net
passive investment income, including interest on the Bonds, received by an S corporation (a corporation
treated as a partnership for most federal tax purposes) that has Subchapter C earnings and profits at the close
of the taxable year may be subject to federal income taxation at the highest rate applicable to corporations if
more than 25% of the gross receipts of such S corporation is passive investment income.

Foreign Branch Profits Tax. Interest on the Bonds may be subject to the foreign branch profits tax imposed by
Section 884 of the Code when the Bonds are owned by, and effectively connected with a trade or business of, a
United States branch of a foreign corporation.

Possible Consequences of Tax Compliance Audit. The Internal Revenue Service (the “IRS”) has established a
general audit program to determine whether issuers of tax-exempt obligations, such as the Bonds, are in
compliance with requirements of the Code that must be satisfied in order for interest on those obligations to
be, and continue to be, excluded from gross income for federal income tax purposes. Bond Counsel cannot
predict whether the IRS would commence an audit of the Bonds. Depending on all the facts and
circumstances and the type of audit involved, it is possible that commencement of an audit of the Bonds could
adversely affect the market value and liquidity of the Bonds until the audit is concluded, regardless of its
ultimate outcome.
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Certain Other Federal Tax Consequences

Bonds Not “Qualified Tax-Exempt Obligations” for Financial Institutions. Section 265 of the Code provides that
100% of any interest expense incurred by banks and other financial institutions for interest allocable to tax-
exempt obligations acquired after August 7, 1986, will be disallowed as a tax deduction. However, if the tax-
exempt obligations are obligations other than private activity bonds, are issued by a governmental unit that,
together with all entities subordinate to it, does not reasonably anticipate issuing more than $10,000,000 of tax-
exempt obligations (other than private activity bonds and other obligations not required to be included in such
calculation) in the current calendar year, and are designated by the governmental unit as “qualified tax-exempt
obligations,” only 20% of any interest expense deduction allocable to those obligations will be disallowed.

The City is a governmental unit that, together with all subordinate entities, reasonably anticipates issuing more
than $10,000,000 of tax-exempt obligations (other than private activity bonds and other obligations not
required to be included in such calculation) during the current calendar year and has not designated the Bonds
as “qualified tax-exempt obligations” for purposes of the 80% financial institution interest expense deduction.
Therefore, no interest expense of a financial institution allocable to the Bonds is deductible for federal income
tax purposes.

Reduction of Loss Reserve Deductions for Property and Casualty Insurance Companies. Under Section 832 of the
Code, interest on the Bonds received by property and casualty insurance companies will reduce tax deductions
for loss reserves otherwise available to such companies by an amount equal to 15% of tax-exempt interest
received during the taxable year.

Effect on Certain Social Security and Retirement Benefits. Section 86 of the Code requires recipients of certain
Social Security and certain Railroad Retirement benefits to take receipts or accruals of interest on the Bonds
into account in determining gross income.

Other Possible Federal Tax Consequences. Receipt of interest on the Bonds may have other federal tax
consequences as to which prospective purchasers of the Bonds should consult their own tax advisors.

Potential Future Federal Tax Law Changes. From time to time, legislative proposals are introduced in Congress
which, if enacted, could require changes in the description of federal tax matters relating to the Bonds set forth
above or adversely affect the market value of the Bonds. It cannot be predicted whether future legislation may
be proposed or enacted that would affect the federal tax treatment of interest received on the Bonds.
Prospective purchasers of the Bonds should consult with their own tax advisors regarding any proposed or
pending legislation that would change the federal tax treatment of interest on the Bonds.

Original Issue Discount. The LTGO Bonds maturing on September 1, 2027, have been sold at a price reflecting
original issue discount (“Discount Bonds”). Under existing law, the original issue discount in the selling price
of each Discount Bond, to the extent properly allocable to each owner of such Discount Bond, is excluded
from gross income for federal income tax purposes with respect to such owner. The original issue discount is
the excess of the stated redemption price at maturity of such Discount Bond over the initial offering price to
the public, excluding underwriters and other intermediaries, at which price a substantial amount of the
Discount Bonds of such maturity were sold.

Under Section 1288 of the Code, original issue discount on tax-exempt bonds accrues on a compound basis.
The amount of original issue discount that accrues to an owner of a Discount Bond during any accrual period
generally equals (i) the issue price of such Discount Bond plus the amount of original issue discount accrued in
all prior accrual periods, multiplied by (ii) the yield to maturity of such Discount Bond (determined on the
basis of compounding at the close of each accrual period and properly adjusted for the length of the accrual
period), less (iii) any interest payable on such Discount Bond during such accrual period. The amount of
original issue discount so accrued in a particular accrual period will be considered to be received ratably on
each day of the accrual period, will be excluded from gross income for federal income tax purposes, and will
increase the owner's tax basis in such Discount Bond. Any gain realized by an owner from a sale, exchange,
payment or redemption of a Discount Bond will be treated as gain from the sale or exchange of such Discount
Bond.

28



The portion of original issue discount that accrues in each year to an owner of a Discount Bond may result in
certain collateral federal income tax consequences. The accrual of such portion of the original issue discount
will be included in the calculation of alternative minimum tax liability as described above, and may result in
an alternative minimum tax liability even though the owner of such Discount Bond will not receive a
corresponding cash payment until a later year.

Owners who purchase Discount Bonds in the initial public offering but at a price different from the first
offering price at which a substantial amount of those Discount Bonds were sold to the public, or who do not
purchase Discount Bonds in the initial public offering, should consult their own tax advisors with respect to
the tax consequences of the ownership of such Discount Bonds. Owners of Discount Bonds who sell or
otherwise dispose of such Discount Bonds prior to maturity should consult their own tax advisors with respect
to the amount of original issue discount accrued over the period such Discount Bonds have been held and the
amount of taxable gain or loss to be recognized upon that sale or other disposition of Discount Bonds.
Owners of Discount Bonds also should consult their own tax advisors with respect to state and local tax
consequences of owning such Discount Bonds.

Original Issue Premium. The LTGO Bonds maturing on September 1 in the years 2012 through and including
2026 and 2028 through and including 2032 and the UTGO Bonds have been sold at prices reflecting original
issue premium (“Premium Bonds”). An amount equal to the excess of the purchase price of a Premium Bond
over its stated redemption price at maturity constitutes premium on such Premium Bond. A purchaser of a
Premium Bond must amortize any premium over such Premium Bond's term using constant yield principles,
based on the purchaser's yield to maturity. The amount of amortizable premium allocable to an interest
accrual period for a Premium Bond will offset a like amount of qualified stated interest on such Premium
Bond allocable to that accrual period, and may affect the calculation of alternative minimum tax liability
described above. As premium is amortized, the purchaser's basis in such Premium Bond is reduced by a
corresponding amount, resulting in an increase in the gain (or decrease in the loss) to be recognized for federal
income tax purposes upon a sale or disposition of such Premium Bond prior to its maturity. Even though the
purchaser's basis is reduced, no federal income tax deduction is allowed. Purchasers of Premium Bonds,
whether at the time of initial issuance or subsequent thereto, should consult with their own tax advisors with
respect to the determination and treatment of premium for federal income tax purposes and with respect to
state and local tax consequences of owning such Premium Bonds.

Continuing Disclosure Undertaking

Basic Undertaking to Provide Annual Financial Information and Notice of Listed Events. To meet the requirements of
paragraph (b)(5) of United States Securities and Exchange Commission (“SEC”) Rule 15¢2-12 (“Rule 15c2-
12”), as applicable to a participating underwriter for the Bonds, the City will undertake in the Bond Legislation
(the “Undertaking”) for the benefit of holders of the Bonds, as follows.

Annual Financial Information. The City will provide or cause to be provided, either directly or through a
designated agent, to the Municipal Securities Rulemaking Board (the “MSRB”), in an electronic format as
prescribed by the MSRB:

(6))] Annual financial information and operating data of the type included in this Official Statement as
generally described below under “Type of Annual Information Undertaken to be Provided”; and

(i1) Timely notice (not in excess of ten business days after the occurrence of the event) of the occurrence of
any of the following events with respect to the Bonds:
(a) principal and interest payment delinquencies;
(b) non-payment related defaults, if material;
(c) unscheduled draws on debt service reserves reflecting financial difficulties;
(d) unscheduled draws on credit enhancements reflecting financial difficulties;

(e) substitution of credit or liquidity providers, or their failure to perform;
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(f) adverse tax opinions, the issuance by the Internal Revenue Service of proposed or final
determinations of taxability, Notice of Proposed Issue (IRS Form 5701—TEB), or other material
notices or determinations with respect to the tax status of the Bonds;

(g) modifications to rights of holders of the Bonds, if material;

(h) Bond calls (other than scheduled mandatory redemptions of Term Bonds), if material, and tender
offers;

(i) defeasances;
() release, substitution, or sale of property securing repayment of the Bonds, if material;
(k) rating changes;

() bankruptcy, insolvency, receivership, or similar event of the City, as such “Bankruptcy Events”
are defined in Rule 15¢2-12;

(m) the consummation of a merger, consolidation, or acquisition involving the City or the sale of all
or substantially all of the assets of the City, other than in the ordinary course of business, the entry
into a definitive agreement to undertake such an action or the termination of a definitive
agreement relating to any such actions, other than pursuant to its terms, if material; and

(n) appointment of a successor or additional trustee or the change of name of a trustee, if material.

The City also will provide or cause to be provided to the MSRB timely notice of a failure by the City to
provide required annual financial information on or before the date specified below.

Type of Annual Financial Information Undertaken to be Provided. The annual financial information that the City
undertakes to provide will consist of:

@) annual financial statements of the City, prepared in accordance with generally accepted accounting
principles applicable to governmental units (except as otherwise noted therein), as such principles may
be changed from time to time and as permitted by State law, which statements will not be audited,
except that if and when audited financial statements are otherwise prepared and available to the City

they will be provided,
(i1) a statement of authorized, issued and outstanding general obligation debt of the City;
(ii1) the assessed value of the property within the City subject to ad valorem taxation; and
@iv) ad valorem tax levy rates and amounts and percentage of taxes collected.

Annual financial information, as described above, will be provided to the MSRB not later than the last day of
the ninth month after the end of each fiscal year of the City (currently, a fiscal year ending December 31), as
such fiscal year may be changed as required or permitted by State law, commencing with the City’s fiscal year
ended December 31, 2011. The annual financial information may be provided in a single or multiple
documents, and may be incorporated by specific reference to documents available to the public on the Internet
website of the MSRB or filed with the SEC.

Amendment of Undertaking. The Undertaking is subject to amendment after the primary offering of the Bonds
without the consent of any holder of any Bond, or any broker, dealer, municipal securities dealer, participating
underwriter, rating agency, or the MSRB, under the circumstances and in the manner permitted by Rule 15c2-
12.

The City will give notice to the MSRB of the substance (or provide a copy) of any amendment to the
Undertaking and a brief statement of the reasons for the amendment. If the amendment changes the type of
annual financial information to be provided, the annual financial information containing the amended
information will include a narrative explanation of the effect of that change on the type of information to be
provided.
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Termination of Undertaking. The City’s obligations under the Undertaking will terminate upon the legal
defeasance, prior repayment, or payment in full of all of the then outstanding Bonds. In addition, the City’s
obligations under the Undertaking will terminate if those provisions of Rule 15¢2-12 that require the City to
comply with the Undertaking become legally inapplicable in respect of the Bonds for any reason, as confirmed
by an opinion of nationally recognized bond counsel or other counsel familiar with federal securities laws
delivered to the City, and the City provides timely notice of such termination to the MSRB.

Remedy for Failure to Comply with Undertaking. The City has agreed to proceed with due diligence to cause any
failure to comply with the Undertaking to be corrected as soon as practicable after the City learns of that
failure. No failure by the City or any other obligated person to comply with the Undertaking will constitute a
default in respect of the Bonds. The sole remedy of any holder of a Bond will be to take such actions as that
holder deems necessary, including seeking an order of specific performance from an appropriate court, to
compel the City or other obligated person to comply with the Undertaking.

Other Continuing Disclosure Undertakings of the City. The City has entered into undertakings to provide annual
information and the notice of the occurrence of certain events with respect to all bonds issued by the City
subject to Rule 15¢2-12. The City believes that it has not failed to comply, in any material respect, with all
such undertakings.

OTHER BOND INFORMATION

Ratings on the Bonds

The LTGO Bonds have been rated “Aal,” “AAA,” and “AA+” by Moody’s Investors Service, Standard &
Poor’s Ratings Services, and Fitch Ratings, respectively. The UTGO Bonds have been rated “Aaa,” “AAA)”
and “AAA” by Moody’s Investors Service, Standard & Poor’s Ratings Services, and Fitch Ratings,
respectively.

The ratings reflect only the views of the rating agencies and an explanation of the significance of the ratings
may be obtained from the respective rating agencies. No application was made to any other rating agency for
the purpose of obtaining an additional rating on the Bonds. There is no assurance that the ratings will be
retained for any given period of time or that the ratings will not be revised downward, suspended or
withdrawn entirely by the rating agencies if, in their judgment, circumstances so warrant. Any such
downward revision, suspension or withdrawal of the ratings will be likely to have an adverse effect on the
market price of the Bonds.

Purchaser(s) of the Bonds

The LTGO Bonds are being purchased by JP Morgan Securities LLC at a price of $87,913,043.13 and will be
reoffered at a price of $88,170,545.00. The UTGO Bonds are being purchased by Morgan Stanley & Co. LLC
at a price of $55,896,616.73 and will be reoffered at a price of $55,953,405.15.

The purchaser of each series of the Bonds may offer and sell such series of the Bonds to certain dealers
(including dealers depositing Bonds into investment trusts) and others at prices lower than the initial offering
prices corresponding to the yields set forth on pages i and ii hereof, and such initial offering prices may be
changed from time to time by such purchaser. After the initial public offering, the public offering prices may
be varied from time to time.

In connection with the offering of the Bonds, the purchaser of each series of the Bonds may overallot or effect
transactions which stabilize or maintain the market price of such series of the Bonds at levels above that which
might otherwise prevail in the open market. Such stabilizing, if commenced, may be discontinued or
recommenced at any time.

Morgan Stanley, parent company of Morgan Stanley & Co. LLC, the purchaser of the UTGO Bonds, has
entered into a retail brokerage joint venture with Citigroup Inc. As part of the joint venture, Morgan Stanley

& Co. LLC will distribute municipal securities to retail investors through the financial advisor network of a

31



new broker-dealer, Morgan Stanley Smith Barney LLC. This distribution arrangement became effective on
June 1, 2009. As part of this arrangement, Morgan Stanley & Co. LLC will compensate Morgan Stanley
Smith Barney LLC for its selling efforts with respect to the UTGO Bonds.

Fees Contingent

Some of the fees of the Financial Advisor and Bond Counsel are contingent upon the sale of the Bonds.

Official Statement

So far as any statements are made in this Official Statement involving matters of opinion or of estimates,
whether or not so expressly stated, they are set forth as such and not as representations of fact, and no
representation is made that any of the estimates will be realized. Information concerning the City contained in
this Official Statement has been furnished by the City. Neither this Official Statement nor any statement
which may have been made orally or in writing is to be construed as a contract with the owners of any of the
Bonds.

Neither the delivery of this Official Statement nor any sale of the Bonds will, under any circumstances, create
any implication that there has been no change in the affairs of the City since the date hereof. The City
specifically disclaims any obligations to update any forward-looking statements to reflect occurrences or
unanticipated events or circumstances after the date of this Official Statement, except as otherwise expressly
provided under “Legal and Tax Information—Continuing Disclosure Undertaking.”

The execution and delivery of this Official Statement have been duly authorized by the City.

THE CITY OF SEATTLE

By:_ /s/

Glen Lee
Director of Finance
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FOSTER PEPPER..

[FORM OF BOND COUNSEL OPINION]

The City of Seattle, Washington

Re: The City of Seattle, Washington, $75,590,000
Limited Tax General Obligation Improvement and Refunding Bonds, 2012

We have served as bond counsel to The City of Seattle, Washington (the “City”), in connection
with the issuance of the above-referenced bonds (the “Bonds™), and in that capacity have examined such
law and such certified proceedings and other documents as we have deemed necessary to render this
opinion. As to matters of fact material to this opinion and of which attorneys within the firm involved in
the issuance of the Bonds have no independent knowledge, we have relied upon representations contained
in the certified proceedings and other certifications of public officials furnished to us.

The Bonds are issued by the City pursuant to the laws of the State of Washington Ordinance No.
121651, as amended by Ordinance 122286, Ordinance 123751 and Resolution 31377 (collectively, the
“Bond Legislation”) for general City purposes to provide the funds to refund certain outstanding bonds of
the City, to pay for part of the costs of various projects authorized in the Bond Legislation, and to pay the
costs of issuance and sale of the Bonds, all as set forth in the Bond Legislation. Reference is made to the
Bond Legislation for the definitions of capitalized terms used and not otherwise defined herein.

Under the Internal Revenue Code of 1986, as amended (the “Code”), the City is required to
comply with certain requirements after the date of issuance of the Bonds in order to maintain the
exclusion of the interest on the Bonds from gross income for federal income tax purposes, including,
without limitation, requirements concerning the qualified use of Bond proceeds and the facilities financed
or refinanced with Bond proceeds, limitations on investing gross proceeds of the Bonds in higher yielding
investments in certain circumstances and the arbitrage rebate requirement to the extent applicable to the
Bonds. The City has covenanted in the Bond Legislation to comply with those requirements, but if the
City fails to comply with those requirements, interest on the Bonds could become taxable retroactive to
the date of issuance of the Bonds. We have not undertaken and do not undertake to monitor the City’s
compliance with such requirements.

As of the date of initial delivery of the Bonds to the purchaser thereof and full payment therefor,
it is our opinion that under existing law:

1. The City is a duly organized and legally existing first class city under the laws of the
State of Washington;

2. The City has duly authorized and approved the Bond Legislation, the Bonds have been
duly authorized and executed by the City and the Bonds are issued in full compliance with the provisions
of the Constitution and laws of the State of Washington, the Bond Legislation and other ordinances and
resolutions of the City relating thereto;
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The City of Seattle, Washington
[Date]
Page 2

3. The Bonds constitute valid general obligations of the City payable from annual ad
valorem taxes to be levied within the constitutional and statutory tax limitations provided by law without
a vote of the electors of the City on all of the taxable property within the City, except only to the extent
that enforcement of payment may be limited by bankruptcy, insolvency or other laws affecting creditors’
rights and by the application of equitable principles if equitable remedies are sought; and

4. Assuming compliance by the City after the date of issuance of the Bonds with applicable
requirements of the Code, the interest on the Bonds is excluded from gross income for federal income tax
purposes and is not an item of tax preference for purposes of the alternative minimum tax applicable to
individuals; however, while interest on the Bonds also is not an item of tax preference for purposes of the
alternative minimum tax applicable to corporations, interest on the Bonds received by corporations is to
be taken into account in the computation of adjusted current earnings for purposes of the alternative
minimum tax applicable to corporations, interest on the Bonds received by certain S corporations may be
subject to tax, and interest on the Bonds received by foreign corporations with United States branches
may be subject to a foreign branch profits tax. We express no opinion regarding any other federal tax
consequences of receipt of interest on the Bonds.

This opinion is given as of the date hereof, and we assume no obligation to revise or supplement
this opinion to reflect any facts or circumstances that may hereafter come to our attention, or any changes
in law that may hereafter occur.

We express no opinion herein concerning the completeness or accuracy of any official statement,
offering circular or other sales or disclosure material relating to the issuance of the Bonds or otherwise
used in connection with the Bonds.

We bring to your attention the fact that the foregoing opinions are expressions of our professional
judgment on the matters expressly addressed and do not constitute guarantees of result.

Respectfully submitted,

51211896.1



dp

FOSTER PEPPER..

[FORM OF BOND COUNSEL OPINION]

The City of Seattle, Washington

Re: The City of Seattle, Washington, $46,825,000
Unlimited Tax General Obligation Refunding Bonds, 2012

We have served as bond counsel to The City of Seattle, Washington (the “City”), in connection
with the issuance of the above-referenced bonds (the “Bonds™), and in that capacity have examined such
law and such certified proceedings and other documents as we have deemed necessary to render this
opinion. As to matters of fact material to this opinion and of which attorneys within the firm involved in
the issuance of the Bonds have no independent knowledge, we have relied upon representations contained
in the certified proceedings and other certifications of public officials furnished to us.

The Bonds are issued by the City pursuant to the laws of the State of Washington,
Ordinance 121651, as amended by Ordinance 122286, and Resolution 31376 (collectively, the “Bond
Legislation™) to provide the funds to refund certain outstanding bonds of the City and to pay the costs of
issuance and sale of the Bonds, all as set forth in the Bond Legislation. Reference is made to the Bond
Legislation for the definitions of capitalized terms used and not otherwise defined herein.

Under the Internal Revenue Code of 1986, as amended (the “Code”), the City is required to
comply with certain requirements after the date of issuance of the Bonds in order to maintain the
exclusion of the interest on the Bonds from gross income for federal income tax purposes, including,
without limitation, requirements concerning the qualified use of Bond proceeds and the facilities financed
or refinanced with Bond proceeds, limitations on investing gross proceeds of the Bonds in higher yielding
investments in certain circumstances and the arbitrage rebate requirement to the extent applicable to the
Bonds. The City has covenanted in the Bond Legislation to comply with those requirements, but if the
City fails to comply with those requirements, interest on the Bonds could become taxable retroactive to
the date of issuance of the Bonds. We have not undertaken and do not undertake to monitor the City’s
compliance with such requirements.

As of the date of initial delivery of the Bonds to the purchaser thereof and full payment therefor,
it is our opinion that under existing law:

1. The City is a duly organized and legally existing first class city under the laws of the
State of Washington;

2. The City has duly authorized and approved the Bond Legislation, the Bonds have been
duly authorized and executed by the City and the Bonds are issued in full compliance with the provisions
of the Constitution and laws of the State of Washington, the Bond Legislation and other ordinances and
resolutions of the City relating thereto;

TEL: 206.447.4400 rax:206.447.9700 1111 THIRD AVENUE, SUITE 3400 SEATTLE, WASHINGTON 98101-3299 www.FOSTER.com

SEATTLE wasHINGTON SPOKANE wASHINGTON
51211912.1



The City of Seattle, Washington
[Date]
Page 2

3. The Bonds constitute valid general obligations of the City payable from annual ad
valorem taxes to be levied without limitation as to rate or amount on all of the taxable property within the
City, except only to the extent that enforcement of payment may be limited by bankruptcy, insolvency or
other laws affecting creditors’ rights and by the application of equitable principles if equitable remedies
are sought; and

4. Assuming compliance by the City after the date of issuance of the Bonds with applicable
requirements of the Code, the interest on the Bonds is excluded from gross income for federal income tax
purposes and is not an item of tax preference for purposes of the alternative minimum tax applicable to
individuals; however, while interest on the Bonds also is not an item of tax preference for purposes of the
alternative minimum tax applicable to corporations, interest on the Bonds received by corporations is to
be taken into account in the computation of adjusted current earnings for purposes of the alternative
minimum tax applicable to corporations, interest on the Bonds received by certain S corporations may be
subject to tax, and interest on the Bonds received by foreign corporations with United States branches
may be subject to a foreign branch profits tax. We express no opinion regarding any other federal tax
consequences of receipt of interest on the Bonds.

This opinion is given as of the date hereof, and we assume no obligation to revise or supplement
this opinion to reflect any facts or circumstances that may hereafter come to our attention, or any changes
in law that may hereafter occur.

We express no opinion herein concerning the completeness or accuracy of any official statement,
offering circular or other sales or disclosure material relating to the issuance of the Bonds or otherwise
used in connection with the Bonds.

We bring to your attention the fact that the foregoing opinions are expressions of our professional
judgment on the matters expressly addressed and do not constitute guarantees of result.

Respectfully submitted,

51211912.1
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