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THE CITY OF SEATTLE 

The following provides general information about the City. 
 
Municipal Government 

Incorporated in 1869, the City of Seattle, Washington, is the largest city in the Pacific Northwest and is the 
county seat of King County (the “County”).  The City’s elected officials are a mayor, nine City Council 
members and a city attorney.  These officials are elected at large to four-year terms.  The City provides four 
utility services funded by rates and charges:  electricity, water, drainage and wastewater, and solid waste.   
 
Financial Management 

City financial management functions are provided by the Department of Finance.  Dwight D. Dively is the 
Director of Finance.  Mr. Dively is a graduate of Rose-Hulman Institute of Technology, holds a master’s 
degree from Princeton University in public affairs and is a Ph.C. in civil engineering at the University of 
Washington.  
 
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, Division of Municipal 
Corporations, which maintains a resident staff at the City to perform a continual current audit as well as the 
annual post-fiscal year audit of City financial operations.  The Department of Finance maintains general 
supervision over financial transactions of all City funds.  In addition, the City’s utilities are audited annually by 
an external auditor. 
 
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 Auditor’s examinations are required to 
be filed in the office of the State Auditor and in the Department of Finance.  The City’s Comprehensive 
Annual Financial Report may be obtained from the Department of Finance by calling (206) 684-8300.   
 
Municipal Budget. City operations are guided by a budget prepared under the direction of the Mayor by the 
City Budget Office within the Department of Finance 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 from 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 the budget at least 30 days before the 
beginning of the next fiscal year.   
 
Investments. The information in this section does not pertain to pension funds, which are administered 
by the Seattle City Employees’ Retirement System, and some debt issuance proceeds that are 
administered by trustee service providers.   
 
All cash-related transactions for the City, including its utilities, are administered by the Treasury Division of 
the Department of Finance.  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 in the following securities: 
(i) U.S. Treasury and agency issues; 
(ii) bankers’ acceptances sold on the secondary market; 
(iii) repurchase and reverse repurchase agreements, when structured with securities eligible for purchase 

and when executed under an approved Master Repurchase Agreement with selected primary dealers; 
and  
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(iv) commercial paper purchased in the secondary market which has received the highest ratings of at least 
two nationally recognized rating agencies. 

 
State statutes, City ordinances and Department of Finance 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 about 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 Examiner.   
 
As of October 31, 2004, the combined investment portfolios of the City totaled $758.9 million at book value.  
The City’s cash pool is constituted solely of City funds.  The City does not invest any of its funds in other 
pools, with the exception of tax collection receipts initially held by the County and funds of the Seattle City 
Employees’ Retirement System and the Deferred Compensation Plan.  The year-to-date yield on the City’s 
consolidated pool of investments as of October 31, 2004, was 2.3 percent.  As of October 31, 2004, the 
average maturity date of the portfolio was January 26, 2006.  Approximately 27.8 percent, or $211.3 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: 

 U.S. Government and Agency Securities 59.3% 
 Commercial Paper 24.8 
 Federal Discount Notes 10.6 
 Repurchase Agreements 5.3 
  
Interfund Loans. City ordinances authorize the Director of Finance 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 

In 2004 the City purchased an excess liability insurance policy to address general, automobile, professional, 
public official and other exposures.  The policy has limits of $25 million above a $5 million self-insured 
retention for each occurrence.  The City also purchased all risk property insurance policies that provide 
$500 million in limits above a $500,000 deductible (for most buildings) with $100 million in earthquake and 
flood limits and $500 million in terrorism limits, with boiler and machinery, builders risk, fine art, and 
electronic data processing coverage endorsements.  Hydroelectric projects owned by the City are not covered 
by the property or liability policies. 
 
Some risks are also insured for fiduciary and crime liability, contractors’ equipment, transportation, inland 
marine, railroad protective liability, and an assortment of commercial general liability, medical, accidental 
death and dismemberment, and miscellaneous policies.  Bonds are purchased for public officials, notaries 
public and pension exposures. 
 
Pension System 

Nearly all permanent non-uniformed City employees participate in the Seattle City Employees’ Retirement 
System (the “Plan”), a single employer public employee retirement system.  The payroll for City employees 
covered by the Plan for the year ended December 31, 2003, was $426.0 million; total City payroll was 
$660.3 million.  Participating City employees are required to contribute 8.03 percent of their annual base 
salary to the Plan, which is matched by a comparable City contribution.  Combined employee and employer 
contributions to the Plan totaled approximately $70 million for the year ending December 31, 2003.  As of 
January 1, 2004, the Plan was estimated to be 85.9 percent funded. 
 



 

Labor Relations 

The City has 33 separate departments and offices with approximately 13,000 regular and temporary 
employees.  Thirty different unions and 45 bargaining units represent approximately 75 percent of the City’s 
regular employees.  The City’s contract with the Seattle Police Officers Guild expired on December 31, 2002, 
and a tentative agreement is currently being voted on by Guild members.  The results of the vote will be 
known in late December 2004.  The contracts with all other City unions, other than the Seattle Police 
Management Association (whose contract expires December 31, 2005), expire between December 31, 2004, 
and January 31, 2005, and negotiations for successor agreements are underway. 
 
 

INITIATIVE AND REFERENDUM 

Under the State Constitution, Washington voters may initiate legislation (either directly to the voters, or to the 
Legislature and then, if not enacted, to the voters) and require the Legislature to refer legislation to the voters 
through the powers of initiative and referendum, respectively.  Any law approved in this manner by a majority 
of the voters may not be amended or repealed by the 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 Legislature.  After 
two years, the law is subject to amendment or repeal by the 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 eight percent 
(initiative) and four percent (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 
initiatives might gain sufficient signatures to qualify for submission to the Legislature and/or the voters or, if 
submitted, whether they ultimately would become law. 
 
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 

Bond Litigation 

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.   
 
Effective Date of Bond Ordinance 

The Bond Ordinance was passed by the City Council and signed by the Mayor on November 22, 2004.  
Under the Seattle City Charter, an ordinance normally become effective 30 days after it has been signed by the 
Mayor (December 22, 2004, for the Bond Ordinance).  The Bond Ordinance includes language ratifying 
actions prior to its effective date that are consistent with its terms, including the issuance of the Notice of 
Bond Sale, selection of an underwriter, and adoption of the Bond Resolution.  
 
Approval of Counsel 

Legal matters incident to the authorization, issuance and sale of the Bonds by the City are subject to the 
approving legal opinion of Foster Pepper & Shefelman PLLC, Bond Counsel.  A form of the opinion of such 
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