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City of Seattle
\ \ Edward B. Murray, Mayor

' Finance and Administrative Services
Fred Podesta, Director
Glen M. Lee, City Finance Director

June 29, 2015

The Honorable Mayor and
Members of the City Council:

I am pleased to submit to you the 2014 Comprehensive Annual Financial Report (CAFR) of the City of
Seattle, Washington. The Department of Finance and Administrative Services prepared this report to
present the financial position of the City of Seattle as of December 31, 2014. In addition, the CAFR
describes the results of its operations, the cash flows of its proprietary fund types, and changes in plan net
position of its pension and private-purpose trust funds for the year then ended. The financial statements
and supporting schedules have been prepared in accordance with generally accepted accounting principles
and meet the requirements of the State Auditor and the City Charter.

Washington State law requires an annual audit of the City of Seattle’s (the City’s) financial statements by
the independently elected State Auditor. The State Auditor conducts his examination in accordance with
generally accepted auditing standards and provides an independent assessment that helps assure fair
presentation of the City’s financial position, results of operations, the cash flows of its proprietary fund
types, and changes in plan net position of its pension and private-purpose trust funds. In addition to the
opinion on the City's financial statements, included in this report, the State Auditor also issues separate
reports on internal control and compliance with laws and regulations that meet the requirements of the
Single Audit Act and related OMB Circular A-133. These reports are available in the City’s separately
issued Single Audit Report.

The accuracy of the City's financial statements and the completeness and fairness of their presentation is
the responsibility of the City’s management staff. The City maintains a system of internal accounting
controls designed to provide reasonable assurance that assets are safeguarded against loss or unauthorized
use, and that financial records can be relied upon to produce financial statements in accordance with
generally accepted accounting principles. The concept of reasonable assurance recognizes that the cost of
maintaining the system of internal accounting controls should not exceed benefits likely to be derived.

Management’s discussion and analysis (MD&A) immediately follows the State Auditor’s report. It
provides a summary and assessment of the City’s most important financial developments to accompany
the financial statements. This letter of transmittal complements the MD&A and should be read in
conjunction with it.

PROFILE OF THE GOVERNMENT

The City of Seattle was incorporated on December 2, 1869. The City operates under a City Charter
adopted on March 12, 1946 and last amended by the voters on November 5, 2013, providing for a
nonpartisan Mayor-Council form of government. The City Council is currently composed of nine
members, with all nine positions elected at large. The City Charter was amended in 2013 to modify the

Department of Finance and Administrative Services Tel (206) 684-8079
700 Fifth Avenue, 4314 Floor Fax (206) 684-8286
P.0. Box 94669 Hearing Impaired use the Washington Relay Service (7-1-1)

Seattle, Washington 98124-4669 http://www.seattle.gov/FAS



composition of the City Council and in 2015 will have positions 1 through 7 elected by districts and
positions 8 and 9 elected from the City at large. The City provides the full range of municipal services
authorized by its charter and operates four rate-funded utilities.

The City of Seattle is a primary government for financial reporting purposes. Its governing body is
elected by the citizens in a general, popular election. The CAFR includes financial summaries for all
organizations and activities for which elected City officials exercise financial accountability. Certain
organizations created by or related to the City, for which the City is not financially accountable, have
been excluded from this report. A joint venture, component units, and contingent liabilities, which exist
from relationships with organizations created by the City, are included in this report. The notes to the
financial statements further discuss the City as a financial reporting entity.

The City provides a full range of services. The City builds and repairs roads and maintains electric,
water, solid waste, sewer and drainage services. It provides police and fire protection as well as judicial
services. It administers land use policy, and takes an active role in commercial and industrial
development and environmental protection. The City designs and maintains many parks and golf courses,
coordinates recreation activities, maintains libraries, fosters neighborhood livability, and works to
preserve a satisfactory living environment for both the community and individuals.

BUDGETS AND BUDGETARY ACCOUNTING

The City Council approves the City's operating budget and two separate but related fiscal plans: the
Capital Improvement Program (CIP) plan and the Community Development Block Grant (CDBG)
program allocation.

The operating budget is proposed by the Mayor and adopted by the City Council at least 30 days before
the beginning of the fiscal year. The budget allocates available resources on an annual basis between the
City’s programs and ordains financial transactions that support the allocations and related financing
decisions. Appropriations in the budget are valid for a single fiscal year except for appropriations that
support capital projects, grants, or endowments. The budget also ordains changes to employee positions
by department.

The CIP plan is proposed by the Mayor and adopted by the City Council at least 30 days before the
beginning of the fiscal year. The CIP is a six-year plan for capital project expenditures and anticipated
financing by funding source. It is revised and extended annually. The City Council adopts the CIP as a
planning document and appropriates the multi-year expenditures identified in the CIP through the
adoption of the annual budget or subsequent supplemental budgets. The CIP is consistent with the City’s
Comprehensive Plan and includes information required by the State’s Growth Management Act.

The CDBG planning process allocates the annual grant awarded by the federal government to City
departments and non-City organizations. Although this federally funded program has unique timetables
and requirements, the City coordinates it with the annual budget and CIP processes to improve
preparation and budget allocation decisions and streamline budget execution.

The Adopted Budget makes appropriations for operating and capital expenses at the budget control level
within the departments. Grant-funded activities are controlled as prescribed by law and federal or state
regulations.



NATIONAL AND LOCAL ECONOMY

U.S. Economy Recoveries from recessions caused by financial crises tend to be weak and protracted.
The recovery from the Great Recession, which is now in its 6th year, has not been an exception. Growth
has been sluggish when compared with most other recoveries, though the economy has been looking
healthier in recent months. By many measures 2014 has been the strongest year of the recovery. More
jobs were created in 2014 than in any year since 1999, and consumer sentiment steadily improved over
the course of the year, reaching pre-recession levels by year-end. Real GDP declined in first quarter of
2014, in part because of unusually cold winter weather in much of the nation, but then grew at an average
rate of 4.0 percent over the year’s final three quarters.

The strong growth in the second through fourth quarters of 2014 was led by strong hiring, business
investment, and consumer spending, which was supported by lower debt burdens, rising stock and
housing prices, and falling energy prices. Also supporting growth was the winding down of fiscal
austerity, i.e., spending cuts and tax increases by federal, state, and local governments. Somewhat
offsetting these positive developments were the rise in the value of the dollar during the second half of the
year. While a stronger dollar benefits consumers, it hurts exporters by making their products more costly,
and forces domestic firms to compete with lower priced imports. In addition, the decline in energy prices
has caused a slowdown of growth and investment in areas of the nation that produce oil and natural gas.

The economy still has areas of weakness, including wage growth, which is just keeping up with inflation,
and housing. Housing prices have been rising, which has lifted many homeowners above water, but
construction and sales continue to recover slowly. Sales were supported by investors in 2012 and early
2013, but as prices have risen investors have retreated. Households have been slow to enter the market
for a variety of reasons, including the difficulty of qualifying for loans and disillusionment with
homeownership.

Looking to the future, economists expect growth to pick up in 2015, aided by stronger wage growth, a
strengthening housing recovery, and low energy prices. Solid growth is also forecast for 2016 and 2017,
with GDP expected to grow in the 2% - 3 percent range. Risks to this relatively optimistic forecast come
largely from outside of the U.S. They include a slowing of growth and possible financial crisis in China,
continued weakness in the Eurozone, political turmoil in oil exporting countries, and an escalation of the
confrontation with Russia over the Ukraine.

Seattle Metro Area Economy: The Seattle metro area has rebounded from the recession at a much
quicker pace than the nation as a whole. Through February 2015, Seattle metro area (King and
Snohomish Counties) employment was up 14.2 percent from its post-recession low in February 2010,
compared to an 8.8 percent gain in U.S. employment over the same period. Areas of strength during the
recovery have included aerospace, professional, scientific, and technical services, health services, and
mail order and internet retail.

Acrospace provided a big lift to the local economy during the early stages of the recovery, adding 14,000
jobs in 2011 and 2012. However, aerospace employment peaked in November 2012 and has declined by
3,300 jobs since then. Despite this modest drop in employment, in 2014 the Boeing Company, the
region’s largest employer, delivered a record 723 jets and booked orders for 1,432 new planes. At the end
of 2014 Boeing had a backlog of over 5,000 planes on order.

Thus far during the recovery, the city of Seattle has been one of the fastest growing areas in the Puget
Sound Region, in part because of a surge in construction focused in multi-family housing and office
space. The construction boom generated a 28.7 percent increase in sales tax revenue from construction
activity in 2012 and gains of 9.3 percent and 17.2 percent in 2013 and 2014, respectively. A key driver of



recent growth in Seattle, including the growth in construction activity, has been Amazon, which has been
hiring aggressively since the Great Recession ended. Amazon currently leases or owns about 4.2 million
square feet of office space in Seattle’s South Lake Union neighborhood. It is currently building two of
three proposed 1.1 million square foot office towers.

With the recent upturn in aerospace employment now behind us, regional employment growth is
predicted to slow going forward, and 2014 is likely to be the peak year for employment growth (at 3.0
percent) during the current cycle. The Puget Sound Economic Forecaster predicts that employment
growth will average a modest 1.7 percent per year over the next five years. Personal income growth is
forecast to range between five and six percent, which is approximately three percent per year faster than
the rate of inflation.

General Subfund: In 2014, general government revenues and other financing sources for the General
Subfund totaled approximately $1.045 million. General Subfund revenues and other financing sources
are projected to rise to $1.050 million in 2015 and $1.093 million in 2016. These figures are from the
April 2015 revenue forecast.

In 2014 total Seattle tax revenue increased by 6.9 percent from 2013 levels. Revenue growth was
strongest for the retail sales tax, which posted a 10.1 percent gain in 2014, led by construction, business
and professional services, and accommodation and food services. The B&O tax also had a strong year,
with an 8.7 percent gain. Growth was weaker for the property tax (3.8 percent) and utility taxes (2.7
percent). Tax revenue growth is expected to fall to 3.6 percent in 2015 as retail sales and B&O tax
growth rates drop to the 6 — 7 percent range and property and utility tax growth rates decline from 2014
levels. In 2016, tax revenue is forecast to increase by 4.4 percent.

INITIATIVES

The 2015-2016 Adopted Budgets included a total of more than $4 billion in annual appropriations, of
which $1.049 billion in 2015 and $1.068 billion in 2016 year was for the General Fund.

Healthy reserve funds are an essential tool in creating financial stability for the City. It allows the City to
preserve services in times of an unexpected revenue contraction, and helps protect the City’s high bond
rating, which helps keep the City’s borrowing costs low. The City maintains two large reserves to help
address potential financial stresses on the General Fund: the Revenue Stabilization Account, and the
Emergency Subfund.

The Revenue Stabilization Account (RSA), better known as the Rainy Day Fund, buffers the General
Fund from unanticipated shortfalls in revenue. By adopted policy, 0.5 percent of General Fund tax
revenues are directed into the RSA fund each year, until it reaches a maximum amount established as 5
percent of this same revenue stream. RSA’s financial policies facilitated the rebuilding of the reserve
fund balance from a low of $10.5 million in 2010 to $41.4 million reported at year end 2014,

The City’s other large reserve, the Emergency Subfund (ESF), protects the General Fund from the risks of
significant and unanticipated expenditures, such as recovery from a major natural disaster. By state law,
the City can maintain the equivalent of up to 37.5 cents per $1,000 of assessed property values in the
ESF. As the local economy has recovered, real estate values have increased rather rapidly, and as a result,
so has the limit on the ESF balance. At the end of 2014 the City’s Emergency Subfund’s balance reported
$48.6 million.

The 2015 Adopted and 2016 Endorsed Budget does not anticipate using these reserve resources and
continues to fully fund the RSA and ESF at the maximum statutory-authorized. For 2015, the RSA’s



fund balance is projected to reach $44.8 million, and the ESF’s fund balance is estimated to grow to $53.0
million. Both fiscal reserve funds are at record levels for the City.

Beginning in 2015, Office of Civil Rights (OCR) will house the newly created City of Seattle Office of
Labor Standards, which will centralize outreach and enforcement of City ordinances addressing labor
standards and coordinate with current enforcement staff on shared-jurisdiction claims and cases. The
main work program of the Office of Labor Standards includes the Paid Sick and Safe Time Ordinance, the
Job Assistance Ordinance, the $15 Minimum Wage Ordinance, and the Wage Theft Ordinances. For
2015 the office’s work will focus primarily on education and outreach for both employers and employees.

In August 2014, the voters of Seattle passed a ballot measure creating the Seattle Metropolitan Park
District. State statute authorizes the park district to levy and impose various taxes and fees to generate
revenues to maintain, operate and improve parks, community centers, pools, and other recreation facilities
and programs. The park district's taxing authority does not begin until January 1, 2016. As a result, in
2015 park district programs will be funded through a $10 million loan from the City. This 'bridge year'
will be paid back by subsequent park district revenues. Beginning in 2016, the park district is projected to
collect $48 million a year that will support Parks operations and capital projects.

The 2015-2016 Adopted Budget creates the new Department of Education and Early Learning (DEEL).
To create the new department, the adopted budget transfers all programs currently administered by the
Office for Education (OFE), located in the Department of Neighborhoods (DON) and the Education
Support Levy, to the new DEEL. Additionally, the budget transfers a number of programs related to early
education, child health and childcare from the Human Services Department (HSD).

In November 2014, voters of Seattle approved a four-year, $58 million Seattle Preschool Services Levy.
The levy funds the demonstration phase of Seattle Preschool Program (SPP) which aims to serve 2,000
children in 100 classrooms by 2018. Like the 2011 Families and Education Levy, SPP funds are now
administered by newly created Department of Education and Early Learning. For 2015 the Preschool
levy is projected to generate $4.8 million in additional tax resources, and increase to $8.4 million in 2016.

Voters approved Proposition 1 in the November 2014 election that will expand Metro service in Seattle
starting in 2015. The additional service will focus on reducing overcrowding, increasing frequency and
reducing unreliability. These services are supported by a $60 increase in vehicle license fees, and 0.1
percent increase in the sales tax rate collected. The funding measure is expected to raise $45 million a
year for six years.

The 2006 $365 million voter-approved Bridging the Gap Levy (BTG) expires at the end of 2015 and
reduces $41 million in transportation support for 2016. The 2015-2016 Adopted Budget begins to set the
foundation for discussion about future transportation funding needs. The budget provides SDOT with
$40.6 million in General Funds and $388.8 million from other funding sources in 2015. Collectively, this
represents a $20.7 million (5.0 percent) increase relative to the 2014 Adopted Budget. In 2016, the
endorsed budget is $45.2 million in General Funds and $296.9 million from other funding sources - a
$66.6 million drop from 2014 Adopted Budget level (16.3 percent reduction).

CERTIFICATE OF ACHIEVEMENT

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to the City of Seattle for its
comprehensive annual financial report for the fiscal year ended December 31, 2012. The Certificate of



Achievement is a prestigious national award recognizing conformance with the highest standards for the
preparation of state and local government financial reports.

I would like to express my appreciation to the entire staff of Citywide Accounting Services, other
members of the Department of Finance and Administrative Services, and other City departments who
contributed to the preparation of this report. Finally, I thank you for your interest and continuing support
in planning and conducting the City's financial operations in a responsible manner.

n £

Glen M. Lee, City Finance Director
Department of Finance and Administrative Services
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Washington State Auditor’s Office

INDEPENDENT AUDITOR’S REPORT ON FINANCIAL STATEMENTS

June 29, 2015

Mayor and City Council
City of Seattle
Seattle, Washington

REPORT ON THE FINANCIAL STATEMENTS

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund and the aggregate discretely presented component units and remaining fund
information of the City of Seattle, King County, Washington, as of and for the year ended December 31,
2014, and the related notes to the financial statements, which collectively comprise the City’s basic financial
statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation
of financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We did not audit
the financial statements of:

e The Light Fund, Water Fund, Drainage and Wastewater Fund, and Solid Waste Fund, which are
major funds that collectively represent 99 percent, 99 percent, and 97 percent, respectively, of the
assets and deferred outflows, net position, and revenues of the business-type activities.

e The Seattle City Employees’ Retirement System, which represents 64 percent, 75 percent, and
22 percent, respectively, of the assets and deferred outflows, net position, and revenues of the
aggregate discretely presented component units and remaining fund information.

Those financial statements were audited by other auditors whose reports thereon have been furnished to us,
and our opinions, insofar as they relate to the amounts included for the Light, Water, Drainage and
Wastewater, and Solid Waste funds and the Seattle City Employees’ Retirement System, are based solely
on the reports of the other auditors.



We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free from material
misstatement. The financial statements of the Water, Drainage and Wastewater, and Solid Waste funds and
the Seattle City Employees’ Retirement System were not audited in accordance with Government Auditing
Standards.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the City’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the City’s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinions.

Opinion

In our opinion, based on our audit and the reports of other auditors, the financial statements referred to
above present fairly, in all material respects, the respective financial position of the governmental activities,
the business-type activities, each major fund and the aggregate discretely presented component units and
remaining fund information of the City of Seattle, King County, Washington, as of December 31, 2014,
and the respective changes in financial position and, where applicable, cash flows thereof for the year then
ended in accordance with accounting principles generally accepted in the United States of America.

Matters of Emphasis

As described in Note 1, during the year ended December 31, 2014, the City has implemented the
Governmental Accounting Standards Board Statement No. 67, Financial Reporting for Pension Plans — an
amendment of GASB Statement No. 25, Statement No. 69, Government Combinations and Disposals of
Government Operations and Statement No. 70, Nonexchange Financial Guarantees. Our opinion is not
modified with respect to this matter.

Other Matters
Report on Summarized Comparative Information

The financial statements include partial prior year comparative information. Such information does not
include all of the information required for a presentation in conformity with accounting principles generally
accepted in the United States of America. Accordingly, such information should be read in conjunction
with the City’s financial statements for the year ended December 31, 2013, from which such partial
information was derived.

We and other auditors have previously audited the City’s 2013 financial statements and, based on our audit
and the reports of the other auditors, we expressed unmodified opinions on the respective financial



statements of the governmental activities, business-type activities, each major fund, and the aggregately
discretely presented component units and remaining fund information in our report dated June 26, 2014. In
our opinion, the summarized comparative information for the governmental activities and governmental
funds presented herein as of and for the year ended December 31, 2013, is consistent, in all material
respects, with the audited financial statements from which it has been derived.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 9 through 29, budgetary comparison information on pages 157 through
160 and pension trust fund information on pages 161 through 163 be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is required by
the Governmental Accounting Standards Board who considers it to be an essential part of financial reporting
for placing the basic financial statements in an appropriate operational, economic or historical context. We
and the other auditors have applied certain limited procedures to the required supplementary information
in accordance with auditing standards generally accepted in the United States of America, which consisted
of inquiries of management about the methods of preparing the information and comparing the information
for consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion
or provide any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Supplementary and Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City’s basic financial statements. The accompanying information listed as combining and
individual fund and other supplementary information on pages 167 through 254 is presented for purposes
of additional analysis and is not a required part of the basic financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlying accounting and
other records used to prepare the financial statements. This information has been subjected to auditing
procedures applied in the audit of the basic financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used
to prepare the financial statements or to the financial statements themselves, and other additional procedures
in accordance with auditing standards generally accepted in the United States of America. In our opinion,
the information is fairly stated, in all material respects, in relation to the basic financial statements taken as
a whole.

The information identified in the table of contents as the Introduction and Statistics Sections is presented
for purposes of additional analysis and is not a required part of the basic financial statements of the City.
Such information has not been subjected to the auditing procedures applied in the audit of the basic financial
statements and, accordingly, we do not express an opinion or provide any assurance on it.

OTHER REPORTING REQUIRED BY GOVERNMENT AUDITING STANDARDS

In accordance with Government Auditing Standards, we will also issue our report dated June 29, 2015, on
our consideration of the City’s internal control over financial reporting and on our tests of its compliance
with certain provisions of laws, regulations, contracts and grant agreements and other matters. That report
will be issued under separate cover in the City’s Single Audit Report. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and the results



of that testing, and not to provide an opinion on internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing Standards in
considering the City’s internal control over financial reporting and compliance.

Sincerely,

(et
JAN M. JUTTE, CPA, CGFM

ACTING STATE AUDITOR
OLYMPIA, WA
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Management’s Discussion and Analysis

MANAGEMENT’S DISCUSSION AND ANALYSIS

The City of Seattle (City) presents this Management’s Discussion and Analysis (MD&A) of its financial activities for the fiscal year
ended December 31, 2014. This discussion and analysis focuses on significant financial issues, provides an overview of the City’s
financial activity, highlights significant changes in the City’s financial position, and identifies material variances between the
approved budget and actual spending.

The City encourages readers to consider the information presented here in conjunction with additional information provided in its
letter of transmittal.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is an introduction to the City of Seattle’s basic financial statements which consist of three components:
(1) government-wide financial statements, (2) fund financial statements, and (3) notes to the financial statements. The report also
contains other supplementary information in addition to the basic financial statements.

Government-Wide Financial Statements

The government-wide financial statements provide a broad overview of the City’s finances in a manner similar to that of private-
sector business.

The Statement of Net Position presents information on all City assets, deferred outflows of resources, liabilities, deferred inflows
of resources, with the difference between these elements reported as net position. Over time, increases or decreases in net position
may serve as a useful indicator of the City’s financial health.

The Statement of Activities presents changes in net position during the current reporting period. All changes to net position are
reported as of the date of the underlying event, rather than when cash is received or disbursed. Thus, some reported revenues and
expenses result in cash flows in future periods. The Statement of Activities focuses on both the gross and the net cost of the various
activities of the City. The report summarizes and simplifies analysis of the revenues and expenses of the various City activities and
the degree to which activities are subsidized by general revenues.

The government-wide financial statements distinguish functions of the City that are principally supported by taxes and
intergovernmental revenues (governmental activities) from other functions that recover all or a significant portion of their costs
through user fees and charges (business-type activities). The governmental functions of the City include general government
activities, judicial activities, public safety, physical environment, transportation, economic environment, health and human services,
and culture and recreation. The business-type activities of the City include an electric utility, a water utility, a waste disposal utility,
a sewer and drainage utility, operations of regulatory and long-range planning and enforcement of policies and codes that include
construction and land use, and parking facilities.

Fund Financial Statements

A fund is a group of related accounts used to maintain control over resources that are segregated for specific activities or objectives.
The City, like other state and local governments, uses fund accounting to ensure and demonstrate compliance with finance-related
legal requirements. There are three categories of City funds: governmental funds, proprietary funds, and fiduciary funds.

Governmental funds account for essentially the same functions reported as governmental activities in the government-wide financial
statements. Most of the City’s basic services are reported in the governmental funds. These statements, however, focus on near-
term inflows and outflows of spendable resources, as well as fund balances at the end of the fiscal year. Such information may be
useful in assessing the City’s near-term financing requirements.

Readers may better understand the long-term impact of the government’s near-term financing decisions by comparing the information
presented for the governmental funds with similar information presented for governmental activities in the government-wide financial
statements. Both the governmental funds Balance Sheet and the governmental funds Statement of Revenues, Expenditures, and
Changes in Fund Balances provide a reconciliation to facilitate the comparison.




The City of Seattle

The City maintains numerous governmental funds that are organized according to type (general, special revenue, debt service,
capital projects, and permanent funds). Information for the three major governmental funds is presented separately in the
governmental funds Balance Sheet and the governmental funds Statement of Revenues, Expenditures, and Changes in Fund Balances;
information for the nonmajor funds is presented in the aggregate. The City’s major governmental funds are the General Fund,
Transportation Fund, and Low-Income Housing Fund. Information for each of the nonmajor governmental funds is provided in
the combining statements in this report.

Proprietary funds account for services for which the City charges outside customers and internal City departments. Proprietary
funds provide the same information as shown in the government-wide financial statements, only in more detail. The City maintains
the following two types of proprietary funds.

» Enterprise funds report the same functions presented as business-type activities in the government-wide financial statements.
The proprietary funds financial statements provide separate information for the Seattle City Light Fund, Water Fund, Drainage
and Wastewater Fund, and Solid Waste Fund, which are considered to be major enterprise funds. Information for nonmajor
enterprise funds is presented in the aggregate. Information for each of the nonmajor enterprise funds is provided in the combining
statements in this report.

+ Internal service funds report activities that provide supplies and services for various City programs and activities. The City uses
internal service funds to account for its finance and administrative services and information technology services. Because these
services largely benefit governmental rather than business-type functions, they have been included within the governmental
activities in the government-wide financial statements. The internal service funds are combined into a single aggregated
presentation in the proprietary funds financial statements. Information for each of the internal service funds is provided in the
combining statements in this report.

Proprietary fund statements follow the governmental fund statements in this report.

Fiduciary funds account for resources held for the benefit of parties outside the government. Fiduciary funds are not reflected in
the government-wide financial statements because the resources of these funds are not available to support City programs. The
accounting used for fiduciary funds is similar to that used for proprietary funds. The City’s fiduciary funds include the Employees’

Retirement Fund, the Firemen’s Pension Fund, the Police Relief and Pension Fund, the S. L. Denny Private-Purpose Trust Fund,
and various agency funds.

Notes to the Financial Statements
The notes to the financial statements are an integral part of the financial statements. They provide additional disclosures that are

essential to a full understanding of the information provided in the government-wide and fund financial statements. The notes to
the financial statements immediately follow the basic financial statements in this report.

Required Supplementary Information

This report also contains other required supplementary information (RSI) on budgetary comparisons for major governmental funds
and pension plan funding.

Combining Statements

The combining statements referred to earlier in connection with the nonmajor governmental and enterprise funds, internal service
funds, and fiduciary funds are presented immediately following the required supplementary information.

Statistical Information
The statistical section provides financial statement users with additional historical perspective, context, and detail for them to use

in evaluating the information contained within the financial statements, notes to the financial statements, and the required
supplementary information with the goal of providing the user with a better understanding of the City’s economic condition.
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FINANCIAL HIGHLIGHTS

* At the end of fiscal year 2014 the City’s net position totaled $5.583 billion, with governmental activities accounting for 63.1
percent and business-type activities 36.9 percent, approximately a 2 to 1 ratio.

* Net investment in capital assets, net of depreciation and related debt, accounts for 86.7 percent, $4.839 billion, of the City's
total net position. In one year the value of the City's capital assets grew 10.0 percent, $440.5 million. Of these assets the City's
governmental activities controls $3.089 billion, with the remaining $1.750 billion supporting business-type activities.

«  The City's remaining net position, 13.3 percent, is available to meet the City’s ongoing obligations to citizens and creditors.
This balance of restricted and unrestricted net position lost (10.2) percent of its value during 2014, decreasing $(84.9) million
to end the year at $744.0 million. The City's governmental activities were the primary factor driving this change, accounting
for 76.0 percent of the total decrease. At the end of 2014 the governmental activities reported a $(16.4) million deficit in the
unrestricted balance.

*  During 2014 the positive change in City's net position totaled $355.7 million, leading to a 6.8 percent increase over 2013's
ending net position of $5.227 billion. Governmental activities contributed $134.3 million, 37.8 percent of the change, while
the net position of business-type activities account for the remaining two thirds change, $221.3 million in 2014.

»  The City’s governmental funds reported a combined ending fund balance of $679.6 million for 2014, a reduction of (3.9) percent
from the prior year's balance of $707.3 million. The $(27.7) million decrease in governmental fund balance reported for 2014
is a significant change from 2013 when governmental funds contributed $68.9 million to the fund balance.

*  Ofthetotal decrease in 2014's governmental fund balance, 82.5 percent directly impacted the unassigned fund balance available
for all purpose spending. 2014 reported $75.3 million of unassigned fund, (23.3) percent lower than 2013's reported balance,
a reduction of $(22.9) million.

*  Approximately 65.8 percent of the governmental fund balances is externally restricted for specific purposes. During 2014 the
level of restrictions on the governmental fund balances fell by $(12.0) million, reporting a year-end balance of $446.9 million,
a (2.60) percent decrease from 2013.

*  Governmental fund balances reported two reservations with year over year growth. Atthe end of 2014 $15.6 million is assigned
for specific purposes by City’s management, a 20.3 percent change over the $13.0 million balance reported in 2013. The total
amount committed by City Council is $137.1 million, a 3.1 percent change over the $133.0 million reported within the
governmental fund balances from the prior year.

«  The City’s governmental funds generated revenues totaling $1.750 billion in the fiscal year ended December 31, 2014, an
increase of approximately $104.3 million, 6.34 percent, from the prior year’s balance of $1.645 billion. Expenditures in
governmental funds amounted to $1.828 billion, an increase of approximately $125.2 million, 7.35 percent, compared to $1.703
billion in 2013. In the aggregate, expenditures for governmental funds exceeded revenues by approximately $(78.7) million.
The City’s General Fund reported an excess of revenues over expenditures totaling $263.3 million, while the other major and
nonmajor governmental funds reported a deficiency of revenues totaling $(341.9) million.

*  During the year, general obligation bonded debt for limited tax (LTGO) and unlimited tax (UTGO) bonds were issued to finance
the City’s various capital improvement projects. At the end of the fiscal year 2014 the City had $4.416 billion in outstanding
bonded debt that included general obligation and revenue bonds, compared to $4.259 billion in2013. This represents an increase
of approximately $156.7 million, 3.7 percent.
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GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net position may serve as a useful indicator of a government’s financial position. Table A-1 is a condensed version
of the statement of net position for the City of Seattle. At the close of the current fiscal year the City’s total net position was $5.583
billion.

Statement of Net Position

Table A-1 CONDENSED STATEMENT OF NET POSITION
(In Thousands)
Governmental Activities Business-Type Activities Total
Restated Restated
2014 2013 2014 2013 2014 2013

ASSETS
Current and Other Assets $ 983,515 $ 982,466 $ 1,522,551  $ 1,373,408 $ 2,506,066 $ 2,355,874
Capital Assets and Construction in Progress, Net of

Accumulated Depreciation 3,915,087 3,733,918 4,979,382 4,683,737 8,894,469 8,417,655
Total Assets 4,898,602 4,716,384 6,501,933 6,057,145 11,400,535 10,773,529
DEFERRED OUTFLOWS OF RESOURCES 456,252 436,014 47,858 52,371 504,110 488,385
LIABILITIES
Current Liabilities 308,485 300,907 411,184 388,086 719,669 688,993
Noncurrent Liabilities 1,059,202 1,017,856 3,921,491 3,755,471 4,980,693 4,773,327
Total Liabilities 1,367,687 1,318,763 4,332,675 4,143,557 5,700,362 5,462,320
DEFERRED INFLOWS OF RESOURCES 466,094 446,877 155,157 125,336 621,251 572,213
NET POSITION
Net Investment in Capital Assets 3,088,501 2,889,659 1,750,495 1,508,831 4,838,996 4,398,490
Restricted 448,935 460,885 58,039 57,404 506,974 518,289
Unrestricted (16,363) 36,212 253,427 274,387 237,064 310,599
Total Net Position $ 3,521,073  $ 3,386,756 $ 2,061,961 $ 1,840,622 $ 5,583,034 $ 5,227,378

The largest portion of the City’s net position, 86.7 percent, reflects an investment of $4.839 billion in capital assets, such as land,
buildings, and equipment, less any related outstanding debt used to acquire those assets. The City uses these capital assets to provide
services to citizens; consequently, these assets are not available for future spending. Although the City’s investment in its capital
assets is reported net of related debt, the resources needed to repay the debt must be provided from other funding sources, as capital
assets cannot be used to liquidate these liabilities.

An additional portion of the City’s net position, $507.0 million, 9.1 percent, represents resources that are subject to external restrictions
on how they may be used. The remaining balance of unrestricted net position, $237.1 million, 4.3 percent, may be used to meet the
government’s obligation to citizens and creditors.

The net position for the business-type activities increased 12.0 percent between 2013 and 2014, from $1.841 billion to $2.062

billion. The increase in net position is attributed primarily to the performance of the City Light Utility, which accounted for
54.82 percent, or $121.3 million of the total $221.3 million change in net position for business-type activities.
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Table A-2 CHANGES IN NET POSITION RESULTING FROM
CHANGES IN REVENUES AND EXPENSES
(In Thousands)
Governmental Activities Business-Type Activities Total
Restated Restated
2014 2013 2014 2013 2014 2013
Revenues
Program Revenues
Charges for Services $ 357,810 $ 325964 $§ 1,685,506 $ 1,619,118 § 2,043,316 $ 1,945,082
Operating Grants and Contributions 123,986 135,407 6,155 7,055 130,141 142,462
Capital Grants and Contributions 37,895 42,468 48,129 63,760 86,024 106,228
General Revenues
Property Taxes 431,458 423,927 — — 431,458 423,927
Sales Taxes 199,735 181,171 — — 199,735 181,171
Business Taxes 431,436 408,913 — — 431,436 408,913
Other Taxes 86,226 76,360 — — 86,226 76,360
Other 13,551 15.349 19.013 5.876 32.564 21,225
Total Revenues 1,682,097 1,609,559 1,758,803 1,695,809 3,440,900 3,305,368
Expenses
Governmental Activities
General Government 189,034 161,041 — — 189,034 161,041
Judicial 28,874 33,517 — — 28,874 33,517
Public Safety 568,843 515,129 — — 568,843 515,129
Physical Environment 5,853 10,740 — — 5,853 10,740
Transportation 222,199 165,742 — — 222,199 165,742
Economic Environment 138,169 125,191 — — 138,169 125,191
Health and Human Services 76,562 71,256 — — 76,562 71,256
Culture and Recreation 275,566 267,043 — — 275,566 267,043
Interest on Long-Term Debt 31,170 26,417 — — 31,170 26,417
Business-Type Activities
Light — — 798,161 780,930 798,161 780,930
Water — — 221,944 215,600 221,944 215,600
Drainage and Wastewater — — 298,633 290,147 298,633 290,147
Solid Waste — — 159,501 156,653 159,501 156,653
Planning and Development — — 58,304 53,080 58,304 53,080
Downtown Parking Garage — — 7,458 8,159 7,458 8,159
Fiber Leasing — — 27 54 27 54
Total Expenses 1,536,270 1,376,076 1,544,028 1,504,623 3,080,298 2.880,699
Excess Before Special Item and Transfers 145,827 233,483 214,775 191,186 360,602 424,669
Special Item - Environmental Remediation — — (4,949) (24,169) (4,949) (24,169)
Transfers (11,512) (10.861) 11,512 10,861 — —
Changes in Net Position 134,315 222,622 221,338 177,878 355,653 400,500
Net Position - Beginning of Year 3.386.756 3.164.134 1,840,622 1,662,745 5,227.378 4.826.879
Net Position - End of Year S 3521071 § 3386756 8 2001960 _$ 1840623 _§ 5583031 _§ 5227379

Analysis of Changes in Net Position

In 2014 the City’s total net position increased by $355.7 million, 6.8 percent. The increase is explained in the following discussion
of governmental and business-type activities.
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Governmental Activities
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Governmental Activities. The charts on the previous page present the City’s governmental expenses and revenues by function and
its revenue by source.

Revenues reported at the citywide level were up 4.1 percent year over year, totaling $3.441 billion in 2014. Out of the $135.5
million of additional revenues reported in 2014, the City’s governmental activities accounted for 53.5 percent of the change. The
following table lists the general revenues ranked by the size of their 2014 collections, and highlights the change in general revenues
between the 2013 and 2014 financial statements.

Amount of
2014 Amount Percent of Change
Rank General Tax Revenues (In Millions) Change (In Millions)
1 Property Taxes $ 431.5 1.8% § 7.5
2 Business Taxes 431.4 5.5 22.5
3 Sales Taxes 199.7 10.2 18.6
4 Other Taxes 16.8 49.2 5.5
5 Excise Taxes 65.4 6.2 3.8

The City’s tax revenues continue to provide the most significant source of revenue for governmental activities, with property, sales
and business tax contributing 91.4 percent of all general revenues, and 63.2 percent of the governmental activities general and
program revenue combined. The year over year growth in these three tax streams was 4.8 percent or $48.6 million, and contributed
85.8 percent of the total revenue growth in governmental activities. Other taxes recorded by the City contributed $9.9 million to
the increase in revenues from governmental activities, 12.9 percent more than reported the previous year.

Direct program revenues collected supporting the City’s governmental activities were $519.7 million, 33.8 percent of the total cost,
with the remaining $1.017 billion covered by the City’s general resources.

The City’s charges for services are the largest component of reported program revenues, and comprise 68.9 percent of program
revenue generated by governmental activities. For governmental activities charges for services contribute 21.3 percent of total
revenues, with year over year revenues collected for service charges up $31.8 million, a 9.8 percent increase that raises the total
service charge collection to 357.8 million.

Expenses reported at the citywide level were up 6.9 percent year over year, totaling 3.080 billion in 2014. Of the $199.6 million
increase in 2014’s expenses 80.3 percent can be attributed to the growth in expenses related to governmental-activities. Net program
expenses for all functions within the City’s governmental activities totaled $1.536 billion for 2014, a 11.6 percent increase over
2013’s costs of $1.376 billion. The following table lists city functions/programs ranked by the size of their 2014 expenses, and
highlights the growth in costs between the 2013 and 2014 financial statements.

Amount of
2014 Citywide Amount Percent of Change
Rank Function/Program (In Millions) Change (In Millions)
1 Public Safety $ 568.8 10.4% $ 53.7
2 Culture and Recreation 275.6 3.2 8.5
3 Transportation 2222 34.1 56.5
4 General Government 189.0 17.4 28.0
5 Economic Environment 138.2 10.4 13.0
6 Health and Human Services 76.6 7.4 53

Within the City’s governmental activities expenses three functions were the primary driver in the year over year changes. Public
safety expenses increased $53.7 million, transportation increased $56.4 million, and the general government function $28.0
million. This accounts for 86.0 percent of the total increase in expenses for the City’s governmental activities.

The City’s largest governmental expense is the public safety function, totaling 18.5 percent of all citywide expenses and
reaching a record level of $568.8 million for 2014. The public safety function is 37.0 percent of the total expense in the City’s
governmental activities, and more than double the costs of any other function with the next highest costs reported in culture and
recreation at $275.6 million.

The City’s overall capitalization of 2014’s expenses from the governmental funds was down (6.1) percent, from $204.8 million

to $192.2 million. This reflects the net costs of depreciation $115.0 million, and the additional operating assets and equipment,
and changes in work in progress totaling 307.3 million.
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Business-Type Activities
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Business-Type Activities. At year end the City’s net position for business-type activities was $2.062 billion, a 12.0 percent increase
totaling $221.3 million. Of this amount $8.2 million reflects the consolidation of internal service fund activities related to enterprise
funds. Key factors for the change were as follows:

The City Light Utility realized a $121.3 million increase in net position for 2014. A $44.2 million increase in total operating revenues
was primarily due to higher surplus energy available for sale and higher wholesale power prices. An increase in operating expenses
of $23.1 million was due to higher long-term purchased power expenses and higher operating costs related to transmission,
conservation, administration, and depreciation. Investment income was higher by $7.1 million due to favorable swing between years
in unrealized fair value gains. Capital contributions and grants were lower by $21.3 million due to lower in-kind contributions for
various construction projects.

The Water Ultility experienced an increase of $31.5 million in net position for 2014. Operating revenues increased $7.4 million
mainly due to increases in direct service revenues; operating expenses increased $7.9 million in 2014. Factors affecting this change
included additional City utility taxes, depreciation and amortization, general, administrative, and utility systems management.

The Drainage and Wastewater Ultility net position increased $48.5 million in 2014. Operating revenues increased by $8.2 million
primarily due to rate increases in 2014 for drainage revenues. The increase was offset by a rise in operating expenses of $9.1 million.
The increase in operating expenses was attributed to several factors including an increase in King County’s treatment rate, general,
administrative, and City business and occupation taxes.

The Solid Waste Utility realized a net increase of $1.9 million in net position in 2014. Operating revenues decreased by $2.2 million

mainly due to the rate stabilization fund. Operating expenses increased $3.4 million. This increase was related to contractual solid
waste collection costs and taxes paid to the City.
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FINANCIAL ANALYSIS OF CITY FUNDS

As noted earlier, the City uses fund accounting to ensure and demonstrate compliance with finance-related legal requirements.

Table A-3 REVENUE, EXPENDITURE, AND FUND BALANCE SUMMARY
GOVERNMENTAL FUNDS
(In Thousands)
Major Funds
General Fund Transportation Fund Low-Income Housing Fund
2014 2013 2014 2013 2014 2013

Revenues

Taxes $ 926,003 $ 866,464 $ 78,477 $ 75,816 $ 17,943 § 17,952

Licenses and Permits 25,027 22,005 5,066 5,130 — —

Grants, Shared Revenues, and Contributions 35,666 48,183 46,244 51,755 2,840 2,088

Charges for Services 61,080 50,587 98,365 102,475 — 810

Fines and Forfeits 31,960 41,043 19 8 — —

Parking Fees and Space Rent 38,223 38,547 84 70 — —

Program Income, Interest, and Miscellaneous

Revenues 42,794 31,346 2,235 122 32,660 11,072

Total Revenues 1,160,753 1,098,175 230,490 235,376 53,443 31,922
Expenditures 897,493 855,584 382,909 321,778 29,181 30,631

Other Financing Sources and Uses

Long-Term Debt Issued and Refunding Payments,

et — — — — — —

Sales of Capital Assets — 22,748 2,108 54 — —
Transfers In (Out) (255,085) (231,371) 162,996 108,964 — —
Total Other Financing Sources and Uses (255,085) (208,623) 165,104 109,018 — —
Fund Balances
Nonspendable 474 375 1,580 1,345 — —
Restricted 99,991 99,659 33,816 27,330 99,003 79,264
Committed 76,493 83,155 50,952 44,988 6,416 1,893
Assigned 5,685 5,325 — — — —
Unassigned 134,492 120,446 — — — —

Total Fund Balances $ 317,135  $ 308,960 $ 86,348 § 73,663 $ 105,419 $ 81,157
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Table A-3 REVENUE, EXPENDITURE, AND FUND BALANCE SUMMARY
GOVERNMENTAL FUNDS (continued)
(In Thousands)

Nonmajor Funds

Special Revenue Funds Debt Service Funds
2014 2013 2014 2013

Revenues

Taxes $ 84,719 $ 82,985 $ 17,706  $ 15,930

Licenses and Permits — — — —

Grants, Shared Revenues, and Contributions 69,986 69,637 979 1,020

Charges for Services 50,346 46,975 — —

Fines and Forfeits 5,163 56 — —

Parking Fees and Space Rent 25,227 23,523 357 323

Program Income, Interest, and Miscellaneous Revenues 3,533 2,005 718 571

Total Revenues 238,974 225,181 19,760 17,844
Expenditures 362,177 341,555 83,009 79,854
Other Financing Sources and Uses

Long-Term Debt Issued and Refunding Payments, Net — — 48 4,928

Sales of Capital Assets 20 102 — —

Transfers In (Out) 136,830 132,750 63,238 62,045
Total Other Financing Sources and Uses 136,850 132,852 63,286 66,973
Fund Balances

Nonspendable 594 564 — —

Restricted 87,384 85,725 15,665 15,629

Committed 3,245 2,948 — —

Assigned 9,933 7,661 — —

Unassigned (3,582) (12,972) — —
Total Fund Balances $ 97,574  $ 83,926 $ 15,665 $ 15,629

Nonmajor Funds Total Governmental Funds
Capital Projects Funds Permanent Funds
2014 2013 2014 2013 2014 2013

Revenues

Taxes $ 24272 $ 24352 $ — S — 8 1,149,120 $ 1,083,499

Licenses and Permits — — — — 30,093 27,135

Grants, Shared Revenues, and Contributions 5,646 12,101 — — 161,361 184,784

Charges for Services 11,396 — — — 221,187 200,847

Fines and Forfeits — — — — 37,142 41,107

Parking Fees and Space Rent — — — — 63,891 62,463

Program Income, Interest, and Miscellaneous

Revenues 4,785 351 32 5) 86,757 45,462

Total Revenues 46,099 36,804 32 5) 1,749,551 1,645,297
Expenditures 73,457 73,576 5 22 1,828,231 1,703,000
Other Financing Sources and Uses

Long-Term Debt Issued and

Refunding Payments, Net 54,557 105,006 — — 54,605 109,934

Sales of Capital Assets — — — — 2,128 22,904

Transfers In (Out) (113,723) (78,592) — (10) (5,744) (6,214)
Total Other Financing Sources and Uses (59,166) 26,414 — (10) 50,989 126,624
Fund Balances

Nonspendable — — 2,050 2,050 4,698 4,334

Restricted 110,921 151,134 101 90 446,881 458,831

Committed — — — — 137,106 132,984

Assigned — — — — 15,618 12,986

Unassigned (55,649) (9,340) — (16) 75,261 98,118

Total Fund Balances $ 55272 $ 141,794 $ 2,151 § 2,124 § 679,564 $§ 707,253
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Governmental Funds

The focus of the City’s governmental funds is to provide information on near-term inflows, outflows, and balances of resources
available for spending. This information is useful in assessing the City’s financing requirements. In particular, unassigned fund
balance measures the City’s net resources available for all purpose spending at the end of the fiscal year. Governmental funds
reported by the City include the General Fund, special revenue funds, debt service funds, capital project funds, and permanent funds.

For 2014 total governmental fund revenues totaled $1.750 billion. Of this amount the General Fund contributed 66.3 percent, the
City’s major governmental funds (transportation and low income housing) generated 16.2 percent, and the combining other non-
major governmental funds 17.4 percent. Taxes account for 65.7 percent of all governmental revenues. Taxes are recorded across
the City’s governmental funds although 80.6 percent of all taxes are collected within the General Fund.

The General Fund is the chief operating fund of the City. The Library Fund, previously reported as a special revenue fund, was
determined to no longer meet the definition of a special revenue fund, as defined by GASB Statement No. 54, Fund Balance Reporting
and Governmental Fund Type Definitions. As a result, the Library Fund is now reported as part of the General Fund for the GAAP
reporting. For comparability, all amounts presented for fiscal year 2013 and 2014 in this discussion and analysis reflect this change
unless noted otherwise. Table A-4 provides a summary of activities for the general subfunds at year-end 2014. At the end of 2014
the total fund balance of the General Fund was $317.1 million, an increase of $8.2 million in 2013 compared to 2014.

Total revenues for the General Fund amounted to $1.161 billion, an increase of $62.6 million or 5.7 percent higher than 2013. The
increase is mostly attributable to higher tax revenues, with collections growing at 6.9 percent for the General Fund, generating an
additional $59.5 million to raise total collections to $926.0 million for 2014. In aggregate all other revenues recorded in the General
Fund contributed $234.8 million, support from these other revenues held constant year over year at 21.4 percent of total General
Fund revenues.

Property tax is levied primarily on real estate owned by individuals and businesses. While stable in nature, state law limits growth
in the amount of tax that a jurisdiction can collect but does allow for additional voter-approved levies. Initiative 747 and related
state laws continue have continued to mute property tax growth as a result of the cap on property tax growth of 1.0 percent plus
new construction. Strong growth in the assessed value of property, and newly constructed inventory continued to maintain the level
of property tax collections for 2014.

Real Estate Excise Tax (REET) revenues, taxes collected on real estate transactions, contribute 81.6 percent of the City's total excise
tax collections. The City’s local real estate market continued to maintain strength in both the commercial and private sections, a
10.2 percent increase in 2014's REET revenues brought total collections to $53.3 million in 2014. REET revenues are recorded
within the City's Cumulative Reserve Subfund (CRS), and support many of the City’s general government capital investments.

The business and occupation (B&O) tax is levied by the City on the gross receipts of most business activities occurring in Seattle.
The City also levies a B&O tax on the gross income derived from sales of utility services within Seattle. Of the $431.4 million
collected, 46.9 percent is generated by taxes assessed on private business activities, with an additional 8.3 percent from commercial
parking taxes and 1.9 percent from admission taxes. The City’s utilities paid $129.9 million in business taxes, of which Seattle City
Light paid 34.9 percent, and Seattle Public Utilities paid 65.1 percent. Additional utility taxes totaling $55.6 million where generated
from gas, garbage, cable, telephone, and steam power service suppliers.

The retail sales and use tax is imposed on the sale of most goods and certain services in Seattle. The tax is collected and remitted
to the state. The state provides the City with its share on a monthly basis. The City’s local share of the sales tax accounts for 91.6
percent of all sales taxes, and year over year grew 10.2 percent to reach $182.9 million. The additional sales tax distributions from
the state are resources for criminal justice and brokered natural gas activities, which in 2014 generated a $15.1 million collection.

For 2014 total governmental fund expenditures totaled $1.828 billion. Of this amount the General Fund account for 49.1 percent,
the City’s major governmental funds (transportation and low income housing) consumed 22.5 percent, and the combining other
non-major governmental funds 28.3 percent.

General Fund expenditures increased 4.9 percent in 2014 from $855.6 million to $897.5 million. Public safety accounts for 57.8
percent of the General Fund’s total expenditures in 2014. Public safety’s two largest expenditures were for police and fire protection.
For 2014 the Police Department incurred $305.7 million and the Fire Department incurred $186.1 million of expenditures.
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At of the end of the current fiscal year the City’s governmental funds reported a combined ending fund balance of $679.6 million,
a decrease of $(27.7) million in comparison to 2013. Approximately $75.3 million of this amount represents an unassigned fund
balance available for all purpose spending; $9.9 million is assigned for specific purposes by City’s management, and $137.1 million
is committed by City Council. Approximately 65.8 percent of the total fund balances is externally restricted for specific purposes,
and the remainder constitutes nonspendable items such as petty cash, inventories, and prepaid amounts.

The Transportation Fund, a special revenue fund, develops, maintains, and operates the transportation system inclusive of streets,
bridges, ramps, retaining walls, sea walls, bike trails, street lights, and other road infrastructure. At the end of the fiscal year the
fund balance had increased $12.7 million, 17.2 percent. The $230.1 million of revenues collected include excess property tax levy,
a commercial parking tax, employee hours tax, grants and contributions, and charges for services. Expenditures totaled
$382.9 million for 2014, up $61.1 million, 19.0 percent from 2013. The Transportation Fund’s other financing sources contributed
$165.1 million of additional resources in 2014, a 51.4 percent increase in support that counters the growth in expenditures.

The Low-Income Housing Fund, a special revenue fund and one of the major governmental funds of the City, manages activities
undertaken by the City to preserve, rehabilitate, or replace low-income housing. It also accounts for seven-year housing levies
approved by voters, most recently in 2009. The 2014 fund balance of $105.4 million reflects an increase of $24.3 million from
2013. The change in fund balance was driven by relative stability in the funds expenditures, and a significant increase in revenues.
Revenues from 2013 to 2014 increased $21.5 million. A contributing factor of the increase is Council's passage of Ordinance 124388
which adjusted the contribution amounts for downtown affordable housing and childcare incentive programs and to establish
automatic inflationary adjustments. A one-time collection from Amazon on the development of two office towers in South Lake
Union contributed nearly $9.0 in additional revenues for 2014. The fund’s expenditures decreased by $1.5 million, (4.7) percent
year over year. The decrease in expenditures is attributed to the cyclical nature of the fund. Multifamily construction projects can
span several years from acquisition to final construction. Further driving the variations is the cyclical nature of downtown construction
and their associated costs.

In 2014 the other special revenue funds (SRF) reported a $13.6 million increase in fund balance. SRF expenditures increased $20.6
million to $362.2 million for 2014. The 6.0 percent increase in expenditures was mirrored by a 6.1 percent rise in program revenues
of $13.8 million to $239.0 million. Overall the deficiency of revenues over expenditures slightly increases from $116.4 million in
2013, to $123.2 million in 2014. The inability of revenues to cover expenditures is supplemented by other financing sources and
uses which contributed $136.8 million of resources in 2014. The 16.3 percent increase in fund balance was driven by changes in
fund balance from the Education Development Services Fund totaling $6.4 million, the 2012 Library Levy $3.1 million, and the
School Zone Automated Camera Fund totaling $1.5 million. The most significant shift in the SRF's fund balance designation during
2014 was the reduction of the deficit in the unassigned fund balanced, falling from a deficit of $13.0 million in 2013 to end at $3.6
million for 2014.

The fund balance in the capital projects funds decreased $86.5 million, (61.0) percent, from $141.8 million to $55.3 million at the
end of 2014. The decrease is due mainly to the City’s effort to accelerate capital spending from the multipurpose long-term general
obligation bond funds. The fund balance in the capital projects funds is all restricted for the City’s capital improvement programs,
with the exception of funds with a deficit balance reported as unassigned.

The Alaska Way Seawall Construction fund expended 100 percent of the beginning fund balance and by year end had generated a
$35.6 million deficit in unassigned fund balance. Expenditures during the year nearly tripled, increasing $51.0 million from $25.9
million in 2013 to $76.9 million in 2014 as construction activity accelerated. The City's Central Waterfront Improvement (CWI)
fund also saw an slightly increased spending level during 2014, increasing to $9.9 million in 2014. In 2014 revenue had yet to
materialize to support these expenditures, with CWI 's deficit fund balance nearly doubling from $10.0 million to $19.4 million
in 2014.
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Table A-4 REVENUE, EXPENDITURE, AND FUND BALANCE SUMMARY

Revenues

Taxes

Licenses and Permits

Grants, Shared Revenues, and Contributions

Charges for Services

Fines and Forfeits

Parking Fees and Space Rent

Program Income, Interest, and Miscellaneous Revenues
Total Revenues

Expenditures

Other Financing Sources and Uses

Sales of Capital Assets
Transfers In (Out)
Total Other Financing Sources and Uses

Fund Balances

Nonspendable
Restricted
Committed
Assigned
Unassigned
Total Fund Balances

Revenues
Taxes
Licenses and Permits
Grants, Shared Revenues, and Contributions
Charges for Services
Fines and Forfeits
Parking Fees and Space Rent
Program Income, Interest, and Miscellaneous Revenues

Total Revenues
Expenditures

Other Financing Sources and Uses
Sales of Capital Assets
Transfers In (Out)

Total Other Financing Sources and Uses

Fund Balances
Nonspendable
Restricted
Committed
Assigned
Unassigned

Total Fund Balances
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GENERAL FUND SUBFUNDS
(In Thousands)

Judgment/ Municipal
General Claims Jail

Arts
Account

Cable
Television
Franchise

$ 872,664 $ — 3 —
16,841 — —

28,793 — —

50,494 8,777 —

30,456 5 —

37,290 — —

4,741 12 22

19

53
26

64

1,041,279 8,794 22

734,694 9,960 —

(238,990) — _

98

5,378

8,250

8,675

(278)

(238,990) — —

125 — —
491 — —
4,802 13,409 —
3,641 — 193
44,528 — .

(278)

866
3,252

$ 53,587 $ 13,409 § 193

1,149

$ 4,118

Bluefield
Cumulative Neighborhood Habitat
Reserve Matching Maintenance

Development
Rights

Emergency

$ 53,338 $ — 3 —
0 _ _

1,976 — —

1,558 — —

0 _ _

339 — —

1,471 — 3

58,682 — 3

40,292 2,855 —

(29,668) — _

1,867

(29,668) — —

2 _ _
56,577 — —
10,218 5,161 208

41,413 — —

1,867

48,551

$ 108,210 $ 5,161 § 208

$ 48,551
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Table A-4 REVENUE, EXPENDITURE, AND FUND BALANCE SUMMARY
GENERAL FUND SUBFUNDS (continued)
(In Thousands)
Special

Transit Employment Industrial Unemployment Health

Benefit Program Insurance Compensation Care
Revenues

Taxes $ — — — § — S —

Licenses and Permits — — — _ _
Grants, Shared Revenues, and Contributions — — — _ _
Charges for Services — 19 _ _ _
Fines and Forfeits — — i _ _
Parking Fees and Space Rent — — — _
Program Income, Interest, and Miscellaneous Revenues — — 6,265 — 24,702

Total Revenues — 19 6,265 — 24,702
Expenditures — 16 5,409 1,577 16,852

Other Financing Sources and Uses

Sales of Capital Assets — — — _ _
Transfers In (Out) — — — — _
Total Other Financing Sources and Uses — — — — _

Fund Balances -

Nonspendable — — 327 — —
Restricted — — — — 29,980
Committed — 125 5,394 237 31,637
Assigned — — — — —
Unassigned — — — — —
Total Fund Balances $ — 3 125 $ 5721  $ 237 % 61,617
Total General Fund
Group
Term Life
Insurance Library * 2014 2013
Revenues
Taxes $ — 3 — $ 926,002 $ 866,464
Licenses and Permits — — 25,027 22,005
Grants, Shared Revenues, and Contributions — 4,898 35,667 48,183
Charges for Services — 213 61,080 50,587
Fines and Forfeits — 1,499 31,960 41,043
Parking Fees and Space Rent — 541 38,223 38,547
Program Income, Interest, and Miscellaneous Revenues 5,255 231 42,793 31,346
Total Revenues 5,255 7,382 1,160,752 1,098,175
Expenditures 5,254 66,531 897,493 855,584

Other Financing Sources and Uses

Sales of Capital Assets — — — 22,748
Transfers In (Out) — 11,984 (255,085) (231,371)
Total Other Financing Sources and Uses — 11,984 (255,085) (208,623)

Fund Balances

Nonspendable — 20 474 375
Restricted — 12,077 99,991 99,659
Committed 426 453 76,493 83,155
Assigned — 1,851 5,685 5,325
Unassigned — — 134,492 120,446
Total Fund Balances $ 426§ 14401 $ 317,135 $ 308.960

a As result of GASB Statement No. 54, the Library Fund no longer meets the definition for a special revenue fund and is reported as part of the General Fund for the
GAAP reporting.
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Proprietary Funds

The City’s proprietary funds provide the same type of information found in the government-wide financial statements but in more
detail.

City Light Utility. The Utility realized a change in net position of $121.3 million in 2014 compared to $112.7 million in 2013, an
increase of $8.6 million (7.6 percent). Higher net wholesale energy sales, retail electric sales, and investment earnings were offset
in part by higher power related expenses, conservation, general and administrative, and depreciation. Lower transfers from/(to)
Rate Stabilization Account (RSA) and capital contributions also decreased revenues.

Net cash provided by operating activities increased by $67.9 million to $297.6 million in 2014, compared to $229.7 million in 2013.
Increased cash inflows was resulted from rate increase effective at the beginning of the year, Bonneville Power Administration
pass-through rate adjustment, and higher net wholesale energy sales. The higher cash inflows were offset by greater debt service
payments, capital construction projects, ongoing operations and transfer to the RSA. Net operating cash decreased by $65.5 million
to $128.3 million in 2014. Restricted assets increased by $71.4 million to $298.4 million in 2014, compared to $227.0 million in
2013. This increase was primarily due to new debt issued in 2014.

Capital assets, net of accumulated depreciation and amortization, were $2.728 billion and $2.541 billion in 2014 and 2013, a net
increase of $187.3 million. The majority of the Utilities’ capital asset additions were in the distribution plant and work-in-progress
related to distribution systems. The net increase in capital assets was partially offset by a $47.6 million increase in accumulated
depreciation and amortization.

Total liabilities were $2.278 billion in 2014 and $2.209 billion in 2013, the majority being revenue bonds payables. The noncurrent
portion of the revenue bonds payables were $1.925 billion in 2014 and $1.870 billion in 2013. In November 2014, the Utility issued
a total of $265.2 million of revenue and refunding revenue bonds. Interest expense related to these bonds was $89.6 million in
2014 and $89.0 million in 2013.

City Light’s total net position was $1.276 billion in 2014 and $1.154 billion in 2013.

Water Utility. The Utility realized an operating income of $58.5 million in 2014 compared to $59.0 million in 2013. Operating
revenues increased by $7.4 million and operating expenses increased by $7.9 million between 2014 and 2013. The Utility realized
a net income of $31.5 million in 2014 compared to net income of $28.1 million in 2013. The net income in 2014 was primarily
due to increase in direct services revenue, offset by related operating expenses.

Net cash provided by operating activities increased to $127.9 million in 2014 from $116.8 million in 2013, an increase of
$11.1 million. Total operating and restricted cash and investments were $100.2 million in 2014 compared to $94.6 million in 2013,
an increase of $5.6 million. This increase in cash and investments was primarily due to increased customer receipts.

Utility plant, net of accumulated depreciation, and other capital assets for the year ended December 31, 2014, amounted to $1.205
billion, an increase of $8.4 million in 2014. Major capital assets additions in 2014 included water infrastructure improvements and
rehabilitation, technology infrastructure improvements, and water conservation projects.

The Water Utility had $853.5 million in outstanding revenue bonds in 2014 compared to $887.0 million at year end 2013. The
decrease was due to principal payments.

The Water Ultility’s total net position was $393.0 million in 2014 and $361.5 million in 2013.

Drainage and Wastewater Utility. The Utility realized an operating income of $57.8 million in 2014 compared to $58.6 million in
2013. Operating revenues increased by $8.2 million and operating expenses increased by $9.1 million between 2014 and 2013. The
Utility realized a net income of $48.5 million in 2014 and $24.6 million in 2013. The increase in net income was mainly due to a
$19.2 million reduction in environmental remediation expenses.

Net cash provided by operating activities increased to $88.6 million compared to $79.2 million in 2013. Total operating and restricted
cash and investments were $200.7 million in 2014 compared to $122.4 million in 2013. This increase in cash and investments was
primarily due to new debt issued in 2014 and increase in customer receipts.

Utility plant, net of accumulated depreciation, and other capital assets increased to $843.8 million in 2014 from $765.5 million in
2013, an increase of $78.3 million. Capital outlays of $95.3 million were offset by depreciation expense of $22.2 million.
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The Drainage and Wastewater Utility had $618.9 million outstanding revenue and refunding bond liabilities in 2014, as compared
to $525.3 million in 2013. Total liabilities, including revenue bonds, were $812.1 million in 2014 and $705.5 million in 2013.

Total net position for the Drainage and Wastewater Utility was $344.1 million in 2014 and $295.6 million in 2013.

Solid Waste Utility. The Utility realized an operating income of $1.8 million in 2014 compared to $7.5 million in 2013. Operating
revenues decreased by $2.2 million and operating expenses increased by $3.4 million between 2014 and 2013. The Utility realized
anet income of $1.9 million in 2014 compared to $3.3 million in 2013. The net income in 2014 was primarily due to a rate increase
offset by transfer to rate stabilization fund and related operating expenses.

Net cash provided by operating activities increased to $22.9 million in 2014 compared to $19.6 million in 2013. Total operating
and restricted cash and investments were $81.6 million in 2014 and $33.3 million in 2013. The $48.3 million increase in operating
and restricted cash and investments is primarily due to new debt issued in 2014 and increase in customer receipts.

The Solid Waste Utility had $166.9 million outstanding revenue bond liabilities in 2014 compared to $115.9 million in 2013. The
increase was due to new debt issued in 2014.

Total net position for the Solid Waste Utility was $34.2 million in 2014 and $32.3 million in 2013.

Fiduciary Funds

The City maintains fiduciary funds for the assets of the Seattle City Employees’ Retirement System (SCERS), the Firemen’s Pension
Fund, the Police Relief and Pension Fund, the S.L. Denny Private Purpose Trust, and various agency funds. The net position of the
combined fiduciary funds at the end of 2014 is $2.343 billion; SCERS represents 99.1 percent of this amount.

SCERS assets held in trust for the payment of future benefits does not exceed the estimate of actuarially accrued liabilities as of
December 31, 2014. The fund uses the services of both active and index fund professional money managers. SCERS net position
increased in value by $105.8 million, 4.7 percent, during 2014. For year ending 2014 the member and employer contributions totaled
$154.0 million; income from investment activity totaled $130.8 million. Total benefit payment for 2014 increased by $8.8 million
to $150.2 million. In 2014 the number of retirees and beneficiaries receiving benefits was 6020, which increased by 140, 2.4 percent
compared to 2013.

At December 31, 2014, the net positions of assets held in trust in the Firemen’s Pension Fund and the Police Relief and Pension
Fund for the payment of future benefits were $14.7 million and $5.1 million, respectively.

GENERAL FUND BUDGETARY HIGHLIGHTS

For the General Fund budgetary highlights, the Library Fund, which has its own legally adopted annual budget, is excluded from
this discussion.

City Council passed the 2014 Adopted Budget (Ordinance 124349) authorizing a $4.820 billion budget for the City’s annual
operations. The General subund's budgeted expenditures account for 21.2 percent or $1.024 billion of the total adopted budget.
When considering additional budgets for general support transferred and other subfund expenditures reporting within the General
Fund’s presentation, 2014’s total appropriation budget for the General Fund is $1.351 billion, 28.0 percent of the City’s total adopted
budget.

The General Fund’s 2014 revised appropriation budget differed from the original budget due to supplemental appropriations approved
by the City Council during the year and carryforward budgets from the prior year. The final revised budget for the General Fund
was $1.461 billion, a 7.6 percent increase over Council’s adopted budget.

The most significant budget activities are described below:

* Atyear-end 2014 actual expenditures and transfers of $1.327 billion were $135.0 million less than budgeted. Of this amount
$97.3 million of the budget will be carried over into 2015 to cover outstanding encumbrances, grants, and capital spending.

* The overall change in the General Fund’s carryforward budget from 2013 to 2014 decreased (16.1) percent, from $97.3 million
to $84.0 million. Nearly 59.6 percent of 2014’s carryforward budget is within the Cumulative Reserve Subfunds, with 36.2
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million reported in the Real Estate Excise Tax (REET I and REET II) Subfunds, and 11.6 million in the Unrestricted Cumulative
Reserve Subfund. The General Subfund accounted for the remaining 24.8 percent of the carryforward budget, with Police and
Fire Departments contributing $14.8 million of this amount.

The final budget for the REET I and REET II Cumulative Reserve Subfunds, which includes expenditures and transfers, was
$93.9 million. Approximately 62.3 percent, $58.5 million of the budget was expended in 2014. The carryforward budget
balances for the REET I and REET II Cumulative Reserve Subfunds funds is $36.2 million and will be used to support capital
activity in 2015.

City Council authorized an additional $35.9 million of supplemental appropriations for the General subfund in 2014, 94.4
percent were revisions for the General subfund. Budget revisions totaling $18.3 million applied directly to the Seattle Police
Department, $12.3 million to the Seattle Fire Department, seven executive offices received supplemental appropriations totaling
$2.6 million.

In 2014 the total revised budget for grant resources within the General Fund totaled $31.1 million, with actual grant revenue
generating $17.6 million during the year. The adopted budget provided $1.6 million in additional grant resources and $17.0
million of budget was carryforward from 2013. Through supplemental legislation the Council authorized an additional
$12.4 million of grant funding during the year. This includes $11.8 million for the City's public safety functions, supporting
36 projects.

The General Fund’s budget for the public safety function increased 7.3 percent in 2014, totaling $576.3 million. Adjusting this
budget to exclude Fire and Police Pension budgets, the public safety budget for just governmental funds was $537.6 million,
a 6.4 percent increase year over year. The actual costs of current expenditures and capital outlay the City's public safety function
totaled $525.0 million, consuming 97.7 percent of the resources budgeted for 2014, of which 99.0 percent is for current operations
and 1.0 percent on capital outlay. The 5.4 percent year over year increase in current expenditures totaling $26.6 million was
70.4 percent of the total budgeted increase of $37.8 million. Detailed information on the City’s two major public safety
departments follows:

*  The Police Department’s 2014 final budget was $319.7 million, a 3.1 percent increase from the 2013 budget level. The
Department expended 95.6 percent of its budget during the year, with actual expenditures increasing 3.6 percent, from
$295.1 million in 2013 to $310.1 million in 2014. Patrol operations were budgeted at $122.6 million for all five city
precincts, a 1.5 percent increase over 2013’°s budget. Patrol operations for 2014 consumed 98.1 percent of the budgeted
resources and accounted for 40.0 percent of the entire Department’s annual operating costs. Of the remaining budget, $8.9
million will carryforward into 2015 for grant purposes.

* The Fire Department’s 2014 final budget was $192.0 million, a 4.3 percent increase from the 2013 budget level of $184.1
million. The Department expended 97.0 percent of its budget during the year, with actual expenditures increasing 4.1
percent, from $178.7 million in 2013 to $186.1 million in 2014. Fire Operations for 2014 consumed 99.9 percent of the
$149.5 million in budgeted resources and accounted for 80.0 percent of the entire Department’s annual operating costs.
Of the remaining budget, $5.9 million will carryforward into 2014 for grant purposes.

For 2014 the General Fund reports actual revenues of $1.161 billion, a 5.7 percent increase, $62.6 million larger than 2013’s
total balance. The General subfund generated 89.7 percent of these revenues, $1.041 billion, which was 3.0 percent greater
than Council's last revised budget of $1.041 billion budgeted. A driving factor for the year over year increase in revenues is
from the City’s tax collection which totaled $926.0 million. The General subfund's 2014 total tax revenues of $872.7 million
were 4.1 million over budget, and $54.6 million or 6.7 percent higher than reported in 2013. Revenue reported for grants and
contributions was $43.0 million, only 64.4 percent of the budgeted $66.8 million, which is expected due to grant awards that
span multiple years where remaining budgets are carried over to the following year.
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CAPITAL ASSETS

The following schedule shows the City’s investment in capital assets.

Table A-5 CAPITAL ASSETS AT YEAR END, NET OF DEPRECIATION
(In Thousands)
Governmental Activities Business-Type Activities Total
Restated Restated
2014 2013 2014 2013 2014 2013
Land $ 571,054 $ 552,003 $ 162,685 $ 159,031 $ 733,739 $ 711,034
Plant in Service, Excluding Land — — 4,164,713 4,066,334 4,164,713 4,066,334
Buildings and Improvements 1,583,440 1,587,244 28,063 30,067 1,611,503 1,617,311
Machinery and Equipment 126,435 126,413 919 1,471 127,354 127,884
Infrastructure 1,062,176 1,068,908 — — 1,062,176 1,068,908
Construction in Progress 557,211 383,859 535,574 345,097 1,092,785 728,956
Other Capital Assets 14,758 15,491 87,429 81,738 102,187 97,229
Total Capital Assets $ 3,915,074 $ 3,733,918 $ 4,979,383 $ 4,683,738 $ 8,894,457 $ 8,417,656

Capital assets, net of depreciation, for governmental activities increased by $171.1 million in 2014. The main increase is attributable
to the following:

» The Department of Transportation capitalized $50.2 million for various infrastructure assets (roads, bridges, sidewalks, signs,
illuminations, and others). The balance of construction in progress increased $159.9 million, a dramatic shift from 2013 when
construction in progress had decreased $(64.8) million.

» The Department of Parks and Recreation spent $8.4 million in the improvement of Building 30 at Magnuson Park and capitalized
$38.9 million for various community parks improvements and renovations.

Capital assets, net of depreciation, for business-type activities increased by $291.7 million in 2014. Major increases included the
following:

» Seattle City Light capital assets, net of accumulated depreciation, increased by $187.3 million in 2014. This increase was
primarily comprised of $107.8 million for distribution plant underground and overhead system, transformers and poles, and
streetlights and meters. Construction in progress increased by $86.9 million due to new customer billing system costing $13.1
million; investments in the boundary dam power generation, $12.7 million; Denny power substation, $11.8 million; and $49.3
million for various projects predominantly in distribution.

» Drainage and Wastewater Utility net capital assets increased by $78.3 million compared to last year. Major increases were for
replacement, rehabilitation, and construction of new sewer pipelines for $14.1 million; $6.5 million to replace damage culverts
at 35th Avenue Northeast; $5.6 million to relocate flood plain & divert portion of creek flow to create natural creek mouth at
Beer Sheva Park; and $2.5 million of drainage improvement at Portland avenue south constructed in coordination with Duwamish
Bike Trail project.

* Solid Waste Ultility net capital assets increased by $4.3 million for the year ended December 31, 2013 due to the completion of
the new South Transfer Station and IT infrastructure upgrades.

- Waste Utility net capital assets increased by $23.3 million for the year ended December 31, 2014. The fund spent $30.9 million
for construction projects in progress; only $1.5 million was capitalized as assets. During 2014 the Solid Waste Ultility also retired

$18.4 million of assets.

»  Water Utility net capital assets decreased by $8.2 million compared to last year. Major decreases included are new assets placed
in service, $37.9 million, accumulated depreciation, $45.1 million, and retirement of capital assets, $1.0 million.

- Water Utility net capital assets increased by $8.3 million over the last year. Major increases are new assets placed in service,
Water & technology infrastructure improvement and rehabilitation $16.5 million; water conservation projects $1.9 million;
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bridges, water distribution system, water main and water transmission pipelines improvements $3.9 million. Construction in
Progress increased by $23.5 over last year.

More detailed financial information about the City’s capital asset activities is presented in Note 6 to the financial statements.

DEBT ADMINISTRATION

At the end of the fiscal year 2014 the City had $4.416 billion in outstanding bonded debt that included general obligation and
revenue bonds, compared to $4.259 billion in 2013. This represents an increase of approximately $156.7 million (3.7 percent).
The special assessments bonds that the City issued in 2006, without lending its full faith and credit but obligated in some manner
for the design and construction of the South Lake Union Streetcar, had the outstanding balance of $10.4 million. In 2014 LTGO
and UTGO bonds were issued to finance various capital improvement projects including Seawall, North Precinct, Golf, South
Park Bridge, Seattle Symphony and various IT projects. Additionally, the part of the 2014 LTGO bonds proceeds was used for
used for the refunding of the 2002 special obligation bonds, series A & B, originally issued by Seattle Chinatown-International
District Preservation and Development Authority.

The City also issued revenue bonds: $265.2 million for the Light Fund, $133.2 million for the Water Fund and $95 million for
the Solid Waste Fund to finance certain capital improvements and conservation programs. The City’s bond ratings remained
similar to the ratings for the previous year. The City’s UTGO bonds are rated Aaa by Moody’s Investors Service (Moody’s),
AAA by Fitch Ratings (Fitch), and AAA by Standard & Poor’s (S&P), which are the highest possible ratings. The City’s LTGO
bonds are rated Aal by Moody’s, AA+ by Fitch, and AAA by S&P. In addition, the City’s utilities have very high ratings for
revenue debt, reflecting sound finances and good management.

The City’s limited and unlimited general obligation debt is capped at 7.5 percent of assessed value by state law. The 2014
assessed value of taxable properties based on the latest report for the City is $145.091 billion. At the end of 2014 the net
outstanding general obligation debt of the City that includes bonds, compensated absences net of sick leave, and guarantees of
indebtedness amounted to $1.011 billion, well below the limit of $10.882 billion, rendering the City’s legal debt margin of
$9.870 billion. Within the 7.5 percent limitation, state law restricts outstanding LTGO bonds to 1.5 percent of assessed value.
At year-end 2014 the LTGO net outstanding debt was $883.5 million.

The City is self-insured for workers compensation and for most health care costs. The City carries general liability insurance
with a self-insured retention. For these claims, including those incurred but not reported, the City recognized a total liability of
$110.4 million ($82.7 million for governmental activities and $27.7 million for business-type activities) at the end of the year.
In addition, City utilities and Department of Parks and Recreation recognized a combined $121.2 million in estimated
environmental liabilities. Other obligations were accrued for compensation absences for sick leave and other notes and contracts.
The other notes and contracts included draws from the State’s Public Works Trust Loan (PWTL) Program which are serviced
with revenues from two participating City departments, one with a governmental-type fund and one whose PWTL activities are
reported in two of its business-type funds.

More detailed information about the City’s long-term liabilities is presented in Note 9 to the financial statements.

ECONOMIC FACTORS

The Seattle metro area has rebounded from the recession at a much quicker pace than the nation as a whole. Through February
2015, Seattle metro area (King and Snohomish Counties) employment was up 14.2 percent from its post-recession low in February
2010, compared to an 8.8 percent gain in U.S. employment over the same period. Areas of strength during the recovery have
included aerospace, professional, scientific, and technical services, health services, and mail order and internet retail.

Aerospace provided a big lift to the local economy during the early stages of the recovery, adding 14,000 jobs in 2011 and 2012.
However, acrospace employment peaked in November 2012 and has declined by 3,300 jobs since then. Despite this modest drop
in employment, in 2014 the Boeing Company, the region’s largest employer, delivered a record 723 jets and booked orders for 1,432
new planes. At the end of 2014 Boeing had a backlog of over 5,000 planes on order.

Thus far during the recovery, the city of Seattle has been one of the fastest growing areas in the Puget Sound Region, in part because

of'a surge in construction focused in multi-family housing and office space. The construction boom generated a 28.7 percent increase
in sales tax revenue from construction activity in 2012 and gains of 9.3 percent and 17.2 percent in 2013 and 2014, respectively. A
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key driver of recent growth in Seattle, including the growth in construction activity, has been Amazon, which has been hiring
aggressively since the Great Recession ended. Amazon currently leases or owns about 4.2 million square feet of office space in
Seattle’s South Lake Union neighborhood. It is currently building two of three proposed 1.1 million square foot office towers.

With the recent upturn in aerospace employment now behind us, regional employment growth is predicted to slow going forward,
and 2014 is likely to be the peak year for employment growth (at 3.0 percent) during the current cycle. The Puget Sound Economic
Forecaster predicts that employment growth will average a modest 1.7 percent per year over the next five years. Personal income

growth is forecast to range between five and six percent, which is approximately three percent per year faster than the rate of
inflation.

Financial Contact

The City’s financial statements are designed to provide users with a general overview of the City’s finances as well as to demonstrate
the City’s accountability to its citizens, investors, creditors, and other customers. If you have a question about the report, please
contact the City of Seattle, Department of Finance and Administrative Services, Citywide Accounting and Payroll Services Division,
P.O. Box 94669, Seattle, WA 98124-4669 (Telephone 206-386-9124).
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Government-Wide Financial Statements

B-1 STATEMENT OF NET POSITION
Page 1 of 3 December 31, 2014
(In Thousands)

Primary Government

Comparative Totals

Governmental Business-Type Restated Component
Activities Activities 2014 2013 Units
ASSETS
Current Assets
Operating Cash and Equity in Pooled
Investments $ 655,422 § 346,223  § 1,001,645 $ 1,021,975 $ 2,886
Restricted Cash and Equity in Pooled
Investments 20,014 — 20,014 17,176 —
Investments — — — — 65,430
Receivables, Net of Allowances 101,623 214,875 316,498 319,446 —
Internal Balances 27,483 (27,483) — — —
Due from Other Governments 95,324 6,645 101,969 124,855 —
Inventories 3,355 37,079 40,434 41,169 —
Prepaid and Other Current Assets 2,284 641 2,925 2,828 —
Total Current Assets 905,505 577,980 1,483,485 1,527,449 68,316
Noncurrent Assets
Restricted Cash and Equity in Pooled
Investments 58,383 503,655 562,038 382,520 —
Contracts and Notes 8,394 1,573 9,967 4,811 —
Conservation Costs, Net — 259,660 259,660 246,312 —
Landfill Closure and Postclosure Costs, Net — 13,004 13,004 14,741 —
Environmental Costs and Recoveries — 35,293 35,293 34,098 —
Net Pension Asset 11,233 — 11,233 16,238 —
Regulatory Asset — 18,250 18,250 19,741 —
Other Charges and Noncurrent Assets — 113,137 113,137 109,960 —
Capital Assets, Net of Accumulated
Depreciation
Land and Land Rights 571,056 162,685 733,741 711,036 —
Plant in Service, Excluding Land — 4,164,715 4,164,715 4,066,335 —
Buildings and Improvements 1,583,439 28,061 1,611,500 1,617,308 —
Machinery and Equipment 125,164 919 126,083 127,336 —
Infrastructure 1,062,176 — 1,062,176 1,068,908 —
Construction in Progress 557,212 535,573 1,092,785 729,504 —
Other Capital Assets 16,040 87,428 103,468 97,229 3
Total Noncurrent Assets 3,993,097 5,923,953 9,917,050 9,246,077 3
Total Assets 4,898,602 6,501,933 11,400,535 10,773,526 68,319
DEFERRED OUTFLOWS OF
RESOURCES 456,252 47,858 504,110 488,384 —
Total Assets and Deferred Outflows of
Resources 5,354,854 6,549,791 11,904,645 11,261,910 68,319

The accompanying notes are an integral part of these financial statements.
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B-1
Page 2 of 3

LIABILITIES
Current Liabilities

Accounts Payable
Salaries, Benefits, and Taxes Payable
Contracts Payable
Due to Other Governments
Interest Payable
Taxes Payable
Deposits Payable
Unearned Revenues and Other Credits
Current Portion of Long-Term Debt
Bonds Payable
Compensated Absences Payable
Notes and Contracts Payable
Claims Payable
Habitat Conservation Program Liability
Landfill Closure and Postclosure Liability
Other Current Liabilities

Total Current Liabilities

Noncurrent Liabilities

Bonds Payable, Net of Unamortized
Premiums, Discounts, and Other

Bond Interest Payable

Special Assessment Bonds with
Governmental Commitment

Compensated Absences Payable

Claims Payable

Notes and Contracts Payable

Landfill Closure and Postclosure Liability
Vendor Deposits Payable

Habitat Conservation Program Liability
Unearned Revenues and Other Credits
Arbitrage Rebate Liability

Unfunded Other Post Employment Benefits

Other Noncurrent Liabilities
Total Noncurrent Liabilities
Total Liabilities

DEFERRED INFLOWS OF
RESOURCES

The accompanying notes are an integral part of these financial statements.
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STATEMENT OF NET POSITION

December 31, 2014
(In Thousands)

Primary Government

Comparative Totals

Governmental Business-Type Restated Component
Activities Activities 2014 2013 Units

117,571 § 76,422 193,993 197,035 2,015
34,229 16,604 50,833 42,918 —
10,044 — 10,044 11,066 —
6,832 11,589 18,421 19,076 —
9,037 56,264 65,301 69,089 —
51 9,375 9,426 12,263 —
848 — 848 482 —
8,301 30,702 39,003 30,897 —
68,150 165,990 234,140 226,562 —
23,365 3,360 26,725 22,772 —
1,944 2,327 4,271 4,294 —
22,328 33,302 55,630 44,691 —
— 1,138 1,138 805 —
— 1,064 1,064 987 —
5,785 3,048 8,833 6,055 —
308,485 411,185 719,670 688,992 2,015
803,128 3,682,955 4,486,083 4,301,241 —
10,395 — 10,395 13,005 —
81,078 30,543 111,621 97,574 —
61,014 114,911 175,925 178,111 —
12,741 31,562 44,303 48,879 —
— 14,990 14,990 15,974 —
— 1,056 1,056 814 —
— 6,492 6,492 5,425 —
— 23,544 23,544 20,687 —
10 — 10 12 —
87,045 15,208 102,253 88,943 —
3,791 227 4,018 2,662 —
1,059,202 3,921,488 4,980,690 4,773,327 —
1,367,687 4,332,673 5,700,360 5,462,319 2,015
466,094 155,157 621,251 572,213 —




Government-Wide Financial Statements

B-1 STATEMENT OF NET POSITION
Page 3 of 3 December 31, 2014
(In Thousands)

Primary Government

Comparative Totals

Governmental Business-Type Restated Component
Activities Activities 2014 2013 Units

NET POSITION

Net Investment in Capital Assets 3,088,501 $ 1,750,495 4,838,996 $ 4,398,491 3

Restricted for
Debt Service 15,665 — 15,665 15,629 —
Capital Projects 167,498 — 167,498 212,930 291
Rate Stabilization Account — 25,047 25,047 25,000 —
Education and Development Services 45,812 — 45812 39,388 17,753
Special Deposits — — — (441) —
Conservation and Environmental Costs — 7,065 7,065 7,157 —
Bonneville Power Administration Projects — — — 443 —
External Infrastructure Costs — 7,061 7,061 7,131 —
Muckleshoot Settlement — — — 166 —
Other Charges — 18,866 18,866 17,948 —
Health Care Reserve 29,980 — 29,980 24,771 —
Transportation Programs 33,816 — 33,816 27,330 —
Low-Income Housing Programs 99,003 — 99,003 79,264 —
Other Purposes 55,109 — 55,109 59,431 104
Nonexpendable 2,052 — 2,052 2,141 27,877

Unrestricted (16,363) 253,427 237,064 310,599 20,276

Total Net Position 3,521,073 2,061,961 5,583,034 5,227,378 66,304

Total Liabilities, Deferred Inflows of
Resources, and Net Position 5,354854 § 6,549,791 11,904,645 $ 11,261,910 68,319

The accompanying notes are an integral part of these financial statements.
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B-2
Page 1 of 2

STATEMENT OF ACTIVITIES
For the Year Ended December 31, 2014

Program Expenses

(In Thousands)

Program Revenues

Indirect Charges for Operating Grants Capital Grants and
Functions/Programs Expenses Expenses Services and Contributions Contributions
GOVERNMENTAL ACTIVITIES
General Government 207,308 (18,274) $ 91,011 § 11,832  § —
Judicial 28,874 — 31,256 160 —
Public Safety 567,507 1,336 25,733 17,412 —
Physical Environment 5,853 — 78 2,349 —
Transportation 217,554 4,645 101,074 15,817 32,549
Economic Environment 138,169 — 35,776 33,657 2,888
Health and Human Services 76,562 — 10 32,451 —
Culture and Recreation 275,566 — 72,873 10,308 2,458
Interest on Long-Term Debt 31,170 — — — —
Total Governmental Activities 1,548,563 (12,293) 357,811 123,986 37,895
BUSINESS-TYPE ACTIVITIES
Light 793,560 4,602 883,149 3,783 28,368
Water 219,794 2,150 242,786 182 8,932
Drainage and Wastewater 296,630 2,003 337,882 978 10,752
Solid Waste 158,768 733 157,495 953 78
Planning and Development 55,498 2,805 56,743 259 —
Downtown Parking Garage 7,458 — 7,435 — —
Fiber Leasing 27 — 16 — —
Total Business-Type Activities 1,531,735 12,293 1,685,506 6,155 48,130
Total Government-Wide Activities 3,080,298 — 3 2,043,317 $ 130,141 $ 86,025
COMPONENT UNITS 5,458 — S 204§ 4505 $ —

The accompanying notes are an integral part of these financial statements.
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B-2
Page 2 of 2

GOVERNMENTAL ACTIVITIES

General Government
Judicial

Public Safety

Physical Environment
Transportation

Economic Environment
Health and Human Services
Culture and Recreation
Interest on Long-Term Debt

Total Governmental Activities
BUSINESS-TYPE ACTIVITIES
Light
Water
Drainage and Wastewater
Solid Waste
Planning and Development
Downtown Parking Garage
Fiber Leasing

Total Business-Type Activities
Total Government-Wide Activities
COMPONENT UNITS

General Revenues

Property Taxes

Sales Taxes

Business Taxes

Excise Taxes

Other Taxes

Penalties and Interest on Delinquent Taxes
Unrestricted Investment Earnings (Loss)
Gain on Sale of Capital Assets

Special Item - Environmental Remediation
Transfers

Total General Revenues (Loss), Special
Item, and Transfers

Changes in Net Position

Net Position - Beginning of Year
Prior-Year Adjustments

Net Position - Beginning of Year as Restated
Net Position - End of Year

The accompanying notes are an integral part of these financial statements.

STATEMENT OF ACTIVITIES

For the Year Ended December 31, 2014

(In Thousands)

Net Revenue (Expense) and Changes in Net Position

Primary Government

Comparative Totals

Governmental Business-Type Restated Component
Activities Activities 2014 2013
$ (86,191) $ — (86,191) $ (59,910)
2,542 — 2,542 7,187
(525,698) — (525,698) (467,832)
(3,426) — (3,426) (2,507)
(72,759) — (72,759) (12,694)
(65,848) — (65,848) (79,913)
(44,101) — (44,101) (38,565)
(189,927) — (189,927) (191,586)
(31,170) — (31,170) (26,417)
(1,016,578) — (1,016,578) (872,237)
— 117,138 117,138 111,717
— 29,956 29,956 27,834
— 50,979 50,979 47,760
— (975) 975) 3,682
— (1,301) (1,301) (4,563)
— 23) 23) (1,140)
— an an 21
— 195,763 195,763 185,311
(1,016,578) 195,763 (820,815) (686,926)
(749)
431,458 — 431,458 423,928 —
199,735 — 199,735 181,171 —
431,436 — 431,436 408,913 —
65,364 — 65,364 61,524 —
16,771 — 16,771 11,240 —
4,091 — 4,091 3,596 —
11,791 16,254 28,045 2,540 3,734
1,761 2,759 4,520 18,684 —
— (4,949) (4,949) (24,169) —
(11,512) 11,512 — ) —
1,150,895 25,576 1,176,471 1,087,425 3,734
134,317 221,339 355,656 400,499 2,985
3,386,756 1,840,622 5,227,378 4,817,344 63,319
— — 9,535 —
3,386,756 1,840,622 5,227,378 4,826,879 63,319
$ 3,521,073 8 2,061,961 5583.034 $ 5227378 66,304

f—C A ST\ .
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MAJOR GOVERNMENTAL FUNDS

The General Fund is the primary operating fund of the City. It accounts for all financial resources except those required to be accounted
for in another fund. It derives the majority of its revenues from property, sales, business, and utility taxes.

Asdescribed in Note 1, Summary of Significant Accounting Policies, GASB Statement No. 54, Fund Balance Reporting and Governmental
Fund Type Definitions, was implemented in fiscal year 2011. The Library Fund no longer met the definition for a special revenue fund
and has been included in the General Fund financial statements.

The Transportation Fund accounts for revenues for construction, improvement, repair, or maintenance of City streets and waterways.
Revenues include taxes on the sale, distribution, or use of motor vehicle fuel; property taxes, commercial parking taxes, and motor vehicle
excise taxes designated for street purposes; and grants.

The Low-Income Housing Fund manages activities undertaken by the City to preserve, rehabilitate, or replace low-income housing. It
also accounts for a seven-year housing levy approved by the voters in 2009 to provide, produce, and/or preserve affordable housing in
Seattle and to assist low-income tenants in Seattle. Operating costs in the administration of the levy are accounted for in the Office of
Housing Fund, a nonmajor special revenue fund.

Descriptions for the nonmajor governmental funds are provided in the Combining and Individual Fund and Other Supplementary
Information section.

The accompanying notes are an integral part of these financial statements.
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B-3
Page 1 of 4

ASSETS

Cash and Equity in Pooled Investments
Receivables, Net of Allowances
Taxes
Accounts
Contracts and Notes
Special Assessments
Interest and Dividends
Unbilled and Others
Due from Other Funds
Interfund Loans
Due from Other Governments
Inventories
Prepaid and Other Current Assets
Deposits With Vendor
Advances to Other Funds
Charges and Other Assets

Total Assets

DEFERRED OUTFLOWS OF RESOURCES
Total Assets and Deferred Outflows of Resources
LIABILITIES

Accounts Payable

Contracts Payable

Due to Other Funds

Due to Other Governments

Salaries, Benefits, and Taxes Payable

Interest Payable

Deposits Payable

Revenue Collected/Billed in Advance - Current
Other Current Liabilities

Advances from Other Funds
Total Liabilities

DEFERRED INFLOWS OF RESOURCES

BALANCE SHEET
GOVERNMENTAL FUNDS
December 31, 2014
(In Thousands)

General Transportation Low-Income Housing
$ 216,746  $ 58,366 § 104,120
64,268 2,994 427
5,967 5,357 292
395 — —
(478) 144 83
10 695 —
15,910 48,156 744
38,105 — —
53,398 19,189 1,643
416 1,578 —
2 _ _
394,739 136,479 107,309
7,775 — 403,923
$ 402,514 § 136,479 $ 511,232
$ 32,781  $ 30,884  $ 869
273 8,710 —
11,275 4,094 579
1,806 — —
22,207 3,373 —
4 16 —
4) 457 90
2,043 1,937 30
3,073 — —
73,458 49,471 1,568
11,921 660 404,245

The accompanying notes are an integral part of these financial statements.
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B-3
Page 2 of 4

ASSETS

Cash and Equity in Pooled Investments
Receivables, Net of Allowances
Taxes
Accounts
Contracts and Notes
Special Assessments
Interest and Dividends
Unbilled and Others
Due from Other Funds
Interfund Loans
Due from Other Governments
Inventories
Prepaid and Other Current Assets
Deposits With Vendor
Advances to Other Funds
Charges and Other Assets

Total Assets

DEFERRED OUTFLOWS OF RESOURCES
Total Assets and Deferred Outflows of Resources
LIABILITIES

Accounts Payable

Contracts Payable

Due to Other Funds

Due to Other Governments

Salaries, Benefits, and Taxes Payable

Interest Payable

Deposits Payable

Revenue Collected/Billed in Advance - Current
Other Current Liabilities

Advances from Other Funds
Total Liabilities

DEFERRED INFLOWS OF RESOURCES

BALANCE SHEET
GOVERNMENTAL FUNDS
December 31, 2014
(In Thousands)

Comparative Totals

Restated
Other Governmental 2014 2013

$ 251,398 630,630 649,283
1,555 69,244 66,314

5,399 17,015 13,476

— 395 238

11,568 11,568 13,546
207 (44) (188)

1,244 1,949 1,503

9,023 73,833 53,962

— 38,105 —

20,935 95,165 116,613

569 569 535

— 1,994 1,664

— 2 2

— — 5,545

301,898 940,425 922,493

44,135 455,833 434,968

$ 346,033 1,396,258 1,357,461
$ 25,969 90,503 97,149
1,060 10,043 11,066

42,432 58,380 42,040

5,022 6,828 7,377

5,435 31,015 26,298

26 46 34

202 745 482

4,290 8,300 8,530

2,219 5,292 2,057

31,611 31,611 195

118,266 242,763 195,228

57,104 473,930 454,977

The accompanying notes are an integral part of these financial statements.
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B-3 BALANCE SHEET
Page 3 of 4 GOVERNMENTAL FUNDS

December 31, 2014

(In Thousands)
General Transportation Low-Income Housing

FUND BALANCES
Nonspendable $ 474 1,580 $ —
Restricted 99,991 33,816 99,003
Committed 76,493 50,952 6,416
Assigned 5,685 — —
Unassigned 134,492 — —
Total Fund Balance 317,135 86,348 105,419
Total Liabilities, Deferred Inflows of Resources, and Fund Balances $ 402,514 136,479 $ 511,232

The accompanying notes are an integral part of these financial statements.
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B-3 BALANCE SHEET
Page 4 of 4 GOVERNMENTAL FUNDS
December 31, 2014
(In Thousands)
Comparative Totals
Restated
Other Governmental 2014 2013
FUND BALANCES
Nonspendable $ 2,644 § 4,698 § 4,334
Restricted 214,072 446,882 458,833
Committed 3,245 137,106 132,985
Assigned 9,933 15,618 12,986
Unassigned (59,231) 75,261 98,118
Total Fund Balance 170,663 679,565 707,256
Total Liabilities, Deferred Inflows of Resources, and Fund Balances $ 346,033 $ 1,396,258 $ 1,357,461
Amounts reported for governmental activities in the statement of net position are different because:
Capital assets used in governmental activities are not financial resources and, therefore, are not reported
in the funds. $ 3,208,929 § 3,047,403
Other long-term assets are not available to pay for current-period expenditures and, therefore, are deferred
in the funds. 9,536 3,406
Internal service funds are used by management to charge the costs of Fleets and Facilities, Information
Technology, and Engineering Services to individual funds. The assets and liabilities of the internal
service funds are included in the governmental activities in the statement of net position. Adjustments
to reflect the consolidation of internal service fund (ISF) activities related to enterprise funds and prior-
year adjustment (B-6) are added back to ISF total net position, and the latter amounts are included in
governmental activities. 498,046 479,993
Net pension asset net of pension obligations 11,233 16,238
Deferred inflows and outflows of resources 8,255 8,985
Long-term liabilities, including bonds payable, are not due and payable in the current period and, therefore,
are not reported in the funds.
Claims Payable - Current (14,243) (21,973)
Accrued Interest Payable (5,819) (6,227)
Current Portion of Long-Term Debt (48,504) (57,081)
Compensated Absences Payable (22,770) (18,951)
General Obligation Bonds Payable (507,635) (511,836)
Less Bond Discount and Premium (40,586) (41,290)
Special Assessment Bonds (10,395) (13,005)
Notes and Other Long-Term Liabilities (19,349) (17,567)
Compensated Absences - Long-Term (75,020) (63,659)
Claims Payable - Long-Term (40,233) (35,063)
Workers' Compensation (26,167) (18,427)
Arbitrage (10) (12)
Unfunded Other Post Employment Benefits (83,760) (71,435)
MOHAI Liabilities — —
Net Adjustments 2,841,508 2,679,499
Net Position of Governmental Activities $ 3,521,073  § 3,386,755

The accompanying notes are an integral part of these financial statements.
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B-4
Page 1 of 2

REVENUES

Taxes
Licenses and Permits

Grants, Shared Revenues, and Contributions

Charges for Services
Fines and Forfeits
Parking Fees and Space Rent

Program Income, Interest, and Miscellaneous Revenues

Total Revenues
EXPENDITURES

Current
General Government
Judicial
Public Safety
Physical Environment
Transportation
Economic Environment

Health and Human Services

Culture and Recreation
Capital Outlay

General Government

Public Safety

Transportation

Economic Environment

Culture and Recreation
Debt Service

Principal

Interest

Bond Issuance Cost

Other

Total Expenditures

Excess (Deficiency) of Revenues over Expenditures

OTHER FINANCING SOURCES (USES)

Long-Term Debt Issued
Refunding Debt Issued
Premium on Bonds Issued

Payment to Refunded Bond Escrow Agent

Sales of Capital Assets
Transfers In
Transfers Out

Total Other Financing Sources (Uses)

Net Change in Fund Balance

Fund Balances - Beginning of Year

Fund Balances - End of Year

The accompanying notes are an integral part of these financial statements.
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STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES
GOVERNMENTAL FUNDS
For the Year Ended December 31, 2014
(In Thousands)

General Transportation Low-Income Housing
926,003 $ 78,477 $ 17,943
25,027 5,066 —
35,666 46,244 2,840
61,080 98,365 —
31,960 19 —
38,223 84 —
42,794 2,235 32,660
1,160,753 230,490 53,443
195,598 — —
29,158 — —
519,122 — —
6,538 — —
9,779 102,153 —
21,540 — 29,181
945 — —
72,371 — —
12,305 — —
5,914 — —
— 278,550 —
6 _ _
24,213 — —
3 2,051 —
1 155 —
897,493 382,909 29,181
263,260 (152,419) 24,262
— 2,108 —
20,027 189,540 —
(275,112) (26,544) —
(255,085) 165,104 —
8,175 12,685 24,262
308,960 73,663 81,157
317,135 $ 86348 § 105,419
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B-4 STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
Page 2 of 2 IN FUND BALANCES
GOVERNMENTAL FUNDS

For the Year Ended December 31, 2014
(In Thousands)

REVENUES

Taxes

Licenses and Permits

Grants, Shared Revenues, and Contributions

Charges for Services

Fines and Forfeits

Parking Fees and Space Rent

Program Income, Interest, and Miscellaneous Revenues

Total Revenues
EXPENDITURES

Current
General Government
Judicial
Public Safety
Physical Environment
Transportation
Economic Environment
Health and Human Services
Culture and Recreation
Capital Outlay
General Government
Public Safety
Transportation
Economic Environment
Culture and Recreation
Debt Service
Principal
Interest
Bond Issuance Cost
Other

Total Expenditures
Excess (Deficiency) of Revenues over Expenditures
OTHER FINANCING SOURCES (USES)

Long-Term Debt Issued

Refunding Debt Issued

Premium on Bonds Issued

Payment to Refunded Bond Escrow Agent
Sales of Capital Assets

Transfers In

Transfers Out

Total Other Financing Sources (Uses)
Net Change in Fund Balance
Fund Balances - Beginning of Year

Fund Balances - End of Year

The accompanying notes are an integral part of these financial statements.

Comparative Totals

Other Governmental 2014 2013
126,697 $ 1,149,120 $ 1,083,499
— 30,093 27,135
76,611 161,361 184,783
61,742 221,187 200,847
5,163 37,142 41,107
25,584 63,891 62,463
9,068 86,757 45,463
304,865 1,749,551 1,645,297
9,064 204,662 209,006
_ 29,158 27,642
6,656 525,778 504,836
871 7,409 11,935
2,805 114,737 97,676
89,358 140,079 128,644
77,079 78,024 73,151
172,987 245,358 276,197
23,294 35,599 5,043
19,248 25,162 10,275
— 278,550 234,188
_ 6 _
30,920 55,133 41,185
59,691 61,745 56,194
26,415 26,571 26,206
259 259 822
518,647 1,828,230 1,703,000
(213,782) (78,679) (57,703)
50,455 50,455 101,115
— — 43,945
4,150 4,150 9,377
— (44,504)
20 2,128 22,903
233,099 442,666 422,670
(146,755) (448,411) (428,881)
140,969 50,988 126,625
(72,813) (27,691) 68,922
243,476 707,256 638,334
170,663 $ 679,565 $ 707,256
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B-5 RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS

TO THE STATEMENT OF ACTIVITIES
For the Year Ended December 31, 2014
(In Thousands)

Amounts reported for governmental activities in the statement of activities are different because:
Net change in fund balance - total governmental funds

Governmental funds report capital outlay as expenditures and proceeds from the disposition of capital assets as other
financing sources. However, in the statement of activities the cost of those assets is allocated over the estimated
useful life and reported as depreciation expense and the gain or loss is reported as income.

Depreciation expense for the year

Capital outlay reported as expenditures

Retirement and sale of capital assets

Capital assets received as donations

Revenues in the statement of activities that do not provide current financial resources are not reported as revenues in
the funds. These are comprised of:

Unavailable resources - property taxes

Reduction of long-term receivable

The issuance of long-term debt (e.g. bonds, leases) provides current financial resources to governmental — funds
while the repayment of the principal of long-term debt consumes the current financial resources of governmental
funds. Neither transaction, however, has any effect on net position. Also, governmental funds report the effect of
issuance cost, premium, discount, and similar items when debt is first issued, whereas these amounts are deferred
and amortized in the statement of activities. These amounts are the result of the differences in the treatment of long-
term debt and related items:

Proceeds of general obligation bonds

Premium on general obligation bonds

Proceeds from bond refunding

Principal payments bonds/notes

Amortization of bond premium

Amortization of loss on refunding

Minimum capital lease payments

Bond interest

Remittance to refunding escrow using refunding proceeds

Some expenses reported in the statement of activities do not require the use of current financial resources and,
therefore, are not reported as expenditures in governmental funds:

Compensated absences

Injury and damage claims

Workers' compensation

Arbitrage

Unfunded OPEB liabilities

Net pension asset

Environmental liability

MOHAL liability

Loan to agencies

Debt guarantee of SISC 2004 bonds
Internal service funds are used by management to charge the cost of Fleets and Facilities, Information Technology,
and Engineering Services to individual funds. Adjustments reflect the consolidation of internal service funds
activities to governmental funds:

Operating loss (income) allocated to enterprise funds

Net revenue of internal service funds activities reported with governmental activities

Change in Net Position of Governmental Activities

The accompanying notes are an integral part of these financial statements.
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Comparative Totals

Restated
2014 2013

(27,691) $ 68,922
(115,034) (107,705)
307,271 312,501
(1,306) (5.891)
(20,504) 310
(264) —
1,393 7,800
(50,455) (101,115)
(4,150) 9,377)
— (43,945)
61,745 56,194
3,819 —
(465) —
117 —
464 10,244

— 44,504
(15,180) (4,417)
(6,675) 1,832
(18) (2,750)

2 4
(12,325) 9,387)
(5,006) (360)
95 (568)

— 8,500
4,654 —
(4,225) —
(8,185) (4,491)
26,239 1,819
134316 $ 222,624
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MAJOR PROPRIETARY FUNDS

The Light Fund (City Light) accounts for the operations of the City-owned electric utility. City Light owns and operates certain generating,
transmission, and distribution facilities and supplies electricity to approximately 408,000 customers in the Seattle and certain surrounding
communities. City Light also supplies electrical energy to other City agencies at rates prescribed by City ordinances.

The Water Fund accounts for the operations of the City-owned water utility. It maintains three separate sources of water supply, namely
the Tolt and Cedar River watersheds, and Seattle wellfields; approximately 182 miles of supply mains, and distribution storage capacity
of 339 million gallons in reservoirs, tanks, and standpipes. The distribution system serves a population of about 1.4 million people.

The Drainage and Wastewater Fund accounts for the operations of the City-owned sewer and drainage utility facilities and pumping
stations. Those facilities and stations are necessary to collect the sewage of the City and discharge it into King County's treatment and
disposal systems. The utility maintains about 1,893 miles of sewers and drainage mainlines, 75 percent of which are separate sanitary
sewers and storm mainlines. In addition, the City manages 66 pumping stations.

The Solid Waste Fund accounts for the operations of two City-owned transfer stations and for the administration of contracts with private
companies for the collection of residential refuse and commercial garbage. Private individuals and City-administered residential and
commercial collectors bring solid waste to the transfer stations. Solid wastes collected at the transfer stations are compacted, loaded in
containers, and hauled to the Argo cargo loading station. The containers at the Argo station are loaded on railcars and transported to a
landfill in Arlington, Oregon, for final disposal.

Descriptions for the nonmajor enterprise funds and the internal service funds are provided in the Combining and Individual Fund and
Other Supplementary Information section.

The accompanying notes are an integral part of these financial statements.
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B-6
Page 1 of 12

ASSETS
Current Assets

Operating Cash and Equity in Pooled Investments
Restricted Cash and Equity in Pooled Investments
Receivables, Net of Allowances

Accounts

Interest and Dividends

Unbilled

Energy Contracts, Notes, and Other Contracts
Due from Other Funds
Due from Other Governments
Materials and Supplies Inventory

Prepayments and Other Current Assets
Total Current Assets
Noncurrent Assets

Restricted Cash and Equity in Pooled Investments
Notes and Contracts Receivable
Conservation Costs, Net
Landfill Closure and Postclosure Costs, Net
Environmental Costs and Recoveries
External Infrastructure Costs
Regulatory Asset
Other Charges
Capital Assets
Land and Land Rights
Plant in Service, Excluding Land
Less Accumulated Depreciation
Buildings and Improvements
Less Accumulated Depreciation
Machinery and Equipment
Less Accumulated Depreciation
Construction in Progress

Other Property, Net
Total Noncurrent Assets
Total Assets
DEFERRED OUTFLOWS OF RESOURCES

Total Assets and Deferred Outflows of Resources

STATEMENT OF NET POSITION
PROPRIETARY FUNDS

December 31, 2014

(In Thousands)

Business-Type Activities - Enterprise Funds

Light Water
2014 2013 2014 2013
128,343  $ 193,769 43,553  § 28,901
— — — 10
70,850 61,511 13,519 13,899
— — 910 895
64,630 78,837 13,651 13,965
— — 107 120
1,482 26