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Disclaimer

* This presentation is not an offer to sell or a solicitation of an offer to buy any state bonds. There are no
current offerings of state general obligation bonds. State bonds may only be purchased through a municipal
securities broker-dealer. Any investment decision regarding state bonds should only be made after a careful
review of the official statement prepared in connection with the bonds.

* The information in this presentation is a summary of certain recent developments concerning the state. The
presentation is not intended to contain all information material to investors in state bonds. The information
speaks only as of its date and is subject to change. The state does not undertake to update this information.
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I. Overview




Overview of the State of Washington

* Washington has a large and diverse economy and is the 11th largest state by

. real GDP and the 13th largest state by population.
Washington has a & Yy pop

diversified economy. * Wealth levels are above national averages, at $45,413 per capita income in

2012, 106 percent of the national average.

» Continued strength in high wage aerospace and software publishing
industries is expected to support income growth.

* A number of corporations have chosen Washington as their headquarters or
as a major center of operations:

The State’s policies » Amazon, Amgen, Costco, Cray Inc., Microsoft, Nintendo America,
Nordstrom, PACCAR Inc., Starbucks and Weyerhaeuser

and statutory

framework have » Principal manufacturing site for Boeing.

resulted in a history + Strong budgetary controls and financial management.

Of P rudentﬁs cal » Governor is required by law to propose a balanced budget.

management.

» OFM monitors spending plans on a monthly basis and recommends actions
the Governor may take to adjust spending and revenues.

> The State has quarterly independent revenue forecasting.

> The Legislature has the ability and a history of amending or modifying
voter approved initiatives.

v’ Initiatives cannot amend the State Constitution.




I1. Legislative Update




The Legislature Passed a Responsible Budget

Washington’s fiscal
position is sound.

The 2013-15 budget
was balanced with a
combination of
revenue and
expenditure
components.

* The 2013 Legislature faced a slowly improving economy and the need to
respond to the state Supreme Court's “McCleary” ruling on the adequacy of
K-12 funding.

* Together, there was a projected 2013-15 budget gap of $2.5 billion.

»$800 million growth in underlying costs to continue current programs and
comply with current laws; and

> $1,700 million enhancements to: K-12; health and human services
programs; higher education; and expanded early learning opportunities.

* The enacted 2013-15 budget closed this $2.5 billion gap with:

»>$1,550 million in spending cuts: $320 million from suspending I-732
teacher COLAs; $272 million from extending Hospital Safety Net
Assessments; and another $351 million associated with the Medicaid
expansion offered in federal health reform;

»>$259 million in new revenue - primarily through reforming the estate tax
and leveling taxes across sectors of the telecommunications industry;

»>$519 million in fund transfers - largely from redirecting balances and
revenues from the Public Works Trust Fund.

»$140 million assumed reversions (under-spending of general fund
appropriations across the government) in the 2013-15 biennium.




Budget Solutions

2013-15 Biennial Budget Solutions

($ Millions)
B udget S tﬂbiliza tiOTl Telecommunications
. Estate Tax Reform and Other
Account funded with (Addressing Bracken__ Revenue,$99 Extend Suspension of
Io) Decision), $159 1-732,$320
1.0% of general state

reventues. .
Extend/Revise
Hospital Safety Net,
Other Fund Transfers $272
and Revenue
Redirections, $519
. State Savings From
Assumeglf-{:(\)lerswns, Federal Health
. Reform, $351
Required

contributions to
pension systems

have been funded. * Reserve levels are improving with a projected ending fund balance of $630
million - $577 million of which is in the constitutionally protected Budget
Stabilization Account and $53 million in unrestricted funds.

Other Savings, $610

* The budget makes required contributions to pension systems.

* Funding has been provided to restore the 3% temporary pay reduction taken
by all state employees for the 2011-13 biennium.




Budget Spending Priorities

Education is a policy
priority of the state.

2013-15 Omnibus Operating Budget

Special ~ Legislature Judicial
A iati 0.40% 0.70%
pprsoﬂtz one | ’ Governmental
. / Operations
Other Education 1.40%

0.60%

Other Human
Services

Higher €
Education 18.22%
9.11%
DSHS
17.22%
Natural
Public Schools Resouices
45.25% 0.80%
Transportation
0.20%

* Major programmatic additions to the 2013-15 operating budget include:

»>$1.03 billion for K-12: supplies, expanding learning assistance programs,
reducing class sizes, additional instructional hours, expanding all-day
kindergarten, pupil transportation,

»$164 million for higher education 4-year institutions, community and
technical colleges. (No higher ed tuition increases for 2013-15.)

»>$141 million for early learning and child care; and

»$223 million was added to health and human services.




The State’s Overall Liquidity is Robust

The state has strong
cash management
policies and sound
liquidity,
conservative
investment policies
and practices

The state does not
currently expect nor
plan to borrow short-
term for cash flow

purposes

Dollars in Millions
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II1. Economic and Revenue Update




The State’s Revenue Base is Diverse

General Fund Revenues
Fiscal 2013 Forecast ($ millions)

Use Taxes (General Property Taxes

S[ZZES tax ClTld B& O Fund poortion) 1312.2y7% Real Estate Excise

tax receipts are 3:32% | Taxes 3.38%

. . Business & :

ZmP rovlng . Occupation Taxes Other ](:;xlc(;i/f Taxes

21.07% '
Other Taxes
11.89%
Non-Tax Revenues
Retail Sales Tax 2.75%
45.23%
Construction
actioi ty 1S a major General Fund Revenues
. Fiscal Years ended June 30 ($ millions)

contributor to 2010 2011 2012 2013

revenue grow th. Retail Sales Tax $ 6417 $ 6,620 $ 6,745 $ 7,133
Business and Occupation Taxes 2,574 3,010 3,126 3,323
Use Taxes (General Fund portion) 423 534 480 523
Property Taxes 1,822 1,840 1,898 1,935
Real Estate Excise Taxes 380 373 399 533
Other Excise Taxes'’ 17 18 17 16
Other Taxes"” 1535 1,804 1,827 1,876

Subtotal State Tax Revenues 13,168 14,199 14,492 15,339
Total Non-Tax Revenues 403 449 382 433
Adjustments and Transfers 625 644 116 237
Total General Fund Resources $14,475 $14,731  $14,898  $15,628
(1) Includes liquor, beer and wine, tobacco, boat and timber excise taxes, among others.

(2) Includes estate and inheritance taxes, public utility taxes and insurance premium and other taxes.
Source: Compiled by the Office of Financial Management from forecast documents and budget documents.
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Major Revenue Sources Exhibited Gains Year-Over-Year

General Fund - State* Revenue
Forecast by Fiscal Year

20

_
=

G@Tlei’{ll F ui’ld 19 Forecast

. 4.3%
revenue growth will " - m
be moderate with the 7 —
exception of FY 1 E LR

. % 15 7.9%

2014, which slows o
due to expiring »
taxes. "

10
FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013 FY 2014 FY 2015 FY 2016 FY 2017

*General Fund & Related Funds for FY 07-09, General Fund - new definition for FY 10-17
Source: ERFC forecast, June 2013

* Major General Fund-State Revenue collections thru 8-10-13 are $80 million (or 3.2%) above
the June 2013 forecast; adjusted for large one-time payments and refunds, collections are
$57.6 million (or 2.3%) above the June forecast.

* Non-Revenue Act collections thru 8-10-13 are $35 million (7.7 %) above the June forecast.

» Much of the positive variance due to real estate excise taxes associated with a small
number of large commercial property sales.

» Property tax collections were essentially unchanged from a year ago.

> Revenue from liquor sales has been volatile.
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Employment and Income

* The Washington economy added 13,500 jobs in April thru June 2013, with
P ayroll employment growth in most sectors; federal government and aerospace being exceptions.
is expected to

, 2 0%  The State’s unemployment rate has declined to 6.8% in June 2013.
mmcrease £.U 701n

2013 and 1.7%in * Forecasted aerospace downturn expected to be mild due to backlog of orders.
2014.  Software industry is strong; In the year thru July 2013, additional 1,300 jobs.

* Seattle unemployment was 4.8% in June 2013.
Washington
personal income Washington Nonfarm Payroll Unemployment Washington Real Personal Income
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* Seattle area inflation remains moderate with core inflation averaging 1.8%
over the last 12 months, equal to the national average.
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Housing Sector Exhibiting Strength

Housing market is at * Housing construction declined in the second quarter of 2013 after rising
its strongest level rapidly in 2012 and early 2013, largely reflecting a slowdown in the
since 2007 construction of multifamily units.

* Cash-Shiller Index shows prices in June 11.8% higher than a year ago; Seattle
area home prices still about 18% below 2007 peak

Washington Housing Permits

Regional home prices
continue to rise and
strong growth in

exlstl”g home sales 2012 2013 2014 2015 2016 2017
statewide.
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Source: WA Center for Real Estate Research, ERFC; Q4 2012 data
*Ten counties with highest existing home sales, Q1 2013
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Exports Continue to Exhibit Gains

Washington Exports
Percent Change, year ago

Export growth
continues, albeit at a
slower pace. 40 |

60 -

20

20 -

-40 -

1998 2001 2004 2007 2010 2013
Source: Wiser Trade Data; through 2013 Q2.
mmmm Total === Total excluding Transportation Equipment

* Exports grew 15.0 percent from Q2 2012 to Q2 2013.

* Non-transportation sectors declined 10.4% year-over-year in Q2 2013, the
worst decline since 2009

* Transportation equipment grew 42.4% year-over-year in Q2 2013 from 5.6%
growth in Q1 2013.
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IV. Transportation
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Project Updates

Permanent Skagit
River Bridge
replacement to open
by October 2013.

Washington's
involvement in CRC
no longer moving
forward without
legislative
commitment of

funding.

+ Skagit River Bridge
> In June 2013, WSDOT replaced the damaged Skagit River Bridge with a
temporary span less than one month after a partial collapse.
> The bridge replacement has been financed primarily from federal
emergency funds.

* Alaskan Way Viaduct
» The Viaduct’'s downtown waterfront section will be replaced with a
bored tunnel beneath downtown Seattle using the world’s largest tunnel
boring machine. Tunneling is now underway.
» Completed south end viaduct replacement is on budget and one year
early.
» Tunnel expected to open to traffic in late 2015.

* Columbia River Crossing
» Funding for $3.1 - $3.5 billion project had been expected to include tolls,
contributions from Washington, Oregon and the federal government.
» Washington did not enact legislation to fund the project
» Without funding, WSDOT is in the process of closing the project office.
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Project Update - SR 520

SR 520 is moving
forward with
construction.

Traffic has exceeded
forecast levels; Net
toll revenue is on
target

Construction is complete on 24 of the 77 total bridge pontoons; construction
of an additional 14 pontoons is now underway.

Floating bridge and landings construction continues on Lake Washington.
Assembly of pontoons and construction of the roadway superstructure have
begun.

Eastside construction continues with progress on 3 lidded overpasses,
several fish friendly culverts, corridor walls, and transit stops.

Pontoon issues with spalling and end-wall cracking due to an error in
pontoon design have resulted in a number of change orders.

» Pontoon repairs are underway to ensure a 75-year design life.

» The opening of the bridge to traffic will be delayed from mid-2015 to
late-2015/ early-2016.

As of August 1, 2013, executed change orders and a settlement together
totaling $152.3 million have been paid from contingency funds available
within the project.

West Approach Bridge (north) is in design; the construction contract will be
awarded mid-2014.

SR 520 Bridge toll rates increased by 2.5% as planned in July 2013.

Based on preliminary data, FY 2013 traffic performance exceeds 2012
projections; FY 2013 net toll revenues are $201,000 or 0.4% below projections.
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V. Pensions
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The State’s Pension System

+ 13 defined benefit retirement plans, 3 of

The state maintains which contain hybrid defined
4 strone pension benefit/defined contribution options,
8P i covering more than 500,000 state and local PERS 1 69%
making prudent + State law requires systematic actuarial IRS1 79%
reforms. funding to finance the retirement plans. TRS 2/3 114%
. . SERS2/3 110%
» Actuarial valuation as of June 30 2012 / L
shows a total funded ratio of 101 %. PSERS 2 134%
, LEOFF 1 135%
+ In 2013, the Legislature lowered the )
discount rate for determining liabilities for LEOFF 2 119%
each plan from 8.0% to 7.9% and to 7.8% in WSPRS 114%
2015, to 7.7% in 2017. Total 101%
* As of June 2012, the 10-year average annual _
investment return was 924% Source: Office of the State Actuary. Valuation as

of June 30, 2012.

* The state has taken recent actions to reduce pension costs:
> Repeal of future gain-sharing benefits.
> Repeal of Plan 1 Uniform COLA.

» Reduction of early retirement benefits for new
hires in three plans lowering long-term costs as
new hires replace current members.
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V1. School Bond Guarantee Program
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School Bond Guarantee Program

The Program
pledges the full
faith, credit, and
taxing power of the
state to the
payment of voter-
approved school
district general
obligation bonds.

The state has not
been called upon to
pay debt service on

any guaranteed
school debt.

* The School Bond Guarantee Program was created with a constitutional
amendment in 1999.

* Each district is responsible for paying in full the principal of and interest on its
bonds guaranteed by the state.

 The program saves taxpayers an estimated $9 million annually.

 As of June 30, 2013, 507 voter-approved bonds issued by 180 school districts
were guaranteed under the Program with a par amount of $8.55 billion.
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School Bonds Issued Under the Program
(% in Millions - as of June 30, 2013)

Refunding

Issues

B New Issues

m Combined
Issues

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
Calendar Year (By Closing Date)
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