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Opinion 

NEW YORK, Jul 16, 2010 -- Moody's Investors Service has assigned a rating of Aa2 with a stable outlook to the State of 
Washington's Certificates of Participation, Refunding Series 2010C (Department of Ecology). The certificates are payable from 
payments by the state under a financing lease agreement, subject to biennial appropriation by the state legislature. The 
certificates will be sold on August 3. Proceeds will be used to refund the remaining two maturities (2011 and 2012) of the 
state's Series 2001 Refunding Certificates of Participation for net present value savings estimated at $253,000. The original 
1991 issuance (refunded in 2001) financed construction of a 315,000 square foot office building to house the headquarters of 
the state's Department of Ecology.  

The Aa2 rating reflects the credit standing of the State of Washington (general obligation bonds rated Aa1 with a stable 
outlook), the limited subject-to-appropriation nature of the state's lease payment obligation, active administration of the 
financing program by the state treasurer's office, and the state's established track record of making appropriation-backed debt 
payments under a variety of financing programs. Moody's anticipates that the state will continue to avail itself of appropriation-
backed financings for various purposes in the future.  

The state's Aa1 general obligation bond rating incorporates Washington's strong management tools such as its quarterly 
consensus revenue forecasting process and conservative budgetary controls; absence of liquidity strain; strong demographic 
trends that will help propel the economic recovery once it takes hold; exposure to the cyclical aerospace industry; above 
average debt ratios; and frequent voter initiative activity that introduces budget challenges. As a state with heavy dependence 
on sales tax receipts and no personal income tax, Washington's revenues have been hit hard by the negative impact of the 
recession on consumer confidence. Last year, the state closed a sizeable combined budget gap of $9 billion as it ended fiscal 
year 2009 and enacted its 2009-2011 biennial budget. Over the past year, revenues continued to underperform and spending 
pressures rose, largely due to increased demand for social services. As a result, the state faced another large budget shortfall 
of approximately $2.8 billion for the 2009-2011 biennium, representing nearly 10% of projected general fund expenditures. In 
April, a supplemental budget was adopted to close the gap with a combination of new recurring revenues, ongoing expenditure 
savings, and significant one-time resources.  

State credit strengths are:  

*Institutionalized conservative budgetary controls.  

*Improved financial flexibility with increased rainy day fund (RDF) levels going into the 2007-2009 recession  

*Strong demographic trends  

*Satisfactory overall liquidity levels despite recessionary stresses 

ISSUE RATING
Certificates of Participation, Refunding Series 2010C (Department of Ecology) Aa2 
  Sale Amount $9,800,000 
  Expected Sale Date 08/03/10 
  Rating Description Certificates of Participation 
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State credit challenges are:  

*Economic weakness and steeper-than-forecast housing downturn drive large consecutive downward revenue revisions.  

*Significant use of one-time actions to balance current biennial budget reduces flexibility to address unexpected revenue 
shortfalls  

*Exposure to cyclical commercial aerospace industry.  

*Debt ratios above average and likely to increase.  

*Voter initiative activity adds element of fiscal uncertainty.  

STATE LEASE PAYMENTS SUBJECT TO APPROPRIATION  

As in other certificate financings on behalf of state agencies, debt service is secured by lease payments that are paid from 
lump-sum appropriations to the agency (in this case the Department of Ecology). The lease payments are dependent on 
biennial legislative appropriations to the agency, and may be subject to mid-year executive order reduction by the Governor. 
However, the non-appropriation and mid-year reduction risk is mitigated by the nature of the lump-sum appropriation and by 
the lease agreement which requires that the agency use all available appropriated funds for debt service payments. Non-
appropriation under the lease would require specific statutory language by the legislature. The state has never failed to 
appropriate funds for any outstanding lease obligation.  

In the event of any failure to appropriate sufficient funds, the financing lease may be terminated. The main remedy available to 
the trustee and certificate holders in this event would be to potentially re-let the building to one or more replacement tenants 
for office use. The building and associated property are subject to a ground lease and may not be sold by the trustee. Unlike 
other state certificate financings, there is a debt service reserve fund associated with this transaction and a parity Series 2003 
issue ($25.7 million currently outstanding), in the amount of just under $6.9 million, which was funded from the 1991 certificate 
proceeds.  

For additional credit information on the state of Washington please see Moody's report published July 16, 2010.  

Outlook 

Washington's rating outlook is stable reflecting Moody's expectation that the state's finances will remain well-managed despite 
its recent sizeable budget shortfalls although uncertainty surrounding the timing and strength of the economic recovery could 
pose additional budget challenges. Given the substantial use of one-time actions to balance budget gaps thus far, 
Washington's reserve levels will likely remain slim over the near term. In addition, considerable out year structural gaps will 
likely be challenging to resolve. Economic concentration in some industries that are historically volatile poses longer-term 
credit risk. However, the state demonstrated impressive financial flexibility through the 2001 recession as it accommodated 
resulting economic and revenue swings and has shown a willingness to curtail spending during this economic cycle.  

What would change the rating - UP  

*Sustained trend of structural budget balance, plus restoration and maintenance of strong reserve levels.  

*Economic expansion and improved industry diversification.  

*Reduction of debt ratios to levels closer to Moody's 50-state medians.  

What could change the rating - DOWN  

*Deeper and longer recession or muted recovery that restrains consumer confidence, leading to prolonged revenue weakness 
and employment erosion.  

*Protracted structural budget imbalance.  

*Increased reliance on one-time budget solutions. 
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*Cash flow narrowing, leading to strained liquidity.  

*Failure to adopt plan to cover expenditures once federal fiscal stimulus monies are no longer available  

LAST RATING ACTION AND METHODOLOGY  

The last rating action was on May 21 2010, when Moody's assigned a Aa2 rating with a stable outlook to the State of 
Washington's Certificates of Participation, Series 2010B (Pooled State and Local Equipment).  

The principal methodology used in rating the State of Washington's Certificates of Participation, Refunding Series 2010C 
(Department of Ecology) was Moody's Lease Rating Methodology, published in October 2004 and available on 
www.moodys.com in the Rating Methodologies sub-directory under the Research & Ratings tab. Other methodologies and 
factors that may have been considered in the process of rating this issuer can also be found in the Rating Methodologies sub-
directory on Moody's website.  
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© Copyright 2010, Moody's Investors Service, Inc. and/or its licensors including Moody's Assurance Company, Inc. (together, 
"MOODY'S"). All rights reserved. 

 
CREDIT RATINGS ARE MOODY'S INVESTORS SERVICE, INC.'S ("MIS") CURRENT OPINIONS OF THE RELATIVE FUTURE 
CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES. MIS DEFINES CREDIT RISK AS 
THE RISK THAT AN ENTITY MAY NOT MEET ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY 
ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, 
INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS ARE 
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS DO NOT CONSTITUTE INVESTMENT OR 
FINANCIAL ADVICE, AND CREDIT RATINGS ARE NOT RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR 
SECURITIES. CREDIT RATINGS DO NOT COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR 
INVESTOR. MIS ISSUES ITS CREDIT RATINGS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL 
MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, 
HOLDING, OR SALE. 

 
ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, COPYRIGHT LAW, AND 
NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, 
TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH 
PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT 
MOODY'S PRIOR WRITTEN CONSENT. All information contained herein is obtained by MOODY'S from sources believed by it to be 
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accurate and reliable. Because of the possibility of human or mechanical error as well as other factors, however, all information 
contained herein is provided "AS IS" without warranty of any kind. Under no circumstances shall MOODY'S have any liability to any 
person or entity for (a) any loss or damage in whole or in part caused by, resulting from, or relating to, any error (negligent or otherwise) 
or other circumstance or contingency within or outside the control of MOODY'S or any of its directors, officers, employees or agents in 
connection with the procurement, collection, compilation, analysis, interpretation, communication, publication or delivery of any such 
information, or (b) any direct, indirect, special, consequential, compensatory or incidental damages whatsoever (including without 
limitation, lost profits), even if MOODY'S is advised in advance of the possibility of such damages, resulting from the use of or inability to 
use, any such information. The ratings, financial reporting analysis, projections, and other observations, if any, constituting part of the 
information contained herein are, and must be construed solely as, statements of opinion and not statements of fact or recommendations 
to purchase, sell or hold any securities. Each user of the information contained herein must make its own study and evaluation of each 
security it may consider purchasing, holding or selling. NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, 
TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR 
OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY'S IN ANY FORM OR MANNER WHATSOEVER. 

 
MIS, a wholly-owned credit rating agency subsidiary of MOODY'S Corporation ("MCO"), hereby discloses that most issuers of debt 
securities (including corporate and municipal bonds, debentures, notes and commercial paper) and preferred stock rated by MIS have, 
prior to assignment of any rating, agreed to pay to MIS for appraisal and rating services rendered by it fees ranging from $1,500 to 
approximately $2,500,000. MCO and MIS also maintain policies and procedures to address the independence of MIS's ratings and rating 
processes. Information regarding certain affiliations that may exist between directors of MCO and rated entities, and between entities 
who hold ratings from MIS and have also publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually 
at www.moodys.com under the heading "Shareholder Relations - Corporate Governance - Director and Shareholder Affiliation Policy." 

 
Any publication into Australia of this Document is by MOODY'S affiliate MOODY'S Investors Service Pty Limited ABN 61 003 399 657, 
which holds Australian Financial Services License no. 336969. This document is intended to be provided only to wholesale clients (within 
the meaning of section 761G of the Corporations Act 2001). By continuing to access this Document from within Australia, you represent 
to MOODY'S and its affiliates that you are, or are accessing the Document as a representative of, a wholesale client and that neither you 
nor the entity you represent will directly or indirectly disseminate this Document or its contents to retail clients (within the meaning of 
section 761G of the Corporations Act 2001). 
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