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Opinion

NEW YORK, July 26, 2012 --Moody's Investors Service has assigned a rating of Aa2 with a negative outlook to the
State of Washington's Certificates of Participation, in conjunction with the upcoming $85.39 million Series 2012B
(State and Local Agency Real and Personal Property) issuance. The certificates are payable from anticipated state
base rent payments, under a master financing lease, which are in turn derived from underlying agency rental
payments by the state and local agencies.

The certificates will be sold on August 7. Proceeds will finance the acquisition and construction of real and personal
property projects, the largest of which are the construction of buildings on the main campuses of Lower Columbia
College ($36.6 million) and Skagit \Valley College ($29 miillion), both of which are overseen by the State Board for
Community and Technical Colleges, a state agency.

SUMMARY RATINGS RATIONALE

The Aa2 rating reflects the credit standing of the State of Washington (general obligation bonds rated Aa1 with a
negative outlook), the limited subject-to-appropriation nature of the state's master financing contract payment
obligations, 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 Aa1 general obligation rating incorporates Washington's sound management tools such as its quarterly
consensus revenue forecasting process and demonstrated willingness to address budget shortfalls, along with
strong demographic trends that will help propel the economic recovery once it takes hold. These strengths are
tempered by exposure to the cyclical aerospace industry, above average debt ratios, and an economy that proved
more vulnerable to the housing downturn than expected. Frequent voter initiative activity adds budget challenges
although the state legislature has a history of responding effectively to maintain budget balance. 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. Many states reported little or no budget gaps for fiscal
2012 as revenues improved and even over performed in some cases. Washington, however, announced a revenue



shortfall of $1.4 billion last fall amounting to about 5% of the biennial budget. This was after the state closed a $4.9
billion budget gap going into the current 2011-2013 biennium that began on July 2, 2011. Forward-looking economic
indicators are positive and high paying aerospace and technology jobs will eventually help Washington outperform
the nation. While there are signs of stabilization, the state's construction industry continues to have a drag on the
state's recovery reflecting a housing downturn that hit Washington later than most states and was worse than the
state expected. In addition, public sector employment is declining as the state and local governments downsize in
response to budget challenges.

STRENGTHS:

-- Institutionalized governance practices such as consensus revenue forecasting, multi-year revenue and
expenditure projections, and timely budget adoption.

-- Strong demographic trends

-- Satisfactory overall liquidity levels despite recessionary stresses

-- Healthy pension funding levels and modest retiree health insurance liability
CHALLENGES:

-- Economic weakness and steeper-than-forecast housing downturn that have driven sizeable consecutive
downward revenue revisions.

-- Diminished financial flexibility given depletion of financial reserves, significant use of one-time actions to balance
budgets, and implementation of large budget reductions over the past several years

-- Exposure to cyclical commercial aerospace industry.

-- Debt ratios above average and likely to increase.

-- Voter initiative activity adds element of fiscal uncertainty.
DETAILED CREDIT DISCUSSION

CERTIFICATES ISSUED IN CONNECTION WITH MASTER FINANCING CONTRACT,; STATE BASE RENT
PAYMENTS SUBJECT TO APPROPRIATION

The certificates are issued in connection with a Master Financing Lease between the State of Washington, acting
through the state treasurer, and the Washington Finance Officers Association (WFOA), a Washington nonprofit
corporation. Under the terms of the master contract, the state treasurer will enter into agency financing leases with
each participating state and local agency for various projects. State base rent payments pursuant to the master
financing contract are subject to appropriation and emergency order reduction. The state has never failed to
appropriate funds for any outstanding lease obligation. Permitted termination events include non-appropriation or
executive order emergency reduction in state funding, although these are not events of default. The obligation of the
state to make base rent payments, and of the respective agencies to make agency rent payments, is not subject to
abatement or set-off. As with other state certificate financings, there is no debt service reserve fund.

Pursuant to a Master Indenture the state treasurer has covenanted to include in the biennial budget all scheduled
agency rent payments due during that biennium. In addition, the state treasurer is obligated to make payments on
behalf of any agency, subject to the availability of appropriated funds and also subject to any executive order
reduction. The legislature is not legally bound to make appropriations, and any appropriations made are subject to
executive order reduction by the governor during the biennium. Should one or more agencies default on payment
obligations to the state, it is possible that this could affect the legislature's willingness to make future biennial
appropriations. Mitigating this risk, however, is the active involvement of the state treasurer and the statewide benefit
of the certificate issuance program, especially to small local agencies. Agency payments are due one month prior to
certificate payment dates of July and January, thereby reducing the risk of non-payment in the event of a late

budget. Washington has a history of adopting its budgets on time, if not early.

FULL FAITH AND CREDIT PLEDGE SECURES LOCAL AGENCY RENT PAYMENTS; STATE AGENCY PAYMENTS
SUBJECT TO APPROPRIATION



The local agencies participating in this issue has been approved by the state treasurer's office based on the project
to be funded as well as ability to service the payments. Local agency debt service is secured by a full faith and credit
pledge of the agency. In the event a local agency fails to make any scheduled payment when due, the treasurer is
obligated to withhold distributions of tax or other revenues held by the treasurer on behalf of such agency, if any,

and to the extent statutorily permissible (e.g. basic school aid may not be withheld). In addition, the treasurer is
further obligated to make scheduled debt service payments on behalf of the local agency, subject to the availability
of legally appropriated funds.

For state agency projects, debt service is secured by rent payments by state agencies subject to biennial
appropriation by the legislature and mid-year executive order reduction by the governor. The risk of non-
appropriation is mitigated by the lump-sum nature of appropriations to each state agency. Non-appropriation would
require specific statutory language by the legislature.

For additional credit information on the state of Washington please see Moody's report published July 5, 2012.
Outlook

Washington's rating outlook is negative reflecting the magnitude of the revenue falloff that has challenged the state
as it struggles to recover from the recession; depleted reserves and GAAP-based balances that will remain negative
at least through fiscal 2012; and high fixed costs for the state's above-average debt position. Moody's expects that
the state will continue to address any budget gaps that emerge, as it has in the past, although financial flexibility will
remain strained over the near term and out year structural gaps will likely be challenging to resolve. Economic
concentration in some industries that are historically volatile poses longer-term credit risk.

WHAT COULD MAKE THE RATING GO 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 MAKE THE RATING GO DOWN

-- Delayed or muted recovery that continues to restrain consumer confidence, leading to further revenue weakness
and budget shortfalls

-- Employment erosion

-- Protracted structural budget imbalance.

-- Increased reliance on one-time budget solutions.
-- Deterioration of the state's cash position.

The principal methodology used in this rating was The Fundamentals of Credit Analysis for Lease-Backed Municipal
Obligations published in December 2011. Please see the Credit Policy page on www.moodys.com for a copy of this
methodology.

REGULATORY DISCLOSURES

The Global Scale Credit Ratings on this press release that are issued by one of Moody's affiliates outside the EU
are endorsed by Moody's Investors Service Ltd., One Canada Square, Canary Wharf, London E 14 5FA, UK in
accordance with Art.4 paragraph 3 of the Regulation (EC) No 1060/2009 on Credit Rating Agencies. Further
information on the EU endorsement status and on the Moody's office that has issued a particular Credit Rating is
available on www.moodys.com.

For ratings issued on a program, series or category/class of debt, this announcement provides relevant regulatory

disclosures in relation to each rating of a subsequently issued bond or note of the same series or category/class of
debt or pursuant to a program for which the ratings are derived exclusively from existing ratings in accordance with
Moody's rating practices. For ratings issued on a support provider, this announcement provides relevant regulatory



disclosures in relation to the rating action on the support provider and in relation to each particular rating action for
securities that derive their credit ratings from the support provider's credit rating. For provisional ratings, this
announcement provides relevant regulatory disclosures in relation to the provisional rating assigned, and in relation
to a definitive rating that may be assigned subsequent to the final issuance of the debt, in each case where the
transaction structure and terms have not changed prior to the assignment of the definitive rating in a manner that
would have affected the rating. For further information please see the ratings tab on the issuer/entity page for the
respective issuer on www.moodys.com.

Information sources used to prepare the rating are the following: parties involved in the ratings, public information,
and confidential and proprietary Moody's Investors Service's information.

Moody's considers the quality of information available on the rated entity, obligation or credit satisfactory for the
purposes of issuing a rating.

Moody's adopts all necessary measures so that the information it uses in assigning a rating is of sufficient quality
and from sources Moody's considers to be reliable including, when appropriate, independent third-party sources.
However, Moody's is not an auditor and cannot in every instance independently verify or validate information
received in the rating process.

Please see the ratings disclosure page on www.moodys.com for general disclosure on potential conflicts of interests.

Please see the ratings disclosure page on www.moodys.com for information on (A) MCO's major shareholders
(above 5%) and for (B) further information regarding certain affiliations that may exist between directors of MCO and
rated entities as well as (C) the names of entities that hold ratings from MIS that have also publicly reported to the
SEC an ownership interest in MCO of more than 5%. A member of the board of directors of this rated entity may also
be a member of the board of directors of a shareholder of Moody's Corporation; however, Moody's has not
independently verified this matter.

Please see Moody's Rating Symbols and Definitions on the Rating Process page on www.moodys.com for further
information on the meaning of each rating category and the definition of default and recovery.

Please see ratings tab on the issuer/entity page on www.moodys.com for the last rating action and the rating history.

The date on which some ratings were first released goes back to a time before Moody's ratings were fully digitized

and accurate data may not be available. Consequently, Moody's provides a date that it believes is the most reliable
and accurate based on the information that is available to it. Please see the ratings disclosure page on our website
www.moodys.com for further information.

Please see www.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal entity
that has issued the rating.
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appropriate, independent third-party sources. However, MOODY'S is not an auditor and cannot in
every instance independently verify or validate information received in the rating process. 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,


http://www.moodys.com/

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 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.

Notwithstanding the foregoing, credit ratings assigned on and after October 1, 2010 by Moody's
Japan K.K. (“MJKK”) are MJKK's current opinions of the relative future credit risk of entities, credit
commitments, or debt or debt-like securities. In such a case, “MIS” in the foregoing statements
shall be deemed to be replaced with “MJKK”. MJKK is a wholly-owned credit rating agency
subsidiary of Moody's Group Japan G.K., which is wholly owned by Moody’s Overseas Holdings
Inc., a wholly-owned subsidiary of MCO.

This credit rating is an opinion as to the creditworthiness of a debt obligation of the issuer, not on
the equity securities of the issuer or any form of security that is available to retail investors. It
would be dangerous for retail investors to make any investment decision based on this credit
rating. If in doubt you should contact your financial or other professional adviser.



