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DATED: DATE OF INITIAL DELIVERY DUE: JANUARY 1AND JULY 1,
(EXPECTED TO BE MARCH 17, 2009) AS SHOWN ON PAGE i HEREOF

The State of Washington Certificates of Participation, Series 2009B (Quarterly) (the “Certificates”) will be executed and delivered in fully registered form
and, when executed and delivered, will be registered initially in the name of Cede & Co., as nominee for The Depository Trust Company, New York, New
York (“DTC”). DTC will act as securities depository for the Certificates. Individual purchases of the Certificates will be made in book-entry form only, in
denominations of $5,000 and any integral multiple thereof. Purchasers will not receive certificates representing their beneficial ownership interests in the
Certificates purchased, except as described herein.

Interest evidenced and represented by the Certificates is payable semiannually on each January 1 and July 1, beginning on July 1, 2009. Principal and
interest evidenced and represented by the Certificates is payable directly to DTC by The Bank of New York Mellon as Fiscal Agent for the Certificates (the
“Fiscal Agent”). Upon receipt of payments of principal and interest represented by the Certificates, DTC in turn is obligated to remit such payments to the
DTC Participants (as described herein) for subsequent disbursement to the purchasers of beneficial ownership interests in the Certificates.

The Certificates are not subject to prepayment prior to their respective Principal Payment Dates. See “The Certificates—Prepayment.”

The Certificates are being executed and delivered to finance and/or refinance the costs of acquisition of certain items of personal property for the benefit of
certain Local Agencies and State Agencies (the “Agencies”) and to fund issuance costs with respect to the Certificates. The Certificates are being executed
and delivered by the Fiscal Agent pursuant to a Trust Agreement among the Fiscal Agent, the State Treasurer and the Washington Finance Officers
Association (the “Corporation”), a Washington nonprofit corporation. The Certificates represent undivided proportionate interests in Installment Payments
to be made by the state under a Master Financing Contract between the Corporation and the state (the “State Payments™).

Except as otherwise described herein, State Payments are payable from payments to be made pursuant to the Agency Financing Contracts, each between the
state and the applicable Agency (“Agency Installment Payments”). In the event that any Local Agency fails to make any payment due under its Agency
Financing Contract, the State Treasurer is obligated to withhold an amount sufficient to make such payment from the Local Agency’s share, if any, of state
revenues or other amounts authorized or required by law to be distributed by the state to such Local Agency, if otherwise legally permissible. Upon the
failure of any Local Agency to make any Agency Installment Payment, the State Treasurer is obligated further, to the extent of legally available appropriated
funds and subject to any Executive Order reduction, to make the payment on behalf of the Local Agency.

THE MASTER FINANCING CONTRACT, INCLUDING THE STATE AGENCY FINANCING ADDENDA, CONSTITUTES A SPECIAL, LIMITED OBLIGATION OF THE STATE
PAYABLE SOLELY FROM THE SOURCES AND SUBJECT TO THE LIMITATIONS SET FORTH THEREIN. NONE OF THE STATE PAYMENTS, THE AGENCY INSTALLMENT
PAYMENTS NOR THE CERTIFICATES CONSTITUTE OR REPRESENT DEBT OR GENERAL OBLIGATIONS OF THE STATE OR ANY STATE AGENCY, AND NEITHER THE
FULL FAITH AND CREDIT NOR THE TAXING POWER OF THE STATE NOR ANY STATE AGENCY IS PLEDGED TO THE PAYMENT OF ANY SUCH PAYMENTS OR THE
PRINCIPAL OR INTEREST EVIDENCED AND REPRESENTED BY THE CERTIFICATES. THE STATE WILL NOT BE OBLIGATED TO PAY THE SAME EXCEPT FROM
AGENCY INSTALLMENT PAYMENTS AND OTHER AMOUNTS AS PROVIDED IN THE MASTER FINANCING CONTRACT. ANY PAYMENTS BY THE STATE TREASURER
ON BEHALF OF A LOCAL AGENCY AND PAYMENTS BY A STATE AGENCY ARE SUBJECT TO APPROPRIATION BY THE STATE LEGISLATURE AND EXECUTIVE
ORDER REDUCTION BY THE GOVERNOR. A DETERMINATION BY THE STATE LEGISLATURE NOT TO APPROPRIATE, OR ANY EXECUTIVE ORDER REDUCTION BY
THE GOVERNOR, WOULD NOT CONSTITUTE AN EVENT OF DEFAULT UNDER THE TRUST AGREEMENT, THE MASTER FINANCING CONTRACT OR ANY STATE
AGENCY FINANCING ADDENDA.

This cover page contains certain information for quick reference only, and is not a summary of this issue. Investors must read the entire Official Statement
to obtain information essential to the making of an informed investment decision.

The Certificates are offered when, as and if executed and delivered, and are subject to receipt of the legal opinion of Foster Pepper PLLC, Certificate
Counsel to the state, and certain other conditions. Certain legal matters will be passed upon for the Local Agencies by their respective counsel. It is
expected that the Certificates will be available for delivery through the facilities of DTC in New York, New York, or to the Fiscal Agent on behalf of DTC
by Fast Automated Securities Transfer on or about March 17, 2009.



No dealer, broker, sales representative, or other person has been authorized to give any information or make any
representations other than those contained in this Official Statement, and, if given or made, such other information
or representations must not be relied upon as having been authorized by the State of Washington (the “state). This
Official Statement does not constitute an offer to sell or the solicitation of an offer to buy nor will there be any sale
of the Certificates by any person in any jurisdiction in which it is unlawful for such person to make such offer,
solicitation or sale. The information set forth herein has been obtained from sources which are believed to be
current and reliable but is not guaranteed as to its accuracy or completeness. Estimates, forecasts, projections, and
expressions of opinion included herein should not be interpreted as statements of fact. The statements and
information herein are subject to change without notice, and neither the delivery of this Official Statement nor any
sale of the securities offered hereby will create under any circumstances an implication that there has been no
change in the affairs of the State of Washington, or any other party described herein, since the date hereof. Neither
this Official Statement nor any statement made herein is to be construed as a contract with the purchasers of any of
the Certificates.

The state makes no representation regarding the accuracy or completeness of the information in Appendix E—Book-
Entry Transfer System, provided by DTC.

Certain statements included or incorporated by reference in this Official Statement, including but not limited to
Appendix A, constitute “forward looking statements” within the meaning of the United States Private Securities
Litigation Reform Act of 1995, Section 21E of the United States Securities Exchange Act of 1934, as amended, and
Section 27A of the United States Securities Act of 1933, as amended. Such statements are generally identifiable by
the terminology used such as “plan,” “expect,” “forecast,” “estimate,” “budget,” or other similar words. The
achievement of certain results or other expectations contained in such forward looking statements involve known
and unknown risks, uncertainties and other factors which may cause actual results, performance or achievements
described to be materially different from any future results, performance or achievements expressed or implied by
such forward looking statements. The state does not plan to issue any updates or revisions to those forward looking
statements if or when its expectations or events, conditions or circumstances on which such statements are based
occur.
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$11,280,000

STATE OF WASHINGTON

CERTIFICATES OF PARTICIPATION, SERIES 2009B

(QUARTERLY)

Evidencing and Representing Undivided Proportionate Interests of the Owners Thereof
in State Payments to be Made by the State of Washington

Pursuant to the Master Financing Contract

CERTIFICATE PAYMENT SCHEDULE

Principal Principal
Payment Date Component Interest Rate Yield Price CUSIP
July 1, 2009 $ 1,065,000 3.000% 1.400% 100.457% 939719Y53
January 1, 2010 1,005,000 3.000 1.500 101.170 939719Y61
July 1, 2010 1,020,000 3.000 2.000 101.264 939719Y79
January 1, 2011 1,035,000 3.000 2.500 100.867 939719Y87
July 1, 2011 1,050,000 3.000 2.500 101.103 939719Y95
January 1, 2012 1,070,000 3.000 3.000 100.000 939719729
July 1, 2012 1,030,000 3.000 3.000 100.000 939719737
January 1, 2013 1,045,000 3.250 3.250 100.000 939719745
July 1, 2013 615,000 3.250 3.250 100.000 939719752
January 1, 2014 625,000 3.500 3.500 100.000 939719760
July 1, 2014 200,000 3.500 3.500 100.000 939719778
January 1, 2015 205,000 3.750 3.750 100.000 939719786
July 1, 2015 160,000 3.750 3.750 100.000 939719794
January 1, 2016 160,000 4.000 4.000 100.000 9397192A7
July 1, 2016 160,000 4.000 4.000 100.000 9397192B5
January 1, 2017 160,000 4.250 4.250 100.000 9397192C3
July 1, 2017 165,000 4.250 4.250 100.000 9397192D1
January 1, 2018 165,000 4.500 4.500 100.000 9397192E9
July 1, 2018 170,000 4.500 4.500 100.000 9397192F6
January 1, 2019 175,000 4.750 4.750 100.000 9397192G4
Total $ 11,280,000
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STATE FINANCE COMMITTEE

of the
STATE OF WASHINGTON

James L. McIntire........ccooceeveenieenieniiniieieeeeeeenn State Treasurer and Chairman

Christine O. GIegOIre .......cceeruierieriinieeieeieeieesieeseesee e Governor and Member

Brad OWen........coovvieniiiiiiiiiiiiceeeceeeeee Lieutenant Governor and Member

Ellen Evans......c..cocoviiiiiiniiieeccceceeee e Deputy State Treasurer

ROb MCKENNa......ooiiiiiiiiiiieieeee et Attorney General
CERTIFICATE COUNSEL OFFICE OF THE STATE TREASURER
Foster Pepper PLLC Legislative Building, Second Floor, Room 230

1111 Third Avenue, Suite 3400
Seattle, Washington 98101-3299

416 Sid Snyder Avenue Southwest
Olympia, Washington 98504-0200

Phone:  (206) 447-4400 Phone: (360) 902-9000
FISCAL AGENT FINANCIAL ADVISOR
The Bank of New York Mellon DashenMusselman, Inc.
101 Barclay Street, 21st Floor P.O. Box 2469

New York, New York 10001
Phone:  (800) 438-5473

This publication will be available in alternative formats upon request to the Office of the State Treasurer. This

Mount Vernon, Washington 98273
Phone: (360) 445-0138
Email: advisors@dashenmusselman.com

publication is available in PDF format via the Internet at the Office of the State Treasurer’s Home Page:

The availability of this publication via the Internet will not under any circumstances create any implication that there
has been no change in the affairs of the state since the date hereof, or that the statements and information in this

http://www.tre.wa.gov

publication are current as of any date after the date hereof.

The website of the state or any state department or agency is not part of this Official Statement, and investors should
not rely on information presented in the state’s website, nor any other website referenced or linked herein, in
determining whether to purchase the Certificates. Information appearing on any such website is not incorporated by

reference in this statement.
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PARTICIPATING STATE AND LOCAL AGENCIES

The proceeds received from the sale of the Certificates will be applied to finance the acquisition of the
following items of personal property for the following participating State Agencies and Local Agencies:

Term (Yrs) Agency Property to be Acquired Amount
3 Lincoln County Vehicles $ 46,604
3 Dept. of Information Services IT Equipment 274,897
4 Dept. of General Administration Vehicles 448,846
4 Dept. of Information Services IT Equipment 166,911
4 Dept. of Information Services IT Equipment 282,776
4 Dept. of Social and Health Services IT Equipment 927,008
4 Dept. of Corrections IT Equipment 651,138
4 Dept. of Corrections IT Equipment 320,960
4 Dept. of Corrections IT Equipment 30,679
4 Dept. of Corrections Automobile 17,380
4 Dept. of Corrections Automobile 26,099
4 Dept. of Corrections Furniture 18,756
4 Dept. of Corrections Kitchen Equipment 18,947
4 Dept. of Corrections Furniture 16,080
4 Dept. of Corrections Equipment and Furniture 10,272
4 Dept. of Corrections IT Equipment 24,467
4 Dept. of Corrections Communications Equipment 10,221
4 Dept. of Corrections Electronic Equipment 11,638
4 Dept. of Corrections Trucks 39,961
4 Dept. of Corrections Furniture 12,504
4 Dept. of Corrections Security Equipment 38,176
4 Dept. of Corrections IT Equipment 18,424
4 Dept. of Corrections Correctional Equipment 15,990
4 Dept. of Corrections Equipment 12,023
4 Dept. of Corrections Security Equipment 10,802
4 Dept. of Corrections Furniture and Telephone Equipment 138,000
4 Dept. of Corrections Furniture and Radio Equipment 21,020
4 Dept. of Corrections Water Purification Equipment 31,390
4 Dept. of Corrections Correctional Equipment 19,925
4 Dept. of Corrections Furniture and Equipment 10,052
5 Military Department Automobile 47,326
5 Dept. of Corrections Education Equipment 20,551
5 Dept. of Corrections Truck 35,414
5 Dept. of Corrections Trailer and Vehicles 305,429
5 Dept. of Corrections Filing System 21,994
5 Dept. of Corrections Truck 116,317
5 Dept. of Corrections Cargo Trailer 17,424
5 Dept. of Corrections Laundry Equipment 745,177
5 Dept. of Corrections Furniture and Office Equipment 16,701
5 Dept. of Corrections Food Service Equipment 26,795
5 Dept. of Corrections Communications Equipment 17,316
5 Dept. of Corrections Communications Equipment 851,513
5 Dept. of Corrections Kitchen Equipment 45,670
5 Dept. of Corrections Automobiles 63,955
5 Dept. of Corrections Furniture and Equipment 12,484
5 Dept. of Corrections Automobiles 42,543
5 Dept. of Corrections Furniture 97,399



PARTICIPATING STATE AND LOCAL AGENCIES (CONTINUED)

Term (Yrs) Agency Property to be Acquired Amount
5 Dept. of Corrections Communications Equipment 25,221
5 Dept. of Corrections Automobile 21,121
5 Dept. of Corrections Correctional Equipment 17,011
5 Dept. of Corrections Automobiles 209,082
5 Dept. of Corrections Automobiles 225,541
5 Dept. of Corrections Automobiles 24,017
5 Dept. of Corrections Automobiles 149,435
5 Dept. of Corrections Correctional Equipment 75,939
5 Dept. of Corrections Construction Equipment 34,216
5 Dept. of Corrections Furniture 35,612
5 Dept. of Corrections Correctional Equipment 10,856
5 Dept. of Corrections Furniture 35,449
5 Dept. of Corrections Telecommunications Equipment 36,769
5 Dept. of Corrections Truck and Vehicle 143,003
5 Dept. of Corrections Security Equipment 178,439
5 Dept. of Corrections Furniture 11,772
5 Dept. of Corrections Furniture 38,916
5 Dept. of Corrections Security Equipment 23,775
5 Dept. of Corrections Communications Equipment 126,086
5 Washington State University Automobile 30,599
5 Everett Community College Classroom Training Equipment 59,197
6 Dept. of General Administration Automobiles 524,104
7 Dept. of General Administration Automobiles 105,719
10 Whatcom Fire Protection District 4  Fire Engine 286,500
10 Dept. of Corrections ESCO Project 1,100,000
10 Dept. of Corrections ESCO Project 774,627
10 University of Washington ESCO Project 769,571
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Information set forth in this summary is qualified by the entire Official Statement.
A full review of the entire Official Statement should be made by potential investors.

Certificates:

Interest Payments:

Principal Payments:

Prepayment:

Form of Certificates:

Fiscal Agent:

Security:

SUMMARY DESCRIPTION OF THE CERTIFICATES

The State of Washington Certificates of Participation, Series 2009B (Quarterly)
(the “Certificates”) represent undivided proportionate interests in Installment
Payments to be made by the State of Washington (the ‘“state”) pursuant to a
Master Financing Contract between the Washington Finance Officers Association
(the “Corporation”), which is a Washington nonprofit corporation, and the state.
The Certificates are dated their date of their initial delivery, which is expected to
be March 17, 2009.

Interest evidenced and represented by the Certificates is payable semiannually on
each January 1 and July 1, beginning July 1, 2009.

Principal evidenced and represented by the Certificates is payable semiannually
on each January 1 and July 1, beginning July 1, 2009, through January 1, 2019,
inclusive.

The Certificates are not subject to prepayment prior to their respective Principal
Payment Dates. See “The Certificates—Prepayment.”

The Certificates will be executed and delivered in fully registered, book-entry
only form in denominations of $5,000 or any integral multiple thereof.

The Bank of New York Mellon will act as Fiscal Agent for the Certificates (the
“Fiscal Agent”). Payments of principal and interest represented by the
Certificates will be paid to the Fiscal Agent which in turn will be obligated to
remit such payments to Depository Trust Company (“DTC”). DTC will be
obligated to remit payments to its Participants, who in turn will be obligated to
remit such payments to the beneficial owners in accordance with the operational
arrangements then in effect at DTC.

The Certificates represent undivided proportionate interests in payments to be
made by the state pursuant to the Master Financing Contract between the
Corporation and the state (“State Payments”). Except as otherwise described
herein, State Payments are payable from Agency Installment Payments to be
made pursuant to the Local Agency Financing Contracts, each between the state
and a Local Agency, and the State Agency Financing Addenda, each executed by
a State Agency. The obligation of each State Agency to make its Agency
Installment Payments is subject to appropriation by the State Legislature and
Executive Order reduction by the Governor. The state will not be obligated to
pay the State Payments derived from State Agency Financing Addenda other than
from the appropriated funds of the respective State Agencies.

Payment of each Local Agency’s Agency Installment Payments is secured by the
full faith and credit of the Local Agency. If any Local Agency fails to make any
Agency Installment Payment, the State Treasurer is obligated to withhold an
amount sufficient to make such payment from the Local Agency’s share, if any,
of state revenues or other amounts authorized or required by law to be distributed
by the state to the Local Agency, if otherwise legally permissible. Upon the
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Purpose:

Legal Opinion:

Certificate Rating:

Continuing Disclosure:

failure of any Local Agency to make any Agency Installment Payment, the State
Treasurer is further obligated, to the extent of legally available appropriated
funds and subject to any Executive Order reduction, to make the payment on
behalf of the Local Agency.

THE MASTER FINANCING CONTRACT, INCLUDING THE STATE AGENCY
FINANCING ADDENDA, CONSTITUTES A SPECIAL, LIMITED OBLIGATION OF THE
STATE PAYABLE SOLELY FROM THE SOURCES AND SUBJECT TO THE LIMITATIONS
SET FORTH THEREIN. NONE OF THE STATE PAYMENTS, THE AGENCY
INSTALLMENT PAYMENTS NOR THE CERTIFICATES CONSTITUTE OR REPRESENT
DEBT OR GENERAL OBLIGATIONS OF THE STATE OR ANY STATE AGENCY, AND
NEITHER THE FULL FAITH AND CREDIT NOR THE TAXING POWER OF THE STATE
NOR ANY STATE AGENCY IS PLEDGED TO THE PAYMENT OF ANY SUCH
PAYMENTS OR THE PRINCIPAL OR INTEREST EVIDENCED AND REPRESENTED BY
THE CERTIFICATES. THE STATE WILL NOT BE OBLIGATED TO PAY THE SAME
EXCEPT FROM AGENCY INSTALLMENT PAYMENTS AND OTHER AMOUNTS AS
PROVIDED IN THE MASTER FINANCING CONTRACT. ANY PAYMENTS BY THE
STATE TREASURER ON BEHALF OF A LOCAL AGENCY AND ANY PAYMENTS BY A
STATE AGENCY ARE SUBJECT TO APPROPRIATION BY THE STATE LEGISLATURE
AND EXECUTIVE ORDER REDUCTION BY THE GOVERNOR. A DETERMINATION BY
THE STATE LEGISLATURE NOT TO APPROPRIATE, OR ANY EXECUTIVE ORDER
REDUCTION BY THE GOVERNOR, WOULD NOT CONSTITUTE AN EVENT OF
DEFAULT UNDER THE TRUST AGREEMENT, THE MASTER FINANCING CONTRACT
OR ANY STATE AGENCY FINANCING ADDENDA.

The Corporation has assigned and transferred to the Fiscal Agent all of its right,
title and interest in, to and under the Master Financing Contract and the Agency
Financing Contracts pursuant to the Master Assignment between the Corporation
and the Fiscal Agent.

The Certificates are being executed and delivered to finance and/or refinance the
costs of acquisition of certain personal property for the benefit of certain
Agencies and to fund issuance costs with respect to the Certificates. See
“Sources and Uses of Funds.”

The Certificates are offered when, as and if executed and delivered, subject to the
approving legal opinion of legality by Foster Pepper PLLC, Seattle, Washington,
Certificate Counsel, and certain other conditions. The proposed form of such
opinion is set forth in Appendix C.

The Certificates have been rated “Aa2” by Moody’s Investors Service. See
“Other Certificate Information—Rating.”

The state has entered into an undertaking for the benefit of the owners of the
Certificates to provide certain financial information and operating data to certain
information repositories annually and to provide notice to each of those
repositories or to the Municipal Securities Rulemaking Board and to a state
information depository for the state, if one is created, of certain events pursuant
to the requirements of Section (b)(5)(i) of Securities and Exchange Commission
Rule 15¢2-12 (the “Rule”). See “Continuing Disclosure Undertaking.”



OFFICIAL STATEMENT

$11,280,000
STATE OF WASHINGTON
CERTIFICATES OF PARTICIPATION, SERIES 2009B
(QUARTERLY)

Evidencing and Representing Undivided Proportionate Interests of the Owners Thereof
in State Payments to be Made by the State of Washington
Pursuant to the Master Financing Contract

INTRODUCTION

This Official Statement, including the cover hereof and appendices hereto, was prepared to provide
certain information relating to the sale and delivery by the State of Washington (the “state”) of the above-
captioned certificates of participation (the “Certificates”). Capitalized terms used in this Official
Statement, if not specifically defined, are used as defined in Appendix I to the Trust Agreement, referred
to below.

The proceeds of the Certificates will be used to finance and/or refinance the costs of acquisition of certain
personal property for the benefit of certain State Agencies and Local Agencies (the “Agencies”), as
shown on the table entitled “Participating Agencies” on pages v and vi, and to fund issuance costs with
respect to the Certificates.

The Certificates are being executed and delivered by The Bank of New York Mellon as Fiscal Agent for
the Certificates (the “Fiscal Agent”), pursuant to a Trust Agreement with respect to the Certificates, dated
as of the Dated Date, (the “Trust Agreement”), among the Fiscal Agent, the State Treasurer and the
Washington Finance Officers Association (the “Corporation”), a Washington nonprofit corporation. The
Certificates represent undivided proportionate interests in Installment Payments to be made by the state
under a Master Financing Contract, dated as of the Dated Date (the “Master Financing Contract”),
between the Corporation and the state.

Numerous state agencies including, in particular, the Office of the State Treasurer, the Department of
Revenue, the State Attorney General, the Office of Economic and Revenue Forecast Council, the
Department of Retirement Systems, and the Office of Financial Management, have assisted the State
Finance Committee (the “Committee”) in assembling the information contained herein.

Property

Various Agencies have purchased personal property to be financed with the proceeds of the Certificates
(collectively, the “Property”) on behalf of and as the agent of the Corporation. Pursuant to the Master
Financing Contract, the state is purchasing the Property from the Corporation. The state in turn is selling
the Property to the applicable Agencies pursuant to separate Local Agency Financing Contracts or State
Agency Financing Addenda (collectively, the “Agency Financing Contracts”), each dated as of the Dated
Date, between the state and the applicable Agencies.

Each Agency will make Agency Installment Payments to the state pursuant to its Agency Financing
Contract for the purchase of its respective items of Property. The Agency Installment Payments payable
by the participating Agencies pursuant to the Agency Financing Contracts in the aggregate are at least



equal to the corresponding State Payments payable by the state pursuant to the Master Financing
Contract.

Pursuant to the Master Assignment, dated as of the Dated Date (the “Master Assignment”), the
Corporation is assigning and transferring to the Fiscal Agent, without recourse:

@) all of its rights to receive the Installment Payments from the state pursuant to the Master
Financing Contract;

(i1) its right to take all actions, exercise all remedies and give all consents under and pursuant to the
Master Financing Contract, and

(ii1) all of its remaining right, title and interest in, to and under the Master Financing Contract and the
Agency Financing Contracts, and in and to the Property.

State and Agency Installment Payments

Except as otherwise described herein, Installment Payments due from the state under the Master
Financing Contract (“State Payments”) are payable from Agency Installment Payments to be made
pursuant to the Agency Financing Contracts. The obligation of each State Agency to makes its Agency
Installment Payments is subject to appropriation by the State Legislature and Executive Order reduction
by the Governor. The State is not obligated to pay the State Payments other than from appropriated funds
of the respective State Agencies and from Agency Installment Payments received from Local Agencies.
Payment of the Agency Installment Payments of each Local Agency is secured by the full faith and credit
of such Local Agency. In the event that any Local Agency fails to make any payment due under its
Agency Financing Contract, the State Treasurer is obligated to withhold an amount sufficient to make
such payment from the Local Agency’s share, if any, of state revenues or other amounts authorized or
required by law to be distributed by the state to such Local Agency, if otherwise legally permissible.
Upon the failure of any Local Agency to make any Agency Installment Payment as required pursuant to
its Agency Financing Contract, the State Treasurer is further obligated, to the extent of legally available
appropriated funds and subject to any Executive Order reduction, to make such payment on behalf of such
Local Agency.

The Master Financing Contract, including the related State Agency Financing Addenda, constitutes a
special, limited obligation of the state payable solely from the sources and subject to the limitations set
forth therein. Neither the State Payments, Agency Installment Payments nor the Certificates constitute or
represent debt or general obligations of the state or any State Agency, and neither the full faith and credit
nor the taxing power of the state or any State Agency is pledged to the payment of any such payments or
the principal or interest evidenced and represented by the Certificates. The state will not be obligated to
pay the same except from Agency Installment Payments and other amounts as provided in the Master
Financing Contract. Payments by the State Treasurer of any Agency Installment Payments on behalf of a
Local Agency and payments by a State Agency of its Agency Installment Payments are subject to
appropriation by the State Legislature and Executive Order reduction by the Governor. A determination
by the State Legislature not to appropriate, or any Executive Order reduction by the Governor, would not
constitute an event of default under the Trust Agreement, the Master Financing Contract or any State
Agency Financing Addenda.

Document Summaries

Certain financial information regarding the state has been taken or derived from the audited financial
statements and other financial reports of the state. Reference should be made to the audited financial
statements and other financial reports, and their accompanying notes, for complete information. Copies
thereof are available for inspection at the Office of the State Treasurer upon request.



For summaries of the Trust Agreement, the Master Financing Contract, the Agency Financing Contracts,
and the Master Assignment, see Appendix B—Definitions and Summary of Certain Legal Documents.
The summaries and descriptions of the Certificates, the Trust Agreement, the Master Financing Contract,
the Agency Financing Contracts, the Master Assignment, the Committee’s authorizing resolution, and
certain provisions of state law in this Official Statement do not purport to be complete and are qualified in
their entirety by reference to the complete provisions thereof, copies of which are available for inspection
at the Office of the State Treasurer upon request. Any statements in this Official Statement involving
estimates, projections or forecasts are to be construed as such, rather than as statements of fact or
representations that such estimates, projections or forecasts will be realized.

State Finance Committee

The Committee is composed of the Governor, Lieutenant Governor and State Treasurer, the latter being
designated by law as Chairman. Pursuant to Chapter 3, Laws of 1981 (RCW 43.33.030), the Office of the
State Treasurer provides administrative support to the Committee. By statutory provision, the Committee
is delegated authority to supervise and control the issuance of all state bonds and approve all financing
contracts and certificate of participation issues. A Deputy State Treasurer acts as recording officer for the
Committee and is responsible for the administration of its official duties in accordance with prescribed
policies of the Committee.

THE CERTIFICATES

Authorization

The state is authorized by chapter 39.94 RCW, as amended (the “Act”), to enter into financing contracts
for the state and its agencies or on behalf of certain local agencies specified in the Act, to acquire real and
personal property to be used by the state or its agencies or those local agencies, and to issue certificates of
participation in those contracts. The term “local agency” is defined in the Act to include a library or
regional library, an educational service district, the superintendent of public instruction, the school
directors’ association, a health district, or any county, city, town, school district, or other municipal
corporation or quasi-municipal corporation described as such by statute. Financing contracts may
include, but are not limited to, conditional sales contracts, financing leases, lease purchase contracts, and
refinancing contracts that provide for payment by the state over a term of more than one year.

All financing contracts of the state must be approved by the Committee. The Washington Supreme Court
in State Department of Ecology v. State Finance Committee, 116 Wn.2d 246, 804 P.2d 1241 (1991), held
that a financing contract for the state’s Department of Ecology did not create debt within the meaning of
Article 8, Section 1, of the Washington State Constitution.

The Committee, by Resolution No. 987, adopted on October 7, 2003, authorized and approved the
execution and delivery of certificates of participation (including the Certificates) in series from time to
time in payments to be made by the state pursuant to master financing contracts. The Committee also
approved the forms of the Trust Agreement, the Master Financing Contract, the Local Agency Financing
Contracts, the State Agency Financing Addenda, and the Master Assignment, and authorized and
approved the execution and delivery thereof in connection with each series of certificates of participation.
On May 15, 2007, the Committee approved a Finance Plan under which the aggregate principal amount
for financing contracts of the state, including certificates of participation therein, to be outstanding during
the 2007-2009 Biennium was set at $1,180,000,000 plus financing expenses and required reserves,
including certificates expected to be issued to finance acquisition of real estate and equipment for state
agencies and local governments.



Payment of Principal and Interest

The Certificates evidence and represent undivided proportionate interests in State Payments and will be
dated the date of their initial delivery. The principal components of State Payments (the “Principal
Components”) evidenced and represented by the Certificates will be payable on the dates (each a
“Principal Payment Date”) and in the amounts shown on pagei of this Official Statement. The
Certificates will be executed and delivered as fully registered certificates without coupons in
denominations of $5,000 or any integral multiple thereof.

The interest component of State Payments will be payable semiannually on January 1 and July 1 of each
year (each an “Interest Payment Date” and together with Principal Payment Dates, “Principal Payment
Dates”), beginning July 1, 2009, at the rates shown on page i of this Official Statement. Such interest will
be computed using a 360-day year comprised of twelve 30-day months.

When issued, the Certificates will be registered in the name of Cede & Co. as registered owner and
nominee for The Depository Trust Company (“DTC”), New York, New York, which will act as initial
securities depository for the Certificates. So long as the DTC book-entry system is used for the
Certificates, principal and interest components of the State Payments evidenced and represented by the
Certificates will be paid to DTC for distribution to its Participants and payment to the beneficial owners
of the Certificates, and references in this Official Statement to the Owners will be deemed to refer to
DTC. See Appendix E—Book-Entry System.

If at any time the Certificates are not in book-entry-only form, payments will be payable to the person
whose name appears on the certificate register of the Fiscal Agent as of the close of business on the 15th
day of the month immediately preceding the month in which the Interest Payment Date occurs (the
“Record Date”), whether or not such day is a business day. Interest will be paid by check or draft mailed
by first class mail on each Interest Payment Date to each Owner at the address as it appears on the
certificate register of the Trust Agreement, or at the request of any Owner of at least $1,000,000 in
aggregate Principal amount of Certificates, by wire transfer within the United States of America of
immediately available funds to the bank account specified in writing by such Owner to the Fiscal Agent
no later than the applicable Record Date. Payment of the Principal Component or Prepayment Price
evidenced and represented by each Certificate is required to be made on the Principal Payment Date upon
presentation and surrender thereof at the principal corporate trust office of the Fiscal Agent.

Prepayment

The Certificates are not subject to prepayment prior to their respective stated Principal Payment Dates.

Book-Entry System

The Certificates initially will be delivered under a book-entry only system, registered in the name of
Cede & Co., as nominee of The Depository Trust Company, New York, New York (“DTC”), acting as
depository for the Certificates. Individual purchases of the Certificates will be made in book-entry form
only. Purchasers will not receive certificates representing their beneficial ownership interests in the
Certificates. For information about the DTC book-entry system, see Appendix E—Book-Entry Transfer
System.

Defeasance

If money and/or certain types of securities maturing at such times and bearing interest to be earned
thereon in amounts sufficient to pay the principal and interest evidenced and represented by any or all of
the Certificates in accordance with their terms and the terms of the Trust Agreement and the Master
Financing Contract are set aside irrevocably in a special trust account to effect such payment and are
pledged for that purpose, then no further payments are required to be made to pay or secure the payment
of the principal and interest evidenced and represented by those Certificates, and those Certificates will be



deemed thereafter not to be outstanding. See Appendix B—Definitions and Summary of Certain Legal
Documents.

SOURCES AND USES OF FUNDS

The following table shows the sources and uses of funds:

Sources
Principal Component of Certificates..........cceceeveeneenueenneenne. $ 11,280,000
Net Original Issue Premium.........cccocceeviiniinienienenncneennee. 50,073
Total SOUICES .........ovvveeiiieeeeeeeee e $ 11,330,073
Uses
Deposit to Acquisition Fund..........cccoeveeviiniiniinincncnne. $ 11.228,535
CoStS Of ISSUANCE™ .....veieeeeree e 58,965
Underwriting Spread.........coeveeeerienienienieeieeeeieeieenee e 42,573
Total USES ..o $ 11,330,073

*  Includes fees for services of rating agencies, financial advisor and bond counsel, and other costs.

SOURCES OF PAYMENT AND SECURITY FOR THE CERTIFICATES

State Payments

The Certificates represent undivided proportionate interests in State Payments. Pursuant to the Master
Financing Contract, the Corporation will sell the Property to the state. In consideration thereof, the state
is required to make State Payments to the Fiscal Agent, as assignee of the Corporation, during the term of
the Master Financing Contract. State Payments are composed of Principal Components and/or Interest
Components. State Payments are due on each Principal Payment Date.

Except as otherwise described below, State Payments due from the state under the Master Financing
Contract are payable solely from Agency Installment Payments to be made by the respective Agencies
pursuant to the related Agency Financing Contracts. The total of the Agency Installment Payments
payable by the participating Agencies on each Agency Installment Payment Date pursuant to the Agency
Financing Contracts is at least equal to the State Payment payable by the state pursuant to the Master
Financing Contract on the next succeeding Installment Payment Date. Agency Installment Payments are
due one month prior to the corresponding Installment Payment Date.

Pursuant to the Master Assignment, the Corporation is assigning and transferring to the Fiscal Agent,
without recourse, all of its rights to receive the State Payments; its right to take all actions, exercise all
remedies and give all consents under and pursuant to the Master Financing Contract, and all of its
remaining right, title and interest in, to and under the Master Financing Contract and the Agency
Financing Contracts, and in and to the Property.

State Intercept

If any Local Agency fails to make any Agency Installment Payment due under its Agency Financing
Contract, the State Treasurer is obligated pursuant to the Master Financing Contract to withhold an
amount sufficient to make that payment from the Local Agency’s share, if any, of state revenues or other
amounts that are authorized or required by law to be distributed by the state to that Local Agency,
including but not limited to leasehold excise taxes, sales and use taxes, excise taxes, property taxes and
liquor control board receipts; provided, that the use of any such revenues or amounts to make the



payments is otherwise authorized or permitted by state law. This withholding will continue until all
payments due under the related Agency Financing Contract have been made. Amounts withheld by the
State Treasurer will be applied to make any payment due under the Agency Financing Contract on behalf
of the Local Agency, or to reimburse the State Treasurer for any payment made by the State Treasurer.

THERE CAN BE NO ASSURANCE AS TO THE AVAILABILITY OF FUNDS FOR INTERCEPT BY THE STATE
TREASURER WITH RESPECT TO ANY LOCAL AGENCY UPON THE LOCAL AGENCY’S FAILURE TO MAKE ANY
AGENCY INSTALLMENT PAYMENT PURSUANT TO ITS AGENCY FINANCING CONTRACT.

Conditional State Payment Obligation

If any Local Agency fails to make any Agency Installment Payment due under its Agency Financing
Contract, the State Treasurer is obligated, to the extent of legally available appropriated funds and subject
to any Executive Order reduction, to make such payment on behalf of such Local Agency within ten (10)
Business Days after the Agency Installment Payment was due.

The State Treasurer currently has appropriation authority sufficient to make any such payments that may
come due within the current biennium. The State Treasurer has covenanted in the Master Financing
Contract to include in its biennial budget all scheduled Agency Installment Payments due during such
biennium pursuant to any Agency Financing Contract with a Local Agency, and to use its best efforts to
obtain appropriations by the State Legislature in amounts sufficient to make any such payments. The
operating budget for the 2007-09 Biennium includes authority to make any such payments that may come
due within the 2007-09 Biennium.

Limited Obligations of State

THE MASTER FINANCING CONTRACT, INCLUDING THE STATE AGENCY FINANCING ADDENDA,
CONSTITUTES A SPECIAL, LIMITED OBLIGATION OF THE STATE PAYABLE SOLELY FROM THE SOURCES AND
SUBJECT TO THE LIMITATIONS SET FORTH THEREIN. NEITHER THE STATE PAYMENTS NOR THE
CERTIFICATES CONSTITUTE OR REPRESENT DEBT OR GENERAL OBLIGATIONS OF THE STATE, AND NEITHER
THE FULL FAITH AND CREDIT NOR THE TAXING POWER OF THE STATE IS PLEDGED TO THE PAYMENT OF
ANY STATE PAYMENTS OR THE PRINCIPAL OR INTEREST EVIDENCED AND REPRESENTED BY THE
CERTIFICATES. THE STATE WILL NOT BE OBLIGATED TO PAY THE SAME EXCEPT FROM AGENCY
INSTALLMENT PAYMENTS AND OTHER AMOUNTS AS PROVIDED IN THE MASTER FINANCING CONTRACT.

Non-Appropriation and Executive Order Reduction

ANY PAYMENTS BY THE STATE TREASURER ON BEHALF OF A LOCAL AGENCY AND ANY PAYMENTS BY A
STATE AGENCY ARE SUBJECT TO APPROPRIATION BY THE STATE LEGISLATURE AND EXECUTIVE ORDER
REDUCTION BY THE GOVERNOR. A DETERMINATION BY THE STATE LEGISLATURE NOT TO APPROPRIATE,
OR ANY EXECUTIVE ORDER REDUCTION BY THE GOVERNOR, WOULD NOT CONSTITUTE AN EVENT OF
DEFAULT UNDER THE TRUST AGREEMENT, THE MASTER FINANCING CONTRACT OR ANY STATE AGENCY
FINANCING ADDENDA.

Permitted Termination Events

Under each State Agency Financing Addendum, each of the following constitutes a ‘“Permitted
Termination Event”:

@) the State Legislature determines not to appropriate sufficient funds within any biennial budget for
the purpose of paying the Agency Installment Payments due during the next occurring biennium,
or

(i1) the Governor issues an Executive Order mandating an emergency reduction in state funding;
provided, that the State Agency delivers written notice thereof to the State Treasurer as required
by the State Agency Financing Addendum.



Upon a Permitted Termination Event, subject to the provisions of the Master Financing Contract and
State Agency Financing Addenda, the state may terminate a State Agency Financing Addendum and the
related obligation of the State Treasurer under the Master Financing Contract.

The occurrence of a Permitted Termination Event does not constitute an Agency Event of Default, a
Master Financing Contract Event of Default or an Event of Default, and remedies of the return of the
Property are the sole remedies available to the State Treasurer and the Corporation upon such occurrence.
See “Master Financing Contract—Permitted Termination Events” and “Agency Financing Contracts—
Permitted Termination Events” in Appendix B.

Agency Installment Payments

Pursuant to the Agency Financing Contracts, each Agency is required to make Agency Installment
Payments to the state with respect to its Property. Agency Installment Payments are composed of
principal and interest components and are payable, during the term of the applicable Agency Financing
Contract, on the first day of each month immediately preceding the related Principal Payment Date. The
Agency Installment Payments in the aggregate are at least equal to the corresponding State Payment.

Each State Agency has covenanted in its Agency Financing Contract to take such action as may be
necessary to include all of its Agency Installment Payments due thereunder in its biennial budget and to
use its best efforts to obtain appropriations by the State Legislature in amounts sufficient to make all such
Agency Installment Payments.

Each Local Agency has covenanted in its Agency Financing Contract to take such action as may be
necessary to include all the Agency Installment Payments due thereunder in its annual budget and to make
the necessary annual appropriations for all such Agency Installment Payments.

The obligation of each Local Agency to make its Agency Installment Payments is a direct and general
obligation of the Local Agency to which the full faith and credit of such Local Agency is pledged. Each
Local Agency executing an Agency Financing Contract has covenanted and agreed it will levy taxes, to
the extent permitted by law, in such amounts and at such times necessary, within and as a part of the tax
levy permitted to the Local Agency without a vote of its electors, to provide funds, together with other
money legally available for that purpose, to make its Agency Installment Payments.

Substitution of Property

Under the Master Financing Contract and the corresponding provisions of the Agency Financing
Contracts, the State Treasurer may substitute and consent to the substitution for an item of Property
acquired for and on behalf of an Agency of other personal property by filing with the Fiscal Agent, as
assignee of the Corporation:

@) a certificate of such Agency stating that such substitute Property:

(a) has a remaining useful life equal to or greater than the Property for which it is being
substituted;

(b) has a fair market value equal to or greater than the fair market value of the item of
Property for which it is being substituted;

(©) is free and clear of all liens and encumbrances except a first priority security interest in
favor of the Fiscal Agent, as assignee of the Corporation, under the Master Financing
Contract;

(d) is of equal usefulness and value as the Property for which it is being substituted;



(e) is essential to the Agency’s ability to carry out its governmental functions and
responsibilities; and

® is expected to be used by such Agency immediately and for the term of its Agency
Financing Contract; and

(i1) an Opinion of Counsel to the effect that the substitution will not cause the interest evidenced and
represented by the Certificates to be includable in gross income for federal income tax purposes
under the Code.

State Payments and Agency Installment Payments Not Subject to Abatement

The State Payments and the Agency Installment are not subject to abatement upon damage to or
destruction of any of the Property, nor are such payments otherwise subject to diminution, reduction,
postponement, counterclaim, defense, or set-off as a result of any dispute, claim or right of action by,
against or among the state, the Corporation, the Fiscal Agent, any Agency, and/or any other Person, or for
any other reason.

Acceleration

The Certificates may be subject to acceleration upon the occurrence of an Event of Default under the
Master Financing Contract. However, the Certificates are not subject to acceleration upon the occurrence
of an Agency Event of Default under any related Agency Financing Contract. See Appendix B—
Definitions and Summary of Certain Legal Documents.

Limitations on Exercise of Remedies

Upon the occurrence of an Event of Default under the Master Financing Contract, the Fiscal Agent, as
assignee of the Corporation, may pursue any available legal or equitable remedy against the state, which
may include suing for Installment Payments then due and thereafter becoming due, or enforcing the
observance or performance of any covenant, agreement or obligation of the state under the Master
Financing Contract. Also, by written notice to the state, the Fiscal Agent may request the state to
promptly return the item or items of Property with respect to which such default occurred to the Fiscal
Agent in good condition at the state’s own expense. The state has covenanted in the Master Financing
Contract to comply with such request.

Upon the occurrence of an Agency Event of Default under an Agency Financing Contract, the Fiscal
Agent may pursue any available legal or equitable remedy against the related Agency, which may include
suing for Agency Installment Payments then due and thereafter becoming due, or enforcing the
observance or performance of any covenant, agreement or obligation of the Agency under the Master
Financing Contract. Also, by written notice to the Agency, the Fiscal Agent may request the Agency to
promptly return the item or items of Property with respect to which such default occurred to the State
Treasurer in good condition at the Agency’s own expense. In addition, the Fiscal Agent may declare an
amount equal to all unpaid Agency Installment Payments to become due and payable under the Agency
Financing Contract, including but not limited to the Agency Interest Components accrued and unpaid, to
be immediately due and payable without further demand. However, the Fiscal Agent’s remedies against
the state upon the occurrence of an Agency Event of Default are limited to requiring the state to assemble
the Property and make it available to the Fiscal Agent.

The remedies provided in the Master Financing Contract, the Agency Financing Contracts and/or the
Trust Agreement may be unenforceable under certain circumstances due to the application of principles of
equity to state or federal laws relating to bankruptcy, moratorium, reorganization, and creditors’ rights
generally and to limitations on remedies against the state and the Agencies under the laws of the State of
Washington. Moreover, due to the essential governmental nature of the Property, it is not certain whether
a court would permit the exercise of the remedies of repossession and re-sale of the Property. In addition,



the enforcement of remedies provided in the Master Financing Contract, the Agency Financing Contracts
and the Trust Agreement could prove both expensive and time consuming. In any event, although the
Fiscal Agent has the right, upon the occurrence of an Event of Default or an Agency Event of Default, to
repossess and re-sell the applicable Property, it is unknown whether such actions would result in the
collection of amounts sufficient to make the related Agency Installment Payments. Moreover, the Fiscal
Agent would not be obligated to re-sell the Property in a manner so as to preserve the tax-exempt nature
of interest represented by the Certificates.

Payment History

The principal and interest represented by certificates of participation in lease or other payment obligations
that are payable by the state have always been paid when due. The state never has failed to appropriate
funds to meet its lease, installment sale or other payment obligations with respect to outstanding
certificates of participation.

WASHINGTON FINANCE OFFICERS ASSOCIATION

The Washington Finance Officers Association is a Washington nonprofit corporation the members of
which consist of state and local government finance officials in the state. The Corporation was formed
primarily for educational purposes, including promoting the improvement of government finance in the
state. The Corporation acts as the nominal purchaser, seller, lessee, and sublessor in connection with
various certificate of participation financings undertaken by the State Treasurer for the benefit of state and
local government agencies. In connection with the Certificates, the Corporation is acting as the original
purchaser of the Property and seller under the Master Financing Contract. As of the closing, the
Corporation will irrevocably assign and transfer all of its right, title and interest in and to the Master
Financing Contract to the Fiscal Agent, and thereafter will have no rights or interest with respect to the
Certificates, the Property, the Master Financing Contract or the Agency Financing Contracts. The
Corporation has not participated in the preparation of this Official Statement, and is not responsible for
any of the statements or information herein.

INITIATIVE AND REFERENDUM

Under the State Constitution, the voters of the state have the ability to initiate legislation and to modify,
approve and reject existing statutes through the powers of initiative and referendum. Initiatives and
referenda are submitted to the voters upon receipt of a petition signed by at least eight percent (initiatives)
and four percent (referenda) of the number of voters registered and voting for the office of Governor at
the preceding regular gubernatorial election. Any law approved in this manner by a majority of the voters
may not be amended or repealed by the State Legislature within a period of two years following
enactment, except by a vote of two-thirds of all the members elected to each house of the State
Legislature. After two years, the law is subject to amendment or repeal by the State Legislature in the
same manner as other laws. The State Constitution may not be amended by initiative or referendum.



ECONOMIC AND REVENUE FORECASTS

Revenue, budgetary and economic information concerning the state government and Washington State as a
whole is contained in Appendix A. Pursuant to state law the Office of Economic and Revenue Forecast
Council (the “Council”) provides state economic and tax revenue results and forecasts on a quarterly basis.
The most recent release of data occurred on November 19, 2008. A press release summarizing the results of
the November 19, 2008, economic results and forecasts is available on the state’s website
(www.erfc.wa.gov). Arevenue forecast preview was released on February 19, 2009; the next forecast will be
released on or about March 19, 2009. Copies of the report and subsequent reports are available from the
Office of Economic and Revenue Forecast Council, P.O. Box 40912, Olympia, Washington 98504-0912.
See Appendix A—General and Economic Information—Revenues, Expenditures and Fiscal Controls—State
Economic and Revenue Forecasting Process.

CERTAIN STATEMENTS INCLUDED OR INCORPORATED BY REFERENCE IN THIS OFFICIAL STATEMENT,
INCLUDING BUT NOT LIMITED TO APPENDIX A, CONSTITUTE “FORWARD LOOKING STATEMENTS” WITHIN
THE MEANING OF THE UNITED STATES PRIVATE SECURITIES LITIGATION REFORM ACT OF 1995,
SECTION 21E OF THE UNITED STATES SECURITIES EXCHANGE ACT OF 1934, AS AMENDED, AND
SECTION 27A OF THE UNITED STATES SECURITIES ACT OF 1933, AS AMENDED. SUCH STATEMENTS ARE
GENERALLY IDENTIFIABLE BY THE TERMINOLOGY USED SUCH AS “PLAN,” “EXPECT,” “FORECAST,”
“ESTIMATE,” “BUDGET,” OR OTHER SIMILAR WORDS. THE ACHIEVEMENT OF CERTAIN RESULTS OR OTHER
EXPECTATIONS CONTAINED IN SUCH FORWARD LOOKING STATEMENTS INVOLVE KNOWN AND UNKNOWN
RISKS, UNCERTAINTIES AND OTHER FACTORS WHICH MAY CAUSE ACTUAL RESULTS, PERFORMANCE OR
ACHIEVEMENTS DESCRIBED TO BE MATERIALLY DIFFERENT FROM ANY FUTURE RESULTS, PERFORMANCE
OR ACHIEVEMENTS EXPRESSED OR IMPLIED BY SUCH FORWARD LOOKING STATEMENTS. THE STATE DOES
NOT PLAN TO ISSUE ANY UPDATES OR REVISIONS TO THOSE FORWARD LOOKING STATEMENTS IF OR WHEN
ITS EXPECTATIONS OR EVENTS, CONDITIONS OR CIRCUMSTANCES ON WHICH SUCH STATEMENTS ARE
BASED OCCUR.

LITIGATION

There is no litigation now pending against the state to the knowledge of the Deputy State Treasurer based
on an inquiry with the Attorney General’s Office in any way restraining or enjoining the sale, issuance or
delivery of the Certificates, or in any manner effecting the validity of the Certificates, the security of the
Certificates or the proceedings, or authority pursuant to which they are to be sold and issued or the pledge
or application of any moneys provided for the payment of the Certificates.

The state and its agencies are parties to numerous routine legal proceedings that normally occur as a
consequence of regular government operations. At any given point, there may be numerous lawsuits
involving state agencies which could, depending on the outcome of the litigation or the terms of a
settlement agreement, impact expenditures to one degree or another. There are risk management funds
reserved by the state for these claims and insurance is available to pay all or a portion of most damages
for most types of claims. There has been a trend in recent years of higher jury verdicts on certain types of
damage claims. The collective impact of these claims, however, is not likely to have a material impact on
state revenues or expenditures.

In addition to the regular sort of damages claims, there are currently a number of lawsuits challenging the
management and administration of state programs. Some lawsuits seek an expansion of program social
services for certain constituents. The potential impact of this litigation is the most difficult to predict.
Conceivably, a court could order the restructuring or expansion of certain entitlement programs that
would result in a major restructuring of state budgeting and expenditures. No such ruling has yet to occur
nor is such a court ruling currently anticipated. Most of these cases involve programs administered by the
Department of Social and Health Services. These cases are not called out specifically in this disclosure
because it is not possible to quantify with exactitude what the fiscal impact of such claims could
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ultimately be, and it is not possible to know ahead of time what state or federal legislative responses could
be taken to mitigate such impacts.

Specific matters that may raise potentially significant, but specifically incalculable fiscal impacts include
the following cases:

In McCleary v. State of Washington, a matter currently before the King County Superior Court,
petitioners are asking the Court to find that the State of Washington is not meeting its constitutional
mandate pertaining to the provision of public education because all children are not achieving successful
education outcomes. The parties are engaged in extensive pre-trial motions and elaborate discovery of
data related to education funding and statistics. The Court has set a trial schedule that currently sets
March 2, 2009, as a commencement of trial date. It is uncertain whether this matter will actually go to
trial or merely be determined by dispositive motion or settlement.

In Jane Doe 1 and Jane Doe 2 v. Clarke, female inmate class action plaintiffs allege that the State
Department of Corrections failed to properly investigate and prevent alleged sexual assaults and alleged
sexual misconduct by state prison guards. Certain plaintiffs have also filed individual tort claims against
named defendant guards. No trial date has been set in this matter.

Chao v. Washington Department of Corrections, is a U.S. Department of Labor lawsuit filed in U.S.
District Court seeking back overtime wages on behalf of approximately 870 community corrections
employees statewide. The Department of Corrections has estimated the maximum potential liability for
back wages if all issues were construed in plaintiff's favor to be as much as $15 million. It is unlikely that
such an outcome could occur, given the complexity of the issues in dispute. Trial has been scheduled in
U.S. District Court for September 14, 2009.

In a matter being pursued by various Native American Tribes against the state in federal court, United
States v. State of Washington, the plaintiffs allege that state-owned culverts associated with hundreds of
state roads and other public property have acted as blocks to migrating fish passages, allegedly harming
the tribes’ ability to fully exploit their rights to benefit from the unhindered propagation of certain fish
species. The parties have been engaged in extensive settlement negotiations and conferences over the
past few years. No immediate settlement is in sight and the federal court may set a trial date in the near
future.

In the matter of Skagit County, Skagit County Public Hospital District No. 304, aka United General
Hospital, and Mt. Baker School Dist. No. 507 v. State Department of Natural Resources, plaintiffs
challenge the constitutionality of legislation setting up the Lake Whatcom Landscape plan and claim the
Department's approval of the proposed plan violates certain state constitutional trust provisions related to
benefits of certain state lands held in trust for specific beneficiaries. While the constitutional, trust, and
land management issues in this litigation are extremely complex, plaintiffs essentially seek significant
compensation for the trust monies spent on non-trust purposes, reduction in the value of the trust assets,
and compensation for all lost revenue to the trust beneficiaries. A tentative, and partial, settlement has
been arrived at but is contingent on certain actions of the 2009 State Legislature. The state expects the
State Legislature to appropriate certain, non-significant, funds that will allow this matter to reach final
settlement.

The matter of Probst v. DRS, involves a class action lawsuit challenging the methodology through which
the State Department of Retirement Systems credits interest on the individual accounts of certain
categories of retirement systems. These policies affect both those system members who withdraw funds
from individual retirement accounts under the state’s Public Employees’ Retirement Systems (“PERS”)
Plans 1 and 2, and any person transferring their accounts to PERS Plan 3. Because of the significant
amounts involved in these transactions, a comprehensive ruling against the state in this matter could have
a potentially significant fiscal impact. Settlement negotiations are ongoing and no trial date has been set
in this matter.
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In WPEA and UFCW Local 365 v. DRS, a King County Court is being asked to overturn the State
Legislature's repeal of certain “gain sharing” benefits for various retirement system plans based on
alleged constitutional impairment of contracts and equitable and promissory estoppel theories. No trial
date has been set. If plaintiffs were to prevail on all issues before the court, there could be a significant
fiscal impact potentially requiring the State Legislature to pursue statutory changes to these programs.

In a revenue collection matter entitled Conoco Phillips Company v. State, taxpayer-plaintiff alleges that
gasohol does not meet the statutory definition of a taxable refined hazardous substance because it is not
derived from refining crude oil and is not a principal product or intended by-product of oil refining. The
state holds that certain disputed taxes nonetheless apply to these products because the taxes are intended
to apply to all such gasoline fuel products. A comprehensive ruling in plaintiff's favor could have not
only an immediate mildly significant fiscal impact, but could also affect future revenue collection
activities related to similar products.

Two matters involving the Department of Social and Health Services that could result in a potentially
significant quantifiable judgment are the matters of Tamas v. DSHS, and The Matter of the Tyler Estate.
The first lawsuit involves two young sisters who allege that the Department failed to protect them from
their predatory foster father. The second involves young foster children who died while under the care of
foster parents who allegedly inflicted severe abuse on the children. While it is impossible to predict tort
damages in such cases, judgments in similar cases have reached into the tens of millions of dollars. Trial
was scheduled and then stricken pending further summary judgment arguments.

In the matter of Pacificorp and Puget Sound Energy v. State, plaintiffs seek approximately $12 million in
recovery costs incurred under the Model Toxic Control Act in relation to the cleanup of the Thea Foss
Waterway in Tacoma. The parties continue to pursue cross motions for Summary Judgment and no trial
date has yet been set.

The matter of Moore v. State, is a class action lawsuit alleging that the state has wrongfully denied health
benefits to current and former non-permanent employees by inconsistently applying eligibility standards,
misclassifying employees to deny them benefits in alleged violation of the Washington Constitution. A
comprehensive ruling for plaintiffs on all issues in dispute could have a potentially significant impact.
The parties are simultaneously pursing Summary Judgment and settlement negotiations.

Finally, the matter of Federal Way School District No. 210, et al. v. State of Washington, involves a
comprehensive challenge to the state’s public school funding formula. Washington law directs a state-
wide salary allocation schedule to apportion funds for each of the three classes of state employees
(teacher, classified staff, and administrative staff) specified in the ratios for biennial appropriations.
Currently school districts receive disparate amounts of state funding per employee based on multiple
variables. Plaintiffs challenge, among other things this variable allocation scheme. The trial court ruled
in plaintiff's favor. This case is currently before the Washington Supreme Court.

Again, the lawsuits addressed above are not likely to have any material impact on state revenues or
expenditures; there are risk management funds reserved by the state for these claims and insurance is
available to pay all or a portion of most damages for most types of claims. These particular matters are
set forth in the interest of full disclosure.
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APPROVAL OF LEGAL PROCEEDINGS

Certain legal matters incident to the authorization, issuance and sale by the state of the Certificates are
subject to the approval of legality by Foster Pepper PLLC, Seattle, Washington, Certificate Counsel, and
certain other conditions. The proposed form of the legal opinion of Certificate Counsel is set forth in
Appendix C hereto. Certain legal matters will be passed upon for the Local Agencies by their respective
counsel.

Certificate Counsel will deliver a legal opinion to the state to the effect that the statements in the section of
the final Official Statement entitled “The Certificates” and “Sources of Payment and Security for the
Certificates” and in Appendix B—Definitions and Summary of Certain Legal Documents hereto are
accurate in all material aspects, but only insofar as they summarize or describe the terms of the Certificates,
the Trust Agreement, the Master Financing Contract, the Agency Financing Contracts, and the Master
Assignment. Neither Certificate Counsel nor counsel to the Agencies otherwise assumes any responsibility
or liability for the accuracy or completeness of this Official Statement. Counsel to the Agencies have not
reviewed this Official Statement. The payment of compensation to Certificate Counsel is contingent upon
the successful delivery of the Certificates to, and full payment for the Certificates by, the successful bidder.

The opinions of Certificate Counsel are given based on factual representations made to Certificate
Counsel, and under existing law, as of the date of initial delivery of the Certificates, and Certificate
Counsel assumes no obligation to revise or supplement its opinions to reflect any facts or circumstances
that may thereafter come to its attention, or any changes in law that may thereafter occur. The opinions of
Certificate Counsel are an expression of its professional judgment on the matters expressly addressed in
its opinions and do not constitute a guarantee of result.

TAX MATTERS

Tax Exemption of Certificates

Exclusion from Gross Income. In the opinion of Foster Pepper PLLC, Seattle, Washington, Certificate
Counsel, under existing federal law and assuming compliance with applicable requirements of the Code
that must be satisfied subsequent to the issue date of the Certificates, interest evidenced and represented
by the Certificates will be excluded from gross income for federal income tax purposes.

Continuing Requirements. The state is required to comply with certain requirements of the Code after
the date of execution and delivery of the Certificates in order to maintain the exclusion of the interest
evidenced and represented by the Certificates from gross income for federal income tax purposes,
including, without limitation, requirements concerning the qualified use of Certificate proceeds and the
facilities financed with Certificate proceeds, limitations on investing gross proceeds of the Certificates in
higher yielding investments in certain circumstances, and the requirement to comply with the arbitrage
rebate requirement to the extent applicable to the Certificates. The state has covenanted in the Master
Contract to comply with those requirements, but if the state fails to comply with those requirements,
interest evidenced and represented by the Certificates could become taxable retroactive to the date of
execution and delivery of the Certificates. Certificate Counsel has not undertaken and does not undertake
to monitor the state’s compliance with such requirements.

Alternative Minimum Tax. Under existing federal law, interest on the Certificates received by
individuals and corporations is not treated as an item of tax preference for purposes of the federal
alternative minimum tax, and interest on the Certificates received by corporations is not taken into
account in determining adjusted current earnings of corporations for purposes of the federal alternative
minimum tax.
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Tax on Certain Passive Investment Income of S Corporations. Under Section 1375 of the Code, certain
excess net passive investment income, including interest on the Certificates, received by an S corporation
(a corporation treated as a partnership for most federal tax purposes) that has Subchapter C earnings and
profits at the close of the taxable year may be subject to federal income taxation at the highest rate
applicable to corporations if more than 25 percent of the gross receipts of such S corporation is passive
investment income.

Foreign Branch Profits Tax. Interest on the Certificates may be subject to the foreign branch profits tax
imposed by Section 884 of the Code when the Certificates are owned by, and effectively connected with a
trade or business of, a United States branch of a foreign corporation.

Possible Consequences of Tax Compliance Audit. The Internal Revenue Service (the “IRS”) has
established a general audit program to determine whether issuers of tax-exempt obligations, such as the
Certificates, are in compliance with requirements of the Code that must be satisfied in order for interest
on those obligations to be, and continue to be, excluded from gross income for federal income tax
purposes. Certificate Counsel cannot predict whether the IRS would commence an audit of the
Certificates. Depending on all the facts and circumstances and the type of audit involved, it is possible
that commencement of an audit of the Certificates could adversely affect the market value and liquidity of
the Certificates until the audit is concluded, regardless of its ultimate outcome.

Original Issue Premium. The Certificates maturing beginning July 1, 2009, through and including
July 1, 2011 (the “Premium Certificates”), have been sold at prices reflecting original issue premium. An
amount equal to the excess of the purchase price of a Premium Certificate over its stated redemption price
at maturity constitutes premium on such Premium Certificate. A purchaser of a Premium Certificate must
amortize any premium over such Premium Certificate’s term using constant yield principles, based on the
purchaser’s yield to maturity. The amount of amortizable premium allocable to an interest accrual period
for a Premium Certificate will offset a like amount of qualified stated interest on such Premium
Certificate allocable to that accrual period, and may affect the calculation of alternative minimum tax
liability described above. As premium is amortized, the purchaser’s basis in such Premium Certificate is
reduced by a corresponding amount, resulting in an increase in the gain (or decrease in the loss) to be
recognized for federal income tax purposes upon a sale or disposition of such Premium Certificate prior to
its maturity. Even though the purchaser’s basis is reduced, no federal income tax deduction is allowed.
Purchasers of the Premium Certificates, whether at the time of initial issuance or subsequent thereto,
should consult with their own tax advisors with respect to the determination and treatment of premium for
federal income tax purposes and with respect to state and local tax consequences of owning the Premium
Certificates.

Certain Other Federal Tax Consequences

De Minimis Safe Harbor Exception for Tax-Exempt Interest Expense of Financial Institutions. The state
has not designated the Certificates as “qualified tax-exempt obligations” for purposes of Section
265(b)(3) of the Code. However, pursuant to Section 265(b)(7) of the Code, the Certificates are not taken
into account in determining the portion of the total interest expense of a bank or other financial institution
that is allocable to tax-exempt interest (and with respect to which 100% of the interest expense otherwise
would be disallowed) to the extent that the average adjusted bases of tax-exempt obligations held by a
bank or other financial institution does not exceed 2% of the average adjusted bases of all assets of the
bank or other financial institution. To the extent that the Certificates are not taken into account under this
de minimis safe harbor exception, only 20% of the interest expense of a bank or other financial institution
allocable to the Certificates is disallowed as a deduction for federal tax purposes.

Reduction of Loss Reserve Deductions for Property and Casualty Insurance Companies. Under
Section 832 of the Code, interest evidenced and represented by the Certificates received by property and
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casualty insurance companies will reduce tax deductions for loss reserves otherwise available to such
companies by an amount equal to 15 percent of tax-exempt interest received during the taxable year.

Effect on Certain Social Security and Retirement Benefits. Section 86 of the Code requires recipients of
certain Social Security and certain Railroad Retirement benefits to take receipts or accruals of interest
evidenced and represented by the Certificates into account in determining gross income.

Other Possible Federal Tax Consequences. Receipt of interest evidenced and represented by the
Certificates may have other federal tax consequences as to which prospective purchasers of the
Certificates may wish to consult their own tax advisors.

CONTINUING DISCLOSURE UNDERTAKING

In accordance with paragraph (b)(5) of Securities and Exchange Commission (the “SEC”) Rule 15¢2-12
promulgated under the Securities Exchange Act of 1934, as amended (the “Rule”), the State Treasurer, on
behalf of the Committee, has agreed in the Master Financing Contract to enter into a written undertaking
in the form of a Disclosure Agreement for the benefit of the holders of the Certificates (the
“Undertaking”).

Annual Disclosure Report. The state covenants and agrees that not later than seven months after the end
of each fiscal year (the “Submission Date”), commencing January 31, 2009, for the fiscal year ended
June 30, 2008, the state will provide or cause to be provided to each then existing nationally recognized
municipal securities information repository (“NRMSIR”) and to the state information depository for the
State of Washington, if one is created (the “SID”), an annual report (the “Annual Disclosure Report”),
which will consist of the following:

(1) audited financial statements of the state prepared (except as noted in the financial statements) in
accordance with generally accepted accounting principles as promulgated by the Governmental
Accounting Standards Board, as such principles may be changed from time to time, except that if
the audited financial statements are not available by the Submission Date, the Annual Disclosure
Report will contain unaudited financial statements in a format similar to the audited financial
statements most recently prepared for the state, and the state’s audited financial statements will be
filed in the same manner as the Annual Disclosure Report when and if they become available;

(i1) financial and operating data for the state as set forth in Appendix A to this Official Statement;
(iii) a summary of the state debt structure by revenue pledge; and

@iv) a narrative explanation of any reasons for any amendments to the Undertaking made during the
previous fiscal year and the effect of such amendments on the Annual Disclosure Report being
provided.

Any or all of the items listed above may be included by specific reference to other documents, including
official statements of debt issues of the state, or of any related entity, that have been submitted to each of
the NRMSIRs and the SID, if any, or to the SEC. If the document included by reference is a final official
statement, it must be available from the Municipal Securities Rulemaking Board (“MSRB”). The state
will identify clearly each document so included by reference.

The Annual Disclosure Report may be submitted as a single document or as separate documents
comprising a package and may include by reference other information as provided herein; provided, that
any audited financial statements may be submitted separately from the balance of the Annual Disclosure
Report and later than the Submission Date if such statements are not available by the Submission Date.
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If the state’s fiscal year changes, the state may adjust the Submission Date by giving notice of such
change in the same manner as notice is to be given of the occurrence of a Material Event.

The state agrees to provide or cause to be provided, in a timely manner, to each NRMSIR or to the MSRB
and to the SID, if any, notice of any failure to provide the Annual Disclosure Report on or prior to the
Submission Date.

Material Events. The state agrees to provide or cause to be provided to the SID, if any, and to each
NRMSIR or to the MSRB timely notice of the occurrence of any of the following events with respect to
the Certificates, if material (the “Material Events”):

@) principal and interest payment delinquencies;

(ii) nonpayment-related defaults;

(ii1) unscheduled draws on debt service reserves reflecting financial difficulties;

(iv) unscheduled draws on credit enhancements reflecting financial difficulties;

) substitution of credit or liquidity providers, or their failure to perform;

(vi) adverse tax opinions or events affecting the tax-exempt status of the Certificates;
(vii)  modifications to rights of holders of the Certificates;

(viii)  optional, contingent or unscheduled Certificate calls (other than scheduled mandatory sinking
fund prepayments for which notice is given pursuant to Exchange Act Release 34-23856);

(ix) defeasances;
x) release, substitution or sale of property securing the repayment of the Certificates; and

(xi) rating changes.

Termination or Modification of Undertaking. The state’s obligations under the Undertaking will
terminate upon the legal defeasance, prior prepayment or payment in full of all of the Certificates. The
Undertaking, or any provision thereof, will be null and void if the state:

@) obtains an opinion of nationally recognized bond counsel to the effect that those portions of the
Rule which require the Undertaking, or any such provision, have been repealed retroactively or
otherwise do not apply to the Certificates; and

(i1) notifies each then existing NRMSIR and the SID, if any, of such opinion and the cancellation of
the Undertaking.

The state may amend the Undertaking without the consent of any holder of any Certificate or any other
person or entity under the circumstances and in the manner permitted by the Rule. The State Treasurer
will give notice to each NRMSIR or the MSRB and the SID, if any, of the substance of any such
amendment, including a brief statement of the reasons therefor.

If the amendment changes the type of Annual Disclosure Report to be provided, the Annual Disclosure
Report containing the amended financial information will include a narrative explanation of the effect of
that change on the type of information to be provided (or in the case of a change of accounting principles,
the presentation of such information). In addition, if the amendment relates to the accounting principles
to be followed in preparing financial statements:

@) notice of such change will be given in the same manner as for a Material Event, and

(ii) the Annual Disclosure Report for the year in which the change is made should present a
comparison (in narrative form and also, if feasible, in quantitative form) between the financial
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statements as prepared on the basis of the new accounting principles and those prepared on the
basis of the former accounting principles.

Remedies; Beneficiaries. The right to enforce the provisions of the Undertaking will be limited to a right
to obtain specific enforcement of the state’s obligations thereunder, and any failure by the state to comply
with the provisions of the Undertaking will not be a default with respect to the Certificates. The
Undertaking inures to the benefit of the State Treasurer and any holder of the Certificates, and does not
inure to the benefit of or create any rights in any other person.

Additional Information. Nothing in the Undertaking will be deemed to prevent the state from
disseminating any other information, using the means of dissemination set forth in the Undertaking or any
other means of communication, or including any other information in any Annual Disclosure Report or
notice of occurrence of a Material Event, in addition to that which is required by the Undertaking. If the
state chooses to include any information in any Annual Disclosure Report or notice of the occurrence of a
Material Event in addition to that specifically required by the Undertaking, the state will have no
obligation to update such information or to include it in any future Annual Disclosure Report or notice of
occurrence of a Material Event.

Prior Compliance. The state has complied in all material respects with all prior written undertakings
under the Rule.

Disclosure USA. Any filing required by the Undertaking to be made with any NRMSIR or SID may be
made by transmitting such filing solely to the Texas Municipal Advisory Council (the “MAC”) as
provided in http://www.disclosureusa.org unless the United States Securities and Exchange Commission
has withdrawn the interpretive advice in its letter to the MAC dated September 7, 2004.

OTHER CERTIFICATE INFORMATION

Rating

9 9

The Certificates have been rated “Aa2” by Moody’s Investors Service (“Moody’s”), as noted on the cover
of this Official Statement. The state has furnished certain information and materials to Moody’s
regarding the Certificates and the state. Such rating reflects only the view of such rating agency and is
not a recommendation to buy, sell or hold the Certificates. Generally, rating agencies base their ratings
on the information and materials furnished to them and on their own investigations, studies and
assumptions. An explanation of the significance of such rating may be obtained from Moody’s Investors
Service, 7 World Trade Center, 250 Greenwich Street, New York, New York 10007-2296.

There is no assurance that such rating will be maintained for any given period of time or that it may not
be raised, lowered, suspended, or withdrawn entirely by the rating agency if, in its judgment,
circumstances warrant. Any such downward change in or suspension or withdrawal of such rating may
have an adverse effect on the market price of the Certificates. The state undertakes no responsibility to
oppose any change to or withdrawal of the rating.

Underwriter of the Certificates

The Certificates are being purchased by Morgan Stanley & Co., Incorporated (the “Underwriter”), at a
price of $11,287,500.70. The Underwriter has represented that the Certificates will be reoffered at the
prices or yields set forth on page i of this Official Statement. The Underwriter may offer and sell the
Certificates to certain dealers (including dealers depositing Certificates into investment trusts) and others
at prices lower than the initial offering prices set forth on the cover hereof, and such initial offering prices
may be changed from time to time by the Underwriter. After the initial public offering, the public
offering prices may be varied from time to time.
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Financial Advisor

DashenMusselman, Inc. has served as financial advisor to the state relative to the preparation of the
Certificates for sale, timing of the sale and other factors relating to the Certificates. The financial advisor
has not audited, authenticated or otherwise verified the information set forth in this Official Statement or
other information provided relative to the Certificates. DashenMusselman, Inc. makes no guaranty,
warranty or other representation on any matter related to the information contained in the Official
Statement. The financial advisor is an independent financial advisory firm and is not engaged in the
business of underwriting, marketing, trading, or distributing municipal securities. The payment of
compensation to the financial advisor is contingent upon the successful delivery of the Certificates to, and
full payment for the Certificates by, the underwriter.

Official Statement

Upon delivery of the Certificates to the successful bidder, the State Finance Committee by its Chairman,
the State Treasurer, or his authorized representative, will approve or have approved the Official
Statement, and also will deliver a certificate to the effect that the Preliminary Official Statement did not as
of its date, and the Official Statement does not as of the date of such delivery, contain any untrue
statement of a material fact required to be stated therein or necessary to make the statements therein, in
the light of circumstances under which they were made, not misleading, and no event affecting the
Certificates has occurred since the date of the Official Statement which should be disclosed in the Official
Statement for the purpose for which it is to be used or which it is necessary to disclose therein in order to
make the statements and information therein not misleading in any material respect (except that in no
event will any representation be made with respect to information herein regarding DTC and its book-
entry only system).

Excerpts from the state’s 2008 Comprehensive Annual Financial Report (“CAFR”) are attached as

Appendix D. Copies of the state’s entire 2008 CAFR are available on the Office of Financial Management’s

Web site at http://www.ofm.wa.gov/cafr/default.asp or upon request from the Office of the State Treasurer.
THE STATE OF WASHINGTON

/s/

Deputy State Treasurer
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INTRODUCTION

State Overview

The state of Washington (the “state”) is located in the northwest corner of the contiguous 48 states and is
the 20th largest state by land area and the 15th largest state by population. Based on the U.S. Census
Bureau’s 2000 Census, the state’s resident population is 5,894,121, an increase of 21.1 percent over 1990.
Washington Territory was created in 1853 by carving out of Oregon Territory all of what is now
Washington and part of Idaho and Montana. Washington was admitted to the union as the 42nd state in
1889.

The state’s capital is Olympia, and its largest city is Seattle. Seattle is situated on Puget Sound and is part
of the international trade, manufacturing, high technology, and business service corridor that extends from
Everett to Tacoma. The Pacific Coast/Puget Sound region of the state includes approximately 75 percent
of the population, the bulk of industrial activity and most of the state’s forests, which are important to the
timber and paper industries. The balance of the state includes agricultural areas primarily devoted to
grain, apple and other fruit orchards and dairy operations.

In recent years the state’s economy has diversified, with employment in the trade and service sectors
representing an increasing percentage of total employment relative to the manufacturing sector.

State Government

Under the State Constitution, the legislative authority of the state is vested in the Legislature, consisting
of a 49-member Senate and a 98-member House of Representatives. General elections are held on the
first Tuesday in November in each even-numbered year. Members of the Senate serve four-year terms,
with one seat in each legislative district open in each general election. Members of the House of
Representatives serve two-year terms, with every seat open in each general election. The Legislature
convenes annual regular sessions of 105 days (January to April) in odd-numbered years and 60 days
(January to March) in even-numbered years. The Governor may call an unlimited number of special
sessions, each of which is limited to 30 days.

Nine state executive officers are elected at large to four-year terms at general elections held in the same
years as elections for the President of the United States: the Governor, Lieutenant Governor, Secretary of
State, Treasurer, Auditor, Attorney General, Superintendent of Public Instruction, Commissioner of Public
Lands and Insurance Commissioner.

The nine justices of the state Supreme Court are elected at large to six-year terms, with three seats open in
each general election.

State Finance Committee

The State Finance Committee (the “Committee”) is composed of the Governor, Lieutenant Governor and
State Treasurer, the latter being designated by law as Chairman. The Office of the State Treasurer provides
administrative support to the Committee. By statutory provision, the Committee is delegated authority to
supervise and control the issuance of all state bonds. A Deputy State Treasurer acts as recording officer for
the Committee and is responsible for the administration of official duties in accordance with prescribed
policies of the Committee.



REVENUES AND EXPENDITURES

The following tables display state general fund revenues and expenditures for the past four biennia.

GENERAL FUND REVENUES
Modified Accrual Basis
(millions)

1999-2001 2001-2003 2003-2005 2005-2007

Biennium Biennium Biennium Biennium
Beginning General Fund-State Balance $ 462 $ 599 $ 405 $ 870
General Fund-State Revenue
Retail Sales and Use Taxes $ 11,683 $ 11,740 $ 12,742 $ 15,203
Real Estate Excise Tax 802 873 1,327 2,002
Business and Occupation Tax 3,773 3,791 4,202 5,048
Property Tax 2,693 2,645 2,783 2,826
Other Taxes 1,729 1,775 1,871 2,081
Subtotal Tax Revenue $ 20,680 $ 20,824 $ 22,925 $ 27,160
Other Nontax Revenue $ 472 $ 375 $ 461 $ 641
Other Financing 111 57 2 29)
Transfers from Other Funds/Other Adjustments 120 1,113 658 192
Federal Fiscal Relief (Grant Portion) 0 100 90 0
Spillover Transfer to Emergency Reserve Account (198) 0 0 0
Transfer to Budget Stabilization Account 0 0 0 (289)
Total General Fund-State Revenue®* $ 21,645 $ 22954 $ 24,541 $ 28,545
Federal Revenue $ 8,211 $ 9,749 $ 10,665 $ 11,565
Private/Local Revenue 496 501 600 368
Total $ 30,352 $ 33,204 $ 35,806 $ 40,478

* Includes balance from previous biennium.
Note: Totals may not add due to rounding.

Source:  Office of Financial Management



GENERAL FUND EXPENDITURES
Modified Accrual Basis
(millions)

1999-2001 2001-2003 2003-2005 2005-2007

Biennium Biennium Biennium Biennium
Education
Public Schools $ 9,459 $ 9872 $ 10,179 $ 11,047
Higher Education 2,549 2,733 2,696 2,950
Other Education 55 52 40 78
Total Education $ 12,063 $ 12,657 $ 12915 $ 14,075
Human Services
Department of Social and Health Services $ 5,300 $ 6,226 $ 6,696 $ 7,991
Department of Corrections 914 1,111 1,261 1,449
Other Human Services 187 163 171 188
Total Human Services $ 6401 $ 7,500 $ 8,128 $ 9,628
Natural Resources and Recreation $ 305 $ 336 $ 347 $ 423
Government Operations 403 476 426 471
Other Expenditures*
Debt Service $ 1,119 $ 1,210 $ 1,236 $ 1,374
Other Expenditures 754 370 620 1,794
Total Other Expenditures $ 1,873 $ 1,580 $ 1,856 $ 3,168
Total General Fund-State Expenditures $ 21,045 $ 22,549 $ 23,672 $ 27,765
Federal $ 8211 $ 9,749 $ 10,665 $ 11,565
Private/Local 496 501 600 368
Total $ 29,752 $ 32,799 $ 34,937 $ 39,698
Ending General Fund-State Balance $ 599 $ 405 $ 870 $ 781
Emergency Reserve Account Projected Balance 460 57 0 293
Budget Stabilization Account 0 0 0 0
Total Reserves $ 1,059 $ 462 $ 870 $ 1,074
* Includes legislative, judicial and transportation agencies, as well as debt service and contributions to LEOFF and Judges and

Judicial Retirement System. See “Retirement Systems.”

Note: Totals may not add due to rounding.

Source:  Office of Financial Management



Revenues

The state’s tax revenues consist primarily of excise and ad valorem taxes. The State Constitution, as
interpreted by the State Supreme Court, prohibits the imposition of a graduated tax on net income.

Excise Taxes. The retail sales tax and its companion use tax represent the largest source of state tax
revenue. The retail sales and use tax is applied to a broad base of tangible personal property and selected
services purchased by consumers, including construction (labor and materials), some machinery and
supplies used by businesses, services and repair of real and personal property, and other transactions not
taxed in many other states. Among the various items not subject to this tax are most personal services,
motor vehicle fuel, food for off-premises consumption, trade-ins, manufacturing machinery, and purchases
for resale. The current state retail sales and use tax rate is 6.5 percent and was last increased in 1983. Local
taxing jurisdictions are also authorized to impose retail sales and use taxes, and the total rate imposed in the
state ranges from 7.0 percent to 9.5 percent.

The business and occupation tax is applied to gross receipts of all business activities conducted within the
state. Business and occupation tax rates currently include a principal rate of 0.484 percent of gross
income for most manufacturing and wholesaling businesses and has been adjusted four times since the
highest rate to date of 0.581 percent was imposed in 1983. Retail firms currently pay 0.471 percent, and
services currently pay 1.5 percent. Certain local taxing jurisdictions are also authorized to impose
business and occupation taxes.

The state imposes a real estate excise tax of 1.28 percent on sales of real property. Each county treasurer is
required to retain 1.3 percent of the proceeds of this tax to defray costs of collection. Each county treasurer
is required to pay over to the State Treasurer the balance of the proceeds of this tax on a monthly basis for
deposit in the general fund. An amount equal to 6.1 percent of the proceeds of this tax received by the State
Treasurer is then required to be deposited in the public works assistance account, and an amount equal to
1.6 percent of the proceeds of this tax received by the State Treasurer is required to be deposited in the city-
county assistance account. Certain local taxing jurisdictions are also authorized to impose real estate excise
taxes.

Property Tax. The state’s property tax is levied against the true and fair value of property as determined
by the Department of Revenue. The property tax for local taxing districts is levied against the assessed
value as determined by county assessors. For property taxes payable in 2007, assessed value averaged
86 percent of fair market value. By constitutional provision, the aggregate of all regular (nonvoted) tax
levies upon real and personal property by the state and local taxing districts may not exceed one percent of
the true and fair value of such property. Excess levies are subject to voter approval.

By statute, the state property tax levy is limited to the lesser of 101 percent or 100 percent plus the
percentage change in inflation of the dollar amount of property taxes levied in the highest of the three most
recent years, plus an additional amount calculated by multiplying the increase in assessed value resulting
from new construction and improvements by the property tax rate for the preceding year. The state levy rate
for taxes due in 2007 was $1.81 per $1,000 of true and fair property value.

By statute, all of the income from the state’s property tax levy is dedicated to the support of public
schools.

State Nontax Revenue. The largest components of state nontax revenue include such items as revenues
derived from the sale of supplies, materials and services, fines and forfeitures, income from property,
transfer of lottery proceeds, and income from liquor sales.

Federal Grants. Legislative appropriations for federal programs are designated specifically from federal
revenue sources. To the extent that federal funds are not received, the appropriated expenditures may not
be incurred.
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Tax Collection. Four state agencies are responsible for administering the major state taxes: the
Department of Revenue, the Department of Licensing, the Liquor Control Board, and the Office of the
Insurance Commissioner. The State Treasurer receives the revenues from the collecting agencies and
deposits and distributes the funds as required by law. Nearly all state agencies collect some form of
revenue. For state budget purposes, however, the definition of tax generally excludes such revenue
sources as license fees, liquor profits, lottery receipts, charges for service such as tuition, federal grants
and revenue sharing, and proceeds of bond issues.

Expenditures

Education. The state’s expenditures for public schools are mandated by the state constitutional
requirement for support of the common schools. The State Supreme Court has interpreted the State
Constitution to require the state to ensure that each public school district receives the funds needed to
provide a basic education.

The Legislature has enacted legislation to improve the stability and predictability of school funding,
including legislation that (i) prescribes course offerings, teacher contract hours and core student/staff
ratios; (ii) limits local property tax levies and provides for the gradual equalization of levy capacity per
student throughout the state; (iii) limits local compensation increases to those authorized by the state; and
(iv) provides for state assistance to equalize tax rates for local levies, establishes a state-wide salary
allocation schedule with mandated minimum salaries for teachers and requires school districts to maintain
minimum teacher/student ratios.

Social and Health Services. The State Department of Social and Health Services (“DSHS”) provides
services that include protective services for children, the aged and mentally disabled people, as well as for
people in institutions and other residential care facilities.

The largest expenditure within DSHS is the Medical Assistance program. Through this program,
necessary medical care is made available to recipients of cash assistance programs, beneficiaries of
Supplemental Security Income and other eligible people with low incomes who do not qualify for income
assistance. In addition to support from the General Fund-State, funding is received from the federal
government for those people and services covered under Medicaid. The Medical Assistance budget has
grown significantly in recent years. Growth in the number of eligible recipient groups, such as pregnant
women and children, growth in other eligible populations, such as disabled people, rising health care costs
and requirements to provide higher payments to hospitals have all resulted in increased expenditures.

The Economic Services program provides support to families with limited incomes and disabled people
who cannot work. The federal government provides funds for the Temporary Assistance for Needy
Families program and in several other smaller programs.

DSHS is also responsible for supporting community mental health programs and operating state
psychiatric hospitals, institutions for the developmentally disabled, nursing homes, institutions for
juvenile rehabilitation, child welfare service programs, child support enforcement activities, drug and
substance abuse treatment programs, and vocational rehabilitation services.

Corrections.  The Department of Corrections operates 15 correctional institutions and 15 work-training
release facilities. The rapid growth in inmate population is in part attributable to the enactment of various
crime-reduction legislation, including Initiative 593 (“Three Strikes and You’re Out”) approved by voters
in 1993. Despite the addition of nearly 4,000 new prison beds in recent years, the Department of
Corrections continues to experience overcrowding. During the 2007-09 Biennium, the Department of
Corrections expects to complete over 2,500 new prison beds.



Revenue and Expenditure Limitations

Initiative 601, approved by the voters in 1993, requires that any action by the Legislature to raise state
revenues be approved by a two-thirds vote of both houses of the Legislature. The Legislature has
periodically enacted exceptions to permit revenues to be raised with a simply majority vote. See “Initiative
and Referendum” in the Official Statement.

Initiative 960, approved by the voters in 2007, requires that tax increases be approved by a two-thirds
majority of each house of the Legislature, and if they are not subject to a referendum vote of the people,
must be submitted to the ballot for an advisory vote. Initiative 960 also provides for the notification of
interested parties when the Legislature proposes or otherwise takes action upon measures that increase
taxes or fees and requires the Office of Financial Management (“OFM”), the Governor’s budget agency,
to provide ten-year estimates of the increased revenues and costs of such measures. Finally, Initiative 960
prohibits any fee from being imposed or increased without prior legislative approval. The
constitutionality of Initiative 960 is under review by the State Supreme Court.

Under Initiative 601, the state generally is prohibited from increasing expenditures from the General
Fund-State and certain related accounts during any fiscal year by more than the fiscal growth factor. The
fiscal growth factor is calculated annually and is currently defined as the average growth in state personal
income for the prior ten fiscal years. Voter approval is required to exceed the spending limit. The fiscal
growth factor for Fiscal Year 2008 is 5.53 percent and for Fiscal Year 2009 is 5.57 percent.

Initiative 601 established two reserve funds (the Emergency Reserve Fund and the Education Construction
Fund) for depositing revenues in excess of the spending limit. Initiative 728, approved by voters in 2000,
added a third fund, the Student Achievement Fund, for depositing revenues in excess of the spending limit.
Initiative 601 in its original form required that appropriations from the Emergency Reserve Fund be
approved by a two-thirds vote of both houses of the Legislature. The Legislature changed this requirement
to a simple majority in 2002.

In 2007 the Legislature enacted legislation to abolish the Emergency Reserve Fund and to amend the
State Constitution, which the voters approved, to create a new Budget Stabilization Account. The Budget
Stabilization Account is to receive one percent of the general state revenues each year. Money may be
appropriated from the Budget Stabilization Account by a majority vote of each house of the Legislature if:
(1) forecasted state employment growth for any fiscal year is less than one percent, or (ii) the Governor
declares an emergency resulting from a catastrophic event that requires government action to protect life
or public safety. Other withdrawals from the Budget Stabilization Account may be made only by a three-
fifths vote of each house of the Legislature.

Initiative 601 also requires downward adjustments in the expenditure limit for costs of any state program or
function that is shifted from the General Fund-State to another funding source, or for money that is
transferred from the General Fund-State to another fund or account. In the event costs of a federal, state or
local government program are transferred to or from the state by court order or legislative enactment, the
expenditure limit may be increased or decreased accordingly. Restrictions are placed on the addition or
transfer of functions to local governments unless costs are reimbursed.



BUDGETING AND ACCOUNTING

Budget Process

The state operates on a July 1 to June 30 fiscal year and is required under the State Constitution to budget
on a biennial basis. State law requires that the Governor submit a balanced budget to the Legislature.
The operating budget, capital budget and transportation budget are prepared separately.

The Governor reviews OFM’s operating budget recommendations and accepts or modifies them. The
Governor’s budget is presented to the Legislature for consideration in December of even-numbered years.

The Legislature engages in extensive budget deliberations and committee hearings. After revenue and
expenditure bills are passed by the House of Representatives and the Senate, the bills are transmitted to the
Governor, who has constitutional authority to veto sections of the bills.

During a biennium, supplemental budget requests may be submitted to the Legislature during the regular
session or any special session, subject to the approval of the Governor.

Operating Budget

Formulation of the state’s operating budget is initiated by OFM with the distribution of instructions to all
state agencies establishing guidelines and information requirements. Development of agency budgets
begins approximately nine months prior to the legislative sessions that convene in odd-numbered years.
Formal budget requests are forwarded by each agency to the Director of OFM in late summer. The
budget requests are revised and evaluated by the Director and staff of OFM, and alternative methods of
delivering services are examined and evaluated. Following this evaluation, recommended budget levels
are prepared for the Governor by the Director of OFM. State revenues and expenditures are limited by
statute. See “Revenues and Expenditures—Revenue and Expenditure Limitations.” Under state law, the
Governor’s budget offered to the Legislature must include estimates of all anticipated revenues and all
proposed operating expenditures, and the total of beginning undesignated fund balance and estimated
revenues less working capital and other reserves shall equal or exceed the total of proposed applicable
expenditures.

Fiscal Controls

To ensure that the budget remains in balance, fiscal controls are exercised during the biennium through an
allotment process, which requires each agency to submit a monthly expenditure plan. This expenditure
plan must be approved by OFM and provides the authority for agencies to spend funds within statutory
maximums specified in the legislatively adopted budget. Reports are available that compare actual
agency expenditures to estimates.

Budget tables and statistics provided by OFM for inclusion in this Official Statement are based on GAAP,
which provides that revenues are recognized and included when they are measurable and earned,
regardless of when the funds are received. Given the nature of the state’s revenue collection, on an
accrual basis revenues are available for expenditure prior to receipt. Recognizing that the expenditure of
funds prior to receipt of offsetting revenue would result in negative cash balances, the Legislature has
enacted laws that prohibit state agencies from incurring cash deficiencies, except for temporary cash
deficiencies resulting from disbursements under an expenditure plan approved by the Legislature,
authorized by OFM within a fiscal biennium, or in funds or accounts neither in the state treasury nor in
the custody of the State Treasurer. This prohibition does not apply to expenditures of bond proceeds from
construction accounts or expenditures resulting in seasonal cash deficits in construction accounts having
unexpended appropriation authority pending receipt of additional proceeds of authorized bonds.



If at any time during the fiscal period (the fiscal year or fiscal biennium for which an appropriation is
made in a budget act) the Governor projects a cash deficit because disbursements will exceed the
aggregate of estimated receipts plus beginning cash surplus, the Governor is required to make across-the-
board reductions in allotments in order to prevent the cash deficit, thereby reducing expenditures of
appropriated funds, unless the Legislature has directed the liquidation of the cash deficit over one or more
fiscal periods. Across-the-board reductions are made only in those funds estimated to have a cash deficit.
For example, if the General Fund-State were projected to have a deficit, the portion of an agency’s budget
provided by the General Fund-State would be subject to reduction. Across-the-board reductions are
placed in reserve status to avert a budget deficit; if the deficit does not materialize, the across-the-board
reductions are returned to the agencies.

In addition, if, for any applicable fund or account, the estimated receipts for the next ensuing period plus
cash beginning balances are less than the aggregate of estimated disbursements proposed by the Governor
for the next ensuing fiscal period, the Governor shall include in the proposed budget the manner in which
the anticipated cash deficit shall be met, whether by an increase in the indebtedness of the state, by the
imposition of new taxes, by increases in tax rates or an extension thereof, or in any like manner.

Economic and Revenue Forecasting

To assist in its financial planning, the state prepares quarterly economic forecasts derived from national
econometric models. The Economic and Revenue Forecast Council (the “Forecast Council”) is an
independent state agency consisting of six members, two appointed by the Governor and two appointed
from each of the political caucuses of the Senate and House of Representatives. The Forecast Council
approves the official economic revenue forecast for the state and reviews financial performance eight
times during the biennium. The development of state budgets and any necessary budgetary actions of the
Governor during a fiscal period are required to be based upon the official economic and revenue forecasts
of the Forecast Council.

In mid-February (or March in odd-numbered years), June, September, and November, subject to the
approval of the Forecast Council, the forecast supervisor uses forecasts of the U.S. economy to prepare an
official state economic and revenue forecast and two unofficial forecasts, one based upon optimistic
economic and revenue assumptions and one based upon pessimistic economic and revenue assumptions.

The most recent state forecast by the Forecast Council was released on November 19, 2008 and is
summarized below. The next forecast is expected to be released on or about March 19, 2009. Copies may
be obtained from the Office of Economic and Revenue Forecast Council (www.erfc.wa.gov).

Transportation Forecasting

The Office of Financial Management carries out its forecast responsibilities for transportation revenues
through the Transportation Revenue Forecast Council. The Forecast Council was formed as an ad hoc
group in 1976. It has since evolved into a formal body that meets to review and adopt quarterly forecasts
prepared by the technical staffs of the Department of Licensing, Department of Transportation and the
Office of Forecast Council. The revenue forecasts agreed upon by the Transportation Revenue Forecast
Council members become the official estimated revenues under RCW 43.88.020(20) for transportation-
related funds.

Current Economic Forecast

Washington nonfarm payroll employment fell at a 0.5 percent annual rate in the third quarter of 2008,
following a 0.7 percent decline in the second quarter. (Though the Boeing machinists strike began in
September, it did not affect reported employment in the third quarter.) Manufacturing employment fell at
a 1.5 percent rate in the second quarter, in spite of a 5.1 percent increase in aerospace employment.
Manufacturing employment other than aerospace declined at a 4.1 percent rate. Construction
employment declined at a 9.4 percent rate in the third quarter, following an 8.4 percent decline in the
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second quarter. Residential building and related special trades employment fell at a 10.9 percent rate, and
heavy and civil engineering fell at a 16.0 percent rate. For the first time in this cycle, nonresidential
building and related special trades employment also fell in the third quarter, declining at a 5.9 percent
rate. Natural resources (logging) and mining employment, while small, fell at a 7.9 percent rate in the
third quarter, due mainly to a 9.9 percent decline in logging employment. Among the private services-
producing sectors, education and health services employment remained strong, with a 4.3 percent growth
rate. Information employment grew at a 2.8 percent rate, due to a 13.5 percent jump in software
employment. Information employment other than software declined at a 6.3 percent rate. Employment in
“other services”, declined at a modest 0.3 percent rate in the third quarter, as did leisure and hospitality
(down 0.7 percent) and trade, transportation, and utilities (down 0.8 percent). Professional and business
services employment declined at a 2.5 percent rate, due mostly to an 11.9 percent drop in employment
services, and financial activities employment fell at a 2.6 percent rate. In the public sector, state and local
government employment rose at a 2.5 percent rate in the third quarter, and federal government
employment increased at a 1.3 percent rate.

Washington’s personal income in the second quarter of 2008 was $0.3 billion (0.1 percent) lower than the
estimate made in September. This relatively small revision to total personal income masks a large,
$3.2 billion (2.1 percent) reduction in the estimate for wage and salary disbursements. The current
software wage estimate is $0.2 billion (3.1 percent) lower than expected in September. Second quarter
wages in sectors other than software wages were $3.0 billion (2.0 percent) lower than expected in the
September forecast. Non-wage personal income in the second quarter was $2.8 billion (2.3 percent)
above the September forecast. The large upward revision to non-wage income is the result of the annual
revision to the national income and product accounts. In particular, the estimate for dividends, interest,
and rent was increased substantially to reflect newly available IRS data for 2006. The forecast assumes
that personal income growth improved to 4.6 percent in the third quarter of 2008, in spite of a reduction in
income related to the stimulus package, most of which was received in the second quarter. The forecast
assumes that wage and salary disbursements grew at an 8.6 percent rate in the third quarter, bouncing
back from a 4.7 percent decline in the second quarter. The strong growth was largely due to software
stock awards and bonuses in the third quarter. Wages outside of the software sector rose at a 3.2 percent
rate, up from -3.2 percent in the first quarter. The forecast assumes that income from sources other than
wages declined at a 0.1 percent rate in the third quarter, after a 9.3 percent jump in the second quarter.
Again, the swing in nonwage income growth was driven by the stimulus package.

The forecast also incorporates Seattle consumer price data through August 2008. After trailing the
national average during 2002, 2003, and 2004, December-December Seattle inflation moved ahead of the
national average in 2005, 2006, and 2007. Seattle inflation during the first eight months of this year
averaged 4.5 percent, compared to the U.S. rate of 5.1 percent, and core inflation in Seattle averaged
3.2 percent versus 2.5 percent for the U.S. city average. The stronger core inflation in Seattle compared
to the U.S. city average during the last few years is mostly due to shelter costs, in particular, rent and
owners’ equivalent rent.

The number of housing units authorized by building permit fell in the third quarter of 2008 to 26,500
from 31,700 in the second quarter. Single-family permits fell to 16,700 units from 18,300 in the prior
quarter, while multi-family permits fell to 9,800 from 13,400.

The weaker national outlook since September is reflected in the state forecast. Recently available
employment, wage, and housing data all indicate the state’s economy is weaker than assumed in
September. This forecast assumes that the housing sector will not show any significant improvement until
the second half of 2009. It also assumes that construction employment will decline by about 24,800
(11.9 percent) from its peak in the fourth quarter of 2007 through the first quarter of 2010. This is larger
than the 12,500 peak-to-trough decline expected in the September forecast. The software employment
forecast is also weaker than the September assumption. Software employment is expected to rise just 600
(1.2 percent) from the fourth quarter of 2008 to the fourth quarter of 2009, compared to 2,600
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(5.0 percent) in the September forecast. Software employment growth during 2010 and 2011 is now
expected to average 2,400 (4.4 percent) per year, compared to 2,900 (5.4 percent) per year in the
September forecast. The Washington aerospace forecast incorporates the impact of the Boeing strike on
both wages and employment. Aerospace employment is expected to continue to rise through the end of
2008, reaching 86,200 in December, which is 900 lower than assumed in September. The forecast
assumes no further changes in aerospace employment through 2011.

Propelled by continued strength in construction, aerospace, and software, Washington nonfarm payroll
employment grew 2.5 percent in 2007, following a 3.0 percent increase in 2006. But construction
employment peaked in 2007 and is expected to decline in 2009, 2010, and 2011. Aerospace employment
growth has already slowed and is expected to level off, beginning in early 2009. The forecast also
expects much slower growth in the software sector. The national recession is expected to produce job
losses in a wide range of industries, including manufacturing other than aerospace, financial services,
trade, and business services (especially temporary help services). The forecast calls for employment to
grow 0.9 percent this year and to decline 0.7 percent in 2009. Employment growth is expected to
improve to 0.7 percent and 1.8 percent in 2010 and 2011 as the national economy recovers from the
recession. Washington personal income growth slowed from 8.5 percent in 2006 to a still strong
8.0 percent in 2007. Income growth is expected to slow to 4.0 percent in 2008 and 3.0 percent in 2009,
before recovering to 3.3 percent and 5.1 percent in 2010 and 2011, respectively. After four years of
uninterrupted growth, the number of housing units authorized by building permit fell 3,000 in 2006 to
50,000 and another 2,600 in 2007 to 47,400. Tighter lending standards, plunging consumer confidence,
and mounting job losses are expected to depress the single-family market despite lower mortgage interest
rates, but continued net migration into Washington should support multi-family activity. The forecast
expects total housing permits to decline to 29,100 in 2008 and 28,900 in 2009 before recovering to
36,900 in 2010 and 41,800 in 2011. Inflation, as measured by the Seattle CPI, increased to 3.9 percent in
2007 from 3.7 percent in 2006. Core inflation (excluding food and energy) was slightly more moderate
but also increased to 3.5 percent in 2007 from 3.3 percent in 2006. Energy costs will add to inflation
again in 2008, raising headline inflation to 4.1 percent compared to core inflation of 3.4 percent.
Declining energy costs in 2009 should produce the first decline (-0.5 percent) in the Seattle CPI since
1949. Positive inflation is expected to resume in 2010 and 2011 as the economy recovers and energy
prices move up again. The forecast expects 2.9 percent per year growth in the Seattle CPI in 2010 and
2011.

February Early Guidance Forecast

At the request of the four legislative members, the Economic and Revenue Forecast Council held a
special meeting on Thursday, February 19th. The purpose of the meeting was to provide the legislature
with early guidance to the March official forecast. This guidance is completely unofficial. The official
quarterly forecast will be released on March 19th as scheduled.

Washington’s economy contracted sharply during the fourth quarter of last year. The rate of job loss
accelerated and housing activity hit new lows. The layoff announcements by Boeing, Microsoft, and
Starbucks added to the increasingly negative economic picture. The one positive development since the
November forecast is a much larger stimulus package, but this was not nearly enough to offset the other
developments.

Very weak revenue collection experience since the November forecast confirms the deteriorating
situation. In fact, revenues are contracting much faster than incomes as consumers tighten their belts and
construction activity contracts. For the current biennium, we have lowered our forecast by 721 million
dollars. Of this 455 million is a result of a lower forecast, 197 million is from the collection experience to
date, and 69 million is due to non-economic factors. For the 2009-11 biennium, we have lowered our
forecast 1.6 billion dollars.
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Alternative Economic Forecasts

The Washington State Economic and Revenue Forecast Council also adopted an optimistic forecast and a
pessimistic forecast in November 2008.

Optimistic Forecast. In the optimistic scenario, the rapid response of the FOMC to the crisis in the
financial markets, coupled with the Treasury’s “rescue” plan and help from central banks abroad, help the
United States avert a severe downturn. In addition, the standard optimistic scenario assumption of
stronger total factor productivity growth is also in place. With credit again flowing late this year, business
fixed investment recovers by 2010 and grows 4.8 percent after suffering only a modest 6.7 percent
contraction in 2009. This compares with a steeper 11.0 percent decline during 2009 in the baseline
forecast and a modest 0.5 percent dip during 2010. The downturn in residential investment is also less
severe in the optimistic scenario, with housing starts beginning to recover during the second quarter of
2009 and averaging 862,000 units for that year, compared with a much weaker baseline of 715,000 units.
The optimistic scenario also assumes faster growth in the rest of the world, and a dollar that is initially
weaker than the baseline. Finally, the forecast assumes slightly higher energy prices in the near term due
to stronger global demand, but lower prices in the longer term due to a more optimistic assumption about
supply. These assumptions produce a much brighter economic outlook compared to the dismal pictures
painted by the baseline and pessimistic scenarios. Real GDP manages a milder one percent drop in the
fourth quarter and opens a wider growth gap over the next few quarters, as the recession does not “feed”
on itself as badly as it does in the baseline. The unemployment rate never rises above the low-seven
percent range and falls back to the mid-five percent range by late 2013. For Washington, the optimistic
forecast assumes aerospace employment growth remains positive through 2011, rather than leveling off as
in the baseline. Software employment also grows faster in the optimistic forecast. Washington’s wages
grow faster than in the baseline, and the strong regional economy raises Seattle CPI inflation above the
baseline forecast in the optimistic scenario in spite of stronger productivity growth. The initial level of
Washington personal income is higher in the optimistic scenario and population growth is stronger.
Finally, construction employment declines much less during 2009 and recovers more sharply in 2010 and
2011 than in the baseline. By the end of the 2009-11 Biennium, Washington nonagricultural employment
is higher by 130,400 jobs than in the baseline forecast, and Washington personal income is $26.6 billion
higher. The optimistic scenario generates $320 million (1.1 percent) more revenue in the 2007-09
Biennium and $2,283 million (7.6 percent) more revenue in the 2009-11 Biennium than does the baseline
forecast.

Pessimistic Forecast. The pessimistic scenario assumes that the financial crisis worsens, sending the
economy into a tailspin. Credit markets remain clogged, both domestically and across the world.
Without access to credit, domestic spending contracts and the housing market falls into an even deeper
hole. Oil prices are lower in the short run because world demand is falling. As a result, bottom-line
inflation is lower. Core inflation is also lower because demand is so weak. The low inflation readings
give the FOMC leeway to bring interest rates down to zero percent by early next year. With the economy
in recession, the FOMC keeps the federal funds rate at zero throughout 2009. Housing starts drop to
915,000 units in 2008 (compared with 927,000 in the baseline) and 666,000 in 2009 (compared with
715,000 in the baseline). The median price of existing homes falls nearly 15 percent below the baseline
in 2010. Home sales are also much lower. The weakness in housing undermines consumer confidence.
This, along with the drop in wealth associated with falling home prices and a slowdown in job growth,
causes consumers to retrench sharply. Capital spending is also weaker, as firms respond to a bleaker
outlook by scuttling long-term projects. Business fixed investment drops over eight straight quarters.
Foreign economic growth is lower, which cuts into export growth. In this scenario, real GDP contracts
2.4 percent in 2009 and rebounds only 0.3 percent in 2010 (compared with a 1.0 percent drop and a
1.7 percent gain, respectively, in the baseline). Employment drops for ten straight quarters (the economy
loses 4.8 million jobs) and real GDP drops for six quarters. Unlike the previous two recessions in 1991
and 2001, this one takes a heavy toll. Peak to trough, real GDP drops 3.3 percent, which is worse than the
losses during the 1973-75 and 1981-82 recessions. At the state level, aerospace employment declines
through 2011 rather than remaining constant as in the baseline and software employment declines through
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2010 rather than continuing to grow as in the baseline. Data revisions show that the initial level of
Washington personal income is lower than was assumed in the baseline. Population growth is also slower
in this scenario and construction employment falls much more rapidly than in the baseline through 2009
and continues to decline in 2010 and 2011, rather than recovering as in the baseline. Due to the relatively
weak local economy, Seattle inflation is lower than in the baseline forecast. The weak economy also
depresses Washington wage growth below the rate of growth in the baseline forecast. By the end of the
2009-11 Biennium, Washington nonagricultural employment is 114,200 lower than in the baseline
forecast and Washington personal income is $23.9 billion lower. The pessimistic scenario produces $308
million (1.1 percent) less revenue in 2007-09 and $1,929 million (6.4 percent) less in 2009-11 than does
the baseline forecast.

Current Operating Budget

The following tables provide the final operating budget for the 2005-2007 Biennium and the estimated
operating budget for the 2007-2009 Biennium.
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GENERAL FUND REVENUES

Modified Accrual Basis
(millions)
2005-2007 2007-2009
Final Estimate
Beginning General Fund-State Balance $ 870 $ 781
General Fund-State Revenue
Retail Sales and Use Taxes $ 15,203 $ 16,013
Real Estate Excise Tax 2,002 1,175
Business and Occupation Tax 5,048 5,593
Property Tax 2,826 3,022
Other Taxes 2,081 2,174
Subtotal Tax Revenue $ 27,160 $ 27,977
Other Nontax Revenue $ 641 $ 679
Other Financing (29) 29)
Transfers from Other Funds/Other Adjustments 192 147
Spillover Transfer to Emergency Reserve Account (198) 0
Transfer to Budget Stabilization Account 0 (129)
Total General Fund-State Revenue* $ 28,545 $ 29,426
Federal Revenue $ 11,565 $ 12,252
Private/Local Revenue 368 439
Total $ 40,478 $ 42,117
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GENERAL FUND EXPENDITURES

Modified Accrual Basis
(millions)
2005-2007 2007-09
Final Estimate

Education

Public Schools $ 11,047 $ 12,196

Higher Education 2,950 3,254

Other Education 78 188
Total Education $ 14,075 $ 15,638
Human Services

Department of Social and Health Services $ 7,991 $ 9,056

Department of Corrections 1,449 1,715

Other Human Services 188 237
Total Human Services $ 9,628 $ 11,008
Natural Resources and Recreation $ 423 $ 454
Government Operations 471 553
Other Expenditures*

Debt Service $ 1,374 $ 1,576

Other Expenditures 1,794 609
Total Other Expenditures $ 3,168 $ 2,185
Total General Fund-State Expenditures $ 27,765 $ 29,838

Federal $ 11,565 $ 12,252

Private/Local 368 439
Total $ 39,698 $ 42,529

Ending General Fund-State Balance $ 781 $ “13)

Emergency Reserve Account Projected Balance 293 0

Budget Stabilization Account 0 436
Total Reserves $ 1,074 $ 23

For the 2005-07 Biennium, General Fund-State revenues are projected to be $27.8 billion, a 18.7 percent
increase from the 2003-05 Biennium, plus a carry-forward of $870 million. This figure includes
$354 million of new or revised revenue sources passed by the 2005 Legislature, including an increase to
the liquor liter tax, the extension of sales tax to warranties, an adjustment to the high-tech business and
occupations tax credit, and a number of other small changes. Also included is $205 million in shift of
revenue from other funds into the General Fund.

The operating budget for the 2005-07 Biennium contains an overall expenditure level of $27.76 billion for
General Fund-State, which is an increase of $4.1 billion or 17.3 percent over the 2003-05 Biennium. This
expenditure level is within the $27.78 billion expenditure limit imposed by Initiative 601, as adjusted by
changes made in the 2007 Supplemental Budget.

In the 2005-07 Biennium, 50 percent of the General Fund-State budget will go to support public schools

and higher education. Most of the public school funding covers the increased cost of teacher and staff
health benefits for increases in K-12 enrollment. The higher education funding provided for at least
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7,900 student enrollment increases in public two- and four-year colleges and universities, and increases in
need grants.

The spending for human service delivery systems provided by DSHS makes up approximately 29 percent
of the state budget. The largest DSHS program is the Medical Assistance Program, which, at $3.0 billion,
comprised 38 percent of the 2005-07 DSHS budget.

The 2005-07 Biennial Budget contains compensation increases for K-12 teachers and state employees,
including general salary increases, partial salary survey implementation, pension rate increases, and
health benefit rate increases. The general increases are the first in four years for state employees and K-
12 teachers. The 2005-07 Biennium also marks the effective date of collective bargaining and wider
union representation among classified employees of state government.

For the 2007-09 Biennium, General Fund-State revenues are projected to be $28.6 billion, a 3.1 percent
increase from the 2005-07 Biennium, plus a carry-forward of $781 million. This figure includes
$9.8 million of budget-driven revenue from adding more Sunday liquor sales, and Department of Revenue
for the Streamlined Sales Tax bill that requires purchases made on the Internet to include sales tax, passed
by the 2007 Legislature. Also included is $147 million in a shift of revenue from other funds into the
General Fund, plus other adjustments. Revenues are reduced by $12 million for legislation with revenue
impacts, as well as the first annual transfer to the new Budget Stabilization Account (also known as the
Rainy Day Account), which was approved by the voters in November 2007.

The operating budget for the 2007-09 Biennium contains an overall expenditure level of $29.8 billion for
General Fund-State, which is an increase of $2.1 billion or 7.5 percent over the 2005-07 Biennium.

In the 2007-09 Biennium, 52 percent of the General Fund-State budget will go to support public schools
and higher education. The funding for K-12 public schools includes special education funding, classified
staff recognition, and the increased cost of teacher and staff health benefits and salaries. The higher
education funding provided for more than 9,700 student enrollment increases in public two- and four-year
colleges and universities, and increases in need grants.

The spending for human service delivery systems provided by DSHS makes up approximately 31 percent
of the state budget. Washington’s WorkFirst program has helped more than 173,000 people get off and
stay off welfare since the program began in 1997. Welfare caseloads have dropped by 40 percent and the
percentage of the state’s population on welfare is at the lowest point in more than 30 years. Most program
participants who go to work earn more than $9 an hour. The largest DSHS program is the Medical
Assistance Program, which, at $3.3 billion, comprises 36 percent of the 2007-09 DSHS budget.

The 2007-09 Biennial Budget contains compensation increases for K-12 teachers and state employees,
including general salary increases, partial salary survey implementation, a new step increase for
employees who have been at the top of their pay range for at least one year, a pension rate decrease as the
result of eliminating gainsharing and replacing it with more affordable benefits, and health benefit rate
increases.



The following tables provide the General Fund-State budget for the 2005-07 and 2007-09 Biennia.

2005-07 BIENNIUM
GENERAL FUND-STATE FORECAST ADJUSTMENTS
(Modified Accrual Basis)

(in Millions)
Beginning Fund Balance $ 870
Revenue Forecasts
June 2005 $ 25,031
September 2005 645
November 2005 305
2005 Legislative Changes 354
February 2006 107
June 2006 518
September 2006 350
November 2006 49
March 2007 144
June 2007 195
September 2007 69
November 2007 2)
Spillover to Emergency Reserve Fund (289)
2006 Legislative Changes 7
Changes in Reserves and Other Adjustments 193
Total Sources $ 28,546
Total Expenditures $ 27,765
Ending General Fund-State Balance $ 781
Emergency Reserve Fund Account Balance 293
Total Reserves $ 1,074

Note: Totals may not add due to rounding.

Source:  Office of Financial Management
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2007-09 BIENNIUM

GENERAL FUND-STATE FORECAST ADJUSTMENTS

(Modified Accrual Basis)
(in Millions)

Beginning Fund Balance

Revenue Updates

November 2006

March 2007

June 2007

September 2007

November 2007

February 2008

June 2008

September 2008

November 2008

2007 Session Legislative Changes

2008 Session Legislative Changes

Smokeless Tobacco Settlement

Rainy Day Account (Budget Stabilization)
Changes in Reserves and Other Adjustments

Total Sources
Total Expenditures

Ending General Fund-State Balance
Budget Stabilization Account

Total Reserves
Note:  Totals may not add due to rounding.

Source:  Office of Financial Management
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$ 781

$ 29,533
(18)
331
213

(130)
(423)
(50)
(167)
(503)
(19)
(11)
(23)
(129)
40

$ 29,425
$ 29,838

$ 413)
436

$ 23



Governor’s Proposed 2009 Supplemental Operating Budget and 2009-11 Biennial Operating
Budget

The Governor’s proposed 2009 supplemental operating budget and the proposed operating budget for the
2009-11 Biennium released in December 2008 (the “Governor’s 2009-11 proposed budgets”) address an
approximately $5.7 billion shortfall in revenues forecasted to occur during the remainder of the 2007-09
Biennium and in the 2009-11 Biennium. This revenue shortfall is expected as a result of predicted
significant declines in revenue and increases in the cost of providing services such as basic education and
medical assistance, and higher caseloads. The Governor’s 2009-11 proposed budgets address this
estimated revenue shortfall by proposing substantial reductions in state expenditures in the areas of
natural resources, health care and human services, higher education, early learning, public safety and K-
12 education (other than basic education). The Governor’s 2009-11 proposed budgets do not reduce
expenditures for items the state is required to provide, including basic education, federally mandated
Medicaid, pensions and debt service. The Governor’s 2009-11 proposed budgets do not include any
proposed tax increases. The Governor’s proposed 2009-11 budgets are subject to change based upon
review, revision and approval by the Legislature during the 2009 legislative session.

Capital Budget

The following table provides the final capital budget for the 2005-2007 Biennium and the estimated
capital budget for the 2007-2009 Biennium.

CAPITAL BUDGET
(Modified Accrual Basis)
(in Millions)
2005-2007 2007-09
Final Estimate
Education
Public Schools $ 938 $ 1,254
Higher Education 1,465 1,539
Other Education 16 45
Total Education $ 2419 $ 2,838
Human Services
Department of Social and Health Services $ 53 $ 100
Other Human Services 571 503
Total Human Services $ 624 $ 603
Natural Resources and Recreation $ 1,406 $ 1,721
General Government 1,189 1,902
Transportation 21 16
Total Capital Budget Expenditures $ 5,659 $ 7,080

Source:  Office of Financial Management

The state’s 2005-07 biennial capital budget adopted by the Legislature provided for $3.56 billion
expenditures in new projects, with the balance in reappropriations. Of this total, $1.69 billion in
expenditures are to be funded from the sale of general obligation bonds that are subject to the state’s
statutory debt limit.

The 2005-07 biennial capital budget provides for $1.465 billion for higher education projects,
$938 million for K-12 education, $1,406 million for natural resource projects, and $306 million for state
correctional facilities. Other capital funds are divided across the remaining state governmental functions.
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The state’s 2007-09 biennial capital budget adopted by the Legislature provided for $4.3 billion
expenditures in new projects, and the balance is for reappropriations. Of this total, $2.1 billion in
expenditures are to be funded from the sale of general obligation bonds that are subject to the state’s
statutory debt limit.

In the 2007-09 capital budget, $1.539 billion is provided for higher education projects, $1.254 million for
K-12 education, and $1.721 million for natural resource projects ($202 million specifically for Puget
Sound). Other capital funds are divided across the remaining state governmental functions.

Transportation Budget

The Legislature passed the state transportation budget for the 2005-07 Biennium on April 24, 2005, and the
Governor signed the bill on May 9, 2005. The 2006 supplemental transportation budget was passed on
March 8, 2006, and signed by the Governor on March 31, 2006. The 2007 supplemental transportation
budget was passed on April 22, 2007, and signed by the Governor on May 15, 2007. The total $5.5 billion
budget contains $3.4 billion for the Department of Transportation capital funding for roads, bridges, ferries,
rail, and transit improvements. The transportation budget bill also contains funding for the Washington
State Patrol, the Department of Licensing and other transportation agencies.

The Legislature passed the state transportation budget for the 2007-09 Biennium on April 21, 2007, and the
Governor signed the bill on May 15, 2007. The total $7.6 billion budget includes $4.6 billion for the
Department of Transportation capital funding for roads, bridges, ferries, rail, and transit improvements. The
transportation budget bill also contains funding for the Washington State Patrol, the Department of
Licensing and other transportation agencies. The budget includes $860 million for the SR 520 project and
creates a $1 billion reserve from which either SR 520 or the Alaskan Way Viaduct can draw. The Regional
Transportation Investment District, tolling and other funding mechanisms will be used to fund the remainder
of the project costs.

Accounting and Auditing

The state’s accounting records are maintained in conformance with generally accepted accounting
principles (“GAAP”), as promulgated by the Governmental Accounting Standards Board (“GASB”). The
accounting system produces monthly financial statements at the state-wide combined level and at the
agency level, which are used in the preparation of the state’s fiscal year Comprehensive Annual Financial
Report (“CAFR”).

The Government Finance Officers Association of the United States and Canada has awarded a Certificate of
Achievement for Excellence in Financial Reporting to the state for its CAFR for each of the Fiscal Years
1987 through 2006.

The State Auditor, an independent elected official, audits the state-wide combined financial statements
each fiscal year. Such audits are required to include determinations as to the validity and accuracy of
accounting methods, procedures and standards utilized in preparation of such financial statements, as well
as the accuracy of such financial statements themselves.

The state’s fiscal 2008 CAFR contains annual financial statements prepared in accordance with GAAP as
promulgated by GASB (the “2008 Annual Financial Statements”), a copy of which has been filed with
each nationally recognized municipal securities information repository (“NRMSIR”). Excerpts from the
state’s 2008 CAFR are attached as Appendix D. Copies of the state’s entire 2008 CAFR are available on the
OFM’s website at http://www.ofm.wa.gov/cafr/2007/default.asp or upon request from the Office of the State
Treasurer.
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INVESTMENTS

The State Treasurer’s Office is responsible for the investment management of the state’s operating funds
totaling approximately $3 billion to $6 billion from time to time through its Treasurer’s Cash Management
Account (the “CMA?”). The Treasurer also is responsible for administering the Washington State Local
Government Investment Pool (the “LGIP”), an approximately $6 billion fund that invests money on behalf
of more than 400 cities, counties, special purpose districts, and higher education institutions.

Permissible investments for both funds include U.S. government and agency securities, bankers
acceptances, high quality commercial paper, repurchase and reverse repurchase agreements, and
certificates of deposits with qualified state depositories.

Treasurer’s Cash Management Account. The CMA is a nonvoluntary pool of state agency funds;
agencies are not permitted to make discretionary withdrawals for alternative investment purposes. The
CMA may invest in securities with maturities out to ten years. The average life of the CMA generally
ranges from one to two years.

In its management of the CMA pursuant to the Investment Policy adopted by the State Treasurer in January
2001, the State Treasurer sets its investment objectives pursuant to modern portfolio theory. To manage
state funds more efficiently and effectively, the State Treasurer’s CMA investments are separated into two
portfolios, each with its own risk objectives. The policy sets forth, among other things, the practices,
procedures and restrictions applicable to the investment of funds and specifically denominates eligible
investments and certain restrictions on portfolio composition. Internal controls and reporting requirements
are mandated by the Investment Policy to allow for oversight and monitoring of performance.

Local Government Investment Pool. The LGIP, authorized by state law, is a voluntary pool that provides
its participants the opportunity to take advantage of the economies of scale inherent in pooling. It also is
intended to offer participants increased safety of principal and the ability to achieve a higher investment
yield than otherwise would be available to them. The LGIP is a conservatively managed, highly liquid
pool comparable to a money market fund, restricted to investments with maturities of 397 days or less.
The average life generally ranges from 30 to 60 days.

The LGIP adheres to the traditional principles applicable to the prudent investment of public funds, which
are, in order of priority: (i) the safety of principal, (ii) the assurance of sufficient liquidity to meet cash flow
demands, and (iii) the attainment of the highest possible yield within the constraints of the first two goals.
Historically, both the CMA and the LGIP have had sufficient liquidity to meet all cash flow demands.
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WASHINGTON STATE TREASURER PORTFOLIOS
AVERAGE DAILY BALANCES BY SECURITY CLASS

November 2008 Dec 2007-Nov 2008
CMA
Agency $ 3,327,633 7747% $ 3,800,356 72.35%
Treasury 12,191 0.28% 62,554 1.19%
Repurchase Agreements 0 0.00% 498,303 9.49%
Bank Deposits 955,593 22.25% 891,284 16.97%
Commercial Paper 0 0.00% 0 0.00%
$ 4,295,417 100.00% $ 5,252,498 100.00%
Weighted Average Maturity: 679 days
LGIP
Agency $ 5,865,224 79.69% $ 5,291,039 77.28%
Treasury 31,398 0.43% 15,583 0.23%
Repurchase Agreements 0 0.00% 523,508 7.65%
Bank Deposits 1,463,348 19.88% 1,016,025 14.84%
Commercial Paper 0 0.00% 0 0.00%
$ 7,359,970 100.00% $ 6,846,155 100.00%
Weighted Average Maturity: 65 days

ASSET LIABILITY MANAGEMENT

Up to ten percent of the state’s total general obligation debt may be in variable rate form under a policy
adopted by the Committee in July 1995. Most of the state’s debt has been issued in long-term, fixed-rate
form, while state investments are made in short-term instruments.

INDEBTEDNESS

Debt Issuance Policy

All state general obligation debt and other evidence of indebtedness is authorized by the Legislature and
issued under the authority granted to the Committee by the Legislature.

In 1996, the Committee adopted a Debt Issuance Policy that, among other things, addresses the roles and
responsibilities of the Committee and the State Treasurer, standards of conduct and appointment of
professional service providers. The Debt Issuance Policy also addresses methods of sale, appointments of
underwriters, pricing and allocation of negotiated sales, and refunding savings thresholds.

Under “Conditions of Sale,” the Debt Issuance Policy generally calls for (i) level debt service, i.e.,
approximately equal amounts of principal and interest per year, (ii) fixed interest rates and (iii) debt life
shorter than or equal to estimated useful life of the facility financed. These conditions may not apply in
all cases.

The state, through the State Finance Committee, is authorized by law to enter into payment agreements
such as interest rate swaps, but to date has not done so.
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General Obligation Debt

General Obligation Debt Authority. The State Constitution and enabling statutes authorize by three
different means the incurrence of state general obligation debt, the payment of which is secured by a
pledge of the state’s full faith, credit and taxing power:

6] by the affirmative vote of 60 percent of both houses of the Legislature, without voter consent (in
which case the amount of such debt is generally but not always subject to both constitutional and
statutory limitations; see “General Obligation Debt Limitations” below);

(i1) by the affirmative vote of 50 percent of both houses of the Legislature and a majority of the
voters voting thereon (in which case the amount of the debt so approved is not subject to other
constitutional limitations, but is subject to statutory limitations; see “General Obligation Debt
Limitations” below); or

(iii) by a body designated by statute (currently the Committee) without limitation as to amount, without
approval of the Legislature (except as to appropriation of the sums borrowed) and without the
approval of the voters; however, such debt:

(a) may be incurred only to meet temporary deficiencies of the State Treasury, to preserve the
best interests of the state in the conduct of the various state institutions, departments,
bureaus, and agencies during each fiscal year;

(b) must be discharged, other than by refunding, within 12 months of the date of incurrence;
©) may be incurred only to provide for appropriations already made by the Legislature; or
(d may be incurred to refund outstanding obligations of the state.

The State Constitution also permits the state to incur additional debt to repel invasion, suppress
insurrection or to defend the state in war.

General Obligation Debt Limitations. With certain exceptions noted below, the amount of state general
obligation debt which may be incurred by the means described in the section entitled “General Obligation
Debt Authority” above is limited by constitutional and statutory restrictions. The limitations in both cases
are imposed by prohibiting the issuance of new debt if the new debt would cause the maximum annual
debt service on all thereafter outstanding general obligation debt to exceed a specified percentage of the
arithmetic mean of general state revenues for the preceding three fiscal years. These are limitations on
the incurrence of new debt and are not limitations on the amount of debt service which may be paid by the
state in future years.

“General state revenues” is defined for purposes of the constitutional limitation as including all state
money received in the State Treasury from each and every source whatsoever, with certain exceptions that
include (i) fees and revenues derived from the operation of any facility; (ii) earmarked gifts, grants,
donations, and aid; (iii) money for retirement system funds and performance bonds; (iv) money from trust
funds, proceeds from sale of bonds or other indebtedness; and (v) taxes levied for specific purposes. For
purposes of the statutory debt limitation, “general state revenues” also includes (i) the state lottery
revenues, and (ii) revenues deposited in the state general fund and the student achievement fund that are
derived from property taxes levied by the state for the support of common schools.

The constitutional and statutory limitations, which overlap, are summarized as follows:

@) Constitutional Limitation. Under the State Constitution, new general obligation debt may not be
issued if the new debt would cause maximum annual debt service on all thereafter outstanding
general obligation debt to exceed nine percent of the arithmetic mean of general state revenues
for the preceding three fiscal years. Excluded from the calculation are the following types of
general obligation debt:
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(i)

(a)

(b)
()

(d)

(e)
®

(@
(h)

®

debt payable primarily from excise taxes levied on motor vehicle fuels, income received
from the investment of the permanent common school fund and revenue received from
license fees on motor vehicles;

debt which has been refunded;
debt issued after approval of both houses of the Legislature and a majority of those voting
in a general or special election;

debt issued to meet temporary deficiencies in the State Treasury (described in “General
Obligation Debt Authority” above);

debt issued in the form of bond anticipation notes;

debt issued to fund or refund debt of the State Building Authority (no longer in
existence);

debt issued to pay “current expenses of state government;”

debt payable solely from the revenues of particular public improvements (revenue debt of
the state), and

any state guarantee of voter-approved general obligation debt of school districts in the
state.

Statutory Limitation. Under chapter 39.42 RCW, new general obligation debt may not be issued if
the new debt would cause maximum annual debt service on all thereafter outstanding general
obligation debt to exceed seven percent (as contrasted with the nine percent limitation in the State
Constitution) of the arithmetic mean of general state revenues for the preceding three fiscal years.

The percentage limitation and the general obligation debt excluded from calculation of the
limitation under this state statute have changed from time to time. The types of general
obligation debt currently excluded from the calculation are the same as those excluded from the
calculation under the constitutional limitation with the following exceptions:

(a)

(b)

(c)

(d)

(e)

®)

general obligation debt issued after approval of both houses of the Legislature and a
majority of the voters, which is included rather than excluded as described above under
“The Constitutional Limitation;”

general obligation debt issued prior to July 1, 1993, pursuant to statute which requires
that the State Treasury be reimbursed for the full debt service on such debt from money
other than general state revenues or from special excise taxes imposed under chapter
67.40 RCW (“reimbursement bonds™);

general obligation debt issued after July 1, 1993, pursuant to statute which requires that
the State Treasury be reimbursed for the full debt service on such debt from (1) moneys
outside the State Treasury (except for higher education operation fees); (2) higher
education building fees; (3) indirect cost recovered from federal grants and contracts; and
(4) University of Washington hospital patient fees;

general obligation debt issued to finance certain improvements to the state capitol east
plaza garage pursuant to RCW 43.99Q.070;

general obligation debt issued to finance the rehabilitation of the state legislative building
to the extent such debt is paid from the capitol building construction account pursuant to
RCW 43.99Q.140(2)(b); and

general obligation debt issued to finance transportation projects pursuant to
RCW 47.10.867.

A-25



Current General Obligation Debt Capacity. By applying the statutory and constitutional limitations on
general obligation debt, the state’s estimated general obligation debt capacity (excluding Committee-
authorized short-term debt described above) is calculated as follows (as of January 22, 2009):

Statutory Constitutional

(7 Percent) (9 Percent)
Estimated arithmetic mean of general state revenues for fiscal years ending
June 30, 2006, 2007, and 2008 (1) ....cceeerrerreerirreeeeeeneeeeeeree et $ 14,422,101,490 $ 12,605,844,962
Debt service limitation (7% or 9% of above) (maximum annual debt service on
general obligation debt to be outstanding may not exceed this SUM).........ccccecerereennene $ 1,009,547,104 $  1,134,526,047
Maximum annual debt service on outstanding general obligation
debt (1/22/20009)....ccueeueieiieierietete ettt ettt sttt $ 811,790,469 $ 901,375,167
Uncommitted portion of debt service limitation
(1722/20009)...c.cct ettt ettt nee $ 197,756,635 $ 233,150,879
Remaining state general obligation principal debt capacity after sale of current
and projected issues (assuming a 25-year amortization and an interest
rate of 6.00% on fUtUre iSSUES) (2) veevveeevierreeieeiiereeeieesee et ereeseeereesreeeseeseessseesenens $ 2,527,993,496 $ 2,980,450,726

(1) The arithmetic means of general state revenues for recent previous three-year fiscal periods are shown below. Source: "Certification of the
Debt Limitation of the State of Washington" for fiscal years 1999 through 2008.

Arithmetic Means of General State Revenues

Fiscal Years Ending Statutory Constitutional

June 30 1996, 1997, and 1998 7,559,859,280 7,559,859,280

June 30 1997, 1998, and 1999 7,918,308,401 7,918,308,401

June 30 1998, 1999, and 2000 8,305,755,187 8,305,755,187

June 30 1999, 2000, and 2001 8,655,884,795 8,655,884,795

June 30 2000, 2001, and 2002 8,885,895,256 8,822,063,105

June 30 2001, 2002, and 2003 9,129,881,312 8,879,131,084

June 30 2002, 2003, and 2004 9,932,495,849 8,961,757,450

June 30 2003, 2004, and 2005 11,047,175,165 9,323,397,971

June 30 2004, 2005, and 2006 12,458,927,671 10,314,780,406

June 30 2005, 2006, and 2007 13,544,721,596 11,526,125,727

$
$
$
$
$
$
$
$
$
$

(2) The amount of debt that can be issued under this debt limitation calculation is subject to numerous factors, including state revenues, debt
structure and interest rates, and may vary over time.

Use of Short-Term General Obligation Debt Authority (Certificates of Indebtedness and Bond
Anticipation Notes). Chapter 39.42 RCW and the respective bond statutes of the state delegate to the
Committee the authority to issue, in the name of the state, temporary notes in anticipation of the sale of
bonds. Pursuant to statutory authority and resolution of the Committee, such notes are general obligations
of the state. Principal of and interest on such notes are excluded from the constitutional and statutory debt
limitations. The state has no bond anticipation notes currently outstanding.

Article VIII of the State Constitution and chapter 39.42 RCW provide for the issuance of certificates of
indebtedness to meet temporary deficiencies in the State Treasury. Such indebtedness must be retired
other than by refunding within twelve months of the date of issue. Principal and interest on certificates of
indebtedness is excluded from constitutional and statutory debt limitations. The state has no certificates
of indebtedness currently outstanding and does not anticipate any external short-term borrowing during
the current biennium.

Motor Vehicle Fuel Tax Obligations

As of January 22, 2009, there will be outstanding $4,259,491,391 motor vehicle fuel tax bonds secured by a
pledge of, and first payable from, excise taxes levied against motor vehicle and special fuels. These bonds
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are also secured by the full faith, credit and taxing power of the state, but are not subject to the constitutional
or statutory debt limitation.

Motor Vehicle Fuel Tax Rates. In 1983, the Legislature established a motor vehicle fuel tax at a fixed
rate of $0.180 per gallon. The following table provides the per-gallon tax since April 1, 1990.

Date Changed Increase ($) Per-Gallon Tax ($)
4/1/1990 0.040 0.220
4/1/1991 0.010 0.230
7/1/2003 0.050 0.280
7/1/2005 0.030 0.310
7/1/2006 0.030 0.340
7/1/2007 0.020 0.360
7/1/2008 0.015 0.375

All proceeds of the motor vehicle fuel tax are required by the state constitution to be placed in a special
fund within the state treasury and used exclusively for highway purposes, including the payment of state
obligations for which the motor vehicle fuel tax has been legally pledged.

Certain of the motor vehicle fuel taxes are required by state statute to be distributed to local governments,

and certain of the motor vehicle fuel taxes distributed to the state are restricted for expenditure on
specified projects.

A-27



Revenue Available for Debt Service. The following table presents the state’s motor vehicle fuel excise
tax collections and the allocations of excise tax pledged for bond principal and interest payments.

Revenue County-City State

Fiscal Year Pledge Allocation "’ Allocation ®

1999 $ 712,559,355 $ 95,059,580 $ 356,426,320
2000 721,684,773 96,276,797 365,130,833
2001 723,945,995 96,578,457 366,272,623
2002 720,305,001 96,092,728 364,429,773
2003 732,805,981 97,760,429 370,749,618
2004 888,237,589 99,866,758 512,808,590
2005 911,683,662 99,265,533 538,209,753
2006 1,002,731,346 100,413,860 611,459,003
2007 1,107,091,064 100,960,199 698,188,782
2008 Est. (3) 1,168,113,704 99,972,410 758,534,609
2009 Est. (3) 1,208,412,930 99,000,925 802,586,460

(1) Allocation of excise tax revenues first used for payment of debt service for county-city urban
program.

(2) Allocation of excise tax revenues first used for payment of debt service for ferry vessels, State
Route 90 and the state highway bonds.

(3) Department of Transportation forecast (November 2008).

Revenue Pledge and Distribution Percentages. Each legislative act authorizing the issuance and sale of
motor vehicle fuel tax bonds provides that the principal of and interest on such bonds are secured by a
pledge of the excise taxes levied on motor vehicle and special fuels. That pledge constitutes a charge
against the revenues from such motor vehicle and special fuels excise taxes equal to the charge of any
other general obligation bonds of the state that have been and may hereafter be authorized that also pledge
motor vehicle and special fuels excise taxes for their payment. By statutory provision the Legislature has
covenanted to continue to levy that excise tax in amounts sufficient to pay, when due, the principal and
interest on all of those bonds issued under the respective legislative authorizations. All motor vehicle fuel
tax general obligation bonds of the state are further secured by a pledge of the full faith, credit and taxing
power of the state. The act authorizing the issuance of refunding bonds requires, as to bonds to be
refunded that are secured by motor vehicle fuel taxes, that the refunding bonds be secured by the same
taxes in addition to the pledge of the state’s full faith and credit and taxing power.

The Legislature has established a statutory scheme for the distribution and expenditure for various
purposes of specified percentages of motor vehicle and special fuels excise taxes received in the motor
vehicle fund. However, the Legislature has provided that nothing in those provisions may be construed to
violate the terms and conditions of any highway construction bond issues authorized by statute and whose
payment is by such statute pledged to be paid from any excise taxes on motor vehicle and special fuels.
With the pledge of the aggregate of motor vehicle and special fuels excise taxes for payment of the
principal of and interest on all motor vehicle fuel tax bonds currently authorized, that statutory scheme
can be characterized as a mandate as to which portion of such excise taxes should first be used to transfer
funds to the Highway and Ferry Bond Retirement Funds.

Appropriation Process

The Legislature is obligated to appropriate money for state debt service requirements. Appropriations
providing for the payment of bond principal and interest requirements on each series of bonds normally are
included in the omnibus appropriation act or occasionally in another appropriation act of each biennial
session. In addition, it has been the practice to provide in each omnibus appropriation act an appropriation
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of such additional money as may be required to satisfy bond covenants and laws for reserves, surplus funds
and other “set-asides.”

Generally, each bond statute provides that on or before June 30 of each year the Committee shall certify to
the State Treasurer the amount required for payment of bond principal and interest for the ensuing fiscal
year. For bonds authorized before the First Extraordinary Session of the 1977 Legislature on July 1 (in
some instances on June 30), the State Treasurer was required to transfer those funds from any state general
revenues, component or dedicated revenues, depending on the revenue pledge, to the specified bond fund.
For bonds authorized during the 1977 First Extraordinary Legislative Session and for all subsequent
authorizations made prior to the 1989 Legislative Session, the State Treasurer must transfer the funds
necessary to pay debt service to the respective bond redemption funds not less than 30 days prior to the
principal or interest payment date. For bonds authorized during and since the 1989 Legislative Session, the
State Treasurer must transfer the funds necessary to pay debt service to the respective bond redemption
funds on the principal or interest payment date.

The statutes(s) authorizing the bonds and other general obligations of the state require the Committee to
certify annually the amount needed to provide for payment of debt service and require the State Treasurer to
deposit “general state revenues” in such amount into the General Obligation Bond Retirement Fund from
time to time. The term “general state revenues” is defined in Article VIII in the State Constitution. Not all
money deposited in the General Fund-State constitutes general state revenues.

Some general obligation bond statutes provide that the General Fund-State will be reimbursed from discrete
revenues which are not considered general state revenues. For example, tuition fees charged by institutions
of higher education must reimburse the General Fund-State for payment of debt service for a number of
higher education construction bonds. Other similar reimbursement requirements apply to hospital patient
fees (for University of Washington Hospital Construction Bonds) and lease-rental proceeds (for Washington
State University Research Center Bonds). All of these required reimbursements have been made to date.

In addition, special hotel-motel tax proceeds collected in King County are pledged to reimburse the General
Fund-State debt service payments for the 1983 State Convention and Trade Center Bonds.

For motor vehicle fuel tax bonds, at least one year prior to the date any interest is due and payable on those
bonds or prior to the maturity date of any bonds, the Committee estimates, subject to the provisions of the
pledge of revenue, the percentage of the monthly receipts of the motor vehicle fund resulting from collection
of excise taxes on motor vehicle and special fuels that will be necessary to meet interest or bond payments
when due. Each month as such funds are paid into the Motor Vehicle Fund, the State Treasurer must
transfer such percentage of the monthly receipts from excise taxes on motor vehicle and special fuels in the
Motor Vehicle Fund to the Highway Bond Retirement Fund and the Ferry Bond Retirement Fund, the latter
of which is to be used for payment of the principal of and interest on the state ferry bonds when due. If in
any month it appears that the estimated percentage of money so transferred is insufficient to meet the
requirements for interest and bond retirement, the State Treasurer must notify the Committee, and the
Committee must adjust its estimates so that all requirements for interest and principal of all bonds issued
will be fully met at all times.

The state retains and expects to continue to retain a minimum surplus of funds in the Highway Bond
Retirement Fund pending the development of clear estimates of the consequences of energy conservation
measures and more definite Department of Transportation revenue projections.

With respect to state ferry bonds, concurrent with the distribution of motor vehicle and special fuel tax

revenue to the Ferry Bond Retirement Fund, the State Treasurer must transfer a like amount of funds from
the Puget Sound Capital Construction Account to the Motor Vehicle Fund.
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State Bonds Outstanding

The following table summarizes as of January 22, 2009, the state’s general obligation bonds and general
obligation bonds secured by motor vehicle fuel tax revenue.

General Obligation Bonds............cccoeveveerrenennnne. $ 9,439,189,833
Motor Vehicle Fuel Tax General Obligation....... 4,259,491,391

$ 13,698,681,224

An additional $2,046,023,029 principal amount of general obligation bonds and $6,913,663,366 principal
amount of motor vehicle fuel tax general obligation bonds will be authorized but unissued as of January 22,
2009.

The maximum annual debt service on all outstanding general obligation bonds of $928,526,555 was 16.07%
of general state revenues of $14.918 billion for the fiscal year ending June 30, 2008. Coverage of the
projected annual debt service on all outstanding motor vehicle fuel tax general obligation bonds is
3.39 times based upon estimated motor vehicle fuel tax revenues of $1.200 billion for the fiscal year ending
June 30, 20009.

Schedules

Schedules Nos. 1 through 3 show debt service on outstanding and proposed general obligation bonds and
motor vehicle fuel tax bonds and analyses of the various types of revenues pledged to secure these bonds.
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SCHEDULE NO. 1 (Combined — General State Revenues and Components,

Motor Vehicle Fuel Tax, and Other Revenues)

TOTAL BONDS OUTSTANDING AND JANUARY 22, 2009, BOND OFFERING

Fiscal Year

Ending Outstanding 1/22/2009 January 22, 2009, Bond Offering ®
June 30th Principal Interest Principal Interest Total ©
2009 $ 60,337,581 $ 30,035,814 $ - $ - $ 90,373,395
2010 594,417,538 642,339,034 8,245,000 19,874,263 1,264,875,836
2011 579,763,541 617,014,765 9,080,000 19,183,400 1,225,041,706
2012 574,918,890 594,163,483 9,445,000 18,820,200 1,197,347,573
2013 601,553,288 564,376,697 9,825,000 18,411,700 1,194,166,685
2014 631,006,540 534,501,698 10,215,000 17,920,450 1,193,643,688
2015 661,839,557 514,640,191 10,630,000 17,409,700 1,204,519,448
2016 683,689,481 500,094,981 11,050,000 16,878,200 1,211,712,662
2017 689,764,784 492,050,187 11,605,000 16,325,700 1,209,745,671
2018 673,058,144 459,478,794 12,185,000 15,745,450 1,160,467,388
2019 661,448,200 432,647,844 12,795,000 15,258,050 1,122,149,093
2020 650,766,495 408,394,137 13,435,000 14,746,250 1,087,341,882
2021 613,175,193 352,210,126 14,105,000 14,074,500 993,564,819
2022 604,587,106 304,429,679 14,845,000 13,369,250 937,231,035
2023 594,117,167 278,228,774 15,625,000 12,627,000 900,597,941
2024 590,194,322 254,140,694 16,445,000 11,845,750 872,625,766
2025 564,199,917 228,815,380 17,310,000 11,023,500 821,348,798
2026 547,900,654 203,118,719 18,215,000 10,158,000 779,392,373
2027 516,708,610 178,182,688 19,175,000 9,247,250 723,313,548
2028 473,516,468 156,685,612 20,185,000 8,288,500 658,675,580
2029 456,271,913 136,539,237 21,245,000 7,279,250 621,335,400
2030 409,835,835 116,119,915 22,355,000 6,217,000 554,527,750
2031 332,740,000 37,965,950 23,530,000 5,099,250 399,335,200
2032 279,665,000 22,164,125 24,765,000 3,922,750 330,516,875
2033 197,555,000 9,230,913 26,125,000 2,684,500 235,595,413
2034 55,650,000 1,391,250 27,565,000 1,378,250 85,984,500
$ 13,298,681,224 $ 8,068,960,687 $ 400,000,000 $ 307,788,113 $ 22,075,430,024
Note: Totals may not add due to rounding.
(1) Outstanding Bonds by Revenue Pledge Principal Interest
(a) General State REVENUES........ccueiiiiuiiiieiiieceiie ettt ettt eanaeeeeaaeeeanes $ 9,169,189,833 $ 5,164,828,463
(b) Motor Vehicle Fuel Tax 4,129,491,391 2,904,132,224
Total Bonds Outstanding $ 13,298,681,224 $ 8,068,960,687
(2) January 22, 2009, Bond Offering
(a) Series 2009C, dated 1/22/2009 $ 270,000,000 $ 207,694,956
(b) Series 2009D, dated 1/22/2009 130,000,000 100,093,158
Total January 22, 2008 Offering. $ 400,000,000 $ 307,788,113
(3) Total Bonds Outstanding Following January 22, 2009, Offering.........cc.cceceeuveurens $ 13,698,681,224 $ 8,376,748,800

(4) Interest payments are only estimates and are subject to change from time to time as market conditions change.
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SCHEDULE NO. 2

Outstanding
General State Revenues and Components
Motor Vehicle Fuel Tax Revenue

Total - Outstanding

Annual Debt Service Requirements
Fiscal Year

Authorized -- Unissued

General State Revenues

Motor Vehicle Fuel Tax Revenue
Total - Unissued

Issued (New Money and Refunding)
Fiscal Year

SUMMARY - DEBT STRUCTURE BY REVENUE PLEDGE

General Obligation ®

6/30/2004

6/30/2005

6/30/2006

6/30/2007

6/30/2008

1/22/2009 @

7,215,204,278
2,113,536,136

7,575,311,302
2,404,758,801

$

7,702,642,072
2,881,445,657

$ 8,304,968,946

3,368,311,634

$ 9,003,114,410

4,004,259,674

$ 9,439,189,833
4,259,491,391

9,328,740,413

9,980,070,103

$ 10,584,087,730

$ 11,673,280,580

$ 13,007,374,085

$ 13,698,681,224

827,723,419

2,446,723,029
3,655,958,864

896,463,314

3,165,528,029
3,087,256,199

$

$

939,827,748

2,909,033,029
7,540,254,343

$ 1,013,402,558

$ 3,858,263,029

6,945,663,366

$ 1,104,194,376

$ 2,879,113,029

7,303,663,366

$ 1,229,729,975

$ 2,046,023,029
6,913,663,366

6,102,681,893

6,252,784,228

$ 10,449,287,372

$ 10,803,926,395

$10,182,776,395

$ 8,959,686,395

1,624,334,200

(1) No limited obligation debt ais outstanding or authorized.
(2) Includes current Bond offering dated January 22, 2009.

Note: Totals may not add due to rounding.

1,523,297,666

$

1,558,261,856

$ 2,452,060,976

$ 1,891,150,000

$ 1,223,090,000
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SCHEDULE NO. 3

TOTAL DEBT SERVICE REQUIREMENTS

by Pledge of Revenues
Fiscal
Year General State Motor Vehicle Total
Ending Revenues Fuel Tax Total Total Debt Service
June 30th (or Components) Revenues Principal Interest Requirements

2009 $911,038,653 $318,691,323 $592,120,442 $637,609,533 $1,229,729,975
2010 928,526,555 336,349,281 602,662,538 662,213,297 1,264,875,836
2011 893,846,361 331,195,345 588,843,541 636,198,165 1,225,041,706
2012 870,163,756 327,183,817 584,363,890 612,983,683 1,197,347,573
2013 864,693,806 329,472,880 611,378,288 582,788,397 1,194,166,685
2014 855,431,786 338,211,902 641,221,540 552,422,148 1,193,643,688
2015 867,584,481 336,934,968 672,469,557 532,049,891 1,204,519,448
2016 866,303,360 345,409,302 694,739,481 516,973,181 1,211,712,662
2017 855,427,111 354,318,560 701,369,784 508,375,887 1,209,745,671
2018 809,354,431 351,112,957 685,243,144 475,224,244 1,160,467,388
2019 769,034,616 353,114,478 674,243,200 447,905,894 1,122,149,093
2020 735,888,492 351,453,390 664,201,495 423,140,387 1,087,341,882
2021 653,497,294 340,067,525 627,280,193 366,284,626 993,564,819
2022 597,580,025 339,651,010 619,432,106 317,798,929 937,231,035
2023 572,503,213 328,094,729 609,742,167 290,855,774 900,597,941
2024 546,550,038 326,075,729 606,639,322 265,986,444 872,625,766
2025 496,370,200 324,978,598 581,509,917 239,838,880 821,348,798
2026 456,777,400 322,614,973 566,115,654 213,276,719 779,392,373
2027 414,390,788 308,922,760 535,883,610 187,429,938 723,313,548
2028 372,034,700 286,640,880 493,701,468 164,974,112 658,675,580
2029 345,852,425 275,482,975 477,516,913 143,818,487 621,335,400
2030 297,362,250 257,165,500 432,190,835 122,336,915 554,527,750
2031 246,733,225 152,601,975 356,270,000 43,065,200 399,335,200
2032 209,775,300 120,741,575 304,430,000 26,086,875 330,516,875
2033 155,428,288 80,167,125 223,680,000 11,915,413 235,595,413
2034 58,582,625 27,401,875 83,215,000 2,769,500 85,984,500
Total $15,650,731,176 $7,564,055,428 $14,230,464,085 $8,984,322,520 $23,214,786,605

(1) Includes current Bond offering dated January 22, 2009.

Note: Totals may not add due to rounding.



SELECTED DEBT RATIOS

Debt Ratios
Total State Debt/
State Debt/ Debt Service/ Market Value
State Debt Personal Income Personal Income Taxable Property
Year Per Capita (Percentage) (Percentage) (Percentage)
2005 $ 1,636.63 4.52% 0.41% 1.64%
2006 1,706.27 4.42% 0.41% 1.54%
2007 1,907.66 4.66% 0.42% 1.47%
2008 * 2,053.11 4.90% 0.45% 1.39%
2009 * 2,048.16 4.81% 0.44% 1.41%
Factors for the Debt Ratios
Personal Debt Market Value
Population Income @ Service @ Taxable Property @ State Debt ©
Year (000) (000,000) (000) (000) (000)
2005 6,256.40 $ 226,577 $ 939,828 $ 625,111,698 $ 10,239,381
2006 6,375.60 245,930 1,013,403 707,348,409 10,878,525
2007 6,488.00 265,609 1,104,194 844,113,769 12,376,911
2008 * 6,587.60 276,189 1,229,730 973,042,989 13,525,096
2009 * 6,688.30 284,514 1,264,876 973,042,989 13,698,681

(1) Population -- Office of the Forecast Council, "Washington Economic and Revenue Forecast November 2008," Table AS.1.

(2) Personal Income -- Office of the Forecast Council, "Washington Economic and Revenue Forecast November 2008," Table A3.3.

(3) Debt Service -- Reported by the State Finance Committee for the ensuing fiscal year.

(4) True and fair market value (100%) as reported by the Department of Revenue for state taxes due and payable in calendar years
2004 through 2007 -- Department of Revenue, "Property Tax Statistics 2008," Table 25. Under current law, business inventories
are exempt from any property tax.

(5) State Debt -- Reported by the Office of State Treasurer for December 31 each year. Outstanding as of January 22, 2009.

* Estimate.

State Bonded Debt by Source of Payments

General Obligation

Payable from General State ReVenues ...........cccocceveeererincncncnenene $8,463,471,574 W
First Payable from Other SOUICES ............veervverrresseeersesesseereseenne 5,235,209,650 @
Limited ObIIZAtion ........cccoveerieererieririeririeieienieiesiereseeere e eenes 0 $13,698,681,224

General Obligation Debt

Payable From First Payable Total
General State from State Bonded
Revenues Other Sources Debt
Debt to True Market Value..........cccoecvevernirveniennne 0.87% 0.54% 1.41%
Per Capita Debt........ccovoiviviririnieeeecceiccceees $1,265.41 $782.74 $2,048.16

(1) Outstanding bonds as of January 22, 2009.

(2) Certain state general obligation bonds are payable first from sources other than general state revenues ($975,718,259 from
tuition fees, patient fees, admissions taxes, parking taxes, certain King County sales and use taxes, or hotel and motel taxes)
and are additionally full faith and credit obligations of the state.
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OTHER OBLIGATIONS

Certificates of Participation/Financing Contracts

The 1989 Legislature authorized financing contracts for personal and real property. The state currently has
in place a program that provides for the financing of equipment and real estate projects by competitive sale
of certificates of participation in master financing contracts. The state’s obligations are subject to
appropriation.

The Committee is charged with oversight of financing contracts entered into by the state and related policy
guidelines (RCW 39.94.040). At the start of each biennium, the Office of the State Treasurer, as staff to the
Committee, reports on prior usage of financing contracts and presents a proposed financing plan for the
upcoming biennium. In addition, the Committee is required from time to time to establish an aggregate
principal amount payable for financing contracts entered into by the state. At its May 15, 2007 meeting, the
Committee (i) approved a proposed finance plan totaling $427,311,000 plus financing expenses and required
reserves (not including the Department of Information Services’ Wheeler block project) for Financing
Contracts that may be entered into by the state during the 2007-2009 Biennium, and a threshold of
$20,000,000 for financings requiring individual approval by the Committee, and (ii) established for the
2007-2009 Biennium a maximum aggregate principal amount payable of $1,180,000,000 under financing
contracts. In addition, the Committee approved the issuance of any refinancing contract that meets the
Committee’s Debt Issuance Policy’s savings threshold.

The following table displays outstanding state certificates of participation/financing contracts as of
February 23, 2009.
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CERTIFICATES OF PARTICIPATION/FINANCING CONTRACTS

DOE Refunding 2001

Washington State Patrol, 1997 - Port Angeles Office
Whatcom Community College, 1997 - Child Care Center
UW, McCarty-Lander, 2001C

WA Liquor Control Board Warehouse Expansion 2006l
GA, Kelso Building and Land, 2000

Equipment Series, Competitive; since 1997

Bellevue, Spokane Falls, Shoreline & Edmonds CCs, 2001E
Veterans Affairs, 2001

Master Installment Program -- RE, 1993

LOCAL Real Property B - Taxable

DOE Refunding 2003B

Dept Personnel Human Resources Systems, 2004D
LOCAL Real Property

Tacoma, Peninsula, Green River & Whatcom CCs, 2001A
DOL, WSP, Vancouver and Union Gap Project, Series 1998
Washington State Convention and Trade Center
Edmonds CC - Music Building, 2000C

SOS, Records Center EWU, 2002

WSU - 2006A Refunding of 1996A Consolidated Info Cntr
GA, Yakima Building Project, 1999B

Whatcom, Columbia Basin & Yakima CC, 2000A
Columbia Basin CC, 2004F

GA, Tacoma Co-location Project, 1996

South Puget Sound Community College, 1999

Bates Technical College-Communications Center, 2000B
Quarterly Pooled Financings; since 2004

DOC, 2001 Workrelease Facility- Spokane Brownstone
UW, 1999, Sandpoint & Primate Center

UW, Sandpoint Phase 2, 2001A

UW, Husky Den, 2001B

UW, Sandpoint Phase 2B, 2001D

UW, Sand Point Bldg 29, 2002A

GA, Olympia Capitol Court and Federal Building, 1999A
GA, Isabella Bush Record Center, 2002

UW, Sand Point Bldg 5 Phase |IC 2002E

Bellevue Community College, RE-2003C

Highline Community College, RE-2003F

CWU, Edmonds, 2002D

Big Bend, Clark, Spokane, SPSC, Walla Wall CCs, 2004A
UW, Sandpoint Bldgs 5and 29, RE-2003E

DOT Acquisitions, CCs and Adams Cnty COP Series 2005D
DOC, 2005B, Tumwater and Airway Heights

GA Cherberg Bldg Rehabilitation, COP Series 2006D

St Board for Cmmity & TechColleges, COP Series 2006C
WA CTC (Shoreline) COP Series 2006G

CTC & Pend Oreille FD 3 COP Seriece 2006F

WA COP-CTC(Edmonds, Pierce) & Parks (Camas), Series 2(
WA COP WSU, CTC, GA, Franklin Cnty, 2007A

COP-CTC (Tacoma & Columbia), Mason County & port Roy
Pooled State and Local Real Estate, 2008B

Pooled State and Local Real Estate, 2009A
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2007-2009

Debt Service Final

Outstanding Requirement Maturity
) 21,430,000 12,070,050 2012
215,000 119,148 2012
365,000 163,420 2013
2,645,000 1,190,556 2013
12,350,000 5,778,798 2014
2,700,000 922,398 2015
15,467,789 15,010,471 2015
1,415,000 1,557,290 2015
2,525,000 744,629 2016
1,390,000 1,185,740 2016
160,000 68,675 2016
25,715,000 2,280,975 2016
27,730,000 8,249,578 2016
2,937,188 1,298,562 2017
3,005,000 927,909 2017
4,395,000 1,113,400 2018
149,810,000 27,568,490 2018
2,840,000 713,589 2018
9,100,000 2,257,595 2018
5,210,000 1,473,375 2018
5,940,000 1,453,125 2019
3,525,000 948,305 2020
7,125,000 1,497,535 2020
10,070,000 2,720,843 2020
3,355,000 897,574 2020
2,865,000 641,021 2020
139,872,173 66,484,732 2020
2,270,000 473,083 2021
6,105,000 2,215,280 2021
1,205,000 247,898 2021
4,750,000 954,294 2022
2,790,000 552,665 2022
3,805,000 745,830 2022
7,950,000 1,458,631 2022
3,165,000 576,798 2023
2,105,000 399,783 2023
13,000,000 2,304,155 2023
10,355,000 1,829,388 2023
4,010,000 777,255 2023
9,720,000 2,512,235 2024
3,670,000 619,815 2024
13,845,000 3,033,945 2025
8,330,000 1,364,790 2025
7,480,000 1,178,538 2026
8,845,000 1,742,688 2026
14,255,000 2,353,575 2026
14,940,000 2,441,048 2026
16,365,000 1,309,679 2027
14,725,000 2,509,813 2027
17,620,000 1,455,934 2028
29,025,000 604,857 2028
51,170,000 - 2029

735,657,150 192,999,754



In 1998, the Legislature authorized the state to enter into financing contracts on behalf of certain local
government agencies for the acquisition of real and personal property. Pursuant to that authorization, the
State Treasurer established the state’s Local Capital Asset Lending Program under which certain local
government agencies with taxing power may enter into financing contracts with the state for the acquisition
of real and personal property. The obligations of local agencies under financing contracts with the state are
general obligations to which the local agencies pledge their full faith and credit to make required payments.
Local agency payments received by the state are used to make payments on master financing contracts of
the state. The state incurs a contingent obligation to make payments on behalf of a local agency in the event
a local agency fails to make its required payment. This contingent payment obligation of the state is subject
to appropriation by the Legislature and executive order reduction by the Governor.

Other Contingencies
The following table displays other contingencies as of December 31, 2008.

2005-2007
Debt Service Final
Qutstanding Requirement Maturity
Tumwater Office Properties Lease Revenue Bonds, 2004 $55,685,000 $6,796,076 2028

School Bond Guarantee Program

During the 1999 Legislative Session, the Legislature passed Senate Joint Resolution 8206, effectively
creating a Washington State school district credit enhancement program. The program’s purpose is to
provide savings to state taxpayers by pledging the full faith and credit of the state to the payment of voter-
approved school district general obligation bonds. Since the program authorization required a constitutional
amendment, the proposed law was submitted to a vote of the electorate, who passed the constitutional
amendment in November 1999 by a vote of 60 percent to 40 percent. The program is authorized in chapter
39.98 RCW.

Each school district is responsible for paying in full the principal of and interest on its bonds guaranteed by
the state under the guarantee program. If sufficient money to make any scheduled debt service payment on
guaranteed bonds of a school district has not been transferred to the paying agent in a timely manner, the
State Treasurer will transfer sufficient money to the paying agent for such payment. The State Treasurer will
recover from the District any funds paid by the state on behalf of a school district under the guarantee
program in a manner consistent with chapter 39.98 RCW.

As of October 27, 2008, the aggregate total principal amount outstanding on 439 voter-approved bonds
guaranteed by the program is $7.582 billion. The bonds were issued by 192 school districts.

Workers’ Compensation Program

The Workers” Compensation Program insures approximately 70 percent of the work force in the state,
excluding self-insured employers and their employees, against work-related accidents and medical claims.
The program has three main components: Accident, Medical Aid and Supplemental Pension. Accident
Fund premiums are paid by employers while premiums for the Medical Aid and Supplemental Pension
Funds are shared equally by employers and employ