
OLYMPIA, WASHINGTON 
 

May 22, 2008 
 
The State Finance Committee met in a special meeting after notice duly given to the press and 
radio of Thurston County. 
 
Present:  Michael J. Murphy, State Treasurer 
   Christine O. Gregoire, Governor 
 
Also Present:  Allan J. Martin, Office of the State Treasurer 

Richard A. Patrick, Office of the State Treasurer 
   William Tonkin, Foster Pepper PLLC 
   Pam Johnson, Office of the State Treasurer 
   Nancy Adams, Office of the State Treasurer 
   Darlene DeRose, Montague DeRose & Associates 
   Svein Braseth, Office of the State Treasurer 
   Andrew Scott, Attorney General's Office 
   Jenny Poreé, Montague DeRose & Associates 
   Karl Roeber, Office of the State Treasurer 
   Shad Pruitt, Office of the State Treasurer 
   Doug Vaughn, Department of Transportation 
   Jeff Caldwell, Department of Transportation 

Susan Musselman, DashenMusselman, Inc. 
   Sue Melvin, Office of the State Treasurer 

Scott Bauer, DashenMusselman, Inc. 
   Noah Crocker, Office of the State Treasurer 
   Wendy Kancianich, Office of the State Treasurer 
   Nancy Notter, Office of the State Treasurer 
   Susan Penley, Office of the State Treasurer 
   Wolfgang Opitz, Office of Financial Management 
   Dan Mason, Office of the State Treasurer 
   Tom Saelid, Office of Financial Management 
   Sandi Triggs, Office of Financial Management 
   Victor Moore, Office of Financial Management 
   Dean Torkelson, Seattle-Northwest Securities 

Carly Patrick, Guest 
   Shelly Sweeney, Office of the State Treasurer 
 

Chairman Murphy called the meeting to order.   
  

Governor Gregoire moved to approve the minutes of the January 8, 2008 State Finance 
Committee meeting.  Chairman Murphy seconded the motion.  The motion passed and the 
minutes were adopted. 

 
Chairman Murphy asked Mr. Patrick to clarify a change to today's agenda.  Mr. Patrick 

explained that the Department of Information Services (DIS), which is the agency that requested 



that the Wheeler Block financing be added to this agenda, requested yesterday that agenda item 8 
be removed from the agenda and that he had honored that request.  He further explained that DIS 
Director, Gary Robinson, cited a State Environmental Policy Act (SEPA) appeal. 
 

Chairman Murphy told Mr. Patrick that before this item is scheduled in the future, he had 
some concerns about whether the project was actually even ready to be brought before the 
Committee.  He knows the Legislature has charged DIS with an aggressive project delivery 
schedule, and stated that his staff has been told negotiations and project design are still ongoing.   
 

Chairman Murphy shared his concern that a rush to deliver the project, in a period where 
concrete and steel prices are rising, has resulted in an extraordinary price escalation – one 
estimate of the price is now as much as $438 million; repayment of that principal along with 
interest is estimated at $919 million. He further stated that every debt repayment estimate his 
office has seen is over $800 million.  He explained that the risk of delay while the SEPA Appeal 
is resolved could raise the cost even more.   
 

He said that the credit rating agencies will view this as state debt and count it against 
their calculation of Washington’s debt capacity.  He said we don’t know what that debt capacity 
calculation is, and at this point we don’t know what the project cost will be.  He noted that he has 
outlined his other concerns about the state’s credit rating in a letter of May 19. 
 

Further, the accelerated project delivery schedule has resulted in a choice of project 
delivery method and financing that technically makes this the most expensive project on the 
capitol campus and exempt from public works laws.  He is concerned about that.  Chairman 
Murphy does not think the public and the taxpayers of Washington State will understand why 
this project isn’t public works and would not like to explain it to contractors and local 
government jurisdictions working on capital projects that bend over backwards when they have 
to meet public works requirements.  
 

Chairman Murphy referred to the Office of the State Treasurer's January 2006 report that 
states there are still some unsettled legal questions, along with certain risks, associated with the 
use of 63-20 bonds.  Further detail can be found in the report. 
 

He agreed with DIS, that until certification can be made that all the requirements 
stipulated by the legislation authorizing the financing have been met, this project should not be 
brought before this committee.  Thus far OST has not received a complete certification from the 
Office of Financial Management (OFM). There is no compelling argument to conclude that the 
Legislature intended that the certification by OFM, as prepared by DIS, would exclude any parts 
of the Wheeler Project from the 110 percent limitation of equivalent rents in Thurston County.  
The partial certification filed by OFM on March 28 set this number at $33.80 per square foot.  
The entire project, whether office buildings or data center, will be held to this amount.  It is 
instructive to note that immediately following the section of the statute that authorized the 
Wheeler Project, there are two projects with fixed dollar amounts, the Executive Office Building 
and the Heritage Building.  Since there was no fixed dollar amount for the Wheeler Project, it is 
also easily concluded that the Legislature intended that the certification to the State Treasurer 
would act as a limitation. The Legislature did not make a distinction between various parts of the 
project and thus the Treasurer concluded that the dollar per square foot limitation applied to the 



entire project.  To conclude otherwise would make no sense. If there were no limit to the data 
center that would be the equivalent of a “blank check.” He stated that in his 36 sessions working 
with the Legislative branch that would be unheard of. 
 

Chairman Murphy concluded by stating that, in the future, following a certification by 
OFM to the State Treasurer, then and only then, is this matter properly before the State Finance 
Committee.  Since he has not approved nor agreed to the methodology of certification by OFM, 
this matter can only be properly heard by the State Finance Committee when this has been 
accomplished.   

 
Mr. Patrick stated that agenda item 7 had also been pulled, as there is no need to raise the 

maximum aggregate principle amount payable until more is known about this project. 
 
Chairman Murphy reminded Governor Gregoire that the Office of the State Treasurer 

prepares an estimated plan of financing contract issuance at the beginning of each biennium for 
the State Finance Committee and the Committee then sets a limit on the aggregate principal 
amount payable for financing contracts for the biennium. The Wheeler project would have 
substantially exceeded the approved amount. This would have required a modification of the 
original motion to include the Wheeler financing.  However, since the amount to be financed is 
not yet known, and agenda item 8 has been removed from the agenda, it would be too early to 
modify the limit.  

 
 Mr. Patrick said proposed Resolution No. 1067 provides for the issuance and sale of not 
to exceed $492,505,000 State of Washington Various Purpose General Obligation Bonds, Series 
2009A, authorized by Chapter 147, Laws of 2003; Chapter 18, Laws of 2003, 1st Sp. Sess.; 
Chapter 167, Laws of 2006; Chapter 521, Laws of 2007; Chapter 179, Laws of 2008; and 
Chapter 39.42 RCW for the purpose of providing funds to pay and reimburse state expenditures 
for various state capital projects; fixing the date, form, terms, maturities, redemption provisions 
and covenants of the Bonds; providing for certain other provisions safeguarding the payment of 
the principal thereof and interest thereon; and authorizing and directing the sale of said Bonds. 
 

Mr. Patrick said that the Series 2009A Bonds will be used to fund cash flow requirements 
for construction of state capital projects, state buildings and facilities for institutions of higher 
education, correctional facilities, skill centers facilities, and multimodal transportation projects.  
Bond proceeds from this proposed issue are to be deposited or transferred to the following funds:  
State Building Construction Account (fund 057), Multimodal Transportation Account (fund 
218), Gardner-Evans Higher Education Construction Account (fund 357), and School 
Construction and Skill Centers Account (fund 359). 

 
The Series 2009A Bonds are tax-exempt current interest Bonds.  The interest will be paid 

semi-annually on the outstanding principal.  Together, the debt service payments of Series 
2009A Bonds and the Series 2009T Bonds (collectively, the “Bonds”) are structured to produce 
an approximate level debt service over the life of the Bonds. 
 

Mr. Patrick presented proposed Resolution 1067 to the committee. 
 



Resolution 1067 authorizes the issuance and sale of not to exceed $492,505,000 
State of Washington Various Purpose General Obligation Bonds, Series 2009A, 
authorized by Chapter 147, Laws of 2003; Chapter 18, Laws of 2003, 1st Sp. 
Sess.; Chapter 167, Laws of 2006; Chapter 521, Laws of 2007; Chapter 179, 
Laws of 2008; and Chapter 39.42 RCW. 

 
 Governor Gregoire moved to adopt Resolution 1067.  Chairman Murphy seconded the 
motion and the resolution was adopted. 
 
 Mr. Patrick said proposed Resolution No. 1068 provides for the issuance of Motor 
Vehicle Fuel Tax General Obligation Bonds, Series 2009B, of the state, in the principal amount 
of not to exceed $260,000,000, authorized by Chapter 147, Laws of 2003 (RCW 47.10.861); 
Chapter 315, Laws of 2005 (RCW 47.10.873); and Chapter 39.42. RCW for the purpose of 
providing funds to pay and reimburse state expenditures for construction of selected 
transportation 2003 projects or improvements, and construction of 2005 transportation 
partnership projects or improvements; fixing the date, form, terms, maturities, redemption 
provisions and covenants of the bonds; providing for certain other provisions safeguarding the 
payment of the principal thereof and interest thereon; and authorizing and directing the sale of 
said bonds. 
 
 Mr. Patrick called the committee's attention to a letter from Secretary Paula Hammond of 
the Department of Transportation that sets forth the request for funds.   
 
 The Series 2009B Bonds are tax-exempt current interest bonds. The interest will be paid 
semi-annually on the outstanding principal.  The Series 2009B Bonds are structured to produce 
an approximate level debt service over the life of the Bonds. 
 

Mr. Patrick presented proposed Resolution 1068 to the committee. 
 

Resolution 1068 authorizes the issuance and sale of not to exceed $260,000,000 
State of Washington Motor Vehicle Fuel Tax General Obligation Bonds, Series 
2009B, authorized by Chapter 147, Laws of 2003 (RCW 47.10.861); Chapter 315, 
Laws of 2005 (RCW 47.10.873); and Chapter 39.42 RCW. 
 

 Governor Gregoire moved to adopt Resolution 1068.  Chairman Murphy seconded the 
motion and the resolution was adopted. 
 
 Mr. Patrick said proposed Resolution No. 1069 provides for the issuance and sale of not 
to exceed $70,585,000, State of Washington General Obligation Bonds, Series 2009T (Taxable), 
authorized by Chapter 521, Laws of 2007; and Chapter 39.42 RCW, for the purpose of providing 
funds to pay expenditures from the state taxable building construction account; fixing the date, 
form, terms, maturities, redemption provisions and covenants of the bonds; providing for certain 
other provisions safeguarding the payment of the principal thereof and interest thereon; and 
authorizing and directing the sale of said bonds. 
 

Mr. Patrick said that the Series 2009T Bonds will be used to fund cash flow requirements 
for housing assistance, weatherization and affordable housing project expenditures: 



The Housing Trust Fund (“HTF”) – $69,585,000.  HTF within the Washington State 
Department of Community, Trade & Economic Development (“CTED”) helps provide 
safe and affordable housing in communities throughout the state.  HTF supports the 
construction or rehabilitation of more than 4,500 housing units each biennium. 

 
The trust fund provides low-interest loans and grants from bond proceeds to private non-
profit entities, which may include charitable 501(c) (3) or other nongovernmental 
organizations.   
 
Community Economic Revitalization Board (“CERB”) – $1,000,000.  CERB within 
CTED provides local governments low-interest loans and sometimes grants to help 
finance public facility projects needed for private sector expansion and job creation. 
Certain CERB loans are used to finance the construction of general purpose industrial 
buildings which the local governments lease to private business purposes.  Lease 
payments received by the local government from the private business lessee can be 
expected to be used, directly or indirectly, by the local government to make its loan 
payments to CERB.  In these cases, proceeds of state bonds used to fund the CERB loans 
would be treated as used for private business use because of the ultimate use of the 
financed building that is leased to private business, and the state would receive payments 
from the local government (loan payments) that would be treated as payments “in respect 
of” property used for private business use.   
 
The Series 2009T Bonds are taxable current interest bonds.  The interest will be paid 

semi-annually on the outstanding principal.  Together, the debt service payments of Series 2009T 
Bonds and the Series 2009A Bonds (collectively, the “Bonds”) are structured to produce an 
approximate level debt service over the life of the Bonds. 

 
Mr. Patrick presented proposed Resolution 1069 to the committee. 

 
Resolution 1069 authorizes the issuance and sale of not to exceed $70,585,000 
State of Washington General Obligation Bonds, Series 2009T (Taxable), 
authorized by Chapter 521, Laws of 2007; and Chapter 39.42 RCW. 

 
 Governor Gregoire moved to adopt Resolution 1069.  Chairman Murphy seconded the 
motion and the resolution was adopted. 
 
 Chairman Murphy mentioned to the Governor that Assistant Treasurer Allan Martin 
provided him with a letter that capsulated a conversation he had with Moody's Ratings relative to 
the Wheeler Block Project. 
 

Chairman Murphy then provided the Governor with a draft press release regarding the 
reasons for removal of agenda item 8 and explained that because of press coverage in local 
newspapers, he wanted to provide clarity thus far as to what OST knows about the project.  After 
her review, Governor Gregoire indicated that her understanding of why the project was pulled 
from the agenda was the SEPA appeal, and not the proposed financing.  As such, she indicated 
that she did not concur that it be a State Finance Committee press release; rather it should be an 
OST release. 



 
There being nothing further to come before the committee, the State Finance Committee 

meeting was adjourned at 10:22 a.m. 
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