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No dealer, broker, sales representative or other person has been authorized by the County to give any
information or to make any representations with respect to the Bonds 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 County. This Official Statement does not constitute an offer to
sell or the solicitation of an offer to buy, nor shall there be any sale of the Bonds 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 by the County from County records and from other
sources that the County believes to be reliable, but the County does not guarantee the accuracy or
completeness of such information. The information and expressions of opinion herein are subject to
change without notice, and neither the delivery of this Official Statement nor any sale of the Bonds shall,
under any circumstances, create any implication that there has been no change in the affairs of the
County since the date hereof.
The County makes no representation regarding the accuracy or completeness of the information
provided in Appendix G—Book-Entry System, which has been furnished by DTC.
This Official Statement is not to be construed as a contract or agreement between the County and
purchasers or owners of any of the Bonds.
The public offering prices set forth on page i of this Official Statement may be changed from time to time
by the initial purchaser of the Bonds (the “Purchaser”). The Purchaser of the Bonds may offer and sell
the Bonds to certain dealers, unit investment trusts, or money market funds at prices lower than the
public offering prices set forth on page i of this Official Statement.
Certain statements contained in this Official Statement, including the appendices, reflect not historical
facts but forecasts and “forward-looking statements.” No assurance can be given that the future results
discussed herein will be achieved, and actual results may differ materially from the forecasts described
herein. In this respect, the words “estimate,” “project,” “anticipate,” “expect,” “intend,” “believe,”
and similar expressions are intended to identify forward-looking statements. All projections, forecasts,
assumptions, and other forward-looking statements are expressly qualified in their entirety by the
cautionary statements set forth in this Official Statement.
The website of the County or any County department or agency is not part of this Official Statement, and
investors should not rely on information presented on the County’s website, or any other website
referenced herein, in determining whether to purchase the Bonds. Information appearing on any such
website is not incorporated by reference in this Official Statement.
CUSIP is a registered trademark of the American Bankers Association. The CUSIP numbers herein are
provided by CUSIP Global Services, which is managed on behalf of the American Bankers Association
by S&P Global Market Intelligence. CUSIP numbers are provided for convenience of reference only.
CUSIP numbers are subject to change. The County takes no responsibility for the accuracy of such
CUSIP numbers.
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OFFICIAL STATEMENT
$154,560,000
KING COUNTY, WASHINGTON
LIMITED TAX GENERAL OBLIGATION REFUNDING BONDS
(PAYABLE FROM SEWER REVENUES), 2017
INTRODUCTION

This Official Statement contains certain information concerning the issuance by King County,
Washington (the “County”), of its Limited Tax General Obligation Refunding Bonds (Payable
from Sewer Revenues), 2017 (the “Bonds”). The Bonds are issued under and in accordance with
the provisions of chapters 35.58, 36.67, 39.46, and 39.53 of the Revised Code of Washington
(“RCW”) and the County Charter, and are authorized under the provisions of County
Ordinance 18116, passed on September 21, 2015 (the “Bond Ordinance”), and Motion 14967 of
the Metropolitan King County Council (the “County Council”) passed on October 2, 2017 (the
“Sale Motion”).
Quotations, summaries, and explanations of constitutional provisions, statutes, resolutions,
ordinances, motions, and other documents in this Official Statement do not purport to be
complete and are qualified by reference to the complete text of such documents, which may be
obtained from the Finance and Business Operations Division of the King County Department of
Executive Services, 500 Fourth Avenue, Room 600, Seattle, Washington 98104. Capitalized
terms that are not defined herein have the same meanings as set forth in the Bond Ordinance.
THE BONDS

Description
The Bonds will be dated and bear interest from the date of their initial delivery, will be fully
registered as to both principal and interest, and will be in the denomination of $5,000 or any
integral multiple thereof within each maturity of the Bonds. The Bonds initially will be
registered in the name of Cede & Co. as the nominee of The Depository Trust Company, New
York, New York (“DTC”). See “Book-Entry System.”
The Bonds will bear interest at the rates set forth on page i of this Official Statement, payable
semiannually on each January 1 and July 1, beginning January 1, 2018, to their maturities or
prior redemption. Interest will be computed on the basis of a 360-day year and of twelve 30-day
months. The Bonds will mature on the dates and in the years and amounts set forth on page i of
this Official Statement.
DTC will act as initial Securities Depository for the Bonds. Individual purchases may be made
in book-entry form only, and purchasers will not receive certificates representing their interest in
the Bonds purchased. For so long as Cede & Co. is the Registered Owner of the Bonds, as
nominee of DTC, references herein to the Registered Owners will mean Cede & Co. and will not
mean the Beneficial Owners of the Bonds.
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The principal of and interest on the Bonds are payable by the fiscal agent of the State of
Washington (the “State”) (currently U.S. Bank National Association) (the “Bond Registrar”).
For so long as any outstanding Bonds are registered in the name of Cede & Co., or its registered
assigns, as nominee of DTC, payments of principal of and interest on such Bonds will be made
in immediately available funds on the date such payment is due and payable at the place and in
the manner provided in the operational arrangements of DTC referenced in the Letter of
Representations. See “—Book-Entry System” and Appendix G—Book-Entry System.
Interest on each Bond not registered in the name of the Securities Depository is payable by
electronic transfer on the interest payment date or by check or draft of the Bond Registrar mailed
on the interest payment date to the Registered Owner of the Bond at the address appearing on the
Register on the Record Date. “Record Date,” for this purpose, means the 16th day preceding any
principal or interest payment date or redemption date. The County is not required to make
electronic transfers except pursuant to a request by a Registered Owner in writing received on or
prior to the Record Date and at the sole expense of that Registered Owner. Principal of and
premium, if any, on each Bond not registered in the name of DTC are payable upon presentation
and surrender of the Bond by the Registered Owner to the Bond Registrar.
Redemption of the Bonds
Optional Redemption. The County reserves the right to redeem outstanding Bonds maturing on
or after July 1, 2028, in whole or in part, at any time on or after July 1, 2027, at the price of par
plus accrued interest, if any, to the date fixed for redemption.
Selection of Bonds for Redemption. If fewer than all of the Bonds subject to optional
redemption are called for redemption, the County will choose the maturities to be redeemed. If
fewer than all of the Bonds of a single maturity are to be redeemed, DTC will select the Bonds
registered in the name of DTC or its nominee to be redeemed in accordance with the Letter of
Representations, and the Bond Registrar will select all other Bonds to be redeemed randomly, or
in such other manner as the Bond Registrar determines. In no event will any Bond be
outstanding in a principal amount that is not $5,000 or any integral multiple thereof.
Notice of Redemption. Notice of redemption of each Bond registered in the name of DTC or its
nominee will be given in accordance with the Letter of Representations. Notice of redemption of
each other Bond, unless waived by the owner of the Bond, will be given by the Bond Registrar
not less than 20 nor more than 60 days prior to the date fixed for redemption by first-class mail,
postage prepaid, to the Registered Owner of any Bond to be redeemed at the address appearing
on the registration books for the Bonds maintained by the Bond Registrar on the Record Date.
“Record Date,” for this purpose, means the day preceding the day on which notice of the call of
the Bond for redemption is mailed. The notice requirements of the Bond Ordinance will be
deemed to have been fulfilled when notice has been mailed as so provided, whether or not it is
actually received by any Owner.
Conditional Redemption; Rescission of Redemption. In the case of an optional redemption, the
notice of redemption may state that the County retains the right to rescind the redemption notice
and the redemption by giving a notice of rescission to the affected Registered Owners at any time
on or prior to the scheduled optional redemption date. Any notice of optional redemption that is
so rescinded will be of no effect, and each Bond for which a notice of optional redemption has
been rescinded will remain outstanding.
2

Effect of Redemption. Interest on each Bond called for redemption will cease to accrue on the
date fixed for redemption, unless either the notice of optional redemption is rescinded as
described above or money sufficient to effect such redemption is not on deposit in the Parity
Lien Obligation Bond Fund or in a trust account established to refund or defease the Bond.
Book-Entry System
Book-Entry Bonds. Each Bond registered in the name of DTC or its nominee will be held fully
immobilized in book-entry only form by DTC in accordance with the Letter of Representations.
Neither the County nor the Bond Registrar will have any obligation to DTC participants or the
persons for whom they act as nominees regarding accuracy of any records maintained by DTC or
any DTC participant. Neither the County nor the Bond Registrar will be responsible for any
notice that is permitted or required under the Bond Ordinance to be given to the Registered
Owners of Bonds registered in the name of DTC or its nominee except such notice as is required
to be given by the Bond Registrar to DTC.
The Bonds will initially be issued in denominations equal to the aggregate principal amount of
each maturity and will initially be registered in the name of Cede & Co., as the nominee of DTC.
The Bonds so registered will be held in fully immobilized form by DTC as Securities
Depository. For so long as the Bonds are registered in the name of DTC or its nominee, DTC or
its nominee will be deemed to be the Registered Owner for all purposes under the Bond
Ordinance, and all references to Registered Owners will mean DTC or its nominee and will not
mean the Beneficial Owners of the Bonds.
Registered ownership of any Bond registered in the name of DTC or its nominee may not be
transferred except to any successor Securities Depository, to any substitute Securities Depository
appointed by the County, or to any person if the Bond is no longer to be held by a Securities
Depository.
Substitute Securities Depository. Upon the resignation of DTC, or upon a termination of the
services of DTC by the County, the County may appoint a substitute Securities Depository.
Termination of Book-Entry System. If DTC resigns and the County does not appoint a substitute
Securities Depository, or the County terminates the services of the Securities Depository, the
Bonds will no longer be held in book-entry only form and the registered ownership of each Bond
may be transferred to any person as provided in the Bond Ordinance.
Purchase of Bonds
The County reserves the right and option to purchase any or all of the Bonds in the open market
or offered to the County at any time at any price acceptable to the County, plus accrued interest
to the date of purchase.
Refunding or Defeasance of Bonds
The County may issue refunding obligations pursuant to State law or use money available from
any other lawful source to carry out a refunding or defeasance plan, which may include
(i) paying when due the principal of and interest on any or all of the Bonds (the “Defeased
Bonds”), (ii) redeeming the Defeased Bonds prior to their maturity; and (iii) paying the costs of
the refunding or defeasance.
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If the County sets aside in a special trust fund or escrow account irrevocably pledged to that
redemption or defeasance (the “Trust Account”), money and/or Government Obligations
maturing at a time or times and bearing interest in amounts sufficient to redeem, refund, or
defease the Defeased Bonds in accordance with their terms, then all right and interest of the
Owners of the Defeased Bonds in the covenants of the Bond Ordinance and in the funds and
accounts obligated to the payment of the Defeased Bonds will cease and become void.
Thereafter, the Registered Owners of Defeased Bonds will have the right to receive payment of
the principal of and premium, if any, and interest on the Defeased Bonds solely from the Trust
Account and the Defeased Bonds will be deemed no longer outstanding. In that event, the
County may apply money remaining in any fund or account (other than the Trust Account)
established for the payment or redemption of the Defeased Bonds to any lawful purpose. Unless
otherwise specified by the County in a refunding or defeasance plan, notice of refunding or
defeasance will be given, and selection of Bonds for any partial refunding or defeasance will be
conducted, in the manner prescribed in the Bond Ordinance for the redemption of Bonds.
For purposes of the Bonds, Government Obligations will be defined in the Sale Motion to mean
direct obligations of or obligations the principal of and interest on which are unconditionally
guaranteed by the United States of America.

USE OF PROCEEDS

Purpose
The Bonds are being issued to refund certain bonds of the County (described below under
“Refunding Plan”) and to pay the administrative costs of the refunding and the costs of issuing
the Bonds.
Sources and Uses of Funds
The proceeds from the sale of the Bonds will be applied as follows:
SOURCES OF FUNDS

Par Amount of Bonds
Reoffering Premium

$

154,560,000
23,024,504

Total Sources of Funds

$

177,584,504

Deposit to Refunding Account
Costs of Issuance (1)

$

176,862,734
721,770

Total Uses of Funds

$

177,584,504

USES OF FUNDS

(1) Includes rating agency fees, municipal advisory fees, underwriter’s discount, legal fees, printing
costs, administrative costs of the refunding, other costs of issuing the Bonds, and approximately
$3,803 of additional proceeds.

Refunding Plan
A portion of the proceeds from the sale of the Bonds, along with accrued interest in the amount
of $2,712,891, will be used to refund the callable portion of the County’s outstanding Limited
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Tax General Obligation Refunding Bonds (Payable from Sewer Revenues), 2008 (the “Refunded
Bonds”), for the purposes of realizing debt service savings.
REFUNDED BONDS

Bond
Component

Maturity
Date

Interest
Rate

Par Amount

Redemption
Date

Redemption
Price

CUSIP
Number

Limited Tax General Obligation Refunding Bonds (Payable from Sewer Revenues), 2008
Serial

Term
Total

1/1/2019

5.00 %

1/1/2020

$

8,985,000

1/1/2018

100 %

49474E L50

5.00

9,385,000

1/1/2018

100

49474E L68

1/1/2021

5.00

9,820,000

1/1/2018

100

49474E L76

1/1/2024

5.00

11,265,000

1/1/2018

100

49474E M26

1/1/2025

5.00

11,775,000

1/1/2018

100

49474E M34

1/1/2026

5.00

12,310,000

1/1/2018

100

49474E M42

1/1/2027

5.00

12,860,000

1/1/2018

100

49474E M59

1/1/2028

5.00

13,440,000

1/1/2018

100

49474E M67

1/1/2034

4.75

85,790,000

1/1/2018

100

49474E M75

$ 175,630,000

Procedure. The County will enter into a Refunding Escrow Agreement with U.S. Bank National
Association, as Escrow Agent, to provide for the refunding of the Refunded Bonds. The
Refunding Escrow Agreement will create an irrevocable trust fund to be held by the Escrow
Agent and to be applied solely to the payment of the Refunded Bonds. The net proceeds of the
Bonds deposited with the Escrow Agent will be held in cash or invested in noncallable direct
obligations of the United States of America or obligations the payment of which is
unconditionally guaranteed by the United States of America (the “Escrow Securities”) that will
mature and bear interest at rates sufficient, together with cash held by the Escrow Agent, to pay
the principal of and accrued interest coming due on the redemption dates of the Refunded Bonds.
Verification of Calculations. The mathematical accuracy of the computations of the adequacy of
the maturing principal amounts of and interest on the Escrow Securities and cash on deposit to be
held by the Escrow Agent to pay principal of and interest on the Refunded Bonds as described
above will be verified by Causey Demgen & Moore P.C., independent certified public
accountants (the “Verification Agent”).

SECURITY AND SOURCES OF PAYMENT FOR THE BONDS

The Bonds are Parity Lien Obligations, which are limited tax general obligation bonds of the
County that are additionally secured by a pledge of and lien on Revenue of the System (defined
below under “Lien and Charge on Revenue of the System”), subject to Operating and
Maintenance Expenses (defined below under “Lien and Charge on Revenue of the System”) and
the payment of the Parity Bonds (defined below under “Outstanding Sewer System
Obligations”). The lien on Revenue of the System that secures the Parity Lien Obligations is
subordinate to the lien that secures the Parity Bonds.
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Pledge of Full Faith and Credit of the County
The Bonds are general obligations of the County. The County has irrevocably covenanted and
agreed that, for as long as any of the Bonds are outstanding and unpaid, each year it will include
in its budget and levy an ad valorem tax upon all the property within the County subject to
taxation in an amount that will be sufficient, together with all other revenues and money of the
County legally available for such purposes, to pay the principal of and interest on the Bonds as
the same become due. The County has irrevocably pledged that the annual tax to be levied for
the payment of such principal and interest will be within and as a part of the tax levy permitted to
counties without a vote of the people, and that a sufficient portion of the taxes to be levied and
collected annually by the County prior to the full payment of the principal of and interest on the
Bonds will be and is irrevocably set aside, pledged, and appropriated for the payment of the
principal of and interest on the Bonds. The full faith, credit, and resources of the County have
been irrevocably pledged for the annual levy and collection of those taxes and for the prompt
payment of the principal of and interest on the Bonds as the same become due. The Bonds do
not constitute a debt or indebtedness of the State or any political subdivision thereof, including
the Participants (as defined herein), other than the County.
State law provides that the payment of general obligation bonds is enforceable in mandamus
against the issuer. There is no express provision in the State Constitution or statutes on the
priority of payment of debt service on general obligations incurred by a Washington
municipality. Certain taxes and other money deposited in the County’s governmental funds are
restricted by State law to specific purposes and may not be available to pay debt service on the
Bonds. The rights and remedies of anyone seeking enforcement of the Bonds are subject to laws
of bankruptcy and insolvency and to other laws affecting the rights and remedies of creditors and
to the exercise of judicial discretion. See “Legal and Tax Information—Limitations on
Remedies and Municipal Bankruptcy.”
Lien and Charge on Revenue of the System
The Bonds are Parity Lien Obligations secured by a lien and charge on Revenue of the System
subject to Operating and Maintenance Expenses of the Sewer System, and junior, subordinate,
and inferior to the lien and charge on Revenue of the System that secures the Parity Bonds, equal
to the lien and charge on Revenue of the System that secures other Parity Lien Obligations, and
superior to all other liens and charges on Revenue of the System, including the liens that secure
the Junior Lien Obligations, the Multi-Modal LTGO/Sewer Revenue Bonds, the Subordinate
Lien Obligations, and the State Revolving Fund (“SRF”) Loans and Public Works Trust Fund
(“PWTF”) Loans, all of which are described below under “Outstanding Sewer System
Obligations.”
The “Sewer System” means the sewers and sewage disposal facilities now or hereafter acquired,
constructed, used, or operated by the County for the purpose of carrying out the County's
comprehensive water pollution abatement plan authorized by RCW 35.58.200 and defined in
Section 28.82.150 of the King County Code as the Comprehensive Sewage Disposal Plan,
adopted by Resolution No. 23 of the Metro Council on April 22, 1959, and all amendments
thereto, together with any amendments hereafter approved by ordinance of the County. The
Sewer System is defined in the Bond Ordinance as the “System.”
“Revenue of the System” means all the earnings, revenues, and money received by the County
from or on account of the operations of the Sewer System and the income from the investment of
6

money in the Revenue Fund or any account within such fund, but does not include any money
collected pursuant to sewage disposal agreements applicable to administrative costs of the
County other than costs of administration of the Sewer System.
“Operating and Maintenance Expenses” means all normal expenses incurred by the County in
causing the Sewer System to be maintained in good repair, working order, and condition and
includes payments to any private or governmental agency for the operation or maintenance of
facilities or for the disposal of sewage but excludes any allowance for depreciation.
For information on the Sewer System, including the sources of Revenue of the System, see “The
Sewer System,” particularly the information therein under the subheadings “The Participants”
and “Sewer Rates.”
Flow of Funds
Revenue of the System is required to be deposited into the Revenue Fund and used for the
following purposes and in the following order of priority (as more specifically described in the
Bond Ordinance):
(i)

to pay all Operating and Maintenance Expenses;

(ii)

to make all required deposits into the Parity Bond Fund to provide for the payment of
principal of and interest on Parity Bonds as the same become due and payable and to
make any Payment Agreement Payments with respect to any Parity Payment
Agreements;

(iii)

to make all payments required to be made pursuant to a reimbursement agreement or
agreements in connection with surety bonds or letters of credit for the Parity Bond
Reserve Account;

(iv)

to establish and maintain the Parity Bond Reserve Account;

(v)

to make all required payments of principal of and interest on the Bonds and other Parity
Lien Obligations and to make any Payment Agreement Payments under any Parity Lien
Obligation Payment Agreements;

(vi)

to make all required payments of principal of and interest on the Junior Lien Obligations,
to make all Payment Agreement Payments under any Payment Agreements entered into
with respect to any Junior Lien Obligations, and to make any payments required to be
made to providers of any credit enhancements or liquidity facilities for Junior Lien
Obligations;

(vii)

to make all required payments of principal of and interest on the Multi-Modal
LTGO/Sewer Revenue Bonds as the same become due and payable, to make all Payment
Agreement Payments under any Payment Agreements entered into with respect to MultiModal LTGO/Sewer Revenue Bonds, and to make any payments required to be made to
providers of credit enhancements or liquidity facilities for any Multi-Modal LTGO/Sewer
Revenue Bonds;

(viii)

to make all required payments of principal of and interest on the Subordinate Lien
Obligations as the same become due and payable;
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(ix)

to make all required payments of principal of and interest on indebtedness secured by a
lien on Revenue of the System that is junior and inferior to the Subordinate Lien
Obligations as the same become due and payable; and

(x)

to make all required payments of principal of and interest on the SRF Loans and PWTF
Loans.

Any surplus money that the County may have on hand in the Revenue Fund after making all
required payments set forth above may be used by the County:
(i)

to make necessary improvements, additions, and repairs to and extensions and
replacements of the Sewer System;

(ii)

to purchase or redeem and retire outstanding sewer revenue bonds of the County;

(iii)

to make deposits into the Rate Stabilization Fund (see “Rate Covenants—Rate
Stabilization Fund”); or

(iv)

for any other lawful purposes of the County related to the Sewer System.

Such other lawful purposes of the County may include repayment of interfund borrowing.
Outstanding Sewer System Obligations
The following table presents information on the outstanding obligations of the County’s Sewer
System (“Sewer System Obligations”) as of September 1, 2017, adjusted to reflect the issuance
of the Bonds and the refunding of the Refunded Bonds. See the table titled “Scheduled Debt
Service on All Obligations of the Sewer System” under “The Sewer System—Debt Service
Requirements Payable From Revenues of the Sewer System.”
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OUTSTANDING SEWER SYSTEM OBLIGATIONS

Principal Amount of
Sewer System Obligations
Outstanding

Sewer System Obligations
Parity Bonds

$ 2,427,730,000

2052

610,690,000

2039

400,000,000

2043

100,000,000

2040

221,251,848

2037

(1)

Parity Lien Obligations (LTGO)
Junior Lien Obligations

(2)

Multi-Modal LTGO/Sewer Revenue Bonds
SRF Loans and PWTF Loans

(3)

Total Sewer System Obligations Outstanding

Final Maturity

$ 3,759,671,848

(1) Includes the Bonds; excludes the Refunded Bonds. Excludes $3,010,000 of Limited Tax General
Obligation Bonds (Federally Taxable Qualified Energy Conservation Bonds), Series 2012F (the
“QECB Bonds”). Although debt service on the QECB Bonds is paid from Revenue of the System,
the County has not pledged Revenue of the System to the payment of the QECB Bonds. Debt service
payments on the QECB Bonds will be made from Revenue of the System remaining at the bottom of
the flow of funds listed above under “Flow of Funds” as another lawful purpose of the County related
to the Sewer System.
(2) Does not include $50 million in Junior Lien Obligations that are expected to be issued in late 2017 or
early 2018 as a direct purchase pursuant to a continuing covenant agreement with State Street Public
Lending Corporation.
(3) Does not include $30.0 million in undrawn loan commitments from the Washington State Department
of Ecology (“Ecology”). See “The Sewer System—Future Sewer System Financing Plans.”
Source: King County Finance, Business and Operations Division
PARITY BONDS. The County has outstanding 15 series of Parity Bonds, which are sewer
revenue bonds that are secured by a lien and charge on Revenue of the System. The lien
on Revenue of the System that secures the Parity Bonds is subordinate to the payment of
Operating and Maintenance Expenses and senior to the liens that secure all other Sewer
System Obligations.
PARITY LIEN OBLIGATIONS. With the issuance of the Bonds and the refunding of the

Refunded Bonds, the County has outstanding seven series of Parity Lien Obligations,
which are limited tax general obligation bonds of the County that are additionally secured
by a lien and charge on Revenue of the System. The lien on Revenue of the System that
secures the Parity Lien Obligations is subordinate to the lien that secures the Parity
Bonds, but senior to the liens that secure the Junior Lien Obligations, the Multi-Modal
LTGO/Sewer Revenue Bonds, the Subordinate Lien Obligations, and the SRF Loans and
PWTF Loans.
JUNIOR LIEN OBLIGATIONS. The County has outstanding six series of Junior Lien

Obligations, which are sewer revenue bonds that are secured by a lien and charge on
Revenue of the System. The lien on Revenue of the System that secures the Junior Lien
Obligations is subordinate to the liens that secure the Parity Bonds and the Parity Lien
Obligations, but senior to the liens that secure the Multi-Modal LTGO/Sewer Revenue
Bonds, the Subordinate Lien Obligations, and the SRF Loans and PWTF Loans.
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MULTI-MODAL LTGO/SEWER REVENUE BONDS. The County has outstanding two

series of Multi-Modal LTGO/Sewer Revenue Bonds, which are limited tax general
obligation bonds of the County that are additionally secured by a lien and charge on
Revenue of the System. The lien on Revenue of the System that secures the Multi-Modal
LTGO/Sewer Revenue Bonds is subordinate to the liens that secure the Parity Bonds, the
Parity Lien Obligations, and the Junior Lien Obligations, but senior to the liens that
secure the Subordinate Lien Obligations and the SRF Loans and PWTF Loans.
SUBORDINATE LIEN OBLIGATIONS. The County currently has no Subordinate Lien

Obligations outstanding.
The County has received loans from the State
(administered by various State agencies) that are secured solely by a lien and charge on
Revenue of the System. The lien on Revenue of the System that secures these loans (the
SRF Loans and the PWTF Loans) is subordinate to the liens that secure all other Sewer
System Obligations.
SRF LOANS AND PWTF LOANS.

See “The Sewer System—Debt Service Requirements Payable from Revenue of the System.”
Variable Rate Debt. The Junior Lien Obligations and the Multi-Modal LTGO/Sewer Revenue
Bonds (together, the “Variable Rate Bonds”) currently collectively comprise the outstanding
variable rate debt of the Sewer System.
County financial policies limit variable rate debt to no more than 20% of total Outstanding
Sewer System Obligations. In practice, variable rate debt has been limited to approximately 15%
of total Outstanding Sewer System Obligations.
Although all Variable Rate Bonds have bullet maturities, the financial plans supporting the
adopted 2017 and 2018 Sewer Rates provide for the amortization of outstanding Variable Rate
Bonds through optional redemptions beginning ten years prior to their final maturity dates. Such
planned optional redemptions are excluded from the table titled “Scheduled Debt Service on All
Outstanding Obligations of the Sewer System” under “The Sewer System.”
Bank Agreements. The County has entered into various agreements establishing liquidity or
credit facilities with commercial banks to support certain Variable Rate Bonds. The County has
also entered into various agreements with commercial banks for the direct purchase of certain
other Variable Rate Bonds. Each such agreement terminates prior to the final maturity of the
related obligations.
If the County is unable to extend or replace any such agreement, or if certain Variable Rate
Bonds cannot be remarketed, the County would be obligated to repay all principal of such bonds
during a “term-out” period prior to the stated final maturity date. Similarly, if the pricing for
extensions or replacements of any such agreement increase substantially or such extensions or
replacements otherwise cease to benefit the County, the County may refund or retire the
obligations or convert the obligations to fixed rate bonds. In any such circumstances, debt
service associated with those obligations may exceed the amount that is currently projected by
the County.
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A summary of the relevant Sewer System Obligations and terms of each related bank agreement
is shown in the following table. In addition, the County is currently negotiating with State Street
Public Lending Corporation for the direct purchase of $50 million in Junior Lien Obligations that
are expected to be issued in late 2017 or early 2018. The associated continuing covenant
agreement will have a term of three years.
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SUMMARY OF CREDIT FACILITIES
Amount
Type of Sewer
Outstanding as
System Obligations
of 8/1/2017

Type of Facility

Provider

Expiration

Term-Out
Provision

Maturity

$100,000,000

Letter of Credit

Landesbank HessenThuringen
Girozentrale (Helaba)

9/30/2020

Three Years

1/1/2032

Multi-Modal
LTGO/Sewer
Revenue Bonds

$100,000,000

Standby Bond
Purchase
Agreement

State Street Public
Lending Corporation 11/3/2017(1)

Three Years

1/1/2040

Junior Lien Variable Rate Demand Sewer
Revenue Bonds, Series 2011

Junior Lien
Obligations

$100,000,000

Bondholder's
Agreement

U.S. Bank National
Association

5/1/2020

Three Years

1/1/2042

Junior Lien Variable Rate Demand Sewer
Revenue Bonds, Series 2012

Junior Lien
Obligations

$100,000,000

Continuing
Covenant
Agreement

Wells Fargo
Municipal Capital
Strategies, LLC

12/2/2019

Three Years

1/1/2043

Junior Lien Variable Rate Demand Sewer
Revenue Bonds, Series 2015A and B

Junior Lien
Obligations

$100,000,000

Continuing
Covenant
Agreement

State Street Public
Lending Corporation

11/15/2019

Three Years

1/1/2046

Series

Junior Lien Variable Rate Demand Sewer
Revenue Bonds, Series 2001 A and B
Multi-Modal Limited Tax General
Obligation Bonds (Payable from Sewer
Revenue), Series 2010 A and B

Junior Lien
Obligations

(1) In the process of being replaced by a direct purchase obligation of State Street Public Lending Corporation. Expiration of the associated continuing
covenant agreement will occur in April or May of 2021, depending on the closing date of the direct purchase.
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Agreements With Participants
Service Agreements. The Service Agreements with the Municipal Participants (described below
under “The Sewer System—The Participants”) contain provisions that are uniform in effect with
respect to the facilities to be provided, delivery and acceptance of sewage, and payment for
sewage disposal. The Service Agreements with the non-Municipal Participants, which
accounted for approximately 0.60% of sewage disposal revenues in the year ended December 31,
2016, do not differ substantially from the Service Agreements with the Municipal Participants.
The rates set by Municipal Participants for sewer service to their customers are not subject to the
jurisdiction of the Washington Utilities and Transportation Commission. Under Washington
law, the Municipal Participants have various remedies for the enforcement of delinquent bills,
including placing liens on the property of delinquent customers.
The Service Agreements uniformly provide that the County will receive all sewage collected by
the Participants (described below under “The Sewer System—The Participants”) in the service
area of the Sewer System and will treat and dispose of such sewage. In return, the Participants
will deliver their sewage to the Sewer System and pay the County for all costs incurred in
providing sewage disposal services through the payment of Sewage Disposal Charges. Although
the Participants’ payment obligations are sized to reflect operations and maintenance, reserves,
repair and replacement costs, and debt service on all obligations secured by Revenue of the
System, the Participants are not directly obligated to pay the principal of or interest on the Bonds
or other obligations payable from Revenue of the System.
All of the Service Agreements with the Municipal Participants extend to at least July 1, 2036.
Since 2002, the County has been in the process of negotiating extensions of the Service
Agreements with the Participants. These negotiations continue. Extensions through July 1,
2056, have been signed by the cities of Carnation, Issaquah, Kirkland, Pacific, Renton, and
Tukwila, the Alderwood Water & Wastewater District, the Vashon Sewer District, and the
Muckleshoot Indian Tribe, which collectively provided 16.13% of sewage disposal revenues in
the year ended December 31, 2016. The requirement for Municipal Participants within the
County to remain customers of the Sewer System beyond the expiration of existing Service
Agreements is described below under “Agency Customer Continuation Requirement.”
Validity and Enforceability. The common provisions of the Service Agreements (i) provide for
the delivery of sewage to the Sewer System by each Participant and the acceptance of such
sewage by the County for treatment and disposal, and (ii) establish the method for determining
Sewage Disposal Charges (described below under “The Sewer System—Sewer Rates”) and for
making payment thereof. In 1960, the Service Agreement with the City of Seattle (“Seattle”)
(containing the essential common provisions of all the Service Agreements) was held valid by
the Supreme Court of the State of Washington (Municipality of Metropolitan Seattle v. City of
Seattle, 57 Wn.2d 446, 357 P.2d 863 (1960)).
Agency Customer Continuation Requirement. By Ordinance 15757, passed on May 7, 2007, the
County Council invoked its authority under RCW 35.58.200(3) to require that each current
Municipal Participant within the County continue as an “Agency Customer” (a wholesale
customer of the Sewer System not subject to a Service Agreement) following expiration of its
Service Agreement so long as bonds issued to finance the capital projects in the Regional
Wastewater Services Plan (“RWSP”), which include the Bonds, remain outstanding. See “The
Sewer System—The Participants.” In accordance with RCW 35.58.200(4), Ordinance 15757
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also established a monthly sewer rate for Agency Customers, including Municipal Participants
within the County, which are required to connect to the Sewer System, and Municipal
Participants outside the County and non-Municipal Participants, which are not required to
connect to the Sewer System unless a Service Agreement is in effect. Municipal Participants
outside the County and Non-Municipal Participants contributed 7.8% of sewage disposal
revenues in the year ending December 31, 2016. The formula for the monthly rate charged
Agency Customers under Ordinance 15757 is identical to the formula set forth in the Service
Agreements.
Rate and Coverage Covenants
The County has covenanted in the Bond Ordinance to establish, maintain, and collect rates and
charges for sewage disposal service that will be fair and nondiscriminatory and adequate to
provide Revenue of the System sufficient for:
(i)

the proper operation and maintenance of the Sewer System;

(ii)

the punctual payment of the principal of and interest on all outstanding Parity Bonds for
which payment has not otherwise been provided and all amounts that the County is
obligated to set aside in the Parity Bond Fund securing the Parity Bonds;

(iii)

the punctual payment of the principal of and interest on all outstanding Parity Lien
Obligations and all amounts that the County is obligated to set aside in the Parity Lien
Obligation Bond Fund; and

(iv)

the payment of any and all other amounts that the County is now or may hereafter
become obligated to pay from Revenue of the System.

The County has further covenanted in the Bond Ordinance to establish, maintain, and collect
rates and charges for sewage disposal service that will provide in each calendar year Revenue of
the System less Operating and Maintenance Expenses (“Net Revenue”) in an amount that,
together with the interest earned during that calendar year on investments made of money in the
Parity Bond Fund, Parity Bond Reserve Account, Parity Lien Obligation Bond Fund, and
Construction Account, is equal to at least 1.15 times the amounts required to pay the Annual
Debt Service for such calendar year. “Annual Debt Service,” as further defined in the Bond
Ordinance, means, for any calendar year, the principal and interest due for all outstanding Parity
Bonds and Parity Lien Obligations in such calendar year. See Appendix A—Copy of Bond
Ordinance.
Rate Stabilization Fund. The County established the Rate Stabilization Fund in 2005. In
accordance with the order of priority described above in “Flow of Funds,” the County may from
time to time appropriate or budget amounts in the Revenue Fund for deposit in the Rate
Stabilization Fund and may from time to time withdraw amounts therefrom for deposit in the
Revenue Fund to prevent or mitigate sewer rate increases or for any other lawful purposes of the
County related to the Sewer System.
For any fiscal year, (i) amounts withdrawn from the Revenue Fund and deposited into the Rate
Stabilization Fund for that fiscal year must be subtracted from Net Revenue for that fiscal year,
and (ii) amounts withdrawn from the Rate Stabilization Fund and deposited in the Revenue Fund
for that fiscal year may be added to Revenue of the System for that fiscal year.
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The County made deposits into the Rate Stabilization Fund between 2005 and 2011. From 2012
to 2014, the County withdrew $42.25 million from the Rate Stabilization Fund to mitigate sewer
rate increases. In 2015, the County contributed $12 million to the Rate Stabilization Fund as a
result of favorable operating performance and savings achieved through debt refundings. As of
July 31, 2017, the balance in the Rate Stabilization Fund was $46.25 million. The Wastewater
Treatment Division (“WTD”) will evaluate the use of these funds to mitigate future rate
increases in connection with its proposal to the County in March 2018 for the 2019 monthly
sewer rate. See the table titled “Summary of Projected Sewer System Customers, Revenues, and
Expenses” under “The Sewer System—Projected Customers, Revenues, and Expenses.”
Additional Obligations of the Sewer System
Additional Parity Bonds. The County has expressly reserved the right to issue additional Parity
Bonds in accordance with the Bond Ordinance. See Appendix A—Copy of Bond Ordinance. In
the Bond Ordinance, subject to that reservation of rights with respect to Parity Bonds, the County
has covenanted that it will not issue or incur any other additional indebtedness secured in whole
or in part by a lien on Revenue of the System superior to the lien of the Bonds. See
Appendix A—Copy of Bond Ordinance, Section 25.
Additional Parity Lien Obligations. The County has expressly reserved the right to issue or enter
into additional Parity Lien Obligations (including Variable Rate Parity Lien Obligations) for any
lawful purpose of the County related to the Sewer System if, at the time of issuing or entering
into such Parity Lien Obligations:
(i)

there is no deficiency in the Parity Bond Fund, the Parity Lien Obligation Bond Fund, or
any other bond fund or account securing Parity Lien Obligations; and

(ii)

the County has on file a certificate from a Professional Utility Consultant (the certificate
may not be dated more than 90 days prior to the date of delivery of such additional Parity
Lien Obligations) showing that in his or her professional opinion, the “annual income
available for debt service on Parity Bonds and Parity Lien Obligations” for each year during
the life of such additional Parity Lien Obligations will be at least equal to 1.25 times the
amount required to pay Annual Debt Service in each such year. Such “annual income
available for debt service on Parity Bonds and Parity Lien Obligations” is to be determined
as follows for each year following the proposed date of issue of such additional Parity
Lien Obligations:
(a)

Revenue of the System is to be determined for a period of any 12 consecutive
months out of the 18 months immediately preceding the delivery of the additional
Parity Lien Obligations being issued;

(b)

such revenue may be adjusted to give effect on a 12-month basis to the rates in
effect on the date of such certificate;

(c)

if there were any Customers added to the Sewer System during such 12-month
period or thereafter and prior to the date of the Professional Utility Consultant’s
certificate, such revenue may be further adjusted on the basis that added
Customers were Customers of the Sewer System during the entire 12-month
period;

(d)

there is to be deducted from such revenue the amount expended for Operating and
Maintenance Expenses during such period;

15

(iii)

(e)

for each year following the proposed date of issuance of such Parity Lien
Obligations, the Professional Utility Consultant may add to the annual revenue
determined as described in the preceding four subparagraphs an estimate of the
income to be received in each such year from the investment of money in the
Parity Bond Fund, the Parity Lien Obligation Bond Fund, and the Construction
Account, which is to be determined by and in the sole discretion of a firm of
nationally recognized financial consultants selected by the County;

(f)

beginning with the second year following the proposed date of issue of such
Parity Lien Obligations and for each year thereafter, the Professional Utility
Consultant may add to the annual revenue determined as described in the
preceding five subparagraphs his or her estimate of any additional annual revenue
to be received from anticipated growth in the number of Customers within the
area served by the Sewer System on the date of such certificate, after deducting
therefrom any increased Operating and Maintenance Expenses estimated to be
incurred as a result of such growth; provided, that the Professional Utility
Consultant’s estimate of the number of customers served may not assume a
growth of more than 0.25% over and above the number of customers served or
estimated to be served during the preceding year; and

(g)

if extensions of or additions to the Sewer System are in the process of
construction at the time of such certificate, or if the proceeds of the Parity Lien
Obligations being issued are to be used to acquire or construct extensions of or
additions to the Sewer System, there may be added to the annual net revenue as
above determined any revenue not included in the preceding subparagraphs that
will be derived from such additions and extensions after deducting therefrom the
estimated additional Operating and Maintenance Expenses to be incurred as a
result of such additions and extensions; provided, that such estimated annual
revenue must be based upon 75% of any estimated Customer growth in the four
years following the first full year in which such additional revenue is to be
collected and thereafter the estimated Customer growth may not exceed 0.25%
per year over and above such reduced estimate; or

instead of the certificate described in paragraph (ii) above, the County may elect to have
on file a certificate of the County’s Finance Director demonstrating that during any
12 consecutive calendar months out of the immediately preceding 18 calendar months,
Net Revenue was at least equal to 1.25 times the amount required to pay, in each year that
such Parity Lien Obligations would be outstanding, the Annual Debt Service for such year.
To satisfy the additional Parity Lien Obligations test applicable to the issuance of the
Bonds, the County will provide a parity certificate of the type described in this paragraph.

The County may at any time, for the purpose of refunding at or prior to their maturity any
outstanding Parity Lien Obligations, Parity Bonds, or any bonds or other obligations of the
County payable from Revenue of the System, issue additional Parity Lien Obligations without
complying with the provisions described in either paragraph (ii) or paragraph (iii) if there is filed
with the clerk of the County Council a certificate of the County’s Finance Director stating that,
upon the issuance of such additional Parity Lien Obligations:
(a)

total debt service on all Parity Bonds and Parity Lien Obligations (including the
refunding bonds but not including the bonds to be refunded thereby) will
decrease, and
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(b)

the Annual Debt Service for each year that any Parity Bonds and any Parity Lien
Obligations (including the refunding bonds but not including the bonds to be
refunded thereby) are then outstanding will not be increased by more than $5,000
by reason of the issuance of such additional Parity Lien Obligations.

The principal amount of such Parity Lien Obligations may include amounts necessary to pay the
principal of the bonds or other obligations to be refunded, interest thereon to the date of payment
or redemption thereof, and any premium payable thereon upon such payment or redemption and
the costs of issuance of such Parity Lien Obligations and, if a Payment Agreement has been
provided with respect to the obligations to be refunded, may include amounts necessary to make
the payment of all amounts, if any, due and payable by the County under such Payment
Agreement. The proceeds of such Parity Lien Obligations will be held and applied as is
provided in the ordinance authorizing the issuance of such Parity Lien Obligations, so that upon
the delivery of such Parity Lien Obligations, the bonds or other obligations to be refunded
thereby will be deemed no longer outstanding in accordance with the ordinance authorizing their
issuance.
At the election of the County, the provisions of the above two paragraphs need not apply to the
refunding at one time of all the Parity Lien Obligations then outstanding.
The Bond Ordinance provides that nothing prohibits or prevents, or will be deemed or construed
to prohibit or prevent, the County from issuing Parity Lien Obligations to refund maturing Parity
Lien Obligations of the County for the payment of which money is not otherwise available.
Nothing in the Bond Ordinance prohibits, or will be deemed or construed to prohibit, the County
from authorizing and issuing bonds, notes, or other evidences of indebtedness for any purpose of
the County related to the Sewer System payable in whole or in part from Revenue of the System
and secured by a lien on Revenue of the System that is junior, subordinate and inferior to the lien
of the Bonds.
THE SEWER SYSTEM

The sewerage system provided by the County is wholesale in character, covering construction,
operation, and maintenance of main trunk and interceptor sewers, pumping stations, and
treatment plants. In 1994, the County assumed the rights, powers, functions, and obligations of
the Municipality of Metropolitan Seattle (“Metro”), which had developed and operated a
regional system for the collection and treatment of sewage. Metro’s sewer utility function was
integrated as a division into the County’s Department of Natural Resources, now known as the
Department of Natural Resources and Parks (“DNRP”).
WTD is one of four divisions in the DNRP. The four divisions in DNRP perform tasks ranging
from improving water quality to enhancing parks and trails, protecting citizens from flooding,
restoring crucial fish and wildlife habitat, and recycling and reusing wastewater and solid waste
byproducts. The DNRP’s overall mission is to safeguard the environment, ensure public safety,
and preserve the region’s quality of life. Brief biographies of key officials in DNRP and WTD
are provided below.
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Christie True, Director, DNRP. Ms. True was appointed to this position in 2010. She
previously served as WTD’s Division Director and is a 29-year veteran of the County, where she
started her career as a water quality technician. In 2006, she was named Local Official of the
Year by the National Home Builders for her work on the County’s Brightwater treatment plant
project. Ms. True received her bachelor’s degree in Environmental Studies from Western
Washington University’s Huxley College.
Mark Isaacson, WTD Division Director. Mr. Isaacson was appointed to this position in October
2016, having previously served as Director of the Department’s Water and Lands Resources
Division (“WLRD”) for 11 years and as its Assistant Director for three years. Prior to serving at
WLRD, he worked at WTD and began his career with the County in 1993. Mr. Isaacson has an
M.A. in Public Administration from the University of Washington and a Bachelor of
Environmental Studies from the University of California at Santa Barbara.
Bruce Kessler, P.E., WTD Assistant Division Director. Mr. Kessler was appointed to this
position in May 2017. He has been with WTD for more than 11 years in various capacities,
including Assistant Manager at the Brightwater treatment plant and Engineering Unit Manager.
He negotiated with Ecology revisions to the Brightwater discharge permit and with Seattle the
2016 Joint Project Agreement for the Ship Canal Water Quality Combined Sewer Overflow
Project. He has been actively involved in the Division’s asset management and resiliency and
recovery programs. Mr. Kessler is a licensed Professional Engineer and has a B.S. in Civil
Engineering from North Carolina State University.
Timothy Aratani, WTD Finance Manager. Mr. Aratani was appointed to this position in 2000.
He has been with the County for more than 29 years. Prior to joining WTD, he served as
Finance Manager for the Solid Waste Division in DNRP. Mr. Aratani has a B.A. in Accounting
from the University of Washington and an M.B.A. from the University of Puget Sound.
The Facilities
The Sewer System has been designated by the County as its Water Quality Enterprise.
Distributed over a 424-square-mile service area, the Sewer System collected and treated an
average of 188 million gallons of sewage per day (“mgd”) from approximately 1.7 million
residents in 2016. The major wastewater facilities include three secondary treatment plants
(West Point in Seattle, South in Renton, and Brightwater in south Snohomish County), 391 miles
of conveyance lines, 47 pump stations, and 25 regulator stations. Other facilities include four
combined sewer overflow (“CSO”) treatment plants, two CSO storage facilities, 38 CSO control
locations, and secondary treatment plants on Vashon Island and in Carnation.
The Participants
As the successor to Metro, the County has assumed by operation of law Metro’s rights and
obligations under its Service Agreements with 34 Municipal Participants and three nonMunicipal Participants (each, a “Participant”). The Municipal Participants accounted for
approximately 99.40% of sewage disposal revenues in the year ended December 31, 2016, and
the non-Municipal Participants accounted for 0.60%.
Municipal Participants. The 34 Municipal Participants (33 cities and sewer districts in King
County, south Snohomish County and northern Pierce County, and the Muckleshoot Indian
Tribe) contract with the County for sewage treatment services. Pursuant to Ordinance 15757, the
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Municipal Participants within King County are required to continue as Agency Customers in the
absence of a Service Agreement. The division of responsibility between the County and the
Municipal Participants and their respective obligations are set forth in the Service Agreements.
See “Security and Sources of Payment for the Bonds—Agreements with Participants.”
Each Municipal Participant and each current Municipal Participant within the County that would
be required to continue as an Agency Customer is required to deliver to the Sewer System all of
the sewage and industrial wastes collected by it from its service area. The County is required to
accept such sewage and wastes for treatment subject to reasonable rules and regulations. The
County may not directly accept sewage or wastes from any person, firm, corporation, or
governmental agency that is within the boundaries of, or is delivering sewage into, the local
sewerage facilities of any Municipal Participant without the consent of such Municipal
Participant. A Municipal Participant or current Municipal Participant within the County that
would be required to continue as an Agency Customer cannot deliver sewage to another agency
without the consent of the County.
Non-Municipal Participants. The County also provides sewage treatment and disposal services
to three small non-Municipal Participants, pursuant to Service Agreements that do not differ
substantially from the Service Agreements with the Municipal Participants, and to certain other
small customers.
Customers and Residential Customer Equivalents. The number of Residential Customers and
Residential Customer Equivalents (“RCEs”) (together, the “Customers”) reported by each
Participant as of December 31, 2016, is presented in the following table.
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SEWER SYSTEM PARTICIPANTS AS OF DECEMBER 31, 2016
Single Family
Residential Customers

Municipal Participants--Cities

RCE

(1)

Total
Customers

Percentage
of Total (%)

Algona

1,037

234

1,271

0.17

Auburn

12,888

18,637

31,525

4.23

Bellevue

33,500

27,517

61,017

8.19

Black Diamond

776

228

1,004

0.13

Bothell

4,846

4,505

9,351

1.26

(2)

1,540

236

1,776

0.24

Brier

Carnation

720

215

935

0.13

5,506

4,808

10,314

1.38

12,578

22,662

35,240

4.73

Kirkland

9,473

7,036

16,509

2.22

Lake Forest Park

3,451

616

4,067

0.55

Mercer Island

7,088

1,194

8,282

1.11

Pacific

1,506

959

2,465

0.33

14,683

15,495

30,178

4.05

Issaquah
Kent

Redmond
Renton

15,489

14,054

29,543

3.97

Seattle(3)

144,847

148,556

293,403

39.39

985

6,580

7,565

1.02

270,913

273,532

544,445

73.09

30,498

15,472

45,970

6.17

Cedar River Water & Sewer District

4,020

1,395

5,415

0.73

Coal Creek Utility District

2,931

1,193

4,124

0.55

-

441

441

0.06

Highlands Sewer District

104

1

105

0.01

Lakehaven Utility District

914

10

924

0.12

Muckleshoot Indian Tribe

282

90

372

0.05

Tukwila
Subtotal
Municipal Participants--Sewer Districts and Tribe
Alderwood Water & Wastewater District(2)

Cross Valley Water District(2)

NE Sammamish Sewer & Water District
Northshore Utility District

4,664

140

4,804

0.64

19,387

12,529

31,916

4.28

202

-

202

0.03

(2)

Olympic View Water & Sewer District
Ronald Wastewater District

15,055

4,270

19,325

2.59

9,977

5,488

15,465

2.08

Sammamish Plateau Water & Sewer District
Skyway Water & Sewer District
Soos Creek Water & Sewer District

3,874

864

4,738

0.64

30,958

6,830

37,788

5.07

6,782

8,981

15,763

2.12

Valley View Sewer District
Vashon Sewer District

377

582

959

0.13

2,431

3,627

6,058

0.81

132,456

61,913

194,369

26.09

-

6,056

6,056

0.81

403,369

341,501

744,870

100.00

Woodinville Water District
Subtotal
Non-Municipal Participants and
Other Customers
Total
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NOTES TO TABLE:

(1) RCEs include multifamily, commercial, and industrial customers and are customer units based on
water consumption.
(2) These Participants are outside the County and, unless a Service Agreement is in effect, are not
required to connect to the Sewer System. See “Security and Sources of Payment for the Bonds—
Agreements with Participants—Agency Customer Continuation Requirement.”
(3) Financial and operating information about Seattle’s drainage and wastewater system may be found in
Seattle’s most recent official statement and continuing disclosure filings for its drainage and
wastewater revenue bonds, on file with the MSRB at www.emma.msrb.org. Seattle’s comprehensive
annual financial reports may also be obtained on its web site at www.seattle.gov/cafrs.
Source: King County Wastewater Treatment Division

Sewer Rates
The County annually adopts a monthly charge (the “Sewer Rate”), which is used to calculate
Sewage Disposal Charges (defined below), for sewage disposal. The Sewer Rate is set by the
County at a level that is intended to provide the County with money sufficient, together with
other sources of Revenue of the System, to pay all costs of the Sewer System, including debt
service on all obligations payable from Revenue of the System, and to satisfy the County’s debt
service coverage policies for all obligations payable from Revenue of the System. The Service
Agreements specify that the Sewer Rate for the next succeeding calendar year must be
determined prior to July 1 of each year.
The monthly Sewer Rate is applied to each single family residence (“Residential Customer”) and
to an RCE value of each 750 cubic feet of water consumption by all other customers such as
multifamily, commercial, and industrial properties. Each Participant and Agency Customer is
billed monthly an amount based upon the adopted Sewer Rate and the number of Residential
Customers at the end of the second previous calendar quarter and the average number of RCEs
for multifamily, commercial, and industrial accounts for the four calendar quarters beginning
five quarters prior to the current quarter. Monthly billings in the first quarter of 2017, for
example, were based on the number of Residential Customers as of September 30, 2016, and the
average number of RCEs beginning with the fourth quarter of 2015 through the third quarter of
2016.
Each Municipal Participant irrevocably obligates and binds itself to pay its sewage disposal
charge (the “Sewage Disposal Charge”) out of the gross revenues of its sewerage utility. Each
Municipal Participant further binds itself to establish, maintain, and collect sewerage charges that
will at all times be sufficient to pay all costs of maintenance and operation of its sewerage utility,
including the Sewage Disposal Charge payable to the County under the Service Agreement, and
sufficient to pay the principal of and interest on any revenue bonds of such Municipal Participant
that will constitute a charge upon such gross revenue. The Sewage Disposal Charge paid by
such Municipal Participant to the County must constitute an expense of maintenance and
operation of such Municipal Participant’s sewerage utility. Each of the Service Agreements
requires that the Municipal Participant provide in the issuance of its sewer revenue bonds that
expenses of maintenance and operation of its sewerage utility be paid before payment of
principal and interest on its sewer revenue bonds.
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The payment by each Participant and Agency Customer is due on the last day of the month. The
County may charge interest at 6% on any amount remaining unpaid for 15 days after the due date
and may enforce payment by any remedy available by law or equity.
Adopted Sewer Rates. The adopted monthly Sewer Rates for each Residential Customer or RCE
for the years 2012 through 2018 are set forth in the following table.
SEWER RATES FOR
RESIDENTIAL CUSTOMERS OR
RESIDENTIAL CUSTOMER EQUIVALENTS

Effective Date
(January 1)
2012
2013
2014
2015
2016
2017
2018

Rate
($/month)
$ 36.10
39.79
39.79
42.03
42.03
44.22
44.22

Percentage
Change
-10.2%
-5.6
-5.2
--

Source: King County Wastewater Treatment Division

Projected Sewer Rates. The following table shows the County’s current Sewer Rate projections
for the years 2019 through 2023. The projections are for planning purposes only and are based
on rate increases, subject to County Council approval, that would produce Revenue of the
System sufficient, together with any planned withdrawals from the Rate Stabilization Fund, to
meet the County’s minimum debt service coverage level for all obligations payable from
Revenue of the System. See “Financial Policies.” Under the Service Agreements, the County
Council must formally adopt the Sewer Rate each year. The Sewer Rates established by the
County Council do not require the approval of the Washington Utilities and Transportation
Commission or the Participants or Agency Customers.
PROJECTED SEWER RATES
FOR RESIDENTIAL CUSTOMERS
OR RESIDENTIAL CUSTOMER EQUIVALENTS

Effective Date
(January 1)
2019
2020
2021
2022
2023

Rate
($/month)
$ 45.85
45.85
46.64
47.74
48.71

Percentage
Change
3.7%
0.0
1.7
2.5
1.9

Source: King County Wastewater Treatment Division

Sewer System Operating Revenues
Sewage Disposal Charges, based on the Sewer Rates described above, contributed on average
83% of Sewer System operating revenues between 2012 and 2016.
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The next largest single source of Sewer System operating revenues is the capacity charge, which
has been imposed by County ordinance since 1990 on customers who establish new connections
to the Sewer System. Annual capacity charge revenues have averaged 14% of total Sewer
System operating revenues between 2012 and 2016. The table below shows the number of new
capacity charge connections for the past five years.
HISTORICAL NEW CAPACITY CHARGE CONNECTIONS

Year

Connections

2012
2013
2014
2015
2016

7,915
8,467
10,767
11,676
10,743

Capacity charges are based upon the year that service commences and remain fixed for a term of
15 years. The capacity charge assessed for customers who establish new connections to the
Sewer System in 2017 is $60.80 per month, compared to $58.70 for customers who established
service in 2016. In June 2017, the County Council adopted a capacity charge of $62.60, a 3.0%
increase, for 2018. State law imposes limitations on the calculation of capacity charges, but
capacity charges do not require the approval of the Washington State Utilities and Transportation
Commission or the Participants or Agency Customers.
The County allows the capacity charge to be prepaid on a discounted basis at the customer’s
option. From 2005 through 2013, the discount rate was 5.5%. To provide a more stable, longterm revenue stream, the County established new code provisions in 2013 in which an annual
discount rate is set that reflects the 15-year mortgage and 10- and 20-year investment rates.
These changes became effective on January 1, 2014. The discount rate is 2.9% in 2017 and was
2.8% in 2016.
A number of other charges, including fees paid by septage haulers for treatment, payments for
the by-products of the sewage treatment process, and surcharges imposed for high strength and
heavy metal discharges into the Sewer System, collectively have accounted for approximately
3% of operating revenue between 2012 and 2016.
Financial Policies
Coverage Policy. The County Council is obligated by applicable bond covenants to set rates and
charges for sewage disposal service at a level adequate to provide Net Revenue equal to at least
1.15 times the amounts required, together with certain interest earnings, to pay debt service on
both Parity Bonds and Parity Lien Obligations as defined in the Bond Ordinance. See “Security
and Sources of Payment for the Bonds—Rate and Coverage Covenants.” The County Council’s
policy is to achieve debt service coverage of at least 1.25 times, which is higher than what is
required by the bond covenants, on both Parity Bonds and Parity Lien Obligations.
To further strengthen the financial position of the Sewer System, the County established in 2001
the policy of setting Sewer Rates and other charges at a level that would achieve an overall debt
service coverage target of at least 1.15 times coverage on all Sewer System Obligations (see
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“Security and Sources of Payment for the Bonds—Outstanding Sewer System Obligations”), in
addition to continuing to satisfy the existing policy of providing at least 1.25 times coverage on
Parity Bonds and Parity Lien Obligations.
In proceedings for the adoption of the 2018 Sewer Rate, the County Council was presented with
projected Sewer Rates that, after payment of operating expenses and debt service, are projected
to be sufficient to fund out of Net Revenue on average 40% of projected capital expenditures
from 2018 through 2023, thereby increasing projected coverage ratios on all Sewer System
Obligations to between 1.29 and 1.31 times. These Sewer Rates appear in the table of “Projected
Sewer Rates for Residential Customers or Residential Customer Equivalents” (and are based on
rate increases that are subject to County Council approval) and have been used to determine
operating revenues from Sewage Disposal Charges in the “Summary of Projected Sewer System
Customers, Revenues, and Expenses.”
Reserve Policy. In 2001, the County Council established an operating liquidity reserve, equal to
$5.0 million plus 10% of annual operating expenses, and an emergency capital reserve equal to
$15 million. These policies were reviewed and affirmed by the County Council in 2012. As of
July 31, 2017, these reserves were fully funded, with balances of $18.7 million and $15 million,
respectively.
Sewer System Interfund Borrowing
The Sewer System periodically uses interfund borrowing from other County funds held in the
King County Investment Pool (the “Investment Pool”) to provide interim financing for its capital
improvement program pending the issuance of long-term bonds or the receipt of SRF Loan
funds. (See “King County–King County Investment Pool.”) Such borrowings are to be fully
repaid upon the receipt of the subsequent bond proceeds or SRF Loan funds. There are currently
no such loans outstanding. In 2015, the Sewer System borrowed $40.1 million from the
Investment Pool, fully repaying the principal with proceeds of the County’s Sewer Improvement
and Refunding Revenue Bonds, 2015, Series B.
In addition, in 2008, the Investment Pool provided a $100 million five-year term loan to the
Sewer System for the retirement of two series of MBIA-insured variable rate demand bonds.
The Sewer System made five $20 million annual principal payments, plus interest based on the
monthly earning rates of the Investment Pool, from Revenue of the System that otherwise would
have been used as a funding source for the Sewer System’s capital program. The final payment
was made in early 2013.
Historical Customers, Revenues, and Expenses
The following table sets forth a summary of customers, revenues and expenses, and debt service
coverage of the Sewer System.
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HISTORICAL FINANCIAL STATEMENTS
($ EXPRESSED IN THOUSANDS) (FISCAL YEAR ENDING DECEMBER 31)

2012

2013

2014

2015

2016

708,900
0.23%

718,160
1.31%

725,844
1.07%

736,090
1.41%

756,430
2.76%

Operating Revenues
Sewage Disposal Charges
Capacity Charge Revenues
Other Operating Revenues

$ 307,167
51,411
9,398

$ 342,850
58,660
10,126

$ 346,591
59,522
11,675

$ 371,253
62,479
11,673

$ 381,513
71,200
11,828

Total Operating Revenues
Operating Expenses

$ 367,976
(114,939)

$ 411,636
(117,183)

$ 417,788
(124,201)

$ 445,405
(128,926)

$ 464,541
(136,321)

Net Operating Revenue

$ 253,037

$ 294,453

$ 293,587

$ 316,479

$ 328,220

1,697
13,900

2,682
10,350

2,822
18,000

2,863
(12,000)

4,549
-

Net Revenue Available for Debt Service

$ 268,634

$ 307,485

$ 314,409

$ 307,342

$ 332,769

Debt Service
Parity Bonds (2)
Parity Lien Obligations (2)
Subordinate Debt Service (3)

$ 157,117
38,626
14,329

$ 172,959
43,064
15,039

$ 175,463
42,876
17,477

$ 167,694
40,348
18,318

$ 160,957
53,164
21,316

Total Debt Service

$ 210,072

$ 231,062

$ 235,816

$ 226,360

$ 235,437

1.71
1.37
1.28

1.78
1.42
1.33

1.79
1.44
1.33

1.83
1.48
1.36

2.07
1.55
1.41

Residential Customer and Residential Customer
Equivalents (RCEs) (annual average, rounded)
Percentage Annual Increase

Interest Income
Rate Stabilization (1)

Debt Service Coverage
On Parity Bonds
On Parity Bonds and Parity Lien Obligations
On All Sewer System Obligations
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NOTES TO TABLE:

(1) Withdrawals from (deposits into) the Rate Stabilization Fund.
(2) The amounts shown in the table exclude payments from capitalized interest reserves of $7.3 million
in 2012 for Parity Bonds and $6.1 million for Parity Lien Obligations.
(3) Subordinate Debt Service consists of debt service on the Junior Lien Obligations, Multi-Modal
LTGO/Sewer Revenue Bonds, Subordinate Lien Obligations, and SRF Loans and PWTF Loans. The
amount shown in the table for 2016 excludes $1.4 million in 2016 for Subordinate Debt Service,
representing excess premium on the Junior Lien Sewer Revenue Bonds, Series 2015A and 2015B,
that was deposited in the Bond Fund and excluded from interest expense.
Source: Audited Financial Statements and financial records of the Water Quality Enterprise Fund
2012-2016, Finance and Business Operations Division

Management Discussion of 2016 Sewer System Financial Results
The Sewer System’s net operating revenue (excluding depreciation expense) in 2016 was
$328.2 million, a 3.7%, or $11.8 million, increase from the $316.5 million of net operating
revenue in 2015. Total operating revenues increased by 4.3% to $464.5 million from
$445.4 million, while operating expenses (excluding depreciation) increased 5.7% to
$136.3 million from $128.9 million in 2015.
Revenues. The $19.1 million, 4.3% increase in operating revenue in 2016 from 2015 was due to
growth in the number of RCEs and an increase in capacity charge revenues. The monthly Sewer
Rate in 2016 was unchanged from the 2015 rate of $42.03 per RCE. Total RCEs increased by
20,340, or 2.8%, in 2016 compared to a 1.4% increase in 2015, and resulted in $10.3 million of
additional revenues. Approximately $1.9 million of the increase (0.5% of the increase in RCEs)
was due to favorable revenue adjustments encompassing prior year RCE usage. Capacity charge
revenues increased by 14.0%, or $8.7 million, to $71.2 million in 2016. Billings increased by
$8.6 million from 2015; $5.5 million of this increase was due to 2015 capacity charge billings
that were reduced by the write-off of a receivable arising from a billing dispute with a single
customer over billings from 2009-2015. The increase in early payoff revenues of $0.5 million to
$18.0 million in 2016 was offset by a $0.4 million decrease in other capacity charge revenues.
Other operating revenues increased by 1.1%, or $0.1 million, to $11.8 million from 2015.
Expenses. Operating expenses of the Sewer System, excluding depreciation, increased
$7.4 million to $136.3 million in 2016, a 5.7% increase. Utility and service expenses increased
by 6.7%, or $2.0 million, to $31.9 million from $29.9 million in 2015. Intergovernmental
expenses increased by 4.1%, or $1.4 million, due to increases in surface water management fees
which include environmental lab testing and other overhead costs. Chemical expenses increased
by 12.5%, or $0.9 million to $8.1 million in 2016.
Interest Income. Interest income increased by $1.7 million to $4.6 million in 2016 due to both
higher average yields in the Investment Pool (0.79% in 2016 vs. 0.56% in 2015) and higher
average balances ($559 million in 2016 vs. $503 million in 2015).
Debt Service Coverage. The Sewer System achieved a coverage ratio of 1.55x on the combined
debt service of Parity Bonds and Parity Lien Obligations in 2016, exceeding the 1.25x minimum
coverage target stipulated by the County’s adopted financial policies. The debt service coverage
ratio of 1.41x on all Sewer System Obligations in 2016 exceeded the 1.15x minimum coverage
target stipulated by the County’s adopted financial policies.
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West Point Flooding Accident
On February 9, 2017, during heavy rainfall in the Seattle area, the West Point treatment plant
was operating at peak hydraulic capacity when a partial interruption of power supply occurred.
The ensuing cascade of events caused several elements of the treatment plant to fail,
culminating in flooding of the plant and leading to the emergency bypass of an estimated
180 million gallons of stormwater mixed with untreated sewage into Puget Sound. Although
there were no emergency bypasses after February 16, 2017, WTD was unable to meet the
discharge limits required by West Point’s NPDES permit until May 11, 2017, and has been
fined $361,000 by Ecology. Evidence to date does not show harm to fish, wildlife, or people.
WTD is continuing to work with Ecology to monitor Puget Sound water quality and additional
environmental monitoring will continue through 2017.
WTD restored the plant’s critical mechanical and electrical systems and returned the plant to its
full hydraulic and treatment capacity by April 26, 2017. Work continues on long-term
equipment repair and rehabilitation projects and is expected to be completed by the end of 2017.
WTD and CH2M, an engineering consultant, estimate that total restoration costs will be between
$30 million and $35 million, with $16.0 million in costs having been incurred as of
September 18, 2017.
Costs incurred in remediating the damage at West Point come under the terms of the County’s
property insurance coverage, with a $250,000 deductible and a maximum loss recovery of
$500 million per occurrence. WTD is working with its insurance carriers to document and
recover costs related to the accident. As of the date of this Official Statement, WTD had received
$12.5 million in advances from its primary insurance carriers. WTD has opened a claim with the
Federal Emergency Management Agency (“FEMA”) and expects that it will submit to FEMA
remediation costs that will not be paid by its insurance carriers. WTD’s insurance carriers are
currently reviewing the claim and the amount that will be approved is not known at this time.
WTD will continue to submit claims to its insurers for West Point remediation costs as they are
incurred and invoices are paid to contractors. While WTD expects that it will recover most of its
West Point remediation costs from its insurance carriers and FEMA, it cannot estimate what its
total recovery will be or when additional insurance advances or payments will be received.
Regulatory fines from Ecology are not covered by WTD’s insurance policies.
The County Council commissioned the consulting engineering firm AECOM to provide an
independent review of the West Point accident, which was received on July 18, 2017. A major
finding of the AECOM report is that West Point lacks sufficient redundancy in its systems, such
that the failure of one or more system components can significantly reduce the plant’s peak
capacity (440 mgd) over a very brief period. Lack of redundancy combined with the complexity
of the system gives plant operators very little time to react during peak-flow events. The
complexity of West Point’s systems means that the plant needs a higher level of operational
integration to manage its interdependencies. AECOM noted that the strain on West Point is
likely to worsen, as the plant lacks physical space for expansion and the magnitude and
frequency of maximum flows to the plant may increase with continued population growth,
urbanization, and climate change.
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WTD worked closely with AECOM in its review of West Point and is committed to moving
forward on its recommendations. WTD developed and shared with AECOM its own plan for
remedial actions at West Point and has already carried out critical improvements in several areas,
including increasing redundancy in electrical systems, installing new equipment with greater
reliability, and formulating plans for better training of employees. By January 2018, WTD
expects to complete training modules for emergency responses and assessments of equipment
and processes for life safety, following which protocols will be implemented and simulation
training conducted. At the request of the County Council, WTD has also engaged the
engineering consulting firm Brown and Caldwell to review how well positioned West Point is to
meet potential future growth, regulatory, and environmental challenges given its current and
projected capacity, changes in treatment technology, and constraints acting upon the plant. A
final report to the County Council is expected in January 2018.
By early 2018, WTD expects to integrate its own initiatives with those recommended by its
consultants. The cost and timing of these initiatives, particularly those involving future capital
improvements at West Point, are not known at this time but will be developed as part of the 2019
monthly sewer rate proposal and capital improvement program that will be submitted to the
County Council in March 2018. See “Capital Improvement Plan.”
Projected Customers, Revenues, and Expenses
The following table sets forth a summary of the County’s projections of the Sewer System’s
Customers, Revenue of the System, and Operating and Maintenance Expenses for the fiscal
years ending December 31, 2017, through December 31, 2023. Notes for this table are provided
on the page following the table.
The revenues that are projected in the following table reflect the assumed monthly Sewer Rates
presented in the table titled “Projected Sewer Rates for Residential Customers or Residential
Customer Equivalents.” These projected Sewer Rates are designed to produce Net Revenue
sufficient to satisfy the debt service coverage targets stipulated by the County’s adopted financial
policies and the 40% average cash-funding target for the capital improvement plan (“CIP”)
presented to the County Council in proceedings for the adoption of the 2018 Sewer Rates.
Estimates for 2017 are based on year-to-date unaudited revenues and expenses through July and
WTD’s projections for the remainder of the year. RCEs in 2017 and resulting Sewage Disposal
Charges are based on actual and expected billings for Municipal Participants other than Seattle
and an estimate of Seattle’s total RCEs for all of 2017. Due to its transition to a new billing
system, Seattle has been unable to report its actual RCEs beginning with the third quarter of
2016, which, because of the lags in the billing cycle, began impacting WTD’s revenues from
Seattle starting with the first quarter of 2017.
In the absence of reported data, WTD has billed Seattle based on the RCEs it reported in the
second quarter of 2016. These bills, when annualized, are approximately 3% less than the
Seattle RCE estimate used in the projections. WTD expects that Seattle will be reporting its
actual usage before the end of 2017 and that any difference between actual and estimated billings
will be settled at that time. If actual billing data is unavailable, WTD will bill Seattle based on
WTD’s 2017 estimate.
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Operating revenues in 2017 exclude insurance payments that WTD expects to receive from its
carriers for West Point remediation claims and operating expenses exclude West Point
remediation costs. See “West Point Flooding Accident.”
The Sewer System is expected to generate net operating revenue of $335.5 million in 2017, an
increase of $7.3 million from $328.2 million in 2016. Total operating revenues are projected to
increase by $22.9 million, or 4.9%, to $487.4 million in 2017 from $464.5 million in 2016, while
operating expenses are projected to increase by $15.6 million, or 11.4%, to $151.9 million in
2017 from $136.3 million in 2016.
Revenues from Sewage Disposal Charges are projected to increase by $20.5 million, or 5.4%,
from 2016. Most of the increase ($19.8 million) is due to the 5.2% increase in the monthly
Sewer Rate that went into effect on January 1, 2017. The balance of the increase ($0.7 million)
reflects the projected 0.7% increase in RCEs ($2.6 million) offset by $1.9 million of nonrecurring favorable billing adjustments that occurred in 2016. A 3.0% increase in the 2017
capacity charge rate for new customers and continued growth in new connections are expected to
increase Capacity Charge Revenues by 1.6%, or $1.2 million. The 10.1%, or $1.2 million,
projected increase in Other Operating Revenues reflects expected higher revenues from
industrial surcharges and septic haulers.
Operating expenses of the Sewer System, excluding depreciation, are projected to increase by
$15.6 million to $151.9 million in 2017 from $136.3 million in 2016, an 11.4% increase.
Approximately $3.4 million of the $15.6 million increase is attributed to the re-appropriation of
previously committed but unexpended WaterWorks Grant funds. The remaining $12.2 million
increase is primarily attributed to increased labor costs for new staffing, program support to
provide for the sale of biomethane and environmental attributes at the South Treatment Plant,
exterior painting at the South Treatment Plant, enhancements of systems that support operations,
enhancements to advance WTD’s strategic climate action plan, and projected general inflation.
Interest income is expected to be $5.4 million in 2017, an increase of $0.8 million from 2016 due
to the higher expected average interest rate on WTD funds in the Investment Pool (1.10% in
2017, 0.79% in 2016).
WTD does not expect to make any additions to or withdrawals from the Rate Stabilization Fund
in 2017 and does not project any additions or withdrawals through 2023.
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PROJECTED FINANCIAL STATEMENTS
($ EXPRESSED IN THOUSANDS) (FISCAL YEAR ENDING DECEMBER 31)(1)

2017 (2)

2018

2019

2020

2021

2022

2023

757,610
0.7%

762,156
0.6%

766,348
0.6%

771,099
0.6%

775,880
0.6%

780,690
0.6%

785,530
0.6%

Operating Revenues
Sewage Disposal Charges (3)
Capacity Charge Revenues
Other Operating Revenues

$ 402,018
72,366
13,027

$ 404,416
75,623
13,357

$ 421,642
81,204
13,758

$ 424,222
87,187
14,170

$ 434,271
93,513
14,595

$ 447,745
100,266
15,033

$ 459,160
104,868
15,484

Total Operating Revenues
Operating Expenses (4)

$ 487,411
151,897

$ 493,396
155,249

$ 516,603
161,459

$ 525,578
167,917

$ 542,379
174,634

$ 563,044
181,619

$ 579,512
188,884

Net Operating Revenue

$ 335,514

$ 338,147

$ 355,144

$ 357,661

$ 367,745

$ 381,424

$ 390,628

Interest Income (5)
Rate Stabilization (6)

$

$

$

8,362
-

$ 10,589
-

$ 12,385
-

$ 14,140
-

$ 15,852
-

Net Revenue Available for Debt Service

$ 340,870

$ 344,398

$ 363,506

$ 368,250

$ 380,130

$ 395,564

$ 406,480

Debt Service
Parity Bonds (7)
Parity Lien Obligations (7)
Subordinate Debt Service (8)

$ 156,776
54,236
29,865

$ 158,726
54,188
53,217

$ 166,983
54,124
53,250

$ 177,814
53,554
52,975

$ 187,993
53,488
52,074

$ 199,150
53,436
53,502

$ 212,219
53,366
49,564

Total Debt Service

$ 240,877

$ 266,131

$ 274,357

$ 284,343

$ 293,555

$ 306,088

$ 315,149

2.17
1.62
1.42

2.17
1.62
1.29

2.18
1.64
1.32

2.07
1.59
1.30

2.02
1.57
1.29

1.99
1.57
1.29

1.92
1.53
1.29

Residential Customer and Residential
Customer Equivalents (Average for Year, Rounded)
Percentage Annual Increase

Debt Service Coverage (9)
On Partiy Bonds
On Parity Bonds and Parity Lien Obligations
On All Sewer System Obligations

5,356
-

6,251
-
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NOTES TO TABLE:

(1)

Totals may not add due to rounding. Projections and debt service on Parity Lien Obligations have
not been revised to reflect the savings generated by the Refunding Plan.

(2)

Projections for 2017 are based on unaudited financial statements for the seven months ending
July 31, 2017, and estimated results through December.

(3)

Based on adopted and projected Sewer Rates and rates for capacity charges. See “Sewer Rates—
Adopted Sewer Rates” and “—Projected Sewer Rates.”

(4)

Operating expenses in 2018 are based on the Sewer System’s operating budget approved by the
County Council in November 2016. Operating expenses after 2018 are assumed to increase at an
annual rate of 4% through 2023.

(5)

Based on the Investment Pool earning at projected annual rates of 1.10% in 2017, 1.40% in 2018,
1.80% in 2019, 2.16% in 2020, 2.47% in 2021, 2.70% in 2022 and 2.86% in 2023. Projected
Investment Pool earnings rates are from the County’s Office of Economic and Financial Analysis.

(6)

No withdrawals from or additions to the Rate Stabilization Fund are projected for the period.

(7)

Projections assume the issuance of additional Parity Bonds with 30-year terms as follows:
$89 million in 2019, $149 million in 2020, $140 million in 2021, $154 million in 2022 and $180
million in 2023. Does not reflect the savings associated with the refunding of the Refunded Bonds.
See “Future Sewer System Financing Plans.”

(8)

Subordinate Debt Service consists of debt service on the Variable Rate Bonds and the SRF Loans
and PWTF Loans. Subordinate Debt Service excludes, beginning in 2017, $31.7 million of planned
optional redemptions of outstanding and add. See “Financial Policies—Variable Rate Debt.”
Projections include the issuance of $50 million of Variable Rate Bonds in 2018, $11 million in
2022, and $23 million in 2023. See “Future Sewer System Financing Plans.” The projections
assume interest rates on Variable Rate Bonds of 1.75% in 2017 and 5.40% thereafter, which is
equal to 90% of the assumed long-term rate for additional Parity Bonds. See “Scheduled Debt
Service on All Obligations of the Sewer System,” footnote 3.
Projections include debt service on $79.6 million of SRF Loan commitments from Ecology to the
County, of which $49.6 million has been drawn through the date of this Official Statement. This
$79.6 million total comprises executed agreements with Ecology for loan commitments with 20year terms and rates of 2.7% ($29.5 million), 2.4% ($29.1 million) and 2.0% ($21.0 million). See
“Future Sewer System Financing Plans.”

(9)

Operating revenues exclude insurance payments that WTD expects to receive from its carriers for
West Point remediation, and claims and expenses exclude West Point remediation costs. If the
$12.5 million of insurance claims received the date of this Official Statement, and $32.5 million of
remediation costs (the midpoint of the current estimate) were included in calculating Net Revenue
Available for Debt Service in 2017, debt service coverage on Parity Bonds and Parity Lien
Obligations would be reduced to 1.52x from 1.62x and debt service coverage on all Sewer System
Obligations would be reduced to 1.33x from 1.42x. See “West Point Flooding Accident.”

Source: King County Wastewater Treatment Division

Debt Service Requirements Payable from Revenue of the System
The following table sets forth the scheduled amounts required to be paid from Revenue of the
System in each year for all the Sewer System Obligations. Notes to this table are found on the
following page.
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SCHEDULED DEBT SERVICE ON ALL OBLIGATIONS OF THE SEWER SYSTEM(1)
(Fiscal Year Ending December 31)
Parity Lien Obligations
Year Ending

Junior Lien

The Bonds

(1)

Parity Bonds

December 31
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041
2042
2043
2044
2045
2046
2047
2048
2049
2050
2051

$

Total

$ 4,343,980,410

156,776,262
158,726,412
160,476,987
160,478,312
160,479,063
160,481,188
160,479,713
160,479,213
160,480,463
160,477,288
160,479,600
160,480,725
160,480,787
160,476,163
160,480,688
160,491,112
160,478,863
160,479,538
135,749,856
134,673,594
134,752,069
134,594,438
134,599,526
124,996,175
109,356,500
87,009,650
86,851,800
83,589,200
83,533,850
79,529,750
56,268,875
27,289,125
27,287,375
10,358,000
10,358,250

Outstanding
$

(2)

48,862,538
35,573,750
35,588,000
35,082,250
45,359,675
45,340,950
34,040,100
34,066,350
34,159,100
34,187,225
34,217,725
34,238,225
34,346,100
21,893,976
35,066,851
35,106,226
35,139,350
19,892,600
19,916,225
19,950,725
19,970,400
19,997,100
-

$ 711,995,439

Principal

Interest

Total

Obligations

7,200,000
7,520,000
7,870,000
9,255,000
9,675,000
10,115,000
10,565,000
11,040,000
11,485,000
11,880,000
25,000,000
13,235,000
13,685,000
6,035,000
-

$ 1,267,713
6,734,800
6,366,800
5,982,050
5,785,300
5,785,300
5,553,925
5,080,675
4,585,925
4,068,925
3,528,800
3,023,100
2,555,800
1,818,200
1,053,500
515,100
120,700
-

$

$ 154,560,000

$ 63,826,613

$ 218,386,613

$

1,267,713
13,934,800
13,886,800
13,852,050
5,785,300
5,785,300
14,808,925
14,755,675
14,700,925
14,633,925
14,568,800
14,508,100
14,435,800
26,818,200
14,288,500
14,200,100
6,155,700
-
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$

Multi-Modal
(3)

7,000,000
21,600,000
21,600,000
21,600,000
21,600,000
21,600,000
21,600,000
21,600,000
21,600,000
21,600,000
21,600,000
21,600,000
21,600,000
21,600,000
121,600,000
16,200,000
16,200,000
16,200,000
16,200,000
16,200,000
16,200,000
16,200,000
16,200,000
16,200,000
116,200,000
110,800,000
5,400,000
5,400,000
105,400,000
-

$ 898,400,000

(3)

LTGO/S ewer

S RF Loans and
PWTF Loans

(4)

QECB Bonds

(5)

Total

1,750,000
5,400,000
5,400,000
5,400,000
5,400,000
5,400,000
5,400,000
5,400,000
5,400,000
5,400,000
5,400,000
5,400,000
5,400,000
5,400,000
5,400,000
5,400,000
5,400,000
5,400,000
5,400,000
5,400,000
5,400,000
5,400,000
105,400,000
-

$ 18,777,658
20,491,859
20,624,975
20,127,256
19,715,604
18,663,054
17,667,988
17,658,944
16,287,540
13,037,012
12,611,879
12,171,641
11,209,050
11,205,834
10,062,165
9,993,907
9,990,990
7,672,922
6,592,671
3,974,959
683,822
-

$

66,220
66,220
66,220
66,220
66,220
3,076,220
-

$ 234,500,391
255,793,041
257,642,982
256,606,088
258,405,862
260,346,712
253,996,726
253,960,182
252,628,028
249,335,450
248,878,004
248,398,691
247,471,737
247,394,172
346,898,203
241,391,345
233,364,903
209,645,060
183,858,752
180,199,278
177,006,291
176,191,538
256,199,526
141,196,175
225,556,500
197,809,650
92,251,800
88,989,200
188,933,850
79,529,750
56,268,875
27,289,125
27,287,375
10,358,000
10,358,250

$ 220,550,000

$ 279,221,730

$ 3,407,320

$ 6,675,941,513

$

NOTES TO TABLE:

(1) January 1 payments shown in the prior year.
(2) Excludes the Refunded Bonds. See “Use of Proceeds—Refunding Plan.”
(3) The projections assume interest rates on Variable Rate Bonds of 1.75% in 2017 and 5.40% thereafter,
which is equal to 90% of the assumed long-term rate for additional Parity Bonds. The Junior Lien
Obligations have bullet maturities in 2032, 2040, 2042, 2043, and 2046. The Multi-Modal
LTGO/Sewer Bonds have a bullet maturity in 2042. Projections exclude planned optional
redemptions of Variable Rate Bonds prior to their final maturity dates. See “Financial Policies—
Variable Rate Debt” and “Security and Sources of Payment for the Bonds—Outstanding Sewer
System Obligations—Summary of Credit Facilities.”
(4) Excludes debt service on $30.0 million of existing loan commitments from Ecology that are expected
to be drawn upon through 2018. See “The Sewer System—Future Sewer System Financing Plans.”
(5) Although debt service on the QECB Bonds is paid from Revenue of the System, the County has not
pledged Revenue of the System to the payment of the QECB Bonds. See “Security and Sources of
Payment for the Bonds—Outstanding Sewer System Obligations.” Annual interest expense excludes
the federal subsidy that is expected to be received.

Regional Wastewater Services Plan
The RWSP guides improvements to the regional wastewater system to ensure the continuation of
high quality wastewater treatment services in the future. The RWSP was adopted in 1999
establishing a number of programs to guide long-term planning and investments in wastewater
infrastructure. RWSP Program Updates and periodic reviews are carried out to ensure that
wastewater infrastructure planning and investments are based on current data.
The 2013 RWSP Comprehensive Review evaluated the capacity of the three major treatment
plants to treat the wastewater stream components of solids (organic and inorganic material) and
flow (liquid stream). The comprehensive review found that the treatment plants have sufficient
solid loadings capacity until the 2030s. The County is currently conducting studies to evaluate
how to meet the expected solids treatment demand in the 2030s. Capacity to treat average wet
weather flows at each of the three plants is not expected to be reached until around 2060.
The Conveyance System Improvement (“CSI”) program focuses on guiding major upgrades and
improvements to County-owned regional wastewater conveyance facilities. The facilities consist
of the pumping stations and pipes that transport wastewater from the local systems to the
regional treatment facilities. The current CIP comprises 19 CSI construction and design projects
with estimated spending of $459 million through 2023. See “Capital Improvement Plan” herein.
WTD routinely updates the CSI program plan. In May 2017, WTD completed an assessment of
the County’s separated sewer system (located outside of Seattle) and identified components of
the system that, through 2060, were projected to fall below the County’s 20-year peak flow
planning standard. Forty-one conveyance system improvements were identified and a final
report, which will develop a preliminary schedule for the improvements through 2060, is
expected later this year.
WTD prepared planning-level cost estimates for the improvements, specifying what is known
and unknown about each improvement, estimates for allowances, risks and contingencies, and
the basis for design, planning, and cost. Estimated total costs through 2060 for the
41 improvements in 2016 dollars are $1.74 billion. Decisions on when specific CSI
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improvements will be included in future CIPs will be made as part of WTD’s capital budgeting
process. The current CIP includes $46.8 million to pay for initial planning and design for those
CSI projects on which WTD may decide to proceed through 2023.
Brightwater Project
Overview. The largest component of the RWSP is the Brightwater treatment and collection
system, which is located in unincorporated Snohomish County east of State Highway SR-9, just
north of the City of Woodinville. The treatment plant has a maximum monthly average flow
capacity of 40.9 mgd and a firm instantaneous maximum flow capacity of 95 mgd.
The conveyance system is composed of large-diameter tunnels that convey wastewater to the
Brightwater treatment plant and transport treated effluent to a newly constructed outfall in Puget
Sound near Point Wells. The conveyance tunnels are approximately 13 miles in total length.
The conveyance system also includes an influent pump station in Bothell and ancillary facilities
that include structures to collect or divert flow from existing sewers into the Brightwater system.
The project also includes a reclaimed water pipeline system designed to facilitate the reuse of the
highly treated effluent produced by the treatment plant.
The Brightwater treatment plant and conveyance system began full operation in October 2012.
Total Brightwater project costs, including the treatment plant, conveyance system, and outfalls,
were $1.86 billion.
Litigation Resolution. In 2010, the County initiated litigation against Vinci Construction Grands
Projets/Parsons RCI/Frontier-Kemper (“VPFK”) and the performance bond sureties, Travelers
Casualty and Surety Co. and four other companies (the “Sureties”). The contractor VPFK was
originally responsible for mining the two central tunnel conveyance segments and defaulted on
mining one of the tunnels, requiring the County to hire another contractor to complete the
tunneling. The County prevailed in its lawsuit against VPFK and was awarded $144.3 million
($129.6 million in damages and $14.7 million in attorneys’ fees) in early 2013. VPFK and the
Sureties appealed the trial court judgment to the Washington State Court of Appeals, which
affirmed the $144.3 million award to the County in a ruling issued November 9, 2015, and
awarded the County an additional $0.6 million in legal fees. On November 30, 2015, VPFK
asked the Washington State Court of Appeals for reconsideration of its ruling. The motion for
reconsideration was denied on December 29, 2015.
On January 28, 2016, VPFK and the Sureties separately petitioned the Washington State
Supreme Court for review. On September 7, 2016, the Supreme Court issued an order denying
VPFK’s Petition for Review, upholding the 2013 judgment against the contractor in the amount
of $129.6 million. The Supreme Court accepted the Sureties’ Petition for Review, which put at
issue the judgment against the Sureties for attorneys’ fees. The total amount of $15.3 million in
attorneys’ fees was held by WTD until the Supreme Court’s final decision on July 6, 2017. The
Supreme Court affirmed the trial court judgment holding the Sureties liable for attorneys’ fees.
WTD plans to incorporate the entire $144.9 million award into the financial plan that it will
submit to the County Council in March 2018 for the adoption of the 2019 monthly sewer rate.
Combined Sewer Overflow Projects
CSOs are untreated discharges of wastewater and stormwater into water bodies during heavy
rainfall events when combined sewers are full. Combined sewers, which carry both wastewater
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and stormwater, exist in many parts of older cities across the nation, including Seattle.
Stormwater can cause extreme variations in wastewater flows, resulting in the need for large
wastewater facilities and in challenges to the treatment process. To avoid damage to the regional
sewer system and treatment process during heavy rainfall events, combined sewers in Seattle
sometimes overflow into Puget Sound, the Duwamish Waterway, Elliott Bay, Lake Union, the
Lake Washington Ship Canal, and Lake Washington. Within the County wastewater service
area, CSOs exist only within a portion of Seattle. Based on agreements made at the start of the
regional system in 1958, depending on the size of the drainage basin, either the County or Seattle
is responsible for CSOs, and both entities are working to control them under separate long-term
CSO control plans.
The County currently has 39 CSO outfall locations and four CSO treatment facilities which
control overflows that still occur in some older parts of Seattle during heavy rains. Past
investments have resulted in a reduction in untreated CSOs from a baseline of 2.3 billion gallons
per year (based on data from 1980 to 1983) to 800 million gallons in a typical year of rainfall
(based on long-term averages). Weather conditions resulted in 1.0 billion gallons of untreated
CSO discharges in 2016 and 1.5 billion gallons in 2015. Both 2015 and 2016 were wetter than
average, and rain events in 2015 placed it among the most extreme precipitation years since
1977.
In 2013, the United States District Court for the District of Western Washington (the “Court’)
approved a consent decree (the “2013 Consent Decree”) between the County, the U.S.
Department of Justice, the Environmental Protection Agency (“EPA”), and Ecology to undertake
and construct nine facility projects to control the remaining 14 uncontrolled overflow locations
in the system by 2030. The 2013 Consent Decree is consistent with a Long-Term Control Plan
approved by the County Council in 2012.
All milestones required by the 2013 Consent Decree milestones have been met to date with the
exception of the South Magnolia Wet Weather Storage project not achieving controlled status
within one year of construction completion. Construction on South Magnolia was completed in
December 2015 and the facility was operating correctly until an unexpected conveyance pipe
break prevented storm flows in the fall of 2016 from reaching the storage tank. WTD submitted
a Supplemental Compliance Plan to Ecology and EPA in January 2017 outlining plans to bring
the facility back into compliance. WTD will submit an addendum to the plan once the pipeline
break is more fully assessed and a repair method is determined. Once a repair method is
determined, an estimated cost will be developed. It is anticipated the storage facility will be back
online in the first half of 2018.
On July 27, 2016, the County and Seattle signed a joint agreement to implement a project to
control County overflows at its 3rd Avenue West and 11th Avenue Northwest locations (see
Figure 1) and four of the overflow locations designated in Seattle’s consent decree. Seattle will
serve as lead agency for design and construction of a 2.7-mile, approximately 18.8-foot-diameter
storage tunnel (the “Joint Project”) to capture and store a minimum of 15.25 million gallons of
stormwater mixed with sewage from the six CSO sites during a storm event. The Joint Project is
expected to reduce the total of uncontrolled CSO discharges by approximately 50 million gallons
and 130 CSO events per year. The Joint Project is being pursued to reduce community and
environmental impacts in the project area and provide operational efficiencies.
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EPA, Ecology, and the County filed with the Court an “Agreed Non-Material Consent Decree
Modification” on October 25, 2016, to incorporate the Joint Project as part of the 2013 Consent
Decree. This was approved and filed on October 25, 2016, by the U.S. Department of Justice.
The County’s 35% financial share of agreed shared portions of the Joint Project’s total cost has
an estimated capital cost of $133.7 million through 2024. These costs have been reflected in the
table titled “Capital Improvement Plan—Projected Expenditures” in place of the costs for the 3rd
Avenue West and 11th Avenue Northwest projects. The County’s estimated expenditures are
$3.3 million in 2017 and $5.3 million in 2018.
The County is required to update its Long-Term Control Plan (“LTCP”) every five years; its
2018 update will be submitted to Ecology and the EPA with its NPDES permit renewal
application for West Point that is due in January 2019. In the 2018 update, WTD will be
conducting analyses and alternatives assessments for those CSOs where projects are not already
being implemented (Hanford No. 2, Montlake, and University), incorporating new modeling and
flow information that has been obtained since the last LTCP update. The 2018 LTCP will
include refined cost estimates, schedule and project priorities, and sizing assumptions for
recommended projects to address each of these projects.
Figure 1 below shows the approximate locations of the nine CSO control projects included in the
Long-Term Control Plan as well as the four “Beach” CSO projects, consisting of North Beach,
South Magnolia, Murray, and Barton, which were underway prior to the Long-Term Control
Plan development. Except as noted for South Magnolia, the Beach projects have been completed
and are operating. Hanford No. 1 is currently under construction and is expected to be
completed and in operation in the first quarter of 2018. Construction on the Georgetown Wet
Weather Treatment Station is expected to begin in November 2017.
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FIGURE 1:

CURRENT AND FUTURE PROJECTS OF THE CSO SYSTEM

Diagram is not to scale.
Source: King County Wastewater Treatment Division
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Capital Improvement Plan
As shown in the following table, the Sewer System’s CIP for the period 2017-2023 comprises
three distinct elements. In addition to CSO control and CSI projects, the Sewer System expects
to spend significant amounts annually for other capital improvements and the replacement of
existing assets pursuant to its capital asset management plans. In addition, as discussed under
“West Point Flooding Accident,” WTD will be evaluating its capital program based on what
happened at West Point and recommendations made by its consultants. The cost and timing of
these initiatives is not known at this time but will be developed as part of the 2019 monthly
sewer rate proposal and capital improvement program that will be submitted to the County
Council in March 2018.
CAPITAL IMPROVEMENT PLAN—PROJECTED EXPENDITURES(1)
($000)

RWSP
Year

CSO

CSI

Other Improvements
and Asset Management

Total

2017
2018
2019
2020
2021
2022
2023

$ 63,220
59,441
93,231
108,781
107,569
117,907
92,332

$ 53,913
66,891
48,066
53,194
51,295
75,568
110,690

$ 66,734
66,047
79,505
70,653
67,057
46,825
62,526

$ 183,866
192,380
220,803
232,628
225,921
240,300
265,549

Total

$ 642,482

$ 459,618

$ 459,347

$ 1,561,446

(1) Expenditures in 2017-2023 are in nominal dollars. The capital expenditures shown above were used
to develop projected Sewer Rates and the projections shown in the table titled “Projected Financial
Statements” and are based on an expected accomplishment rate of 85% of total budged expenditures
for the period.
Note: totals may not add due to rounding.
Source: King County Wastewater Treatment Division

Future Sewer System Financing Plans
The current financial plan for the Sewer System projects that 40% of the CIP will be funded
from Net Revenue from 2018 through 2023. It also anticipates the issuance of approximately
$712 million of additional Parity Bonds and approximately $73 million of additional variable
rate Junior Lien Obligations for new money purposes from 2017 through 2023 to provide
continued funding for the CIP. Scheduled principal payments on Parity Bonds and Parity Lien
Obligations for this period total $558 million. Another $57 million of the CIP is expected to be
funded from executed loan commitments with Ecology, of which $26.7 million has been drawn
upon in 2017.
In July 2017, the EPA invited WTD to submit a formal application for up to $128.6 million of
assistance for the Georgetown CSO project from the EPA’s newly launched Water Infrastructure
Finance and Innovation Act (“WIFIA”) loan program. WTD anticipates that it will complete and
submit its application to the EPA by the end of 2017; however, EPA’s terms and conditions for
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its WIFIA loan are not known at this time. Should WTD and the EPA complete and close the
transaction, proceeds from the WIFIA loan could be available to pay Georgetown CSO project
costs beginning the second half of 2018 or early 2019. The County expects to issue the WIFIA
loan as Parity Bonds, subject to County Council approval.
Other than such new money issuances, when and if market conditions allow refunding of any
outstanding bonds for the purpose of realizing debt service savings, the County may pursue such
refundings.
Environmental Regulation
Federal Clean Water Act. The Clean Water Act requires that discharges of pollutants be
permitted under the National Pollutant Discharge Elimination System (“NPDES”) program
administered by EPA, which has delegated to Ecology authority to administer NPDES permits in
Washington.
Ecology renewed the West Point treatment plant NPDES permit in 2014 and the South treatment
plant NPDES and reclaimed water permits in 2015. The permit for the Vashon treatment plant
was renewed in January 2017. These permits cover the treatment plants and their conveyance
systems for a period of five years and expire in January 2020 for West Point, July 2020 for the
South Treatment Plant, and February 2022 for the Vashon treatment plant. All secondary
treatment effluent limits and general requirements remained the same as in the previous permits.
Some additional data requirements were added for the CSO Treatment facilities, and two studies
requirements were added for the Elliott West CSO Treatment facility. All such sampling and
reporting continue to be performed on time and in full.
The NPDES and reclaimed water permits for Brightwater expired in July 2016 and have been
administratively extended. Application for the renewal of the Brightwater NPDES permit was
made in 2015 and the renewal process is underway. Under Ecology’s administrative rules,
current permits are extended until such time as the renewal process is completed. The NPDES
and reclaimed water permits for the Carnation treatment plant were combined and renewed in
2013 and will expire in December 2018.
Except as described under “West Point Flooding Accident,” all five of the wastewater treatment
plants have met their permit effluent limits in 2017. Brightwater, which began discharging into
Puget Sound in November 2012, was in compliance with its permit levels in 2012, 2013, and
2015, but had one permit exception lasting several hours in 2014 pertaining to the minimum pH
level in its effluent and one exception in 2016 when effluent chlorine levels exceeded the
permitted maximum for the week of October 9.
Nutrient Removal Standards. The reduction of nutrient discharges from point and non-point
sources has been identified as a major policy initiative by Ecology, EPA, and the Puget Sound
Partnership’s Action Agenda for Puget Sound (a National Estuary Program). A significant
number of water bodies nationwide, including some Puget Sound locations, experience low
dissolved oxygen that at times fails to meet water quality standards. In early 2017, Ecology
launched the Puget Sound Nutrient Source Reduction Project (the “Reduction Project”) aimed at
reducing sources of nutrient loads that are contributing to decreased dissolved oxygen in Puget
Sound. The Reduction Project is a multi-year undertaking and will involve collaboration

39

between many stakeholders, including the County, to both understand the impacts of nutrients on
Puget Sound and develop strategies to manage the problem.
If the result of the Reduction Project indicates that County treatment plants cause or contribute to
water quality impairment, the County may be required to identify how nitrogen levels in
treatment plant effluent can be reduced. It is anticipated that a significant period of time will be
required before conclusions can be drawn from the Reduction Project, or regulations for nutrient
controls would be promulgated.
Superfund Liability. The Comprehensive Environmental Response, Compensation and Liability
Act of 1980 created the federal Superfund, the program administered by EPA that addresses
abandoned hazardous waste sites. The two basic kinds of liability described under the Superfund
law are liability related to historic contamination and liability related to damages to natural
resource values.
In 2001, EPA listed the Lower Duwamish Waterway south of downtown Seattle as a Superfund
site. EPA issued an administrative order that required the County, Seattle, the Boeing Company,
and the Port of Seattle to conduct studies to determine the nature and extent of contamination in
the Lower Duwamish Waterway. The County and the other three parties recently agreed with
EPA to amend the administrative order and to conduct additional studies pursuant to the
amendment. The Feasibility Study, which discusses the remediation alternatives, has been
issued in final form by EPA. EPA issued a Record of Decision (“ROD”) in the latter part of
2014. The ROD contains EPA’s final plan for cleanup of the Lower Duwamish Waterway. In
the ROD, EPA provided an order-of-magnitude engineering cost estimate of $395 million (in
2011 dollars) for the total clean-up costs (capital and operating) for the entire project with a
range for actual costs of between 30% lower and 50% greater. EPA estimated that there would
be seven years of active clean-up and ten or more years of monitoring.
The County and a number of other parties are participating in an alternative dispute resolution
process, called an allocation, to determine shares of liability for the costs of the cleanup. If
parties that participate in the allocation accept their allotted shares, they then expect to enter into
a settlement agreement and to negotiate a consent decree with EPA to implement the cleanup.
Due to the fact that the parties do yet know their respective shares of cleanup costs and no
consent decree has been negotiated with EPA, the County is unable to determine the schedule or
cost of any required remediation or the extent to which the County and WTD will be responsible
for the cost of such remediation.
The County has participated in discussions with the National Oceanic and Atmospheric
Administration (“NOAA”) regarding alleged natural resource damages (“NRD”) in the Lower
Duwamish Waterway and around Harbor Island. These discussions have included NOAA’s
determination that the County may be a potentially liable party that has contributed to the release
of hazardous substances that have injured natural resources. NOAA notified the County in
February 2016 that the Natural Resources Trustees will proceed with an NRD assessment and
invited the County to participate in the development of the assessment. The County notified
NOAA in March 2016 that the County desires to conduct settlement discussions with NOAA
regarding the NRD liability that NOAA attributes to the County. The County’s intent in past
discussions with NOAA has been to minimize the County’s alleged liability relative to the other
liable parties. The County will maintain that intent in future discussions with NOAA.
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Further information regarding existing and potential environmental remediation liabilities is
contained in Appendix D—King County Water Quality Enterprise Fund 2016 Audited Financial
Statements—Notes 7 and 12.
Endangered Species Act. The federal Endangered Species Act (“ESA”) includes requirements
that the County consult with the National Marine Fisheries Service or the United States Fish and
Wildlife Service (together, the “Services”) about Sewer System capital projects that receive
federal funding or federal permits. Since Chinook salmon from rivers and streams flowing into
Puget Sound were listed as threatened in 1999, the consultation process has changed significantly
and become more complicated, time-consuming, and expensive.
Initially, the County sought to obtain long-term programmatic agreements with the Services
covering ESA compliance for all Sewer System capital projects. After more than five years
spent pursuing these long-term programmatic agreements, the County determined that
completing ESA consultations on individual projects was preferable to pursuing long-term
programmatic agreements such as a habitat conservation plan or programmatic biological
assessment. Since that time other species have also been listed as threatened. The County
continues to comply with ESA through the traditional consultation process on a project-byproject basis.
Revisions to State Water Quality Standards. On November 15, 2016, EPA published in the
Federal Register a final rule for human health water quality criteria applicable to the State that
incorporates a combination of Ecology and EPA criteria. The rule sets applicable human health
standards that will adequately protect State residents from exposure to toxic pollutants. The
adopted water quality standards include substantial revisions to previous assumptions, including
the fish consumption rate used in the criteria derivation process used to calculate the criterion for
each regulated contaminant. These newly adopted criteria are more stringent than the previously
version of the State’s applicable human health water quality standards. The Sewer System’s
secondary and CSO treatment facilities must operate in compliance with all standards that apply
to those discharges. The County continues to monitor Ecology’s implementation of the new
water quality standards and the potential effects of any proposed changes on effluent limitations
of the Sewer System’s discharges.
Earthquakes and Climate Change
The Sewer System is located above or near a number of geological faults capable of generating
significant earthquakes. The Puget Sound region is characterized by geotechnical conditions that
could result in areas of liquefaction and landslide in an earthquake. In anticipation of such
potential disasters, the County designs and constructs Sewer System facilities to the seismic
codes in effect at the time the projects are designed. Although the County has implemented
disaster preparedness plans, there can be no assurance that these or any additional measures will
be adequate in the event a natural disaster occurs, nor that costs of preparedness measures will be
as currently anticipated. Further, damage to components of the Sewer System could cause a
material increase in costs for repairs or a corresponding material adverse impact on Revenue of
the System. The County is not obligated under the Bond Ordinance to maintain earthquake
insurance on the Sewer System, and the County does not now and does not plan to maintain
earthquake insurance sufficient to replace all components of the Sewer System.
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Rising sea levels and changing regional rainfall patterns, such as an increase in winter rainstorm
frequency or intensity, are potential climate change impacts for the Sewer System. See “West
Point Flooding Accident.” Sea level rise has been incorporated as a factor in the siting and
planning of new facilities since 2008, when WTD evaluated the potential for sea level rise to
flood existing coastal facilities and found that the risk of flooding at WTD facilities is expected
to remain low until at least after 2050. WTD and the King County Water and Land Resources
Division have also contracted with researchers at the University of Washington to develop new
projections for precipitation in the region. WTD staff plan to use the results of this research, to
be completed in 2017, to model the possible impacts of these changes on wastewater conveyance
and treatment.
Strategic Climate Action Plan
In 2015, the County updated its existing Strategic Climate Action Plan (“SCAP”) and
strengthened initiatives to reduce greenhouse gas (“GHG”) emissions and prepare for the impacts
of climate change in County operations and throughout the community. The goals of the SCAP
are to increase the use and efficiency of transit, provide land use planning and community design
supporting transportation choices, reduce non-renewable energy use and increase production of
renewable energy, support healthy and productive farms and forests, minimize consumption and
waste of materials, and safeguard facilities and infrastructure from anticipated environmental
change. The SCAP requires County divisions to analyze capital improvement projects for
opportunities to reduce energy use and GHG emissions and to incorporate building efficiency
standards into capital improvement planning.
In furtherance of the SCAP, in February 2015, the County required WTD to achieve carbon
neutrality in its operations by 2025. WTD has estimated that in 2012, 70% of its GHG emissions
were already being offset through the application of biosolids as a soil amendment on farms and
forests (which stores carbon in the soil, promotes plant growth that further removes carbon from
the atmosphere, and replaces commercial fertilizer that is fossil-fuel intensive to produce) and
through the capture of methane gas in anaerobic digesters that is produced at three of WTD’s
regional treatment plants for use or sale as renewable energy. The fuel mix of WTD’s energy
suppliers has a significant impact on the quantity of WTD’s GHG emissions. Based on
emissions data from its energy suppliers, WTD estimates that 92% of its GHG emissions were
offset in 2014 and 95% in 2015.
The 2017/2018 budget includes $1.25 million for SCAP-related operating improvements that are
expected to reduce the amount of materials entering the waste stream during project construction
and demolition, achieve green building targets, and improve the fuel efficiency of the biosolids
truck fleet. The 2017/2018 budget also includes $1.0 million of capital projects to reduce GHG
emissions associated with transporting biosolids by optimizing plant equipment to produce a
smaller volume of biosolids
Beginning in January 2019, electric energy requirements for the South Plant and other WTD
facilities in the service territory of Puget Sound Energy will be provided under a ten-year
contract for green energy from a wind facility in western Washington. The cost of these
purchases has been included as Operating Expenses in the “Projected Financial Statements”
herein.
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WTD is developing processes to evaluate the energy savings and GHG emission reductions from
changes in its operations and its capital improvement program and is identifying programs and
projects that are needed to achieve carbon neutrality by 2025. Although the costs of current
carbon reduction initiatives are reflected in the CIP, additional costs that may be incurred to
achieve carbon neutrality by 2025 cannot be determined at this time.
KING COUNTY

General
As a general purpose government, the County provides roads, solid waste disposal, flood control,
certain airport facilities, public health and other human services, park and recreation facilities,
courts, law enforcement, agricultural services, property tax assessment and collection, fire
inspection, planning, zoning, animal control, and criminal detention and rehabilitative services.
In addition, with its assumption of the Municipality of Metropolitan Seattle in 1994, the County
provides transit and wastewater treatment services (collectively, the “metropolitan functions”).
Certain of these services are provided on a County-wide basis and certain others only to
unincorporated areas or by intergovernmental contract.
Organization of the County
The County is organized under the executive-council form of government and operates under a
Home Rule Charter adopted by a vote of the electorate in 1968. The County Executive, the
members of the County Council, the Prosecuting Attorney, the County Assessor (the
“Assessor”), the Director of Elections, and the Sheriff are all elected to four-year terms.
County Executive. The County Executive serves as the chief executive officer of the County.
The County Executive presents to the County Council annual statements of the financial and
governmental affairs of the County, budgets, and capital improvement plans. The County
Executive signs, or causes to be signed on behalf of the County, all deeds, contracts, and other
instruments. All County employees report to the County Executive except those appointed by
the County Council, Superior and District Courts, Prosecuting Attorney, Assessor, Director of
Elections, or Sheriff.
County Council. The County Council is the policy-making legislative body of the County. The
nine Councilmembers are elected by district to four-year staggered terms and serve on a full-time
basis. The County Council sets tax levies, makes appropriations, and adopts and approves the
operating and capital budgets for the County.
Superior and District Courts. The State Constitution provides for county superior courts as the
courts of general jurisdiction. The County currently has 53 superior court judges who are elected
to four-year terms and 21 district court judges who are elected to four-year terms.
County’s Budget Process
Revenue forecasts are developed by the County’s independent Office of Economic and Financial
Analysis and submitted to the King County Forecast Council for approval. The Forecast Council
consists of the County Executive, two Councilmembers, and the Director of the Office of
Performance, Strategy and Budget.

43

The County’s Office of Performance, Strategy and Budget, under the direction of the County
Executive, is responsible for (i) preparation and management of the operating and capital
budgets, (ii) expenditure and revenue policy, and (iii) planning and growth management.
Beginning in 2014 for the 2015/2016 biennium, the County has implemented the adoption of
biennial budgets for all agencies.
These budgets must be presented to the County Council on or before September 27 of each year.
The County Council holds public hearings and may increase or decrease proposed
appropriations. Any changes in the budget must be within the revenues and reserves estimated
as available, or the revenue estimates must be changed by an affirmative vote of at least six
Councilmembers. The County Executive has general and line-item veto power over
appropriation ordinances approved by the County Council. Each appropriation ordinance
establishes a budgeted level of authorized expenditures that may not be exceeded without County
Council approval of supplemental appropriation ordinances. The County Executive, within the
restrictions of any provisos of the appropriation ordinances, may establish and amend line-item
budgets as long as the total budget for each appropriation unit does not exceed the budgeted level
of authorized expenditures. By an affirmative vote of at least six Councilmembers, the County
Council may override any general or line-item veto by the County Executive.
Finance and Business Operations Division
The Finance and Business Operations Division comprises five sections. The Treasury
Operations Section manages the receipt and investment of assigned revenues due to the County
or to other agencies for which the section performs the duties of treasurer and is responsible for
the issuance and administration of the County’s debt. The Financial Management Section is
responsible for the accounting and disbursing of assigned public funds. The other sections are
responsible for administering the County’s payroll and benefits and for managing the County’s
procurement and contracting practices.
Auditing
Legal compliance and fiscal audits of all County agencies are conducted by examiners from the
State Auditor’s office. The County is audited annually. The most recent State Auditor’s Report
is for the year ended December 31, 2016, and is incorporated into the County’s Comprehensive
Annual Financial Report (“CAFR”) for 2016.
The County’s 2016 CAFR in its entirety may be accessed on the internet at the following link:
www.kingcounty.gov/operations/Finance/FMServices/CAFR.aspx
or obtained from the Financial Management Section at the King County Finance and Business
Operations Division, 500 Fourth Avenue, Room 600, Seattle, Washington 98104. See
Appendix C—Excerpts from King County’s 2016 Comprehensive Annual Financial Report.
The financial statements of the Water Quality Enterprise as of and for the fiscal year ended
December 31, 2016, included herein as Appendix D, have been audited by Moss Adams LLP,
independent auditors, as stated in its report appearing therein. The County has not requested that
Moss Adams LLP provide permission for inclusion of its report on the audited financial
statements included in this Official Statement, and Moss Adams LLP has not performed, since
the date of its report included therein, any procedures on the financial statements addressed in
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that report. Further, Moss Adams LLP has not participated in any way in the preparation or
review of this Official Statement.
County Fund Accounting
The County uses fund accounting to ensure compliance with finance-related legal requirements.
The funds of the County are divided into three categories: governmental funds, proprietary
funds, and fiduciary funds.
Most of the basic services provided by the County are paid from its governmental funds. The
County’s governmental funds include a General Fund and individual Special Revenue, Debt
Service, and capital project funds. The proprietary funds are generally used to account for
services for which the County charges customers a fee, while the fiduciary funds are used to
account for resources held for the benefit of parties other than the County.
Major Governmental Fund Revenue Sources
The County’s two major revenue sources for general County purposes are taxes and
intergovernmental revenues. The General, Special Revenue, and Debt Service Funds received
approximately 95% of taxes and 96% of intergovernmental revenues in 2016. Taxes and
intergovernmental revenues provided approximately 59% of the total revenue in the
governmental funds of the County in 2016. Additional sources of revenue are licenses and
permits, charges for services, fines and forfeits, and miscellaneous revenues.
Taxes. The following table lists various taxes collected and deposited in the governmental
funds of the County, excluding the Flood Control Zone District Fund and the Ferry District
Fund. A description of each type of tax follows the table.
TAXES COLLECTED
AS OF DECEMBER 31
($000)

2012

Source
Real and Personal Property Tax(1)

2013

2014

2015

2016

$ 555,994

$ 582,478

$ 679,300

$ 641,916

$ 752,462

137,176

147,129

160,635

175,419

191,716

21,476

20,867

20,993

20,036

17,563

21,268

20,244

23,237

22,843

3,287

8,004

11,059

10,924

14,602

14,863

E-911 Excise Tax

23,316

23,515

22,440

21,396

21,430

Other Taxes

14,677

15,003

16,115

20,000

20,559

$ 781,911

$ 820,295

$ 933,644

$ 916,212

$ 1,021,880

Retail Sales and Use Tax(2)
Penalty and Interest on Property Taxes
(3)

Hotel/Motel Tax

Real Estate Excise tax

Total

(1) Excludes revenue generated by real and personal property taxes to support public transit.
(2) Excludes revenue generated by the 0.9% levy to support public transit.
(3) See “Hotel/Motel Tax” below.
Source: King County Finance and Business Operations Division—Financial Management Section

REAL AND PERSONAL PROPERTY TAX. The method of determining the assessed value of
real and personal property, the County’s taxing authority, tax collection procedures, tax
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collection information, and the allocation of such taxes are described in “Property Tax
Information” herein.
RETAIL SALES AND USE TAX. The State first levied a retail sales tax and a corresponding
use tax on taxable uses of certain services and personal property in 1935. Counties, cities,
and certain other municipal corporations in the State are also authorized to levy various
sales and use taxes. Neither the State nor local governments in the State collect an income
tax.
As of December 31, 2016, a sales and use tax of 9.5% was charged on all gross retail sales
in the County within the boundaries of the Central Puget Sound Regional Transit Authority
(“Sound Transit”) and 8.6% outside its boundaries (excluding food products for offpremise consumption and certain other exempt items described below). The resulting tax
revenues are allocated 6.5% to the State, 0.9% to the County to support public transit,
0.15% to the County and 0.85% to a city or town if the area is incorporated or 1% to the
County in unincorporated areas, 0.1% to cities within the County and to the County for
criminal justice purposes, 0.1% to the County for the purpose of providing new or
expanded chemical dependency or mental health treatment services and for the operation of
new or expanded therapeutic court programs, and 0.9% collected within the boundaries of
Sound Transit to fund Sound Transit. Effective April 1, 2017, the rate collected within the
boundaries of Sound Transit to fund Sound Transit was increased to 1.4%, bringing the
total rate for gross retail sales in the County and within the boundaries of Sound Transit to
10.0%.
The sales tax currently is applied to a broad base of tangible personal property and selected
services purchased by consumers, including construction (labor and materials), machinery
and supplies used by businesses, services and repair of real and personal property, and
many other transactions not taxed in other states. The use tax supplements the sales tax by
taxing the use of certain services and the use of certain personal property on which a sales
tax has not been paid (such as items purchased in a state that imposes no sales tax). The
State Legislature, and the voters through the initiative process, have changed the base of
the sales and use tax on occasion, and this may occur again in the future. See “Initiatives
and Referenda.” Among the various items not currently subject to the sales and use tax are
most personal services, motor vehicle fuel, most food for off-premises consumption, tradeins, and purchases for resale. Most lodging is not subject to the sales tax because the State
Legislature has limited the total sales taxes that may be imposed on lodging. See
“Hotel/Motel Tax” below.
Sales taxes on applicable retail sales are collected by the seller from the consumer. Use
taxes are payable by the consumer upon the applicable rendering of service or use of
personal property. The County collects any use tax imposed on the use of motor vehicles.
Each seller (and the County) is required to hold taxes in trust until remitted to the State
Department of Revenue, which usually occurs on a monthly basis. The State Department
of Revenue administers and collects sales and use taxes from sellers, consumers, and the
County and makes disbursements to the County on a monthly basis.
The State currently provides payments to certain jurisdictions, including the County, to
mitigate net losses in sales and use tax collections of local taxing jurisdictions resulting
from the 2007 change to destination-based sourcing of sales taxes. Mitigation payments
currently are distributed at the end of each quarter for the net loss experienced in the
preceding quarter, taking into account both the jurisdiction’s loss of local sales tax revenue
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and its “voluntary compliance revenue.” The County received approximately $500,000 in
mitigation payments in 2016. In 2017, the State Legislature enacted legislation intended to
increase compliance with payment of use taxes (Enrolled House Bill 2163, part II of
chapter 28, Laws of 2017, 3rd special session) (“EHB 2163”), including from online
purchases. Under EHB 2163, mitigation payments will be phased out in 2019. Both the
State’s legal authority to enforce EHB 2163 on out-of-State persons and the ultimate effect
of EHB 2163 on County sales and use tax revenues are uncertain.
PENALTY AND INTEREST ON PROPERTY TAXES. Interest of 12% per annum is charged on all
delinquent real and personal property taxes until the taxes are paid. There is an 11%
penalty in addition to the 12% interest rate on delinquent taxes: 3% is assessed on the
amount of tax delinquent on June 1 of the year in which the tax is due and 8% is assessed
on the total amount of delinquent tax on December 1 of the year in which the tax is due.
The amount of penalty and interest collected is credited to the County’s General Fund.
HOTEL/MOTEL TAX. Under the authority of State legislation, the County levies a 2% excise
tax on all transient lodging within the County. Effective January 1, 2013, the County no
longer levies this tax on transient lodging within the City of Bellevue. The tax is collected
by the State through its sales tax program and distributed to the County. The revenue has
been used for the payment of certain of the County’s general obligation bonds, excluding
the Bonds.
From January 1, 2013, through December 31, 2015, all such taxes collected were used to
retire the debt on the County’s former multi-purpose sports stadium and subsequently
distributed into an account dedicated to arts, culture, and heritage programs. From
January 1, 2016, through December 31, 2020, all such taxes are retained by the State and
used primarily to pay the debt service on bonds issued by the State to finance its football
stadium and exhibition hall. On and after January 1, 2021, all such taxes are to be
distributed to the County and used for arts, culture, and heritage programs, affordable
workforce housing within one-half mile of a transit station, services for homeless youth,
projects to promote sustainable workplace opportunities near a community impacted by the
construction or operation of tourism-related facilities, and tourism promotion.
REAL ESTATE EXCISE TAX. The County imposes a real estate excise tax of 0.5% on
property sales in unincorporated areas. The funds are used for capital projects benefiting
unincorporated area residents and parks in unincorporated areas of the County. The
County’s tax is in addition to the current State real estate excise tax of 1.28%. A portion of
the revenue is used for the payment of certain of the County’s general obligation bonds,
excluding the Bonds.
E-911 EXCISE TAX. The County has levied a tax on all telephone access lines since 1984,
to provide enhanced emergency telephone service throughout the entire County.
OTHER TAXES. Other taxes include an automobile rental sales and use tax, business taxes,
a leasehold excise tax, a timber harvest tax, gambling taxes, and, until 2014, certain public
facilities district taxes.
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Intergovernmental Revenue. The following table lists various intergovernmental revenues. A
description of each type of intergovernmental revenue follows the table.
VARIOUS INTERGOVERNMENTAL REVENUES
AS OF DECEMBER 31
($000)

Source

2012

Grants

2013

2014

2015

2016

$ 205,690

$ 161,851

$ 146,453

$ 135,870

$ 146,873

Revenue Sharing

12,065

10,753

12,703

13,604

13,801

Gas Tax

13,098

12,989

12,838

12,792

13,542

1,664

1,088

1,169

1,261

1,466

360,674

369,344

463,739

233,702

182,883

10,737

10,363

10,580

11,213

10,270

$ 603,928

$ 566,388

$ 647,482

$ 408,442

$ 368,835

Liquor Tax and Profits
Intergovernmental Payments

(1)

Other Intergovernmental Revenues
Total

(1) As of 2015, intergovernmental payments that are not grants are reported as charges for services. As
of 2016, due to a change in State reporting requirements, specific amounts previously reported as
intergovernmental payments are now reported as charges for services.
Source: King County Finance and Business Operations Division—Financial Management Section

GRANTS. In 2016, operating, health, public employment, and capital improvement grants
from the federal government, either directly or indirectly through the State or local
governmental agencies, contributed an estimated $94.5 million in federal grant revenue to
the County. This comprised 64.4% of total 2016 grant revenue received by the County. See
“Other Considerations—Sanctuary Jurisdiction Impact.” The remaining 35.6% of estimated
grant revenue was from the State.
The following table lists by source and function the various grants received by the County
for the years ended December 31, 2015 and 2016.
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2015 AND 2016 GRANT REVENUE
BY SOURCE AND FUNCTION
2015
Item as a
Actual
Percent of
($000)
Total Actual
Federal
General Government Services
Law, Safety and Justice
Physical Environment
Transportation
Economic Environment
Mental and Physical Health
Culture and Recreation

Actual
($000)

Item as a
Percent of
Total Actual

13,156
2,861
2,556
21,500
39,579
-

0.0 %
9.7
2.1
1.9
15.8
29.1
-

$

13,978
1,326
4,446
22,256
52,510
-

0.0 %
9.5
0.9
3.0
15.2
35.8
0.0

$ 79,652

58.6 %

$ 94,516

64.4 %

$

7,165
8,164
5,049
16,719
19,121
-

0.0 %
5.3
6.0
3.7
12.3
14.1
0.0

$

112
6,235
5,757
3,329
15,787
20,231
906

0.2 %
8.5
7.8
4.5
21.5
27.5
1.2

Total State

$ 56,218

41.4 %

$ 52,357

35.6 %

Total Grants

$ 135,870

100.0 %

$ 146,873

100.0 %

Total Federal
State:
General Government Services
Law, Safety and Justice
Physical Environment
Transportation
Economic Environment
Mental and Physical Health
Culture and Recreation

$

2016

Source: King County Finance and Business Operations Division—Financial Management Section

REVENUE SHARING. In 1999, passage of Initiative 695 and the subsequent repeal of the
Motor Vehicle Excise Tax by the State Legislature in 2000 eliminated a dedicated funding
source for public health. As backfill, the State Legislature began allocating State General
Fund revenues to local health jurisdictions in support of their responsibilities under the
Health Reform Act of 1993. In 2016, this legislative allocation generated $12.7 million in
revenues for public health purposes in the County.
GAS TAX. Counties are entitled to 19.2287% of 44.5 cents (January 1 through June 30,
2016) or 49.4 cents (July 1 through December 31, 2016, and thereafter) of the State motor
vehicle fuel tax collected by the State, less amounts for State supervision and studies and
amounts withheld for the County Road Administration Board (RCW 46.68.090(2)(h)). The
motor vehicle fuel tax is allocated to counties by the County Road Administration Board
according to a formula based on population, needs, and financial resources. The County
received 8.2808% of the tax distributed to counties in 2016.
In addition, the County Road Administration Board program allocates funds to the County
for the construction of arterial streets in urban areas. The State’s County Arterial
Preservation Program receives 1.9565% of 44.5 cents (January 1 through June 30, 2016) or
49.4 cents (July 1 through December 31, 2016, and thereafter) of the State motor vehicle
fuel tax (RCW 46.68.090(2)(i)). The County received 3.682% of these funds in 2016, based
on the County’s share of State-wide arterial preservation funds.
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LIQUOR TAX AND PROFITS. Initiative 1183, passed by voters in November 2011, privatized
liquor distribution and sales within the State effective June 1, 2012. Accordingly, the State
now receives revenue from both excise taxes on liquor and license fees on distributors and
retailers. Local governments receive a share as intergovernmental revenues in separate
distributions reflecting each of these sources.
Thirty-five percent of State liquor excise tax revenues are deposited in the liquor excise tax
account for distribution to cities and counties. From this amount, $2.5 million per quarter is
remitted to the State general fund, with the remainder distributed 80% to cities and 20% to
counties.
Distributions of liquor board profits come from the license fees on distributors and retailers.
Initiative 1183 required that these distributions remain at least as large as liquor board profit
distributions prior to privatization and that, beginning in September 2012, an additional
$10 million annually be distributed on a quarterly basis to cities, counties, and border areas.
After revenues are distributed to border cities (0.3% of the total), 80% of the remainder
goes to cities and 20% to counties.
INTERGOVERNMENTAL PAYMENTS. These are payments made to one unit of government for
performing a service that is a statutory responsibility of another unit of government. In
2016, approximately 75% of these payments were related to the County’s provision of
mental health, public health, law enforcement, jail, and flood control services.
OTHER INTERGOVERNMENTAL REVENUE. Other sources of intergovernmental revenue
include distributions from the State for criminal justice purposes and criminal justice costs
related to aggravated murder cases, vessel registration fees, mitigation payments relating to
certain changes in the administration of the sales and use tax (which are scheduled to be
phased out in 2019), and other miscellaneous items.
Operating Deficits
If a County fund experiences an operating deficit, that fund is able to borrow from the County’s
portion of the King County Investment Pool (the “Investment Pool”). All such borrowings must
comply with the procedures established by the Executive Finance Committee. Interest accrues
on borrowed amounts at the interest rate earned by the Investment Pool during the term of such
borrowing. County policies with respect to such borrowings do not require that funds be repaid
prior to the end of the County’s fiscal year. Such borrowings are infrequent, as the County has
systems in place intended to ensure, on a planning basis, that funds on hand are sufficient to meet
operating requirements. At no time in the past five years was there an operating deficit in the
General Fund.
Financial Results
The following tables provide a comparative balance sheet and comparative statement of
revenues, expenditures, and changes in fund balance for the County’s General Fund and a
comparative statement of revenues, expenditures, and changes in fund balance for the
governmental funds (General, Special Revenue, and Debt Service) (notes for that statement are
on the succeeding page).
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GENERAL FUND
COMPARATIVE BALANCE SHEET
(Years Ended December 31) ($000)
2012

2013

2014

2015

2016

ASSETS
Cash and cash equivalents
Taxes receivable - delinquent
Accounts receivable
Estimated uncollectible accounts receivable
Interest receivable
Due from other funds
Interfund short-term loans receivable
Due from other governments
Estimated uncollectible due from other governments
Advances to other funds

$ 106,168
7,264
80,328
(66,973)
9,003
2,610
6,194
44,677
(285)
3,800

$ 87,093
7,652
81,750
(68,035)
7,453
8,232
45,341
(187)
300

$ 71,558
7,716
85,476
(71,194)
6,817
92
34,828
(297)
300

$ 59,475
7,686
68,647
(59,283)
8,872
790
49,562
(10)
300

$ 80,231
7,879
50,372
(37,250)
11,497
1,896
57,469
(10)
-

TOTAL ASSETS

$ 192,786

$ 169,599

$ 135,296

$ 136,039

$ 172,084

$

$

$

$

LIABILITIES, DEFERRED INFLOWS OF RESOURCES,
AND FUND BALANCE
Liabilities
Accounts payable
$ 4,304
Due to other funds
9,300
Due to other governments
621
Wages payable
20,613
Taxes payable
204
Unearned revenues
6
Custodial accounts
2,934
Total liabilities
Deferred inflows of resources
Unavailable revenue

3,377
6,629
24,620
189
3,411
1,886

3,806
2,407
513
14,471
179
1,724
1,021

6,967
1,554
16,194
108
970
51

8,331
4,339
2,200
18,133
180
78

$ 37,982

$ 40,112

$ 24,121

$ 25,844

$ 33,261

$ 15,160

$ 15,117

$

7,967

$

7,566

$ 13,344

$

$

$

300
2,803
20,212
8,151
71,742

$

300
1,781
20,310
12,125
68,113

(1)

Fund balance
Nonspendable
Restricted
Committed
Assigned
Unassigned
Total fund balance (2)
TOTAL LIABILITIES, DEFERRED INFLOW OF
RESOURCES, AND FUND BALANCE

3,800
2,702
21,761
8,827
102,554

300
2,506
24,982
8,264
78,318

$

1,659
20,497
35,128
68,195

$ 139,644

$ 114,370

$ 103,208

$ 102,629

$ 125,479

$ 192,786

$ 169,599

$ 135,296

$ 136,039

$ 172,084

(1) As a result of the implementation of Governmental Accounting Standards Board (“GASB”)
Statement No. 65 in 2013, certain liabilities were reclassified retroactively under Deferred Inflows of
Resources.
(2) After the release of the County’s 2012 CAFR, it was identified that the General Fund balance for
2012 was overstated by $6.186 million as a result of both an overestimation of revenues for election
cost billings and the reversal of a year-end recognition of unrealized Investment Pool gains. This
overstatement was also included in the beginning fund balance for 2013 shown in the 2013 CAFR.
The overstatement was corrected through 2013 current period activity in the 2013 audited financial
statements, and the 2013 ending fund balance reflects this correction.
Source: King County Finance and Business Operations Division—Financial Management Section
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GENERAL FUND
COMPARATIVE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND
BALANCE
(Years Ended December 31) ($000)
2013

2012

2014

2015

2016

REVENUES
$ 282,775

Property taxes

$ 311,500

$ 319,188

$ 326,774

$ 334,446

Penalties and interest - delinquent taxes

21,476

20,869

20,993

20,036

17,563

Sales, excise and other taxes

97,551

104,291

112,333

128,979

132,846

Licenses and permits

4,418

4,741

4,753

4,971

5,712

Federal grants

9,311

8,287

9,028

8,803

8,087

State grants
Entitlements and shared revenues
Intergovernmental revenues (1)
Charges for services

(1)

3,273

2,531

2,326

2,590

2,594

11,148

10,109

10,422

11,439

10,485

77,619

4,294

3,370

3,470

13,563

114,226

192,632

206,899

225,752

242,055
8,191

Fines and forfeits

8,262

7,233

5,922

6,906

Interest earnings

3,612

1,458

1,632

1,696

3,881

15,103

3,045

7,490

8,252

8,285

2,443

13,668

4,653

3,049

2,459

$ 651,217

$ 684,658

$ 709,009

$ 752,717

$ 790,167

$ 429,240

$ 460,039

$ 491,145

$ 513,910

$ 539,041

Rents and royalties
Other miscellaneous revenues
TOTAL REVENUES
EXPENDITURES
Current
Personal services
Supplies

13,021

14,189

14,619

13,601

14,905

Contract services and other charges

68,605

53,504

40,186

41,640

42,727

2,786

2,733

2,901

3,217

3,657

82,217

89,794

99,114

106,630

107,950

Contributions
Interfund service support

-

-

-

-

-

-

17

44

64

203

1,149

1,452

1,895

1,792

1,861

TOTAL EXPENDITURES

$ 597,018

$ 621,728

$ 649,904

$ 680,854

$ 710,344

EXCESS OF REVENUES OVER (UNDER) EXPENDITURES

$ 54,199

$ 62,930

$ 59,105

$ 71,863

$ 79,823

$

$

$

$

$

Interest and related costs
Debt service
Capital outlay

OTHER FINANCING SOURCES (USES)
Sale of capital assets

62

156

81

2

5,328

118

261

11,119

(49,654)

(93,594)

(71,991)

(72,784)

(68,094)

$ (49,323)

$ (88,204)

$ (71,717)

$ (72,442)

$ (56,973)

$

4,876

$ (25,274)

$ (12,612)

$

(579)

$ 22,850

134,768

139,644

115,820

103,208

102,629

$ 139,644

$ 114,370

$ 103,208

$ 102,629

$ 125,479

Transfers out
TOTAL OTHER FINANCING SOURCES (USES)

93
238

Transfers in

EXCESS OF REVENUES AND OTHER SOURCES OVER
(UNDER) EXPENDITURES AND OTHER USES
FUND BALANCE - JANUARY 1 (Restated) (2)(3)
FUND BALANCE - DECEMBER 31

(3)
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NOTES TO TABLE:

(1) Amounts for the years 2013-2015 previously reported as intergovernmental revenues were restated as
charges for services due to a change in State reporting requirements.
(2) In 2014, the beginning fund balance was restated to reflect a change in the property tax availability
policy.
(3) After the release of the County’s 2012 CAFR, it was identified that the General Fund balance for
2012 was overstated by $6.186 million as a result of both an overestimation of revenues for election
cost billings and the reversal of a year-end recognition of unrealized Investment Pool gains. This
overstatement was also included in the beginning fund balance for 2013 shown in the 2013 CAFR.
The overstatement was corrected through 2013 current period activity in the 2013 audited financial
statements, and the 2013 ending fund balance reflects this correction.
Source: King County Finance and Business Operations Division—Financial Management Section
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GENERAL GOVERNMENT FUNDS
COMBINED COMPARATIVE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCE (1)
(Years Ended December 31) ($000)
2012

2013

2014

2015

2016

REVENUES
Taxes

$ 801,565

Licenses and permits
Intergovernmental revenues

(2)(3)

(2)(3)

841,050

$ 867,250

21,652

$

22,155

23,633

$

925,205
24,564

$

1,016,654
28,697

558,623

548,620

627,173

388,549

216,260
764,866

242,491

264,907

269,959

517,048

Fines and forfeits

8,499

7,376

6,357

7,334

8,989

Interest earnings

6,006

3,170

4,358

4,127

7,596

Charges for services

Miscellaneous revenues
TOTAL REVENUES

86,084

77,618

67,924

73,912

$ 1,724,920

$ 1,764,896

$ 1,866,654

$ 1,940,739

$

2,110,383

67,321

$ 182,699

$

$

$

262,528

EXPENDITURES
Current
General government services

(4)

176,679

$ 180,300

570,772

590,415

618,175

641,962

Physical environment (6)

94,807

116,434

184,211

156,615

55,042

Transportation (7)

70,749

61,287

80,573

67,189

68,749

Law, safety and justice

(5)

245,177

592,710

Economic environment (8)

103,475

97,806

101,865

102,918

116,746

Mental and physical health (9)

481,745

490,932

521,960

522,650

677,657

50,165

42,418

42,774

46,255

79,950

$ 1,554,412

$ 1,575,971

$ 1,729,858

$ 1,782,766

$

$

$

$

$

$

Culture and recreation (10)
Total current
Debt service

1,853,382

(11)

Redemption of long-term debt
Interest and other debt service costs

56,913

Capital outlay

$

(12)

TOTAL EXPENDITURES
EXCESS OF REVENUES OVER (UNDER) EXPENDITURES

$

71,998

64,407

57,641

32,713

31,429

29,042

35,590

-

-

260

19,467

8,417

103,399

$ 103,687

27,638

40,046

12,857

17,514

20,577

1,666,084

1,719,416

1,846,402

1,913,196

1,975,607

Payment to escrow agent
Total debt service

70,686

27,121

84,034

$

58,836

$

45,480

$

3,010

$

(99,593)

$

$

20,252

$

12,160

$

112,916

$

101,648

27,543

$

134,776

-

$

25,025

OTHER FINANCING SOURCES (USES)
General obligation bonds issued

$

Refunding bonds issued

256,615

92,940

34,815

198,290

-

Premium on bonds sold

41,294

7,261

5,971

29,888

3,764

Sale of capital assets
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4,500

1,144

1,751

3,371

85,393

125,404

111,746

119,586

188,895

Transfers out

(119,620)

(171,135)

(142,594)

(173,270)

(270,268)

Payment to refunded bond escrow agent

(296,322)

(38,958)

(227,200)

Transfers in

TOTAL OTHER FINANCING SOURCES (USES)

-

-

$ (29,087)

$

(40,623)

$

(15,716)

$

(50,955)

$

(49,213)

$

$

4,857

$

4,536

$

(23,412)

$

85,563

EXCESS OF REVENUES AND OTHER SOURCES OVER (UNDER)
EXPENDITURES AND OTHER USES
SPECIAL ITEM

29,749

(13)

FUND BALANCE - JANUARY 1 - RESTATED
FUND BALANCE - DECEMBER 31

(14)

-

-

(12,756)

-

$ 516,301

$

546,046

$ 528,973

$

540,915

$

520,972

$ 546,050

$

550,903

$ 533,509

$

504,747

$

606,535
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NOTES TO TABLE:

(1)

Includes General Fund, Special Revenue Funds, and Debt Service Funds, and excludes Capital
Project, Enterprise, and Internal Service Funds.

(2)

In 2015, intergovernmental revenues that are not grants are reported as charges for services
resulting in a reclassification of $215 million for the Health special revenue fund. In 2016, because
of a change in State reporting requirements, $97.2 million was reclassified from intergovernmental
revenues in the General Fund to charges for services.

(3)

Legislative operations, executive operations, licensing, recording, election, special programs,
personnel administration, facilities management, appraisal and assessments, financial accounting
and budgeting, purchasing services, and real property management.

(4)

Law enforcement, jail operations, prosecution, superior, district, and juvenile courts, judicial
administration, public defense, emergency services, and probation services.

(5)

Surface water management, animal control, flood control, and resource planning.

(6)

Road construction and maintenance and traffic planning.

(7)

Youth work training, public employment, veterans services, aging, planning and community
development, housing and community development, and handicapped services.

(8)

Public health operations, medical examiner services, alcoholism and substance abuse services, and
community mental health programs.

(9)

Parks and recreation services, park development cooperative extension services, and arts programs.

(10) General long-term principal and interest and other debt service costs.
(11) Will be capitalized in the government-wide financial statements.
(12) In 2015, the County transferred $12.8 million of the remaining balance of the special taxes
collected for debt service payments on the Public Facilities District Bonds (“PFD Bonds”) to the
Washington State Major League Baseball Stadium—Public Facilities District Operating Fund. The
special item transfer was made due to higher than expected tax collections and the fact that all the
PFD Bonds were paid off in 2012.
(13) For 2014, beginning fund balance was restated for the following: (i) exclusion of the Children and
Family Justice Center fund, reclassified to a Capital Projects fund; (ii) change in property tax
availability policy; (iii) revenue deferral for critical areas mitigation; and (iv) inclusion of King
County Law Library as Special Revenue fund. For 2015, beginning fund balance was restated for
the following: (i) Animal Services Fund and Community Block Grant Fund, nonmajor special
revenue funds, posted adjustments of $347,000 and $280,000, respectively, for revenues not
recorded previously; and (ii) Flood Control Zone District was increased $6.8 million for a prioryear adjustment in capital projects expenditures. For 2016, beginning fund balance was restated to
correct receipts in prior years from Federal Housing and Community Development Fund and
Housing Opportunity Loans home repair loan repayments, originally treated as revenue, as a
reduction of liability, resulting in an increase of beginning fund balance of $16.2 million.
Source: King County Finance and Business Operations Division—Financial Management Section

Management Discussion of Financial Results
Revenues and Economic Conditions. The Puget Sound area’s economy has fully recovered from
the Great Recession. As of May 2017, the unemployment rate was 3.1% in the County,
compared with 4.3% for the State and 4.3% for the nation. The region’s relatively better
performance was driven by the strength of major industry sectors, including software and health
services as well as construction.
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Tax Limitation Legislation. Future property tax revenue growth will remain low due to State
legislation limiting annual property tax revenue growth without voter approval to the lesser of
inflation or 1%, plus new construction. See “Property Tax Information” below.
Annexations and Incorporations. Cities that aid the efforts of certain counties, including the
County, to move all urban unincorporated residents into cities by annexing areas with more than
10,000 residents are eligible for a sales tax credit (which would otherwise be payable to the
State). This credit, which is equivalent to a sales tax rate of 0.1%, is applied in both the newly
annexed area and within the prior city boundaries. Annexations of more than 20,000 residents
are eligible for a credit of 0.2%. The credit is available for a period of ten years, although the
date by which annexation proceedings must have commenced was January 1, 2015. Only the
possible annexation of the North Highline area, comprised of approximately 19,000 residents, to
the Seattle meets this requirement. Other provisions in the legislation give incentives to cities to
annex additional areas, even if they are already receiving a sales tax credit for a previous
annexation.
At the April 28, 2015, election, residents of the Klahanie neighborhood approved annexation to
the City of Sammamish by an 85.02% “yes” vote. This annexation covers approximately 10,800
residents and became effective on January 1, 2016.
Annexations of several small residential areas in the northeast and east areas of the County and a
small industrial and residential area along the Duwamish River are currently being considered.
These proposed annexations would have almost no effect on the County’s finances.
The County routinely reviews fiscal impact studies of potential incorporations, negotiates costreimbursable contracts for new cities desiring to contract with the County for services, and
makes budget adjustments consistent with the anticipated savings in expenditures and loss of tax
and service revenues.
Fund Balances. The financial policies of the County require that appropriate levels of reserves
and undesignated balances be established based on the specific characteristics and purposes of
each fund.
The County’s fiscal policies provide that the undesignated balance for the General Fund be
maintained between 6% and 8% of estimated annual revenues. This fund balance has been
maintained above 6% each year without exception over the last two decades. The 2012 Adopted
Budget increased the targeted undesignated fund balance from 6% (as it had been for several
years) to 6.5%. The 2017/2018 Adopted Budget further increases this target to 8%, which is the
high end of the policy. This undesignated fund balance is available to mitigate future risks and
stabilize the General Fund.
The County also continues to maintain a separate balance in the Rainy Day Reserve Fund, which
was first established outside of the General Fund in 2008. Use of this fund requires a declaration
of emergency by the County Council. The County Executive increased this reserve from
$16.1 million to $20.0 million in the 2013 Adopted Budget. At the end of 2016, the Rainy Day
Reserve Fund, which is now a sub-fund of the General Fund, held $20.4 million.
Enterprise Funds. The County has four enterprises that fund operations from sources other than
the General Fund: the Transit, Water Quality, Solid Waste, and Airport enterprises. Each
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enterprise functions under different fiscal policies designed to make it self-sustaining with
minimal risk that General Fund subsidies will be necessary during financial hardship.
2015/2016 Results
The financial performance of the General Fund for the 2015/2016 biennium did not vary
significantly from the assumptions in the 2015/2016 Adopted Budget. For the 2015/2016
biennium, General Fund revenues ended higher than budgeted due to the strength of County
sales tax collections and other revenues sensitive to the economy. However, some of the higher
revenues were used to offset supplemental activity, which was in line with historical trends. No
major unplanned expenditures emerged in the 2015/2016 budget that drew down fund balance.
The year-end 2016 total fund balance in the General Fund was $125.5 million. The year-end
fund balance includes a one-time increase of more than $8 million as a result of a change in
accounting practices. Within this total, the year-end 2016 undesignated fund balance is 8.0%,
which exceeds the 6.5% target planned in the 2015/2016 Adopted Budget.
2017/2018 Adopted Budget
The County Executive submitted his 2017/2018 Proposed Budget to the County Council on
September 26, 2016, and the budget was adopted by the County Council on November 14, 2016.
This is the second County-wide biennial budget. The 2017/2018 Adopted Budget totals
$11.4 billion, including $1.65 billion for the General Fund. The County Executive followed four
principles in developing the 2017/2018 Proposed Budget: (i) invest for the long term,
(ii) continue to strengthen financial management, (iii) improve County operations, and (iv) focus
on employee engagement.
Within the area of long-term planning and investment, the 2017/2018 Adopted Budget includes
the first full biennial budget for the Best Starts for Kids (“BSK”) levy. The Transit budget
reflects the direction of the new long-range plan (METRO CONNECTS) with significant
proposed investments to expand transit bases, implement new technology, and enhance current
infrastructure. The 2017/2018 Adopted Budget also significantly increases the contribution to
major maintenance of County buildings.
The 2017/2018 Adopted Budget builds on several years of work to improve County operations.
The Office of Risk Management has worked to reduce risk and better manage claims and, as a
result, risk management charges are $20 million lower in 2017/2018 than in the prior biennium.
Similarly, the County has reduced workers compensation charges by $1 million through
improved workplace safety and by getting employees to promptly return to work when able.
Through the continued deployment of Lean Management techniques, significant process
improvements have been made in many agencies, including faster license and permitting
processing, savings in jail health services, reduced parts inventories, faster billing, and shorter
procurement timelines.
The 2017/2018 Adopted Budget for the General Fund includes $1.65 billion in estimated
expenditures and $1.65 billion in revenues and transfers. The forecasted 2017/2018 year-end
fund balance in the General Fund is $117 million, including the Rainy Day Reserve Fund. The
General Fund was balanced through a combination of enhanced and expanded revenue streams,
operational efficiencies, lower internal service rates, cost shifts to other funding sources, and
service reductions where necessary. The 2017/2018 Adopted Budget continues the trend of
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finding annual efficiencies and the deployment of the Lean Management methodology
throughout County government. In addition, the County has expanded its use of Line of
Business planning and will continue this discipline in the 2017/2018 biennium. The 2017/2018
Adopted Budget invests in the replacement of major technology systems in the Department of
Adult and Juvenile Detention, Department of Elections, Metro Transit, and the Department of
Assessments. The 2017/2018 Adopted Budget also includes funding to expand the Office of
Equity and Social Justice, which will continue to work to make sure that all individuals and
communities are treated equitably in County programs, and for the Human Resources Division,
to improve employee engagement.
2017/2018 Results to Date
The financial performance of the General Fund for the first six months of the 2017/2018
biennium is consistent with the expectations of the 2017/2018 Adopted Budget. The higher than
anticipated year-end fund balance at the end of 2016 will be used to support ongoing capital
projects that have already been approved, for reappropriations of operating funds that are under
contract, and to increase the fund balance held by the Rainy Day Reserve Fund. Revenue
collections continue to meet expectations and no major unplanned expenditures have yet
emerged in the 2017/2018 biennium. A renewal of the Veterans and Family Human Services
levy, which expires in tax year 2017, will be on the ballot of the November 7, 2017, election.
Future General Obligation Financing Plans
The County expects to issue up to $200 million of limited tax general obligation bonds during
the remainder of the 2017/2018 biennium to support land acquisitions for the Transit Division,
technology investments, energy efficiency projects, building rehabilitations, and youth and
amateur sports facilities.
Other than such new money issuances, when and if market conditions allow refunding of any
outstanding bonds for the purpose of realizing debt service savings, the County may pursue such
refundings.
Debt Repayment Record
The County has met promptly all principal and interest payments on its outstanding bonds and
notes. Furthermore, the County has never issued refunding bonds for the purpose of avoiding an
impending default.
King County Investment Pool
The Investment Pool invests cash reserves for all County agencies and approximately 100 other
public entities such as fire, school, sewer, and water districts. It is one of the largest investment
pools in the State, with an average asset balance of more than $5.7 billion during 2016. Assets
of County agencies in 2016 comprised between 40% and 45% of the Investment Pool.
The Executive Finance Committee establishes the County’s investment policy and oversees the
portfolio to ensure that specific holdings comply with both the investment policy and State law.
The Investment Pool is allowed to invest only in certain types of highly-rated securities,
including certificates of deposit, U.S. Treasury obligations, federal agency obligations, municipal
obligations, repurchase agreements, bankers’ acceptances, corporate notes, and commercial
paper. A summary of the current investment policy is attached as Appendix E.
58

The County has commissioned an outside financial consultant, Public Financial Management
(“PFM”), to conduct quarterly reviews of all assets in the Investment Pool. In its most recent
assessment, as of June 30, 2017, PFM concluded that “the County’s Investment Pool appears to
provide ample liquidity, is well diversified, and is of sound credit quality.” The most recent
portfolio review can be obtained at the following website:
www.kingcounty.gov/operations/Finance/Treasury/InvestmentPool.aspx
County Employees
The number of full- and part-time employees of the County at year-end is shown below:
COUNTY EMPLOYEES

Year
2012
2013
2014
2015
2016

Full-time
13,293
13,540
13,319
13,614
13,821

Part-time
828
894
866
929
883

Source: King County Finance and Business Operations Division—Benefits, Payroll, and Retirement
Operations Section

The County’s Office of Labor Relations negotiates, implements, and administers 79 collective
bargaining agreements with 33 unions covering the terms of employment for the County’s
approximately 12,000 represented employees. A two-year coalition agreement with a coalition
of County unions from January 1, 2015, through December 31, 2016, covered the majority of
labor contracts and a total of 5,370 employees (approximately 45% of total employees). The
agreement called for a fixed cost-of-living wage increase of 2% in 2015 and 2.25% in 2016. A
majority of other unions not part of the coalition agreed to those same terms. Agreements
reached that did not match the coalition terms included the Police Officer Guild, which called for
a 2% increase in both 2015 and 2016; the King County Corrections Guild, which called for a 2%
increase in 2015 and a 2.5% increase in 2016; and the Amalgamated Transit Union, the largest
union in the County, representing approximately 3,700 employees, which called for a 1.48%
increase in 2015 and a 1.05% increase in 2016. All ratified agreements are submitted to the
County Council for adoption.
In October 2016, the County signed a Memorandum of Agreement with the same coalition of
County unions covering the period January 1, 2017, through December 31, 2018. This
agreement calls for general wage increases of 2.25% and 1.75% for 2017 and 2018, respectively,
together with an additional 1.00% wage increase in 2018 once the County and the coalition have
agreed upon a Master Labor Agreement that will standardize contracts with all bargaining units
within the coalition. Negotiations with other unions not part of the coalition are ongoing.
There have been no strikes or work stoppages by County employees during the last ten years.
Retirement Programs
Substantially all full-time and qualifying part-time employees of the County are covered by one
of the following retirement systems:
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NUMBER OF EMPLOYEES
AS OF DECEMBER 31, 2016

772
381
12,285

RETIREMENT SYSTEM

State of Washington—Law Enforcement Officers and Fire Fighters
Retirement System (“LEOFF”)
State of Washington—Public Safety Employees Retirement System
(“PSERS”)
State of Washington—Public Employees Retirement System (“PERS”)

Source: King County Finance and Business Operations Division—Benefits, Payroll, and Retirement
Operations Section

These retirement systems are State-wide governmental cost-sharing, multiple-employer
retirement systems administered by the State’s Department of Retirement Systems (“WSDRS”).
The County administers payroll deductions and remits the deductions together with County
contributions to the respective retirement systems annually.
OVERVIEW OF RETIREMENT PLANS

Retirement
S ystem/Plan

Benefit Type

Plan S tatus

PERS - Plan 1

Defined Benefit

Closed in 1977

PERS - Plan 2

Defined Benefit

Open

PERS - Plan 3

Defined Benefit/Defined
Contribution Hybrid

Open

PSERS - Plan 2

Defined Benefit

Open

LEOFF - Plan 1

Defined Benefit

Closed in 1977

LEOFF - Plan 2

Defined Benefit

Open

Source: State Department of Retirement Systems

In addition to these programs, approximately 36 County employees who were employees of
Seattle’s Health Department and Seattle Transit, both of which were taken over by the County,
participate in the Seattle City Employees Retirement System.
In 2012, GASB approved Statement Nos. 67 and 68 (“GASB 67” and “GASB 68,” respectively),
which modify the accounting and financial reporting of pensions by state and local governments
and pension plans. GASB 67, Financial Reporting for Pension Plans, addresses financial
reporting for state and local government pension plans. GASB 68, Accounting and Financial
Reporting for Pensions, established new accounting and financial reporting requirements for
governments that provide their employees with pensions. The guidance contained in these
statements changed how governments calculate and report the costs and obligations associated
with pensions. The WSDRS-administered plans are subject to GASB 67; the County is subject
to GASB 68. GASB 67 was effective in Fiscal Year 2014; GASB 68 was effective in Fiscal
Year 2015.
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Each biennium, the State establishes contribution rates for the WSDRS-administered retirement
plans. The actuarial assumptions used in the most recent rate calculations are summarized in the
following table:
ACTUARIAL ASSUMPTIONS FOR FUNDING CALCULATIONS

Investment return
General salary increases
Consumer Price Index increase
Annual growth in membership

7.70%(1)
3.75
3.00
0.95(2)

(1) Assumed rate of 7.50% for LEOFF Plan 2.
(2) Assumed rate of 1.25% for LEOFF.
Source: 2016 Actuarial Valuation from the Office of the State Actuary

The County’s employer and employee contribution rates and contribution amounts for all
systems for the fiscal year ended December 31, 2016, and current contribution rates for 2017 are
shown in the table below:
COUNTY CONTRIBUTION RATES AND AMOUNTS
PERS
Plan 1

PERS
Plan 2

PERS
Plan 3

LEOFF
Plan 1

LEOFF
Plan 2

PSERS
Plan 2

2016
Employer Contribution Rate (%)
Average Employee Contribution Rate (%)

11.18

(1)

11.18

(1)

11.18

6.00

(3)

6.12

(3)

Varies

(1)

0.18

(3)(4)

0.00

(1)(2)

5.23

(1)(2)

11.54

8.41

6.59

Employer Contribution Amount ($000)

1,901

92,157

17,068

-

4,735

3,953

Employee Contribution Amount ($000)

1,030

50,707

10,710

-

7,613

2,257

Total Contribution Amount ($000)

2,931

142,864

27,778

-

12,348

6,210

(1)

2017 (Current)
Employer Contribution Rate (%)
Employee Contribution Rate (%)

12.70

(1)(5)

6.00

(3)(5)

12.70

(1)(5)

7.38

(3)(5)

12.70

(1)(5)

Varies

(3)(4)

0.18
0.00

(1)(2)

5.43

(1)(2)(5)

8.75

(5)

11.95
6.74

(1)(6)
(6)

(1) The employer contribution rate includes an employer administrative expense fee of 0.18%.
(2) The State contributed an additional 3.36%.
(3) Under the Judicial Benefit Multiplier Program, County judges participating in PERS Plans 1, 2, and 3
may pay higher employee rates in exchange for enhanced benefits.
(4) The employee contributions to PERS Plan 3, which may range between 5% and 15% of employees’
compensation, are paid into a defined contribution plan rather than funding a defined retirement
benefit.
(5) Change in rates effective July 1, 2017.
(6) Changes in rates effective September 1, 2017.
Sources: King County Finance and Business Operations Division—Financial Management Section and
WSDRS

Under State statute, contribution rates for WSDRS-administered plans are adopted by the State
Pension Funding Council (“PFC”) (and, for LEOFF 2, by the LEOFF 2 Board) in evennumbered years for the next ensuing State biennium. The rate-setting process begins with an
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actuarial valuation by the Office of the State Actuary, which makes non-binding
recommendations to the Select Committee on Pension Policy, which then recommends
contribution rates to the PFC and the LEOFF 2 Board. No later than the end of July in evennumbered years, the PFC and LEOFF 2 Board adopt contribution rates, which are subject to
revision by the State Legislature. The County has met its funding obligations to these systems
when they have come due. While the County’s contributions represent its full current liability
under the retirement systems, any unfunded pension benefit obligations could be reflected in
future years as higher contribution rates.
To calculate the funded status, the WSDRS-administered plans compare the Actuarial Value of
Assets (“AVA”) to the Entry Age Normal (“EAN”) liabilities. The EAN cost method projects
future benefits under the plans, using salary growth and other assumptions, and applies the
service that has been earned as of the valuation date to determine accrued liabilities. The AVA is
calculated using a methodology that smooths the effect of short-term volatility in the Market
Value of Assets (“MVA”) by deferring a portion of the annual investment gains or losses over a
period of up to eight years. This helps limit fluctuations in contribution rates and funded status
that would otherwise arise from short-term changes in the MVA. Additional information on this
measure is provided in the 2016 Actuarial Valuation Report (published August 2017), which can
be found on the Office of the State Actuary’s website at:
http://leg.wa.gov/osa/pensionfunding/Pages/Valuations.aspx
Retirement System Funded Status. Information regarding the funded status from the most recent
actuarial report for each system (as of June 30, 2016) is shown in the following table:
RETIREMENT SYSTEM FUNDED STATUS(1)
($000,000)

Plan Status
PERS - Plan 1
Closed in 1977
Open
PERS - Plan 2/3
PSERS - Plan 2
Open
LEOFF - Plan 1 Closed in 1977
LEOFF - Plan 2
Open

2016 Actuarial
Accrued
Liability(a)

2016 Actuarial
Valuation of
Assets(b)(2)

$ 12,323
34,759
425
4,197
9,571

$ 6,958
30,262
402
5,275
10,021

2016 UAAL(3) 2016 Funded
(a-b)
Ratio % (b/a)
5,365
4,497
24
(1,078)
(450)

56 %
87
94
126
105

2015 Funded
Ratio % (b/a)
58 %
88
95
125
105

2014 Funded
Ratio % (b/a)
61 %
90
96
127
107

(1) Reflects the full retirement systems, not the County’s share of each system.
(2) Asset valuations incorporate the smoothing of investment gains and losses.
(3) Unfunded actuarial accrued liability. Totals may not agree due to rounding.
Sources: 2016 Actuarial Valuation from the Office of the State Actuary

As shown in the above table, the funded status on an actuarial basis for some plans is greater
than 100%, while others are underfunded. Other than PERS Plans 2 and 3, assets from one plan
may not be used to fund benefits for another plan. Retirement funds for the WSDRSadministered plans are invested by the Washington State Investment Board.
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The table below shows historical investment returns for retirement funds held in these plans.
HISTORICAL ONE-YEAR INVESTMENT RETURNS ON RETIREMENT FUNDS

Year

Investment Return(1)

2008
2009
2010
2011
2012
2013
2014
2015
2016
2017

-1.2%
-22.8
13.2
21.1
1.4
12.4
17.1
4.9
2.7
13.4%

(1) As of June 30.
Source: Washington State Investment Board

The County implemented GASB 68 for the year 2015. In accordance with GASB 68, the County
elected to use June 30, 2016, as the measurement date for reporting net pension liability. The
following table represents the aggregate pension amounts for all pension plans subject to the
requirements of GASB 68.
AGGREGATE PENSION AMOUNTS—ALL PLANS, 2016
($000)

Pension liabilities
Deferred outflows of resources
Deferred inflows of resources
Pension expense/expenditures

$1,013,713
188,243
23,554
113,892

Source: 2016 CAFR

For more information on employee retirement plans, see Appendix C—Excerpts from King
County’s 2016 Comprehensive Annual Financial Report.
Other Post-Employment Benefits
The King County Health Plan (the “Health Plan”) is a single-employer defined-benefit healthcare
plan administered by the County. The Health Plan provides medical, prescription drug, vision,
and other unreimbursed medical benefits to eligible retirees and employees. LEOFF Plan 1
retirees are not required to contribute to the Health Plan. Entry into LEOFF Plan 1 is now
closed. All other retirees are required to pay the COBRA rate associated with the elected plan.
The County’s liability for other post-employment benefits (“OPEB”) is limited to the direct
Health Plan subsidy associated with LEOFF Plan 1 retirees and the implicit rate subsidy for other
Health Plan retiree participants, which is the difference between (i) what retirees pay for their
health insurance as a result of being included with active employees for rate-setting purposes,
and (ii) the estimated required premiums if their rates were set based on claims experience of the
retirees as a group separate from active employees. For the fiscal year ended December 31,
2016, the County contributed an actuarially estimated $5.9 million to the Health Plan. The
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County's contribution was entirely to fund “pay-as-you-go” costs under the Health Plan and not
to prefund benefits. For the fiscal year ended December 31, 2016, the County’s annual OPEB
cost (expense), which is calculated based on the annual required contribution of the County, was
$11.5 million and the County’s net OPEB obligation was $70.9 million. The Health Plan
liability is based on a computed annual required contribution that includes the current period’s
service cost and an amount to amortize unfunded accrued liabilities.
For additional information regarding the County’s OPEB liability, see Appendix C—Excerpts
from King County’s 2016 Comprehensive Annual Financial Report.
Risk Management and Insurance
The County has a separate division that is responsible for claims handling, insurance, and loss
control programs. The County has implemented a program of self-insurance to cover general
and automobile liability, Health Department professional malpractice, police professionals, and
public officials’ errors and omissions. The County has excess liability coverage that currently
provides $92.5 million in limits above a $7.5 million per occurrence self-insured retention for
Transit and $6.5 million per occurrence self-insured retention for the above exposures.
Insurance policies currently in force covering major exposure areas are as follows:
INSURANCE POLICIES
COVERAGE

LIMITS

Combined Property Damage and Extra Expense for covered County
property (includes $100 million earthquake and $250 million flood;
terrorism is included in overall limit)

$750 million (1)

Airport Liability

$300 million

Airport Property Damage and Extra Expense for covered airport
property (includes $50 million earthquake and $100 million flood)

$160 million

Airport Property Damage Terrorism for covered airport property

$250 million

Fiduciary Liability

$20 million

Employee Dishonesty

$2.5 million

Aviation (Police Helicopter) Program

$50 million

Excess Workers’ Compensation

Statutory above
$2,500,000 deductible
per occurrence

Marine Liability

$150 million

Cyber Liability

$30 million

(1) As of July 1, 2017.

The cash balance in the Insurance Fund was $92.1 million as of December 31, 2016. The
estimated liability for probable self-insurance losses (reported and unreported) recorded in the
fund as of December 31, 2016, was $75.6 million.
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For additional information, see Appendix C—Excerpts
Comprehensive Annual Financial Report.

from

King

County’s
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Emergency Management and Preparedness
The County’s Office of Emergency Management (“OEM”) is responsible for managing and
coordinating the County’s resources and responsibilities in dealing with all aspects of
emergencies. It also provides regional leadership in developing operational and communication
strategies among cities, tribes, private businesses, and other key stakeholders within the County.
The OEM prepares for emergencies, trains County staff in emergency response, provides
education to the community about emergency preparedness, plans for emergency recovery, and
works to mitigate known hazards. It has identified and assessed many types of hazards that may
impact the County, including geophysical hazards (e.g., earthquakes, seismic seiches, landslides,
tsunamis, volcanic eruptions, and lahars), infectious disease outbreaks, intentional hazards (e.g.,
terrorism and civil disorder), transportation incidents, fires, hazardous materials, and unusual
weather conditions (e.g., floods, snow, extreme temperatures, water shortages, and wind storms).
However, the County cannot anticipate all potential hazards and their impacts on people,
property, the environment, the local economy, and the County’s finances.

GENERAL OBLIGATION DEBT INFORMATION

General Obligation Debt Limitation
The statutory limitation (RCW 39.36.020) on non-voted general obligation debt of counties, such
as the Bonds, is 1.5% of the assessed value of all taxable property within the county at the time
of issuance. Of this, 0.75% may be incurred by a county that performs metropolitan functions,
such as the County. Voter approval is required to exceed these limits. Any election to authorize
debt incurred for county purposes must have a voter turnout of at least 40% of those who voted
in the last State general election, and of those voting, 60% must vote in the affirmative. The
statutory limitations on the combination of voted and non-voted general obligation debt are 2.5%
of the assessed value of all taxable property within a county at the time of issuance for county
purposes and 2.5% for metropolitan functions.
The State constitution limits non-voted general obligation debt of a county to 1.5% of the
assessed value of taxable property within the county, and limits all general obligation debt of the
county—voted and non-voted debt together—to 5% of the assessed value of taxable property
within the county.
Debt Capacity and Debt Service Summary
The following table shows a computation of the County’s debt capacity for voted (unlimited tax
general obligation, or “UTGO”) and non-voted (limited tax general obligation or “LTGO”) debt
for County purposes and for metropolitan functions. The table reflects general obligation debt of
the County as of December 31, 2016, adjusted for subsequent County debt-related transactions,
and is followed by a table that summarizes the total general obligation debt service requirements
of the County.
UTGO bonds are payable from excess property taxes levied specifically for the purpose of
paying debt service on such bonds. LTGO bonds, such as the Bonds, are payable from revenues
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and money of the County legally available for such purposes, including regular property taxes
permitted to counties without voter approval. See “Property Tax Information.”
COMPUTATION OF STATUTORY DEBT CAPACITY
2016 Assessed Value (2017 Tax Year)

$ 471,456,288,019

Limited Tax General Obligation Debt Capacity for County Purposes and M etropolitan Functions
1 1/2 % of Assessed Value
County Purposes

$

7,071,844,320

Outstanding Limited Tax General Obligation Bonds for County Purposes
General Obligation Lease Revenue Bonds for County Purposes
County Credit Enhancement Program for Housing(1)
Capital Leases/Installment Purchase Contracts for County Purposes
General Obligation Long-Term Liabilities for County Purposes
Less: Amount Legally Available for Payment of All Limited Tax General
Obligation Indebtedness for County Purposes

$

978,487,000
12,765,000
132,379,476
102,856,429

Net Limited Tax General Obligation Debt for County Purposes

$

1,216,947,991

$

24,385,000
66,435,000
661,484,000
154,560,000
100,000,000
68,257,653
-

$

1,037,432,079

Total Net Limited Tax General Obligation Debt for County Purposes and M etropolitan Functions

$

2,254,380,070

Remaining Capacity: LTGO Debt for County Purposes and M etropolitan Functions

$

4,817,464,250

Metropolitan Functions
Outsanding Limited Tax General Obligation Bonds for M etropolitan Functions
Outstanding Limited Sales Tax General Obligation Bonds
Outstanding Limited Tax General Obligation Bonds (Payable from Sewer Revenues)(2)
The Bonds
Credit Enhancement Program for Reimbursement Agreements(3)
General Obligation Long-Term Liabilities for M etropolitan Functions
Capital Leases/Installment Purchase Contracts for M etropolitan Functions
Less: Amount Legally Available for Payment of all Limited Tax General
Obligation Indebtedness for M etropolitan Functions
Net Limited Tax General Obligation Debt for M etropolitan Functions

Total General Obligation Debt Capacity for County Purposes
2 1/2 % of Assessed Value
Outstanding Unlimited Tax General Obligation Debt for County Purposes
Less: Amount Legally Available for Payment of all Unlimited Tax General
Obligation Indebtedness for County Purposes
Net Unlimited Tax General Obligation Debt for County Purposes

(9,539,914)

(37,689,574)

$ 11,786,407,200
90,135,000

$

Net Limited Tax General Obligation Debt for County Purposes (from above)

(2,042,972)
88,092,028
1,216,947,991

Total Net General Obligation Debt for County Purposes

$

Remaining Capacity: General Obligation Debt for County Purposes

$ 10,481,367,181

Total General Obligation Debt Capacity for M etropolitan Functions
2 1/2 % of Assessed Value
Outstanding Unlimited Tax General Obligation Debt for M etropolitan Functions
Less: Amount Legally Available for Payment of all Unlimited Tax General

$ 11,786,407,200
-

Obligation Indebtedness for M etropolitan Functions

1,305,040,019

-

Net Unlimited Tax General Obligation Debt for M etropolitan Functions
Net Limited Tax General Obligation Debt for M etropolitan Functions (from above)

$

1,037,432,079

Total Net General Obligation Debt for M etropolitan Functions

$

Remaining Capacity: General Obligation Debt for M etropolitan Functions

$ 10,748,975,122
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1,037,432,079

NOTES TO TABLE:

(1) Reflects the outstanding principal amount plus accrued interest as of December 31, 2016, under
contingent loan agreements authorized by the County Credit Enhancement Program. See “General
Obligation Debt Information—Contingent Loan Agreements.”
(2) Excludes the Refunded Bonds. Due to accounting adjustments for premiums and discounts, does not
match the combined amount shown for Parity Lien Obligations (LTGO) and Multi-Modal
LTGO/Sewer Revenue Bonds in the table titled “Outstanding Sewer System Obligations” on page 9
of this Official Statement.
(3) The County has pledged its full faith and credit as a limited tax general obligation to the
reimbursement agreements with Landesbank Hessen-Thüringen Girozentrale (Helaba) related to the
letters of credit securing the Junior Lien Variable Rate Demand Sewer Revenue Bonds, Series 2001A
and Series 2001B. See the table titled “Summary of Credit Facilities” under “General Obligation
Debt Information—Credit Facilities.”
Source: King County Finance and Business Operations Division—Financial Management Section and
Treasury Section
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AGGREGATE DEBT SERVICE REQUIREMENTS FOR ALL GENERAL OBLIGATION DEBT OF THE COUNTY
(Fiscal Years Ending December 31)
Unlimited Tax
General
Year

Obligation Bonds

Limited Tax General Obligation Bonds
Lease Revenue
County Purposes

(1)

Bonds

S ewer Bonds

(2)

2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040

$ 16,708,975
17,128,925
16,209,475
15,080,700
13,807,700
14,126,950
14,460,825
-

$

98,279,523
102,157,773
102,319,045
98,526,008
92,153,056
98,661,758
72,069,274
68,216,323
63,575,518
55,933,074
55,880,472
51,306,764
48,384,507
41,839,889
35,397,459
31,105,139
22,306,679
22,306,004
19,947,494
19,934,874
9,099,787
8,648,357
8,650,406
8,645,163

$ 4,488,913
763,712
763,559
767,580
765,499
767,592
763,582
763,746
762,808
765,768
762,351
762,831
766,934
764,384
765,457
764,876
762,643
763,756
762,941
770,198
-

$

Total

$ 107,523,550

$ 1,235,344,346

$ 19,019,130

$ 941,026,750

(Notes to the table are on the following page.)
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56,642,625
48,031,700
39,223,425
47,029,575
39,104,425
49,120,975
49,092,800
38,079,225
38,102,350
38,197,350
38,234,600
38,257,850
38,284,975
38,400,850
26,259,100
39,125,725
39,159,850
39,201,100
24,342,600
24,399,850
24,346,600
24,389,200
4,000,000
100,000,000

The Bonds
$

(3)

Total LTGO
(4)

Transit

Debt S ervice

(5)

11,925,113
14,074,800
14,048,800
5,785,300
5,785,300
15,040,300
14,997,550
14,953,800
14,898,050
14,844,800
14,737,800
14,673,400
27,318,200
14,553,200
14,473,800
6,276,400
-

$ 16,682,528
16,675,701
16,656,340
5,420,967
8,407,951
5,185,455
5,161,174
5,147,214
5,117,769
5,093,289
5,068,073
5,034,286
5,005,454
4,974,116
3,265,306
3,261,806
3,265,747
3,266,616
-

$ 176,093,589
179,553,999
173,037,169
165,792,930
146,216,231
159,521,080
142,127,130
127,204,058
122,512,245
114,887,531
114,790,296
110,099,531
107,115,270
113,297,439
80,240,522
88,731,346
71,771,319
65,537,476
45,053,035
45,104,922
33,446,387
33,037,557
12,650,406
108,645,163

$ 218,386,613

$ 122,689,792

$ 2,536,466,631

NOTES TO TABLE:

(1) Includes interest at an assumed rate of 4.00% on the Multi-Modal Limited Tax General Obligation
Refunding Bonds, 2013, the principal of which amortizes annually through June 1, 2029, to produce
approximately level estimated annual debt service payments. See “Credit Facilities.” Reflects
taxable rates on certain bonds issued as taxable bonds and eligible for a federal subsidy, but does not
reflect the interest credit subsidy associated with those bonds.
(2) Additionally secured by a pledge of Revenue of the System. Includes interest at an assumed rate of
4.00% on the Multi-Modal Limited Tax General Obligation Bonds (Payable From Sewer Revenue),
Series 2010A and Series 2010B, all of the principal of which is payable at maturity on January 1,
2040. See “Credit Facilities.” Excludes the Refunded Bonds.
(3) Additionally secured by a pledge of Revenue of the System.
(4) Most of these bonds are secured by an additional pledge of certain sales tax revenues of the County’s
transit system.
(5) Excludes the Contingent Loan Agreements. See “Contingent Loan Agreements” below.
Source: King County Finance and Business Operations Division—Financial Management Section and
Treasury Section

Net Direct and Overlapping Debt Outstanding
The following table lists the net outstanding direct debt and overlapping debt payable from taxes
on property within the County.
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NET DIRECT AND OVERLAPPING DEBT
2016 Assessed Value (for 2017 Tax Year)
Net Direct Debt

$471,456,288,019

(1)

Estimated Overlapping Debt

$

797,596,525

(2)

School Districts

$ 3,773,587,000

City of Seattle

998,414,000

Other Cities and Towns

884,386,000

Port of Seattle

283,620,000

Hospital Districts

255,164,000

Fire Districts

96,099,000

Sewer Districts

-

Park Districts

6,120,000

King County Library System

95,864,000

Library Capital Facilities

1,921,000

Parks and Recreation Service District

753,000

Total Estimated Overlapping Debt

$ 6,395,928,000

Total Net Direct and Estimated Overlapping Debt

$ 7,193,524,525

County Debt Ratios
Net Direct Debt to Assessed Value

0.17%

Net Direct and Overlapping Debt to Assessed Value

1.53%

2016 Population (estimated)

2,149,970

Per Capita Net Direct Debt

$371

Per Capita Net Direct and Overlapping Debt

$3,346

Per Capita Assessed Value

$219,285

NO TES TO TABLE:

(1) Total net general obligation debt per debt capacity schedules, as of December 31, 2016,
adjusted for subsequent County debt-related transactions:
Total Net General Obligation Debt for County Purposes
$ 1,305,040,019
Total Net General Obligation Debt for M etropolitan Functions
1,037,432,079
Total Net General Obligation Debt
$ 2,342,472,098
General Obligation Debt Serviced by Proprietary-Type Funds*
(180,210,000)
General Obligation Debt Issued for Component Units*
(194,854,018)
General Obligation Debt Issued for M etropolitan Functions*
(1,037,432,079)
County Credit Enhancement Program**
(132,379,476)
Net Direct Debt

$

797,596,525

* The debt service on these bonds is payable first from other revenues of the County.
** Reflects the outstanding principal amount plus accrued interest as of December 31, 2016,
under contingent loan agreements authorized by the County Credit Enhancement Program.
See "General Obligation Debt Information-Contingent Loan Agreements."
(2) As of December 31, 2016.

Source: King County Finance and Business Operations Division—Financial Management Section and
Treasury Section
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Contingent Loan Agreements
Since 1997, the County has maintained a program to provide credit enhancement by entering into
contingent loan agreements in connection with the financing of housing projects assisting the
poor and infirm. The program permits the County to provide credit enhancement for projects
undertaken by public housing authorities, non-profit organizations, for-profit organizations, local
governments, public agencies, and public development authorities, primarily the King County
Housing Authority. The maximum principal amount permitted under the County’s credit
enhancement program is $200,000,000. The aggregate outstanding principal of and accrued
interest on the contingent loan agreements provided under the County’s credit enhancement
program was $132,379,476 as of December 31, 2016.
In 2012, the Washington State Supreme Court issued its decision In the Matter of the Bond
Issuance of Greater Wenatchee Regional Events Center Public Facilities District, involving a
proposed contingent loan agreement between the City of Wenatchee and a public facilities
district. Under the reasoning of the lead opinion in the case, the principal amount of any
contingent loan agreement plus any accrued interest (but not interest still to be accrued) may be
considered debt of the County for purposes of calculating constitutional and statutory debt limits.
See the footnotes to the tables titled “Computation of Statutory Debt Capacity” and “Net Direct
and Overlapping Debt.”
Credit Facilities
The County has entered into certain credit facilities to which it has pledged its full faith and
credit. Unless extended, such facilities terminate prior to the final maturity of the obligations
secured thereby. A summary of such facilities is shown in the following table.
SUMMARY OF CREDIT FACILITIES

Series
Multi-Modal Limited Tax General
Obligation Bonds (Payable from Sewer
Revenue), Series 2010 A and B

Multi-Modal Limited Tax General
Obligation Bonds, Series 2013

Amount
Outstanding as
of 6/1/2017

Type of Facility

$100,000,000

Standby Bond
Purchase
Agreement

$33,020,000

Continuing
Covenant
Agreement

Bank of America
Preferred Funding
Corporation

8/1/2019

Three Years 06/01/2029

Letter of Credit

Landesbank HessenThuringen
Girozentrale (Helaba)

9/30/2020

Three Years 01/01/2032

Junior Lien Variable Rate Demand Sewer
Revenue Bonds, Series 2001 A and B(2)

$100,000,000

Provider

Expiration

Term-Out
Provision

Maturity

State Street Public
Lending Corporation 11/3/2017(1) Three Years 01/01/2040

(1) In the process of being replaced by a direct purchase obligation of State Street Public Lending
Corporation. Expiration of the associated continuing covenant agreement will occur in April or May
of 2021, depending on the closing date of the direct purchase.
(2) The County has pledged its full faith and credit as a limited tax general obligation to the
reimbursement agreements with Landesbank Hessen-Thüringen Girozentrale (Helaba) related to the
letters of credit securing the Junior Lien Variable Rate Demand Sewer Revenue Bonds, Series 2001A
and Series 2001B. See the table titled “Summary of Credit Facilities” under “General Obligation
Debt Information—Credit Facilities.”
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The County currently intends to keep these obligations outstanding until the stated maturity date.
However, if the County is unable to extend or replace any such credit facility, the provider of
that credit facility is obligated to purchase the outstanding obligations secured thereby before
that credit facility terminates. In that case, the County would be obligated to repay during a
“term-out” period all principal of the obligations secured thereby before the stated maturity date.
In addition, if fees for extensions or replacements of any such credit facility increase
substantially or such extensions or replacements otherwise cease to benefit the County, the
County may seek to refund or convert the obligations secured by that credit facility with fixed
rate bonds, which may increase debt service associated with those obligations above that
currently projected by the County. See the table above titled “Aggregate Debt Service
Requirements for All General Obligation Debt of the County.”

PROPERTY TAX INFORMATION

Authorized Property Taxes
The County is authorized to levy both “regular” property taxes and “excess” property taxes.
Regular Property Taxes. The County may levy regular property taxes for general municipal
purposes, including the payment of debt service on limited tax general obligation bonds, such as
the Bonds, and for road district purposes. Such regular property taxes are subject to rate
limitations and amount limitations, as described below, and to the uniformity requirement of
Article VII, Section 1, of the State Constitution, which specifies that a taxing district must levy
the same rate on similarly classified property throughout the taxing district. Under the State
Constitution, all real property constitutes one class for purposes of this uniformity requirement,
with limited exceptions. Aggregate property taxes vary within the County because of its
different overlapping taxing districts.
The information in this Official Statement relating to regular property tax limitations and
requirements is based on existing statutes and constitutional provisions. Changes in such laws
could alter the impact of other interrelated tax limitations on the County.
(i)

Maximum Rate Limitations. The County may levy regular property taxes for two
purposes: for general municipal purposes and for road district purposes. Each purpose is
subject to a rate limitation. The general municipal purposes levy is limited to $1.80 per
$1,000 of assessed value, and the County is levying $1.25578 per $1,000 of assessed
value for the 2017 tax year. The road district levy, which is levied in unincorporated
areas of the County for road construction and maintenance and other County services
provided in the unincorporated areas, is limited to $2.25 per $1,000 of assessed value,
and the County currently is levying at a rate of $2.24557 per $1,000 of assessed value for
the 2017 tax year. Additional statutory provisions limit the increase in the aggregate
amount of taxes levied. See “Regular Property Tax Increase Limitation.”
The County is authorized to increase its general municipal purposes levy to a maximum
of $2.475 per $1,000 of assessed value if the total combined levies for both general and
road district purposes do not exceed $4.05 per $1,000 of assessed value and if no other
taxing district has its levy reduced as a result of the increased County levy (RCW
84.52.043).
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The $1.80 per $1,000 of assessed value limitation on the general purposes levy is
exclusive of the following regular property taxes:
(a)

a voted levy for emergency medical services, limited to $0.50 per $1,000 of
assessed value (authorized by RCW 84.52.069),

(b)

a voted levy to finance affordable housing for very low income households,
limited to $0.50 per $1,000 of assessed value (authorized by RCW 84.52.105,
although the County has not sought approval from voters for this levy),

(c)

a non-voted levy for conservation futures, limited to $0.0625 per $1,000 of
assessed value (authorized by RCW 84.34.230), and

(d)

a non-voted levy for transit-related purposes, limited to $0.075 per $1,000 of
assessed value (authorized by RCW 84.52.140).

The County’s EMS levy was most recently approved in November 2013 for an additional
six years, at a rate not to exceed $0.335 per $1,000 of assessed value. The current fourthyear rate is $0.26305 per $1,000 of assessed value for 2017. The County’s levy rate for
conservation futures in 2017 is $0.04141 per $1,000 of assessed value, and its levy rate
for transit-related purposes is $0.04966 per $1,000 of assessed value.
(ii)

One Percent Aggregate Regular Property Tax Levy Limitation. Aggregate regular
property tax levies by the State and all taxing districts except port districts and public
utility districts are subject to a rate limitation of 1% of the true and fair value of property
(or $10.00 per $1,000 of assessed value) by Article VII, Section 2, of the State
Constitution and by RCW 84.52.050.

(iii)

$5.90 per $1,000 Aggregate Regular Property Tax Levy Limitation. Within the 1%
limitation described above, aggregate regular property tax levies by all taxing districts are
subject to a rate limitation of $5.90 per $1,000 of assessed value by RCW 84.52.043(2)
except: levies by the State, port districts, and public utility districts; excess levies
authorized by Article VII, Section 2, of the State Constitution; levies for acquiring
conservation futures, for emergency medical services, to finance affordable housing for
very low income households, for ferry districts, for criminal justice purposes, for transitrelated purposes, and for regional transit authorities; and portions of certain levies by
metropolitan park districts, fire protection districts, and certain flood control zone
districts.
If aggregate regular property tax levies exceed the 1% or $5.90 per $1,000 of assessed
value limitations, then, in order to bring the aggregate levy into compliance, levies
requested by “junior” taxing districts within the area affected are reduced or eliminated
according to a detailed prioritized list (RCW 84.52.010). Junior taxing districts are
defined by RCW 84.52.043 as all taxing districts other than the State, counties, cities,
towns, road districts, port districts, and public utility districts.

(iv)

Regular Property Tax Increase Limitation. The regular property tax increase limitation
(chapter 84.55 RCW) limits the total dollar amount of regular property taxes levied by an
individual taxing district to the amount of such taxes levied in the highest of the three
most recent years multiplied by a limit factor, plus an adjustment to account for taxes on
new construction at the previous year’s rate. The limit factor is defined as the lesser of
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101% or 100% plus inflation, but if the inflation rate is less than 1%, the limit factor may
be increased to 101%, if approved by a majority plus one vote of the governing body of
the taxing district, upon a finding of substantial need. In addition, the limit factor may be
increased, regardless of inflation, if such increase is authorized by the governing body of
the taxing district upon a finding of substantial need and is also approved by the voters at
a general or special election within the taxing district. Such election must be held less
than 12 months before the date on which the proposed levy will be made, and any tax
increase cannot be greater than described above under “Maximum Rate Limitations.”
The new limit factor is effective for taxes collected in the following year only.
Since the regular property tax increase limitation applies to the total dollar amount levied
rather than to levy rates, increases in the assessed value of all property in the taxing
district (excluding new construction) that exceed the growth in taxes allowed by the limit
factor result in decreased regular tax levy rates, unless voters authorize a higher levy, and
vice versa for decreases in assessed value.
RCW 84.55.092 allows the property tax levy to be set at the amount that would be
allowed if the tax levy for taxes due in each year since 1986 had been set at the full
amount allowed under chapter 84.55 RCW. This is sometimes referred to as “banked”
levy capacity. The County currently has no such banked levy capacity.
With majority voter approval, a taxing district may levy, within the statutory rate
limitations described above, more than what otherwise would be allowed by the tax
increase limitation, as allowed by RCW 84.55.050. This is known as a “levy lid lift,”
which has the effect of increasing the taxing district’s levy “base” when calculating
permitted levy increases in subsequent years. The new base can apply for a limited or
unlimited period, except that if the levy lid lift was approved for the purpose of paying
debt service on bonds, the new base can apply for no more than nine years. After the
expiration of any limited purpose or limited duration specified in the levy lid lift, the levy
is calculated as if the taxing district had levied only up to the limit factor in the interim
period.
The table titled “Allocation of 2016 and 2017 Tax Levies” shows the allocation of the
County’s existing levies.
(i)

The automated fingerprint identification system (“AFIS”) levy, a regular property
tax levy authorized by RCW 84.55.050, was renewed on November 6, 2012, for a
six-year term by a majority of voters in the County. The levy began in 2013 at a
rate of not more than $0.0592 per $1,000 of assessed value, and in 2017 the rate is
$0.04477 per $1,000 of assessed value.

(ii)

In August 2013, the Parks levy lid lift was renewed by voters for six years, for a
rate of no more than $0.1877 per $1,000 of assessed value. The 2017 tax year
rate for the Parks levy lid lift is $0.15029 per $1,000 of assessed value.

(iii)

The Veterans and Family Human Services levy, approved by voters in 2011, is a
regular property tax levy to be levied for six years beginning in 2012 at a rate of
no more than $0.05 per $1,000 of assessed value. Tax year 2017 is the last year
for this lid lift, and the rate is $0.03964 per $1,000 of assessed value. A renewal
of the levy, called the Veterans, Seniors, and Human Services Levy, will be on the
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ballot of the November 7, 2017, election. If approved by voters, it would set the
levy rate at $0.10 per $1,000 of assessed value for six years.
(iv)

The Children and Family Justice Center levy is a nine-year temporary levy lid lift
approved by voters in August 2012, at a rate of $0.07 per $1,000 of assessed value
for the first year (2013). The rate for 2017 is $0.05221 per $1,000 of assessed
value for a total dollar amount of $24.5 million. The Children and Family Justice
Center levy represents 4.2% of the County’s overall 2017 operating levy of
$589.7 million and 3.0% of the total 2017 County tax levy of $811.7 million.
On September 26, 2017, the Washington State Court of Appeals Division Two
ruled in the case End Prison Industrial Complex (“EPIC”) v. King County that the
ballot title for the Children and Family Justice Center levy did not expressly
authorize the County to levy property taxes in subsequent years based on the
increased base tax amount in the first year (2013) of the levy. The Court
remanded the case for further proceedings.
The Children and Family Justice Center levy is levied for a limited purpose that
includes constructing a new Children and Family Justice Center to replace the
County’s existing juvenile-justice complex. Construction has begun on the $210
million facility.
The County plans to appeal the ruling to the Washington State Supreme Court.

(v)

The Puget Sound Emergency Radio Network replacement levy lid lift was
approved by voters in April 2015, at a rate of $0.07 per $1,000 of assessed value
for nine years, beginning in 2016. The rate for 2017 is $0.06517 per $1,000 of
assessed value.

(vi)

The BSK levy was approved by voters at the November 2015 general election.
This is a six-year levy at a rate of $0.14 per $1,000 of assessed value in the first
year. The rate for 2017 is $0.13285 per $1,000 of assessed value.

Excess Property Taxes. The County also may impose “excess” property taxes, which are not
subject to limitation, when authorized by 60% supermajority voter approval, as provided in
Article VII, Section 2, of the State Constitution and RCW 84.52.052. To be valid, such popular
vote must have a minimum voter turnout of 40% of the number who voted at the last County
general election, except that one-year excess tax levies also are valid if the number of voters
approving the excess levy is at least 60% of a number equal to 40% of the number who voted at
the last County general election. Excess levies also may be imposed without voter approval
when necessary to prevent the impairment of the obligation of contracts.
Component Units with Taxing Authority. In 2007, the County Council created a County-wide
flood control zone district and a County-wide ferry district which levy regular property taxes at
rates of $0.11740 and $0.01229 per $1,000 of assessed value, respectively, for the 2017 tax year.
The boundaries of each district are coterminous with the boundaries of the County; the members
of the County Council serve initially as the legislative body for each district but, under State law,
each district is a separate taxing district with independent taxing authority. In 2015, the County
assumed the ferry district and its taxing authority. The ferry district is now a County agency: the
Department of Transportation—Marine Division.
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Allocation of Tax Levies
The following table sets forth the allocation of the County-wide, EMS, and unincorporated
County (road district) levies.
ALLOCATION OF 2016 AND 2017 TAX LEVIES
2016 Original
Taxes Levied
($000)

2016 Levy Rate
($ per $1,000)

2017 Original
Taxes Levied
($000)

Items Within Operating Levy (2)
General Fund
Veterans' Relief
Human Services
Intercounty River Improvement
AFIS Levy
Parks Levy
Veterans and Family Human Services
Children and Family Justice Center
Radio Communications (Emergency Radio Network)
Best Start for Kids
M arine Operating (Ferry)

$ 336,454
2,837
6,367
50
20,240
67,940
17,924
23,825
29,727
59,456
1,186

0.79209
0.00668
0.01499
0.00012
0.04765
0.15995
0.04219
0.05609
0.07000
0.14000
0.00279

$ 346,708
2,921
6,556
52
21,024
70,579
18,614
24,518
30,602
62,384
5,770

0.73827
0.00622
0.01396

Total Operating Levy (2)

$ 566,006

1.33255

$ 589,728

1.25578

Transit Levy (3)

$ 26,956

0.06346

$ 23,322

0.04966

Conservation Futures Levy
Conservation Futures Levy
Farmland and Park Debt Service

$ 10,140
8,741

0.02387
0.02058

$ 10,445
9,002

0.02224
0.01917

Total Conservation Futures Levy

$ 18,881

0.04445

$ 19,447

0.04141

Unlimited Tax G.O. Bonds
(Voter-Approved Excess Levy)

$ 16,818

0.03981

$ 16,878

0.03609

Total County-Wide Levy

$ 628,661

1.48027

$ 649,375

1.38294

EM S Assessed Value(1)
$285,029,093,106
EM S Levy (5)

$ 73,781

0.28235

$ 74,664

0.26305

Unincorporated County Assessed Value(1)
$39,295,405,501
Road District Levy (6)

$ 82,424

2.25000

$ 87,679

2.24557

Total County Tax Levies

$ 784,866

County-Wide Levy Assessed Value (1)
$471,456,288,019

2017 Levy Rate
($ per $1,000)

0.00011
0.04477
0.15029
0.03964
0.05221
0.06517
0.13285
0.01229

(4)

(1)
(2)
(3)
(4)
(5)

$ 811,718

Assessed value for taxes payable in 2017.
The operating levy is limited statutorily to $1.80 per $1,000 of assessed value.
The Transit Levy is limited statutorily to $0.075 per $1,000 of assessed value.
The Conservation Futures Levy is limited statutorily to $0.0625 per $1,000 of assessed value.
The EMS levy is limited statutorily to $0.335 per $1,000 of assessed value. The assessed value for
the County’s EMS levy does not include the cities of Seattle or Milton.
(6) The Road District Levy is levied only in the unincorporated areas of the County and is limited
statutorily to $2.25 per $1,000 of assessed value.
Source: King County Department of Assessments
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Overlapping Taxing Districts
In addition to the $1.80 per $1,000 of assessed value in property taxes that the County is
authorized to levy throughout the County and the $2.25 per $1,000 of assessed value that the
County is authorized to levy in unincorporated areas for road district purposes, the overlapping
taxing districts within the County have the statutory power to levy regular property taxes at the
following rates and to levy excess voter-approved property taxes.
OVERLAPPING LEVY RATES

S tatutory Levy Authority
Taxing District

(Per $1,000 of Assessed Value)

State (1)

$3.60

(2)

3.60

Port District

0.45

Fire Protection District

1.50

Hospital District

0.75

M etropolitan Park District

0.75

Library District

0.50

City

School District

(3)

0.00

(1) The maximum levy rate for the State, to be used exclusively for the support of the common schools,
is $3.60 per $1,000 of assessed value adjusted to the State equalized value in accordance with the
indicated ratio fixed by the State Department of Revenue.
(2) The maximum levy rate for a city that is annexed into a library district or a fire protection district is
reduced by the levy rates imposed by those districts.
(3) School districts do not have authority to levy regular property taxes but may levy excess property
taxes with voter approval.

These rates are subject to certain of the limitations described above under “Authorized Property
Taxes—Regular Property Taxes.”
Assessed Value Determination
The Assessor determines the value of all real and personal property throughout the County that is
subject to ad valorem taxation, with the exception of certain public service properties for which
values are determined by the State Department of Revenue. The Assessor is an elected official
whose duties and methods of determining value are prescribed and controlled by statute and by
detailed regulations promulgated by the State Department of Revenue.
For tax purposes, the assessed value of property is 100% of its true and fair value. Since 1996,
all property in the County has been subject to on-site appraisal and revaluation every six years,
and is revalued each year based on annual market adjustments. Personal property is valued each
year based on affidavits filed by the property owner. The property is listed by the Assessor on a
roll at its current assessed value and the roll is filed in the Assessor’s office. The Assessor’s
determinations are subject to revision by the County Board of Appeals and Equalization and, if
appealed, subject to further revision by the State Board of Tax Appeals. At the end of the
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assessment year, in order to levy taxes payable the following year, the County Council receives
the Assessor’s final certificate of assessed value of property within the County.
The following table presents the assessed value of the taxable property within the County for the
current year and the last five years.
KING COUNTY
ASSESSED VALUE

Percentage Change
Tax Year

Amount

From Previous Year

2012
2013

$ 319,460,937,305
314,746,206,667

2014
2015

340,643,616,343
388,118,855,592

8.2
13.9

2016
2017

426,335,605,837
471,456,288,019

9.8
10.6

-3.3 %
-1.5

Source: King County Department of Assessments

Tax Collection Procedure
Property taxes are levied in specific amounts by the County Council, and the rate for all taxes
levied for all taxing districts in the County is determined by the Assessor based upon the
assessed value of the property within the various taxing districts. The Assessor extends the tax
levied within each taxing district on a tax roll that contains the total amounts of taxes levied and
to be collected and assigns a tax account number to each tax lot. The tax roll is delivered to the
Treasury Operations Manager, who is responsible for the billing and collection of taxes due for
each account. All taxes are due and payable on April 30 of each tax year, but if the amount due
from a taxpayer exceeds $50, one half may be paid then and the balance no later than October 31
of that year (except that the half to be paid on April 30 may be paid at any time prior to
October 31 if accompanied by penalties and interest accrued until the date of payment).
The methods of giving notice of payment of taxes due, collecting taxes, accounting for the taxes
collected, dividing the collected taxes among the various taxing districts, and giving notice of
delinquency are covered by detailed statutes. Personal property taxes levied by the County
Council are secured by a lien on the personal property assessed. A federal tax lien filed before
the County Council levies the personal property taxes is senior to the County’s personal property
tax lien. In addition, a federal civil judgment lien (but not a federal tax lien) is senior to real
property taxes that are incurred after the judgment lien has been recorded. In all other respects,
and subject to the possible “homestead exemption” described below, the lien that secures
payment of property taxes is senior to all other liens or encumbrances of any kind on real or
personal property subject to taxation. By law, the County may commence foreclosure on a tax
lien on real property after three years have passed since the first delinquency. The State’s courts
have not decided if the homestead law (chapter 6.13 RCW) gives the occupying homeowner a
right to retain the first $125,000 proceeds of the forced sale of a family residence or other
“homestead” property for delinquent general property taxes. The United States Bankruptcy
Court for the Western District of Washington has held that the homestead exemption applies to
the lien for property taxes, while the State Attorney General has taken the position that it does
not.
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The following table shows the County’s property tax collection record.
PROPERTY TAX COLLECTION RECORD
ALL COUNTY FUNDS

Original

Amount Collected
(1)

Amount Levied

Year of Levy

Tax Year

($000)

($000)

2012

$ 583,597

$ 571,789

2013

608,445

2014

Percent Collected Percent Collected
Year of Levy

as of 5/31/2017

97.98 %

99.56 %

597,455

98.19

99.68

656,280

645,201

98.31

99.60

2015

674,231

663,663

98.43

99.50

2016

784,864

771,652

98.32

99.14

2017

811,718

418,739

51.59

51.59

(1) Excludes the portions of the EMS levy collected within the cities of Seattle and Milton, which are
paid to those cities.
Source: King County Finance and Business Operations Division—Financial Management Section

Principal Taxpayers
The following table lists the ten largest taxpayers in the County and the assessed value of their
real and personal property for the 2017 tax collection year.
LARGEST TAXPAYERS IN THE COUNTY
2017 TAX COLLECTION YEAR

Taxpayer

Assessed Value

Microsoft

$

AV as Percentage
of County's Total AV

3,682,343,860

0.78 %

Puget Sound Energy/Gas/Electric

2,426,875,733

0.51

Boeing

2,100,461,749

0.45

Acorn Development LLC

1,891,471,230

0.40

Essex Property Trust

1,665,284,049

0.35

Alaska Airlines

1,056,243,140

0.22

Altus Group US Inc.

970,873,500

0.21

Union Square LLC

840,558,301

0.18

BRE Properties

812,346,515

0.17

AvalonBay Communities

799,071,215

0.17

Total Assessed Value of Top Ten Taxpayers

$ 16,245,529,292

Total Assessed Value of All Other Taxpayers

455,210,758,727

2016 Assessed Value for Taxes Due in 2017

$ 471,456,288,019

Source: King County Department of Assessments
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3.45 %
96.55
100.00 %

OTHER CONSIDERATIONS

The purchase of the Bonds involves investment risk. Prospective purchasers of the Bonds should
consider carefully all of the information set forth in this Official Statement, including its
appendices, evaluate the investment considerations and merits of an investment in the Bonds,
and confer with their own tax and financial advisors when considering a purchase of the Bonds.
The following section discusses some of the other factors affecting the County and the Bonds.
The following discussion cannot, however, describe all of the factors that could affect the County
and the Bonds. In addition to these known factors, other factors could affect the County and the
Bonds.
Federal Budget and Sequestration
The County receives operating, health, public employment, and capital improvement grants from
the federal government (either directly or indirectly through the State or local governmental
agencies). In 2016, the County received an estimated $94.5 million in federal grant revenue
(64.4% of total 2016 grant revenue received by the County). These federal grant funds may be
adversely impacted by federal legislative and executive actions, including to cuts to federal
spending. Federal funding is subject to federal legislative action, including through the federal
budget process.
Budgetary acts, including the sequestration provisions of the Budget Control Act of 2011
(“Sequestration”), could continue to affect the availability of federal funds. Sequestration has
resulted in and is expected to continue to result in a reduction in the amount that the County
expects to receive from the federal government in connection with interest payments on taxable
bonds eligible for federal interest subsidies. Payments made by the federal government between
October 1, 2016, and September 30, 2017, were reduced by 6.9%, totaling approximately
$105,000. In August 2017, the Internal Revenue Service Office of Tax Exempt Bonds
announced that the federal interest subsidy payments would be reduced by 6.6% for payments
scheduled to be received between October 1, 2017, and September 30, 2018. The approximate
amount of this reduction is $97,000. Sequestration of such interest payments has been extended
by Congress and is scheduled to remain in effect through federal fiscal year 2024.
Sanctuary Jurisdiction Impact
On January 25, 2017, President Trump signed an executive order (the “Order”) directing the
United States Attorney General and the Secretary of Homeland Security to ensure that
“sanctuary jurisdictions”—used therein to mean state and local jurisdictions that willfully refuse
to comply with 8 U.S.C. Section 1373 by restricting government officials or entities from
communicating immigration status to the Immigration and Naturalization Service—will not be
eligible to receive federal grants except as deemed necessary for law enforcement purposes.
Several jurisdictions, including the Seattle (located within the County) and the City of San
Francisco, have filed lawsuits in federal court challenging the constitutionality of the Order. On
April 25, 2017, the court in the San Francisco litigation granted a nationwide preliminary
injunction that enjoins enforcement of the Order. On July 20, 2017, the court denied the U.S.
government’s motions for reconsideration and for dismissal. On September 15, 2017, the United
States District Court for the Northern District of Illinois issued a nationwide preliminary
80

injunction blocking implementation of U.S. Department of Justice grant conditions (announced
in July 2017) focused on certain sanctuary city practices.
At this time, it is unclear how, whether, or when actions might be taken to reduce federal funding
received by any state or local jurisdiction pursuant to the Order, and whether a particular
jurisdiction such as the County would be considered a sanctuary jurisdiction for these purposes.
In the San Francisco litigation, the Department of Justice (“DOJ”) indicated that the Order
applies to only those funds that are administered by DOJ or the Department of Homeland
Security (“DHS”) and are conditioned upon compliance with Section 1373. Federal grants
received by the County that are administered by DOJ or DHS comprise a small percentage of the
County’s total federal grants. See “Major Governmental Fund Sources—Intergovernmental
Revenue” above. In general, the County expects that it would have the flexibility to respond to
any direct reductions or eliminations of federal funding pursuant to the Order. If such reductions
were to be implemented, any projects or programs previously supported by federal funding
could, if necessary, be resized and/or deferred. Alternatively, funding from other sources could
be redirected to those projects or programs. Although the County cannot predict at this time
whether reductions in federal funding may occur or what form such reductions may take, the
County expects that it would be able to redirect funding or reduce expenditures in a manner that
would not affect the County’s ability to pay debt service on the Bonds.

INITIATIVES AND REFERENDA

Under the State Constitution, Washington voters may initiate legislation (either directly to the
voters, or to the State Legislature and then, if not enacted, to the voters) and require the State
Legislature to refer legislation to the voters through the power of referendum. Any law approved
through the power of initiative 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 twothirds 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.
Initiatives and referenda are submitted to the voters upon receipt of a petition signed by at least 8%
(initiatives) and 4% (referenda) of the number of voters registered and voting for the office of
Governor at the preceding regular gubernatorial election.
In recent years, several State-wide initiative petitions to repeal or reduce the growth of taxes and
fees, including County taxes, have garnered sufficient signatures to reach the ballot. Some of those
tax and fee initiative measures have been approved by the voters and, of those, some remain in
effect while others have been invalidated by the courts. Tax and fee initiative measures continue to
be filed, but it cannot be predicted whether any such initiatives might gain sufficient signatures to
qualify for submission to the State Legislature and/or the voters or, if submitted, whether they
ultimately would become law.
Under the County Charter, County voters may initiate County legislation, including modifications
to existing legislation, and through referendum may prevent legislation passed by the County
Council from becoming law. The County Charter also permits legislation to be proposed by cities
in the County, provided that at least one half of the cities in the County support the proposal.
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LEGAL AND TAX INFORMATION

Litigation
There is no litigation pending questioning the validity of the Bonds or the power and authority of
the County to issue the Bonds or seeking to enjoin the issuance of the Bonds.
The County, like other large units of state and local government, is involved in litigation on
matters relating principally to claims arising from contracts, personal injury, property damage,
tax claims, and other matters. For a general description of the types of non-tort claims in which
the County is involved, see Appendix C—Excerpts from King County’s 2016 Comprehensive
Annual Financial Report—Note 19. Based on its past experience and the information currently
known, the County does not believe that any pending litigation would materially adversely affect
the ability of the County to pay when due the principal of or interest on the Bonds.
Approval of Counsel
Legal matters incident to the authorization, issuance, and sale of the Bonds by the County are
subject to the approving legal opinion of Foster Pepper PLLC, Bond Counsel. A form of the
legal opinion of Bond Counsel with respect to the Bonds is attached as Appendix B. The opinion
of Bond Counsel is given based on factual representations made to Bond Counsel, and under
existing law, as of the date of the initial delivery of the Bonds, and Bond Counsel assumes no
obligation to revise or supplement its opinion to reflect any facts or circumstances that may
thereafter come to its attention, or any changes in law that may thereafter occur. The opinion of
Bond Counsel is an expression of its professional judgment on the matters expressly addressed in
its opinion and does not constitute a guarantee of result.
Certain legal matters in connection with the preparation of this Official Statement will be passed
upon for the County by Pacifica Law Group LLP, as Disclosure Counsel to the County.
Potential Conflicts of Interest
The fees of Bond Counsel, Disclosure Counsel, and the Municipal Advisor are contingent upon
the sale of the Bonds. From time to time, Bond Counsel and Disclosure Counsel serve as
counsel to the Municipal Advisor and other parties that may be involved with the Bonds with
respect to transactions other than the issuance of the Bonds.
Limitations on Remedies and Municipal Bankruptcy
Any remedies available to the owners of the Bonds upon the occurrence and continuation of a
default under the Bond Ordinance are in many respects dependent upon judicial actions, which
are in turn often subject to discretion and delay and could be both expensive and time-consuming
to obtain. If the County fails to comply with its covenants under the Bond Ordinance or to pay
principal of or interest on the Bonds, there can be no assurance that available remedies will be
adequate to fully protect the interests of the owners of the Bonds.
In addition to the limitations on remedies contained in the Bond Ordinance, the rights and
obligations under the Bonds and the Bond Ordinance may be limited by and are subject to
bankruptcy, insolvency, reorganization, fraudulent conveyance, moratorium, and other laws
relating to or affecting creditors’ rights, to the application of equitable principles, and to the
exercise of judicial discretion in appropriate cases.
82

A municipality such as the County must be specifically authorized under State law in order to
seek relief under Chapter 9 of the U.S. Bankruptcy Code (the “Bankruptcy Code”). Washington
State law permits any “taxing district” (defined to include counties) to voluntarily petition for
relief under a predecessor to the Bankruptcy Code. A creditor, however, cannot bring an
involuntary bankruptcy proceeding under the Bankruptcy Code against a municipality, including
the County. The federal bankruptcy courts have broad discretionary powers under the
Bankruptcy Code.
Under Chapter 9, creditors secured by a pledge of “special revenues” are granted special
protection in cases brought by municipalities, including the right to continue to receive payments
under legal documents such as the Bond Ordinance. The definition of “special revenues”
includes “receipts derived from the ownership, operation, or disposition of projects or systems of
the debtor that are primarily used or intended to be used primarily to provide transportation,
utility, or other services, including the proceeds of borrowings to finance the projects or
systems.” Under Chapter 9, the pledge and the right to continued receipt of payment of
Revenue of the System is fully enforceable if a bankruptcy court determines that Revenue of the
System is considered “special revenues” under Chapter 9 and that the pledge (in the form of a
lien and charge) of Revenue of the System pursuant to the Bond Ordinance is valid and binding
under Chapter 9.
Chapter 9 further provides that special revenues acquired by a debtor after the commencement of
the bankruptcy case remain subject to any lien resulting from any security agreement entered into
by the debtor before the commencement of the case, and that any such lien on special revenues
(other than municipal betterment assessments) derived from a project or system are subject to the
necessary operating expenses of such project or system.
Unless a debtor under Chapter 9 consents or the plan approved by the bankruptcy court so
provides, the court may not interfere with (i) any of the political or governmental powers of the
debtor, (ii) any of the property or revenues of the debtor, or (iii) the debtor’s use or enjoyment of
any income-producing property.
Although State statute provides for a lien and charge against Revenue of the System to secure
payment of the Bonds, no provision of State law provides for perfection of the lien under the
Uniform Commercial Code of the State.
The opinion to be delivered by Foster Pepper PLLC, as Bond Counsel, concurrently with the
issuance of the Bonds, will be subject to limitations regarding bankruptcy, insolvency,
reorganization, moratorium, and other similar laws affecting creditors’ rights, and also to the
exercise of judicial discretion in accordance with general principles of equity. The form of legal
opinion of Bond Counsel is attached as Appendix B.
Tax Exemption
Exclusion from Gross Income. In the opinion of Bond Counsel, under existing federal law and
assuming compliance with applicable requirements of the Internal Revenue Code of 1986, as
amended (the “Code”), that must be satisfied subsequent to the issue date of the Bonds, interest
on the Bonds is excluded from gross income for federal income tax purposes and is not an item
of tax preference for purposes of the alternative minimum tax applicable to individuals.
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Continuing Requirements. The County is required to comply with certain requirements of the
Code after the date of issuance of the Bonds in order to maintain the exclusion of the interest on
the Bonds from gross income for federal income tax purposes, including, without limitation,
requirements concerning the qualified use of proceeds of the Bonds and the facilities financed or
refinanced with proceeds of the Bonds, limitations on investing gross proceeds of the Bonds in
higher yielding investments in certain circumstances, and the requirement to comply with the
arbitrage rebate requirement to the extent applicable to the Bonds. The County has covenanted
in the Bond Ordinance to comply with those requirements, but if the County fails to comply with
those requirements, interest on the Bonds could become taxable retroactive to the date of
issuance of the Bonds. Bond Counsel has not undertaken and does not undertake to monitor the
County’s compliance with such requirements.
Corporate Alternative Minimum Tax. While interest on the Bonds also is not an item of tax
preference for purposes of the alternative minimum tax applicable to corporations, under
Section 55 of the Code, tax-exempt interest, including interest on the Bonds, received by
corporations is taken into account in the computation of adjusted current earnings for purposes of
the alternative minimum tax applicable to corporations (as defined for federal income tax
purposes). Under the Code, alternative minimum taxable income of a corporation will be
increased by 75% of the excess of the corporation’s adjusted current earnings (including any taxexempt interest) over the corporation’s alternative minimum taxable income determined without
regard to such increase. A corporation’s alternative minimum taxable income, so computed, that
is in excess of an exemption of $40,000, which exemption will be reduced (but not below zero)
by 25% of the amount by which the corporation’s alternative minimum taxable income exceeds
$150,000, is then subject to a 20% minimum tax.
A small business corporation is exempt from the corporate alternative minimum tax for any
taxable year beginning after December 31, 1997, if its average annual gross receipts during the
three-taxable-year period beginning after December 31, 1993, did not exceed $5,000,000, and its
average annual gross receipts during each successive three-taxable-year period thereafter ending
before the relevant taxable year did not exceed $7,500,000.
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 Bonds, 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% of the gross
receipts of such S corporation is passive investment income.
Foreign Branch Profits Tax. Interest on the Bonds may be subject to the foreign branch profits
tax imposed by Section 884 of the Code when the Bonds 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 Bonds, 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. Bond Counsel cannot predict whether the IRS would commence an audit
of the Bonds. Depending on all the facts and circumstances and the type of audit involved, it is
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possible that commencement of an audit of the Bonds could adversely affect the market value
and liquidity of the Bonds until the audit is concluded, regardless of its ultimate outcome.
Certain Other Federal Tax Consequences
Bonds Not “Qualified Tax Exempt Obligations” for Financial Institutions. Section 265 of the
Code provides that 100% of any interest expense incurred by banks and other financial
institutions for interest allocable to tax exempt obligations acquired after August 7, 1986, will be
disallowed as a tax deduction. However, if the tax exempt obligations are obligations other than
private activity bonds, are issued by a governmental unit that, together with all entities
subordinate to it, does not reasonably anticipate issuing more than $10,000,000 of tax exempt
obligations (other than private activity bonds and other obligations not required to be included in
such calculation) in the current calendar year, and are designated by the governmental unit as
“qualified tax exempt obligations,” only 20% of any interest expense deduction allocable to
those obligations will be disallowed.
The County is a governmental unit that, together with all subordinate entities, reasonably
anticipates issuing more than $10,000,000 of tax exempt obligations (other than private activity
bonds and other obligations not required to be included in such calculation) during the current
calendar year and has not designated the Bonds as “qualified tax exempt obligations” for
purposes of the 80% financial institution interest expense deduction. Therefore, no interest
expense of a financial institution allocable to the Bonds is deductible for federal income tax
purposes.
Reduction of Loss Reserve Deductions for Property and Casualty Insurance Companies. Under
Section 832 of the Code, interest on the Bonds received by property and casualty insurance
companies will reduce tax deductions for loss reserves otherwise available to such companies by
an amount equal to 15% 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 on the Bonds into account in determining gross income.
Other Possible Federal Tax Consequences. Receipt of interest on the Bonds may have other
federal tax consequences as to which prospective purchasers of the Bonds should consult their
own tax advisors.
Potential Future Federal Tax Law Changes. Current and future legislative proposals, if enacted
into law, may directly or indirectly cause interest on the Bonds to be subject in whole or in part
to federal income taxation, may prevent the Beneficial Owners of the Bonds from realizing the
full benefits of the current federal tax status of interest on the Bonds, or may affect, perhaps
significantly, the market value or marketability of the Bonds. Prospective purchasers of the
Bonds should consult with their own tax advisors regarding the potential impact of any pending
or proposed legislation or regulations.
Original Issue Premium. The Bonds have been sold at prices reflecting original issue premium
(“Premium Bonds”). An amount equal to the excess of the purchase price of a Premium Bond
over its stated redemption price at maturity constitutes premium on such Premium Bond. A
purchaser of a Premium Bond must amortize any premium over such Premium Bond's term
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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 Bond will offset a
like amount of qualified stated interest on such Premium Bond 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 Bond 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 Bond
prior to its maturity. Even though the purchaser's basis is reduced, no federal income tax
deduction is allowed. Purchasers of Premium Bonds, 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 such Premium Bonds.

CONTINUING DISCLOSURE UNDERTAKING

Annual Disclosure Report. The County agrees to provide or cause to be provided to the
Municipal Securities Rulemaking Board (“MSRB”) the following annual financial information
and operating data for the prior fiscal year (collectively, the “Annual Financial Information”),
commencing in 2018 for the fiscal year ending December 31, 2017:
(i)

annual financial statements prepared in accordance with the Budget Accounting and
Reporting System (“BARS”) prescribed by the Washington State Auditor pursuant to
RCW 43.09.200 (or any successor statutes) and generally of the type attached as
Appendix C, which statements will not be audited, except that if and when audited
financial statements are otherwise prepared and available to the County they will be
provided;

(ii)

a summary of the assessed value of taxable property in the County;

(iii)

a summary of budgeted General Fund revenues and appropriations;

(iv)

a summary of ad valorem property tax levy rates per $1,000 of assessed value and
delinquency rates;

(v)

a summary of outstanding tax-supported indebtedness of the County;

(vi)

a schedule of the aggregate annual debt service on tax-supported indebtedness of the
County; and

(vii)

information regarding Customers, Revenue of the System, Operating and Maintenance
Expenses, and debt service coverage, generally as set forth in the table titled “Historical
Financial Statements.”

Items (ii) through (vii) are required only to the extent that such information is not included in the
annual financial statements.
The Annual Financial Information will be provided on or before the end of seven months after
the end of the County’s fiscal year. The County’s fiscal year currently ends on December 31.
The County may adjust such fiscal year by providing written notice of the change of fiscal year
to the MSRB. In lieu of providing such Annual Financial Information, the County may make
specific cross-reference to other documents available to the public on the MSRB’s internet
website or filed with the SEC.
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If not provided as part of the Annual Financial Information discussed above, the County will
provide to the MSRB the County’s audited financial statements prepared in accordance with
BARS when and if available.
The County agrees to provide or cause to be provided to the MSRB, in a timely manner, notice
of its failure to provide the Annual Financial Information on or prior to the date set forth above.
Specified Events. The County agrees to provide or cause to be provided to the MSRB, in a
timely manner not in excess of ten business days after the occurrence of the event, notice of the
occurrence of any of the following specified events with respect to the Bonds:
(i)

principal and interest payment delinquencies;

(ii)

non-payment related defaults, if material;

(iii)

unscheduled draws on debt service reserves reflecting financial difficulties;

(iv)

unscheduled draws on credit enhancements reflecting financial difficulties;

(v)

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

(vi)

adverse tax opinions, the issuance by the Internal Revenue Service of proposed or final
determinations of taxability, Notices of Proposed Issue (IRS Form 5701-TEB) or other
material notices or determinations with respect to the tax status of the Bonds, or other
material events affecting the tax status of the Bonds;

(vii)

modifications to the rights of Bondholders, if material;

(viii) Bond calls, if material, and tender offers;
(ix)

defeasances;

(x)

release, substitution, or sale of property securing repayment of the Bonds, if material;

(xi)

rating changes;

(xii)

bankruptcy, insolvency, receivership, or similar event of the County;

(xiii) the consummation of a merger, consolidation, or acquisition involving the County or the
sale of all or substantially all of the assets of the County, other than in the ordinary course
of business, the entry into a definitive agreement to undertake such an action, or the
termination of a definitive agreement relating to any such actions, other than pursuant to
its terms, if material; and
(xiv)

appointment of a successor or additional trustee or the change of name of a trustee, if
material.

Solely for purposes of disclosure and not intending to modify the undertaking, the County
advises with reference to items (iii) and (xiv) that no debt service reserves secure payment of the
Bonds and there is no trustee for the Bonds.
EMMA; Format for Filings with the MSRB. Until otherwise designated by the MSRB or the
SEC, any information or notices submitted to the MSRB in compliance with Securities and
Exchange Commission Rule 15c2-12 (“Rule 15c2-12”) are to be submitted through the MSRB’s
Electronic Municipal Market Access system, currently located at www.emma.msrb.org. All
notices, financial information, and operating data required by the undertaking to be provided to
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the MSRB must be in an electronic format as prescribed by the MSRB. All documents provided
to the MSRB pursuant to the undertaking must be accompanied by identifying information as
prescribed by the MSRB.
Termination/Modification of Undertaking. The County’s obligations to provide Annual
Financial Information and notices of specified events will terminate upon the legal defeasance,
prior redemption, or payment in full of all of the Bonds. The undertaking, or any provision
thereof, will be null and void if the County (i) obtains an opinion of nationally recognized bond
counsel to the effect that those portions of Rule 15c2-12 which require the undertaking, or any
such provision, are invalid, have been repealed retroactively, or otherwise do not apply to the
Bonds; and (ii) notifies the MSRB of such opinion and the cancellation of the undertaking.
The County may amend the undertaking, and any provision of the undertaking may be waived, in
accordance with Rule 15c2-12, which, as currently interpreted by the SEC, requires that (i) the
amendment or waiver be made in connection with a change in circumstances that arises from a
change in legal requirements, change in law, or change in the identity, nature, or status of the
County, or type of business conducted; (ii) the undertaking, as amended or waived, would have
complied with the requirements of Rule 15c2-12 at the time of the primary offering, after taking
into account any amendments or interpretations of Rule 15c2-12, as well as any change in
circumstances; and (iii) the amendment or waiver does not materially impair the interests of
holders of the Bonds, as determined either by parties unaffiliated with the County (such as Bond
Counsel) or by the approving vote of holders of the Bonds pursuant to the terms of the Bond
Ordinance.
In the event of any amendment or waiver of a provision of the undertaking, the County will
describe such amendment or waiver in the next Annual Financial Information, and will include,
as applicable, a narrative explanation of the reason for the amendment or waiver and its impact
on the type (or in the case of a change of accounting principles, on the presentation) of financial
information or operating data being presented by the County. In addition, if the amendment
relates to the accounting principles to be followed in preparing financial statements, (i) notice of
such change will be given in the same manner as for a specified event under the caption
“Specified Events” above, and (ii) the annual financial statements 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 statements as prepared on the basis of the new
accounting principles and those prepared on the basis of the former accounting principles.
Remedies Under the Undertaking. The right of any Bond owner or beneficial owner of Bonds to
enforce the provisions of the undertaking will be limited to a right to obtain specific enforcement
of the County’s obligations thereunder, and any failure by the County to comply with the
provisions of the undertaking will not be an event of default with respect to the Bonds. For
purposes of the undertaking, “beneficial owner” means any person who has the power, directly
or indirectly, to vote or consent with respect to, or to dispose of ownership of, any Bonds,
including persons holding Bonds through nominees or depositories.
Prior Compliance. The County has entered into written undertakings under Rule 15c2-12 with
respect to all of its obligations subject thereto. In reviewing its continuing disclosure filings on
EMMA, the County notes the following. The County has undertaken to provide information
regarding customers, revenues, and expenses of the Sewer System, as set forth in the table now
titled “Historical Financial Statements” in connection with outstanding sewer revenue bonds and
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certain LTGO bonds payable from sewer revenues. Although the County provided information
on customers, revenues, and expenses of the System within its CAFR and Water Quality
Financial Enterprise financial statements, it has not provided the table in full. The County filed
hotel/motel tax information for 2004-2013 on November 20, 2014, in connection with its
Limited Tax General Obligation Refunding Bonds, 2007 Series A (which were defeased in May
2015). The County timely filed notice of the Fitch rating upgrade of certain LTGO bonds in
April 2016. This notice is not linked to the County’s Limited Tax General Obligation Bonds,
Series 2007D. Although the County annually timely filed its CAFRs for County-issued bonds,
the 2013 CAFR is not linked and the 2012 CAFR was not timely linked to the CUSIPs for the
Housing Authority of King County Revenue Bonds, 2008 (Greenbridge Redevelopment—
Eastbridge Apartments Project). On September 20, 2017, the County filed notice on EMMA in
connection with the foregoing items.
OTHER BOND INFORMATION

Ratings
The Bonds have been rated “Aaa” and “AAA” by Moody’s Investors Service and S&P Global
Ratings, respectively. The ratings reflect only the views of the rating agencies, and an
explanation of the significance of the ratings may be obtained from each rating agency. There is
no assurance that the ratings will be retained for any given period of time or that the ratings will
not be revised downward or withdrawn entirely by the rating agencies if, in their judgment,
circumstances so warrant. Any such downward revision or withdrawal of the ratings will be
likely to have an adverse effect on the market price of the Bonds.
Municipal Advisor
The County has retained Piper Jaffray & Co., Seattle, Washington, as municipal advisor (the
“Municipal Advisor”) in connection with the preparation of the County’s financing plans and
with respect to the authorization and issuance of the Bonds. The Municipal Advisor is not
obligated to undertake and has not undertaken to make any independent verification or to assume
responsibility for the accuracy, completeness, or fairness of the information contained in this
Official Statement. The Municipal Advisor is a full service investment banking firm that
provides financial advisory and underwriting services to state and local governmental entities.
While under contract to the County, the Municipal Advisor may not participate in the
underwriting of any County debt.
Purchaser of the Bonds
The Bonds are being purchased by Merrill Lynch, Pierce, Fenner & Smith Incorporated (the
“Purchaser”) at a price of $177,234,850.59, and will be reoffered at a price of $177,584,503.95.
The Purchaser may offer and sell the Bonds to certain dealers (including dealers depositing
Bonds into investment trusts) and others at prices lower than the initial offering prices and yields
set forth on page i of this Official Statement, and such initial offering prices and yields may be
changed from time to time by the Purchaser. After the initial public offering, the public offering
prices and yields may be varied from time to time.
Official Statement
At closing, the County will furnish a certificate of an official or officials of the County stating
that, to the knowledge and belief of such official(s), as of the date of the Official Statement and
as of the Issue Date, the Official Statement (as it may have been amended or supplemented prior
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to the Issue Date) did not and does not contain any untrue statement of a material fact or omit to
state any material fact necessary to make the statements therein, in light of the circumstances
under which they were made, not misleading (except that no representation or warranty will
made with respect to information in the Official Statement relating to DTC, DTC’s book-entry
system, or the Purchaser).
The County has authorized the execution and delivery of this Official Statement.
KING COUNTY, WASHINGTON
By:

/s/ Ken Guy
Ken Guy
Director of Finance and Business Operations Division
Department of Executive Services
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KING COUNTY

1200 King County Courthouse
516 Third Avenue

*Ëngtourtty

Seattle,

Signature Report

WA 98104

September 22,2015
Ordinance 18116
Proposed

No.20l5-0166.2

Sponsors McDerrnott

1

AN ORDINANCE providing long-term financing for

2

capital needs of the county's sewer system by authorizing

3

the issuance of sewer revenue bonds and limited tax

4

general obligation bonds (payable from sewer revenues) of

5

the county for refunding outstanding obligations of the

6

county payable from sewer revenues; providing for the

7

form, terms and covenants of such bonds; providing for the

8

sale of the bonds

9

refunding; establishing funds for the receipt and

in one or more series and for

a

plan of

L0

expenditure of bond proceeds and for the payment of the

L1

bonds; pledging sewer revenues to pay the principal of and

T2

interest on any sewer revenue bonds issued under this

13

ordinance; and pledging the annual levy oftaxes and an

1.4

additional pledge of sewer revenues to pay the principal of

15

and interest on any limited tax general obligation bonds

1.6

(payable from sewer revenues) issued under this ordinance.

17

PREAMBLE:

1"8

The county owns and operates facilities for the conveyance and treatment

19

sewage and control of combined sewer overflows that include wastewater

1,

of

Ordinance 18116

20

treatment plants, interceptor and trunk sewers, pumping stations, regulator

21

stations, outfall sewers, storm sewers to diverl stormwater from sanitary sewers,

22

lands for application of biosolids, property rights, and buildings and other

23

structures and equipment (collectively "the System"), all in accordance with a

24

comprehensive plan for metropolitan water pollution abatement under the

25

authority of chapters 36.56 and 35.58 of the Revised Code of Washington

26

("RCV/").

27

Long term service agreements with participating municipalities and other entities

28

("the Participants") obligate the county to treat and dispose of sewage collected by

29

the Participants. The Participants must pay the costs of these services including

30

debt service on bonds payable from sewer revenues (including the bonds

31

authorized by this ordinance) and other indebtedness payable from and secured by

32

sewer revenues. Comparable rates and charges have been established for

33

customers who deliver sewage to the System but are not subject to a contract

34

the county for this service.

35

In accordance with RCW 35.5S.200(3), the county has declared that the health,

36

safety and welfare of people within the metropolitan area require that certain

37

Participants discharge sewage collected by those Participants into facilities of the

38

System.

39

The county has issued the series of sewer revenue bonds with a senior lien on

40

Revenue of the System set forth in Attachment

4T

Bonds").

2

with

A to this ordinance ("the Parity
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'181 16

The county has issued the series of limited tax general obligation bonds

additionally secured by a lien on Revenue of the System junior and subordinate to
the lien thereon of the Parity Bonds set forth in Attachment B to this ordinance

("the Parity Lien Obligations").
The county has issued its sewer revenue bonds with a lien on Revenue of the
System
(as

junior and subordinate to the lien thereon of the Parity Lien Obligations

fuilher defined herein, "the Junior Lien Obligations").

The county has issued its limited tax general obligation bonds additionally
secured by a lien on Revenue of the System

junior and subordinate to the lien

thereon of the Junior Lien Obligations (as further defined herein, "the Multi-

Modal LTGO/Sewer Revenue Bonds").
The county has issued its Commercial Paper Notes and Bank Note (each as

further defined herein) with a lien on Revenue of the System junior and
subordinate to the lien thereon of the Multi-Modal LTGO/Sewer Revenue Bonds
(as

fuither defined herein, "the Subordinate Lien Obligations").

The county may have opportunities to refund all or portions of its currently
outstanding Parity Bonds, Parity Lien Obligations, Junior Lien Obligations,

Multi-Modal LTGO/Sewer Revenue Bonds and Subordinate Lien Obligations and
any Future Parity Bonds, Future Parity Lien Obligations, Future Junior Lien

Obligations, Future Multi-Modal LTGO/Sewer Revenue Bonds and Additional
Subordinate Lien Obligations, in each case to effect a saving to the county and
ratepayers of the Sewer System or when necessary or in the best interest of the

county and ratepayers of the Sewer System to modify debt service or reserve
3
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requirements, sources of payment, covenants or other terms of the obligations to
be refunded.

It is deemed necessary and advisable that the county authorize the

issuance and sale of its bonds payable from sewer revenues ("the Bonds") for
such refunding opportunities, as provided in this ordinance.
Since market conditions can change quickly,

it is in the best interest of the county

to delegate to the county's Finance Director authority to sell the Bonds in one or
more series, as either Parity Bonds or Parity Lien Obligations, or a combination
thereof, by competitive bid or negotiated sale, as provided in this ordinance. The
sale of any series of the Bonds shall be ratified and confirmed by motion of the

council, as provided in this ordinance.
The ordinances authorizingthe issuance of the outstanding Parity Bonds and

Parity Lien Obligations all provide that the county may issue additional Parity
Bonds and additional Parity Lien Obligations if certain conditions are met. By
each Sale Motion the council must find that the applicable parity conditions have
been or shall be met for each series of Bonds issued under this ordinance.

BE IT ORDAINED BY THE COLTNCIL OF KING COTINTY:
SECTION

A.

1. Definitions ; Interpretation

Definitions. The following words and terms

as used

in this ordinance

have the following meanings for all purposes of this ordinance, unless some other

meaning is plainly intended.

"Accreted Value" means for any Parity Bonds that are Capital Appreciation
Bonds, as of any date of calculation, the sum of the amounts set forth in the ordinance,

resolution or motion authorizing such bonds as the amounts representing the initial
4
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principal amount of such bonds plus the interest accumulated, compounded and unpaid

89

thereon as of the most recent compounding date, as provided in the ordinance, resolution

90

or motion authorizing the issuance of such bonds; provided, that

91,

made as of a compounding date, such amount shall be determined by straight-line

92

interpolation as of the immediately preceding and the immediately succeeding

93

compounding dates.

94

if

such calculation is not

"Additional Subordinate Lien Obligations" means those revenue bonds or other

95

revenue obligations that may be issued by the county in the future with a lien on Revenue

96

of the System equal to the lien thereon of the Commercial Paper Notes and the Bank

97

Note.

98
99

"Agency Customer" means any city, town, water-sewer district or other political
subdivision, person, firm, private corporation or other entity that collects sewage from

1OO

customers and disposes of any portion of that sewage into the System and is not a

101

Participant.

1,02

"Annual Debt Service" means, for any calendar year, the sum of the following:

103

1.

The interest due for all outstanding Parity Bonds and Parity Lien

Io4

Obligations (i) on all interest payment dates (other than January 1) in such calendar year,

105

and

106

due on such dates in respect of any Parity Payment Agreements and Parity Lien

L07

Obligation Payment Agreements, rninus any Payment Agreement Receipts due in such

1O8

period in respect of any Parity Payment Agreements and Parity Lien Obligation Payment

109

Agreements.

(ii) on January

1

of the next succeeding year, and any Payment Agreement Payments
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a.

i"i"O

For purposes of calculating the amounts required to pay interest on

LIt

Parity Bonds or Parity Lien Obligations, capitalized interest and accrued interest paid to

1,r2

the county upon the issuance of Parity Bonds or Parity Lien Obligations shall be

1L3

excluded.

b.

LL4

The amount of interest deemed to be payable on any issue of

115

Variable Rate Parity Bonds or Variable Rate Parity Lien Obligations shall be calculated

Li.6

on the assumption that the interest rate on those bonds would be equal to the rate ("the

tt7

assumed RBI rate") that is 90Yo

118

comparable index during the fiscal quarter preceding the quarter in which the calculation

tß

is made; provided, that for purposes of determining actual compliance in any past

I2o

calendar year with the rate covenant made in Section 18 of this ordinance, the actual

t2t

amount of interest paid on any issue of Variable Rate Parity Bonds or Parity Lien

of the average Bond Buyer Revenue Bond Index or

1^22 Obligations shall be taken into account.

2.

tZ3

The principal due (at maturity or upon the mandatory redemption of Term

I24

Bonds prior to their maturity) for all outstanding Parity Bonds and Parity Lien

t2s

Obligations (i) on all principal payment dates (other than January 1) of such calendar year

126

and

I27

(ii)

on January 1 ofthe next succeeding year.

In the case of Capital Appreciation Bonds, the Accreted Value due at maturity or

I2B

upon the mandatory redemption of Parity Term Bonds that are Capital Appreciation

1.2g

Bonds shall be included in the calculation of Annual Debt Service, and references in this

130

ordinance to principal of Parity Bonds shall include the Accreted Value due at maturity or

1"31

upon the mandatory redemption of any Capital Appreciation Bonds.

6
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r32

Notwithstanding the foregoing, debt service on Parity Bonds or Parity Lien

133

Obligations with respect to which a Payment Agreement is in force shall be calculated by

t34

the county to reflect the net economic effect on the county intended to be produced by the

135

terms of the Parity Bonds or Parity Lien Obligations and the terms of the applicable

136

Payment Agreement, in accordance with the requirements for Payment Agreements set

137

forth in Section 27 of this ordinance and any other applicable requirements from the

138

ordinances authorizing issuance of such Parity Bonds or Parity Lien Obligations.

139

From and after the date when no Parity Lien Obligations designated as Series

L40

2008 Bonds or Series 2009 Bonds remain outstanding, for purposes of satisfying the rate

1,41.

covenant in Section 18.8. of this ordinance and the tests for the issuance of additional

1.42

Parity Lien Obligations in Section 25 of this ordinance, Annual Debt Service for any

143

Fiscal Year or calendar year shall exclude any Debt Service Offsets.

1"44

"Annual Parity Debt Service" means, for any calendar year, the sum of the

1.45

following:

1,46

1.

The interest due for all outstanding Parity Bonds (i) on all interest

147

payment dates (other than January 1) in such calendar year, and (ii) on January 1 of the

1.48

next succeeding year, and any Payment Agreement Payments due on such dates in

1.49

respect of Parity Payment Agreements, minus any Payment Agreement Receipts due in

150

such period in respect of such Parity Payment Agreements.

151

a.

For purposes of calculating the amounts required to pay interest on

1.s2

Parity Bonds, capitalized interest and accrued interest paid to the county upon the

L53

issuance of Parity Bonds shall be excluded.
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:.s4

b.

The amount of interest deemed to be payable on any issue of

155

Variable Rate Parity Bonds shall be calculated on the assumption that the interest rate on

156

those bonds would be equal to the rate ("the assumed RBI rate") that is 90o/o of the

:.si

average Bond Buyer Revenue Bond Index or comparable index during the fiscal quarter

i.58

preceding the quarter in which the calculation is made; provided, that for purposes of

159

determining actual compliance in any past calendar year with the rate covenant made in

160

Section 18 of this ordinance, the actual amount of interest paid on any issue of Variable

1.61.

Rate Parity Bonds shall be taken into account.

L62

2.

The principal due (at maturity or upon the mandatory redemption of Term

163

Bonds prior to their maturity) for all outstanding Parity Bonds (i) on all principal

164

payment dates (other than January 1) of such calendar year and (ii) on January 1 of the

165

next succeeding year.

L66

In the case of Capital Appreciation Bonds, the Accreted Value due at maturity or upon

167

the mandatory redemption of Parity Term Bonds that are Capital Appreciation Bonds

168

shall be included in the calculation of Annual Debt Service, and references in this

169

ordinance to principal of Parity Bonds shall include the Accreted Value due at maturity or

I7O

upon the mandatory redemption of any Capital Appreciation Bonds.

ITL

Notwithstanding the foregoing, debt service on Parity Bonds with respect to

\72

which a Payment Agreement is in force shall be calculated by the county to reflect the net

I73

economic effect of the terms of the Parity Bonds and the applicable Payment Agreement,

Il4

in accordance with the requirements set forth in Section 27 of this ordinance and any

175

other applicable requirements from the ordinances authorizing issuance of such Parity

176

Bonds.
8
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r77

From and after such time as no Parity Bonds designated as 2006 Bonds, 2006

178

(2nd) Bond s,2007 Bonds, 2008 Bonds, or 2009 Bonds remain outstanding, for purposes

t7g

of calculating the Reserve Requirement and satisfuing the rate covenant in Section 18.4.

180

of this ordinance and the tests for the issuance of Future Parity Bonds in Section 24 of

181

this ordinance, Annual Parity Debt Service for any Fiscal Year or calendar year shall

I82

exclude any Debt Service Offsets.

183
I84

"Bank Note" means the bank note authorizedto be issued by Ordinance 12057 of
the county, as amended, to secure payment of the Commercial Paper Notes.

185
186

"Beneficial Owner" means, with respect to a Bond, the owner of the beneficial
interest in that Bond.

L87
188

"Bond Register" means the registration books maintained by the Bond Registrar
for purposes of identifying ownership of the Bonds.

189

"Bond Registrar" means the fiscal agent of the State (as the same may be

190

designated by the State from time to time) for the purposes of registering and

Ig1.

authenticating the Bonds, maintaining the Bond Register, effecting the transfer

1.92 ownership

193

of

of the Bonds and paying principal of and premium, if any, and interest on the

Bonds.

Ig4

"Bonds" means the bonds of the county authorized to be issued under this

195

ordinance to refund the Refunded Bonds. The Bonds may be issued in one or more series

IgG

of Parity Bonds or Parity Lien Obligations, as provided in this ordinance.

1.gi
1"98

"Capital Appreciation Bonds" means any Parity Bonds the interest on which is
compounded, accumulated and payable only upon redemption or on the maturity date of

1.gg such Parity Bonds; provided, that Parity Bonds may be deemed to be Capital
9

Ordinance

'181 16

2oo

Appreciation Bonds for only a portion of their term pursuant to the ordinance, resolution

2OI

or motion authorizing their issuance. On the date on which Parity Bonds no longer are

2o2

Capital Appreciation Bonds, they shall be deemed outstanding in a principal amount

203

equal to their Accreted Value.

204

"Certified Public Accountant" means an independent certified public accountant

205

(or firm of cerlified public accountants) selected by the county and having a favorable

206

national reputation.

207
208

"Closing" means the delivery of a series of the Bonds to, and payment of the
purchase price therefor by, the

209
210

"Code" means the Internal Revenue Code of 1986, as amended, together with
corresponding and applicable final, temporary or proposed regulations and revenue

21,1, rulings

2I2
2t3

initial purchasers of that series of Bonds.

issued or amended with respect thereto by the United States Treasury Department

or the Internal Revenue Service, to the extent applicable to the Bonds.

"Commercial Paper Notes" means the King County, V/ashington, Sewer Revenue

214

Bond Anticipation Notes, Commercial Paper Series A, authorized, issued, and

2I5

outstanding from time to time pursuant to Ordinan ce 12057 of the county, as amended.

216

"Comprehensive Plan" means the county's comprehensive water pollution

217

abatement plan authorizedby RCW 35.58.200 and defined in Section 28.82.150 of the

21,8

King County Code

21g

No. 23 of the Metro Council on April 22,lg5g, and all amendments thereto, together

220

with any amendments hereafter approved by ordinance of the county.

22I
222

as the Comprehensive Sewage Disposal Plan adopted

by Resolution

"Construction Account" means the "Second'Water Quality Construction
Account," as designated by Ordinance 12076, Section 30, of the county.
10
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223

"Council" means the Metropolitan King County Council.

224

"Credit Facility" means any letter of credit, standby bond purchase agreement,

225

line of credit, surety bond, insurance policy or other insurance commitment or similar

226

agreement (but not including a Payment Agreement), satisfactory to the county, that is

227

provided by a commercial bank, insurance company or other financial institution with a

228

current long term rating (or whose obligations thereunder are guaranteed by a financial

229

institution with a long term rating): (i) from Moody's and S&P not lower, when issued,

230

than the credit rating of any series of Parity Bonds, to provide support for a series of

231.

Parity Bonds, and shall include any substitute therefor in accordance with the provisions

232

of the ordinance providing for the issuance of Parity Bonds supported by a Credit

233

Facility, or (ii) from Fitch, Moody's and S&P not lower, when issued, than the credit

234

rating of any series of Parity Lien Obligations, to provide support for a series of Parity

235

Lien Obligations (including Variable Rate Parity Lien Obligations), and shall include any

236

substitute therefor in accordance with the provisions of the ordinance providing for the

237

issuance of Parity Lien Obligations supported by a Credit Facility.

238
239

240

"Customers" means Residential Customers and Residential Customer Equivalents
as defined and determined in the existing Service Agreements.

"Debt Service Offset" means receipts of the county, including federal interest

24r

subsidy payments, designated as such by the county that are not included in Revenue of

242

the System and that are legally available to pay debt service on Parity Bonds, Parity Lien

243

Obligations or other obligations of the county payable from and secured by

244

Revenue of the System.

245

a

pledge of

"DTC" means The Depository Trust Company, New York, New York.
11
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"Escrow Agent" means each corporate trustee chosen pursuant to the provisions

241 of Section 16 of this ordinance to serve as escrow agent or refunding

trustee in

248

connection with the refunding of Refunded Bonds upon the issuance of any series of

249

Bonds.

250

"Finance Director" means the director of the finance and business operations

25L

division of the department of executive services of the county or any other county officer

252

who succeeds to the duties now delegated to that office, or the designee of such officer.

253

"Fitch" means Fitch Ratings, and its successors and assigns, except that if that

254

entity is dissolved or liquidated or no longer performs the functions of a securities rating

255

agency, then the term I'Fitch" shall be deemed to refer to any other nationally recognized

256

securities rating agency selected by the county.

2s7

"Future Junior Lien Obligations" means any se\iler revenue bonds, warrants or

258

other obligations that may be issued in the future with a lien on Revenue of the System

259

equal to the lien thereon of the currently outstanding Junior Lien Obligations.

zïo

"Future Multi-Modal LTGO/Sewer Revenue Bonds" means any limited tax

261

general obligation bonds that may be issued in the future that are additionally secured by

262

a lien on Revenue of the System on a parity

263

outstanding Multi-Modal LTGO/Sewer Revenue Bonds.

with the lien thereon of the currently

264

"Future Parity Bonds" means any sewer revenue bonds, warrants or other

265

obligations that may be issued in the future with a lien on Revenue of the System equal to

266

the lien thereon of the currently outstanding Parity Bonds.

267

"Future Parity Lien Obligations" means any limited tax general obligation bonds

268

that may be issued in the future that are additionally secured by a lien on Revenue of the
T2
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269

System on a parity with the lien thereon of the currently outstanding Parity Lien

270

Obligations.

271.
272

"Government Obligations" means "government obligations" as defined in chapter
39.53 RCW, as now in existence or hereafter amended.

273

"Junior Lien Obligations" means the county's (i) Junior Lien Variable Rate

274

Demand Sewer Revenue Bonds, Series 20014 and Series 20018, dated August 15,2001,

275

authorized by Ordinances 14171 and I4172,(ii) Junior Lien Variable Rate Demand

276

Sewer Revenue Bond, Series 2011, dated October 26,2011, authorized by Ordinance

277

17202,

278

December 27,2012, authorized by Ordinance 17495, and (iv) any Future Junior Lien

279

Obligalions.

280

(iii) Junior Lien Variable

Rate Demand Sewer Revenue Bond, Series 2012, dated

"Letter of Representations" means the Blanket Issuer Letter of Representations

28L

dated

282

time to time, and any successor or substitute letter relating to the operational procedures

283

of the Securities Depository.

284

May 1, I995,by and between the county and DTC,

as

"Moody's" means Moody's.Investors Service, Inc.,

it may be amended from

a corporation

duly organized

285

and existing under and by virtue of the laws of the State of Delaware, and its successors

286

and assigns, except that

287

performs the functions of a securities rating agency, then the term "Moody's" will be

288

deemed to refer to any other nationally recognized securities rating agency selected by

289

the county.

2gO
291.

if that corporation is dissolved or liquidated or no longer

"MSRB" means the Municipal Securities Rulemaking Board or any successor to
its functions.
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292

"Multi-Modal LTGO/Sewer Revenue Bonds" means the county's Multi-Modal

293

Limited Tax General Obligation Bonds (Payable from Sewer Revenue), Series 2010A

zg4

and Series 20108, and any Future Multi-Modal LTGO/Sewer Revenue Bonds.

295
296
2g7

"Net Revenue" means Revenue of the System less Operating and Maintenance
Expenses.

"Operating and Maintenance Expenses" means all normal expenses incurred by

2gg

the county in causing the System to be maintained in good repair, working order and

2gg

condition and includes payments to any private or governmental agency for the operation

300

or maintenance of facilities or for the disposal of sewage but excludes any allowance for

301"

depreciation.

302
303
304

"Owner" means, with respect to a Bond, without distinction, the Beneficial Owner
or the Registered Owner.
".Parity Bond Fund" means the "Water Quality Revenue Bond Account"

305

designated pursuant to Ordinance 12076, Section 30, of the county and continued

306

pursuant to Section 9 of this ordinance for the purpose of paying and securing the

307

payment of the Parity Bonds.

308
309

"Parity Bond Reserve Account" means the bond reserve account in the Parity
Bond Fund securing the payment of the Parity Bonds.

3i.O

"Parity Bonds" means the bonds identified as such in the Preamble to this

31.1.

ordinance, together with (i) any Bonds issued under this ordinance with a lien on

3t2

Revenue of the System equal to the lien thereon of those bonds and (ii) any Future Parity

313

Bonds. "Parity Bonds" include any Parity Payment Agreements and parity

1,4
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3L4

reimbursement agreements entered into with the provider of a Credit Facility securing

315

any Parity Bonds.

3i.6

"Parity Lien Obligation Bond Fund" means the Water Quality Limited Tax

3I7

General Obligation Bond Redemption Fund, established pursuant to Ordinance

318

Section 8, ofthe county and continued pursuant to Section 10 ofthis ordinance, to

31-9

provide for payment of Parity Lien Obligations.

320

II24I,

"Parity Lien Obligation Payment Agreement" means a Payment Agreement under

321-

which the county's payment obligations are expressly stated to constitute a charge and

322

lien on Revenue of the System equal in rank with the charge and lien on Revenue of the

323

System securing amounts required to be paid into the Parity Lien Obligation Bond Fund

324

to pay and secure the payment of principal of and interest on the Parity Lien Obligations.

32s
326
327

"Parity Lien Obligation Term Bonds"

*.un,

Parity Lien Obligations that are

Term Bonds.
"Parity Lien Obligations" means bonds identified as such in the Preamble to this

328

ordinance, together with (i) any Bonds issued under this ordinance with a lien on

3zg

Revenue of the System equal to the lien thereon of those bonds and (ii) any Future Parity

330

Lien Obligations. "Parity Lien Obligations" include any Parity Lien Obligation Payment

33i.

Agreements and parity reimbursement agreements entered into with the provider of a

332

Credit Facility securing any Parity Lien Obligations.

333

"Parity Payment Agreement" means a Payment Agreement under which the

334

county's payment obligations are expressly stated to constitute a charge and lien on

335

Revenue of the System equal in rank with the charge and lien on Revenue of the System

L5
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336

securing amounts required to be paid into the Parity Bond Fund to pay and secure the

337

payment of principal of and interest on the Parity Bonds.

338

"Parity Term Bonds" means Parity Bonds that are Term Bonds.

339

"Pafiicipant" means each city, town, county, water-sewer district, municipal

340

corporation, person, firm, private corporation or other entity that disposes of any portion

34t

of its sanitary sewage into the System and has entered into a Service Agreement with the

342

county.

343

"Payment Agreement" means, to the extent permitted from time to time by

344

applicable law, awritten agreement entered into by the county (i) in connection with or

345

incidental to the issuance, incurring or carrying of bonds or other obligations of the

34G

county secured in whole or in part by a lien on Revenue of the System; (ii) for the

347

purpose of managing or reducing the county's exposure to fluctuations ot levels of

348

interest rates, currencies or commodities or for other interest rate, investment, asset ot

349

liability management purposes; (iii) with

350

provides, on either a current or forward basis, for an exchange of payments determined in

351

accordance with a formula specified therein.

352

a Qualified Counterparty; and

(iv) which

"Payment Agreement Payments" means the amounts periodically required to be

353

paid by the county to the Qualified Counterparty pursuant to a Payment Agreement. The

354

term "Payment Agreement Payments" does not include any termination payment required

355

to be paid with respect to a Payment Agreement.

356
357

"Payment Agreement Receipts" means the amounts periodically required to be
paid by the Qualified Counterparty to the county pursuant to a Payment Agreement.
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358

"Professional Utility Consultant" means a licensed professional engineer, a

359

Certified Public Accountant, or other independent person or firm selected by the county

360

having a favorable reputation for skill and experience with sewer systems of comparable

361

size and character to the System in such areas as are relevant to the putposes for which

362

they are retained.

363

"Public'Works Trust Fund Loans" means loans to the county by the State

364

Department of Commerce under the Public Works Trust Fund loan program pursuant to

365

loan agreements in effect as of the date of this ordinance and any loan agreements

366

hereafter entered into by the county under the Public Works Trust Fund loan program, the

367

repayment obligations of which are secured by a lien on Revenue of the System equal to

368

the lien thereon established by such loan agreements.

369

"Qualified Counterparty" means with respect to a Payment Agreement an entity

37o

(i) whose senior long term debt obligations, other senior unsecured long term obligations

37L

or claims paying ability or whose payment obligations under a Payment Agreement are

372

guaranteed by an entity whose senior long term debt obligations, other senior unsecured

313 long term obligations or claims paying ability are rated (at the time the Payment
314

Agreement is entered into) at least as high as A3 by Moody's and A- by S&P (and A- by

37s

Fitch for any Parity Lien Obligation Payment Agreement), or.the equivalent thereof by

376

any successor thereto, and (ii) who is otherwise qualifìed to act as the other party to a

377

Payment Agreement under any applicable laws of the State.

378

"Qualified Insurance" means (i) so long as any Parity Bonds designated as2006

379

Bonds, 2006 (2nd) Bonds, 2007 Bonds, 2008 Bonds, or 2009 Bonds remain outstanding,

380

any unconditional municipal bond insurance policy or surety bond issued by any
17
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381

insurance company licensed to conduct an insurance business in any state of the United

382

States or by a service corporation acting on behalf of one or more such insurance

383

companies, which insurance company or service corporation is rated in one of the two

384

highest rating categories by Moody's, S&P, and any other rating agency then maintaining

385

a

386

surety bond, such insurance company or companies maintain a policy owner's surplus in

387

excess of $500,000,000; and

388

as 2006 Bonds, 2006 (2nd) Bonds, 2007 Bonds, 2008 Bonds,

389

outstanding, any unconditional municipal bond insurance policy or surety bond issued by

390

any insurance company licensed to conduct an insurance business in any state of the

39L

United States or by a service corporation acting on behalf of one or more such insurance

392

companies, which insurance company or service corporation, as of the time of issuance of

393

such policy or surety bond, is then rated in one of the two highest rating categories by

394

Moody's, S&P, and any other rating agency then maintaining a rating on the Parity Bonds

395

and maintains a policy owner's surplus in excess of $500,000,000.

396

rating on the Parity Bonds, provided that as of the time of issuance of such policy or

(ii) from and after such time

as no

Parity Bonds designated

or 2009 Bonds remain

"Qualified Letter of Credit" means any irrevocable letter of credit issued by a

397

bank for the account of the county and for the benefit of the registered owners of Parity

398

Bonds, provided that such bank maintains an office, agency or branch in the United

399

States, and provided further, that as of the time of issuance of such letter of credit, such

400

bank is currently rated in one of the two highest rating categories by Moody's, S&P, and

401.

any other rating agency then maintaining a rating on the Parity Bonds.
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4O2
403

"Rate Stabilization Fund" means the fund of that name created pursuant to
Ordinance 72374, Section 13.D., of the county and continued pursuant to Section 13.8.

404 of this ordinance.
405

"RC'W" means the Revised Code of Washington.

406

"Rebate Amount" means the amount,

if any, determined to be payable with

407

respect to the Bonds by the county to the United States of America in accordance

408

Section 148(Ð of the Code.

4Og
4IO

"Refunded Bonds" means for each series of Bonds the Refunding Candidates that

will

be refunded from proceeds of that series of Bonds, as determined by the Finance

41.1. Manager pursuant to Sections

4t2
4L3
4I4
41.s

with

16 and 28 of this ordinance and set forth in a Sale Motion

in accordance with Sections 16 and 28 of this ordinance.
"Refunding Account" means any account authorized to be created pursuant to
Section 16 of this ordinance to provide for the refunding of any Refunded Bonds.

"Refunding Candidates" means the currently outstanding Parity Bonds, Parity

41.6

Lien Obligations, Junior Lien Obligations, Multi-Modal LTGO/Sewer Revenue Bonds

4:-7

and Subordinate Lien Obligations and any obligations issued after the effective date

41.8

this ordinance that are (i) designated as "Refunding Candidates" in the ordinance or sale

4tg

motion pursuant to which they are issued and are (ii) Future Parity Bonds, Future Parity

420

Lien Obligations, Future Junior Lien Obligations, Future Multi-Modal LTGO/Sewer

42t

Revenue Bonds or Additional Subordinate Lien Obligations.

422
423

of

"Registered Owner" means, with respect to a Bond, the person in whose name
that Bond is registered on the Bond Register.

1.9
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424
425
426
427

428

"Reserve Requirement" means maximum Annual Parity Debt Service with respect

to any calendar year.
"Revenue Fund" means the "'Water Quality Operating Account" as designated by
Ordinance 12076, Section 30, of the county.
"Revenue of the System" means all the earnings, revenues and money received by

429

the county from or on account of the operations of the System and the income from the

430

investment of money in the Revenue Fund or any account within such fund, but shall not

43r

include any money collected pursuant to the Service Agreements applicable to

432

administrative costs of the county other than costs of administration of the System. For

433

certain puposes described in Section 13.8. of this ordinance, deposits from the Rate

434

Stabilization Fund into the Revenue Fund may be included in calculations of "Revenue of

435

the System."

436

"Rule l5c2-l2" means Rule 15c2-I2 promulgated by the SEC under the

437

Securities and Exchange Act of 1934, as the same may be amended from time to time.

438

"S&P" means Standard and Poor's Ratings Services and its successors and

if that entity is dissolved or liquidated or no longer performs the

439

assigns, except that

440

functions of a securities rating agency, then the term "S&P" will be deemed to refer to

441.

any other nationally recognized securities rating agency selected by the county.

442

"Sale Motion" means, with respect to each series of the Bonds, the motion of the

443

council approving a bond purchase contract (if the Bonds are sold by negotiated sale) or

444

accepting a bid (if the Bonds are sold by competitive bid) for the purchase of the Bonds

445

and ratifying the sale of the Bonds, all in accordance

446

with Section 28 of this ordinance.

"SEC" mealts the United States Securities and Exchange Commission.
20
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447

"Securities Depository" means DTC, any successor thereto, any substitute

448 securities depository selected by the county that is qualified

under applicable laws and

44g

regulations to provide the services proposed to be provided by it, or the nominee of any

450

of the foregoing.

45L

"Service Agreements" means the sewage disposal agreements entered into

452

between the county and municipal corporations, persons, firms, private corporations, or

453

governmental agencies providing for the disposal by the county of sewage collected from

454

such contracting parties.

455

"SRF Loans" means loans to the county by the State Department of Ecology

456

pursuant to loan agreements in effect as of the date of this ordinance and any loans and

4s7

loan agreements hereafter entered into by the county under the State water pollution

4s8

control revolving fund loan program, the repayment obligations of which are secured by a

459

lien on Revenue of the System equal to the lien thereon established by such loan

460

agreements.

46I

"State" means the State of Washington.

462

"Subordinate Lien Obligations" means the Commercial Paper Notes, the Bank

463
4G4

Note and any Additional Subordinate Lien Obligations.
"System" means the sewers and sewage disposal facilities now or hereafter

465

acquired, constructed, used or operated by the county for the purpose ofcarrying out the

466

Comprehensive Plan.

467
468

"Tax Certificate" means the Federal Tax Certificate regarding ceftain federal tax
matters executed on behalf of the county upon the issuance of each series of the Bonds.

2I
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469

"Tax-Benefited Bonds" means Bonds other than Tax-Exempt Bonds that are

470 structured so as to confer certain benefits under the Code to the county or to the Owners
471.

of such Bonds, as provided in Section 21 of this ordinance and so designated pursuant to

472

Section 28.A. ofthis ordinance.

473

"Tax-Exempt Bonds" means Bonds the interest on which the county intends to be

474

excludable from gross income for federal income tax purposes, as provided in Section 21

475

of this ordinance and so designated pursuant to Section 28.A. of this ordinance.

476

"Term Bonds" means those bonds identified as such in the proceedings

477

authorizing their issuance, the principal of which is amortized by a schedule of

478

mandatory redemptions, payable from a bond redemption fund, prior to their maturity.

47g
480
4BI

"Trustee" means a trustee for the Parity Bonds authorized to be appointed by
registered owners of Parity Bonds, as provided by this ordinance.

"Undertaking" means an undertaking for ongoing disclosure to be entered into by

482

the county for each series of Bonds, if and to the extent required by Rule15c2-I2, as

483

authorized by a Sale Motion.

494

"Variable Rate Parity Bonds" means Parity Bonds bearing interest at avariable

485

rate of interest, provided that at least one of the following conditions is met: (i) at the

486

time of issuance the county has entered into a Payment Agreement with respect to such

487

Parity Bonds, which Payment Agreement convefis the effective interest rate to the county

488

on the Variable Rate Parity Bonds from a variable interest rate to a fixed interest rate, or

489

(ii) the Parity Bonds bear interest at a variable rate but are issued concurrently in equal

4gO

par amounts with other Parity Bonds bearing interest at avariable rate and are required to
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49L

remain outstanding in equal amounts at all times, if the net effect of such equal par

492

amounts and variable rates at all times is a fixed rate of interest to the county.

493

"Variable Rate Parity Lien Obligations" means Parity Lien Obligations bearing

494

interest af avariable rate of interest, provided that at least one of the following conditions

4gS

is met: (i) at the time of issuance the county has entered into a Payment Agreement with

496

respect to such Parity Lien Obligations, which Payment Agreement converts the effective

497

interest rate to the county on the Variable Rate Parity Lien Obligations from a variable

498

interest rate to a fìxed interest rate or (ii) the Parity Lien Obligations bear interest at a

4gg variable

rate but are issued concurrently in equal par amounts

with other Parity Lien

500

Obligations bearing interest at avariable rate and which are required to remain

501

outstanding in equal amounts at all times, if the net effect of.such equal par amounts and

502

variable rates at all times is a fixed rate of interest to the county.

503

B.

504

otherwiserequires:

505

1.

Rules of Interpretation. As used in this ordinance, unless the context

Theterms "hereby," "hereof," "hereto," "herein," "hereunder" and

506

any similar terms refer to this ordinance as a whole and not to any particular section,

507

subsection, paragraph or clause ofthis ordinance.

508

2.

Unless the context otherwise indicates, words expressed in the

509

singular may include the plural and vice versa, and the use of the neuter, masculine, or

5i"O

feminine gender is for convenience only and is deemed to mean and include the neuter,

5LL

masculine or feminine gender, as appropriate.

st2
513

3.

Any headings preceding the text of the various sections and

subsections of this ordinance, and any table of contents or marginal notes appended to
23
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copies ofthis ordinance, are solely for convenience ofreference and do not constitute a
part of this ordinance, nor shall they affect its meaning, construction or effect.

4.

All

references in this ordinance to "sections," "subsections,"

"paragraphs" and "clauses" are to the corresponding sections, subsections, paragraphs or
clauses of this ordinance as originally passed.

5.

The term "including" means "including without limitation."

SECTION 2. Findings. Because conditions in the capital markets are volatile,
the council finds that it is in the best interests of the county and ratepayers of the System
that the county retain the flexibility to refund all or a portion of the Refunding Candidates

by issuing the Bonds in one or more series, as Parity Bonds or Parity Lien Obligations, in
order to effect a saving to the county and ratepayers of the Sewer System or when
necessary or in the best interest of the county and ratepayers of the Sewer System to

modify debt service or reserve requirements, sources of payment, covenants or other
terms of the Refunded Bonds. To achieve this flexibility, the council further finds that it
is in the best interests of the county and ratepayers of the System lhat a plan of refunding
and the sale of Bonds in one or more series, as Parity Bonds or Parity Lien Obligations,
as Tax-Exempt Bonds, Tax Benefited Bonds or otherwise, by competitive bid or

negotiated sale, for current or future delivery, be determined by the Finance Director, in
consultation with the county's financial advisors. Each sale of a series of Bonds shall be

ratified and confirmed by the council in a Sale Motion.
SECTION

3.

Authorization of Bonds. To provide funds to refund the

Refunded Bonds, the county is authorized to issue one or more series of Bonds in

principal amounts to be established as provided in Sections 16 and 28 of this ordinance.
24
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The Bonds may be issued in one or more series of Parity Bonds or Parity Lien

537

s38

Obligations, as provided in Section 28 of this ordinance, each such series of Parity Bonds

539

to be designated as "King County, Washington, Sewer flmprovement and] Refunding

540

Revenue Bonds" with an applicable year and series designation, and each such series

541.

Parity Lien Obligations to be designated as "King County Limited Tax General

542

Obligation flmprovement and] Refunding Bonds (Payable from Sewer Revenues)" with

543

an applicable year and series designation. The Bonds shall be

544

principal and interest; shall be in the denomination of $5,000 or any integral multiple

545

thereof within a single series, maturity and interestrate; shall be numbered separately in

546

such manner and with any additional designation as the Bond Registrar deems necessary

547

for purposes of identification; and shall be dated the date and mature on the dates, in the

548

years and in the amounts established as provided

fully registered

as

of

to both

in Section 28 of this ordinance.

The Bonds shall bear interest (computed, unless otherwise provided in the Sale

549
550

Motion, on the basis of a 360-day year of twelve 30-day months) from their dated date or

551

from the most recent interest payment date for which interest has been paid or duly

552

provided for, whichever is later,payable on interest payment dates and at the rate or rates

553

established as provided in Section 28 of this ordinance and ratified and confirmed by a

554

Sale

555

shall be set forth in a Sale Motion.

Motion. The Accreted Values of any Bonds that are Capital Appreciation Bonds

556

SECTION 4. Registration, Exchange and Payments.

557

A.

Bond Registrar/Bond Register. In accordance with KCC 4.84, the

558

county adopts for the Bonds the system of registration specified and approved by the

5s9

Washington State Finance Committee, which utilizes the fiscal agent of the State as
25
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560

registrar, authenticating agent, paying agent and transfer agent ("the Bond Registrar").

561

The Bond Registrar shall keep, or cause to be kept, at its designated corporate trust office,

562

sufficient books for the registration and transfer of the Bonds ("the Bond Register"),

s63

which shall be open to inspection by the county at all times. The Bond Register shall

564

contain the name and mailing address of the Registered Owner of each Bond and the

s65

principal amount and number of each of the Bonds held by each Registered Owner. The

566

Bond Registrar is authorized, on behalf of the county, to authenticate and deliver Bonds

567

transferred or exchanged in accordance with the provisions of the Bonds and this

568

ordinance, to serve as the county's paying agent for the Bonds and to carry out all of the

569

Bond Registrar's powers and duties under this ordinance.

570

The Bond Registrar shall be responsible for the representations contained in its

571

Certificate of Authentication on the Bonds. The Bond Registrar may become the Owner

572

of Bonds with the same rights it would have if it were not the Bond Registrar and, to the

573

extent permitted by law, may act as depository for and permit any of its officers or

574

directors to act as members of, or in any other capacity with respect to, any committee

575

formed to protect the rights of Owners.

576

B.

Registered Ownership. The Bonds shall be issued only in registered

577

form as to both principal and interest and shall be recorded on the Bond Register. The

578

county and the Bond Registrar, each in its discretion, may deem and treat the Registered

579

Owner of each Bond as the absolute owner thereof for all purposes, and neither the

580

county nor the Bond Registrar shall be affected by any notice to the contrary. Payment of

58r.

each Bond shall be made as described

s82

ownership of each Bond may be transferred as provided herein. All payments made as

in Section 4 E of this ordinanee, but registration of
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583

described in Section 4.8. of this ordinance shall be valid and shall satisfy and discharge

584

the liability of the county upon such Bond to the extent of the amount ot amounts so paid

585

C.

Use of

Depository. The Bonds initially shall be registered in the name of

586

Cede

587

Depository shall be held fully immobilized in book-entry only form by the Securities

588

Depository in accordance with the provisions of the Letter of Representations. Neither

589

the county nor the Bond Registrar shall have any obligation to participants of any

590

Securities Depository or the persons for whom they act as nominees regarding accuracy

591

of any records maintained by the Securities Depository or its participants. Neither the

592

county nor the Bond Registrar shall be responsible for any notice that is permitted or

593

required to be given to a Registered Owner except such notice as is required to be given

594

by the Bond Registrar to the Securities Depository.

595
596

& Co.,

as the nominee

of DTC. Each Bond registered in the name of the Securities

For so long as the Bonds are registered in the name of the Securities Depository,
the Securities Depository shall be deemed to be the Registered Owner for all purposes

5g7 hereunder, and all references to Registered Owners shall mean the Securities Depository
598

and shall not mean the Beneficial Owners. Registered ownership of any Bond registered

599

in the name of the Securities Depository may not be transferred except: (i) to any

600

successor Securities Depository;

601

the county; or (iii) to any person if the Bond is no longer to be held by a Securities

602

Depository.

603

(ii) to any substitute Securities Depository appointed by

Upon the resignation of the Securities Depository, or upon a termination of the

604

services of the Securities Depository by the county, the county may appoint a substitute

605

Securities Depository.

If (i) the Securities Depository resigns and the county
27
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606

appoint a substitute Securities Depository, or (ii) the county terminates the services of the

607

Securities Depository, the Bonds no longer shall be held in book-entry only form and the

608

registered ownership of each Bond may be transfened to any person as provided in this

609

ordinance.

610

D.

Registration Covenant. The county covenants that, until all Bonds have

6LL

been surrendered and canceled,

612

each Bond that complies with the provisions of Section 149 of the Code.

613

E.

it will maintain a system for recording the ownership of

Place and Medium of Payment. Principal of and premium, if any, and

6L4

interest on the Bonds are payable in lawful money of the United States of America.

615

Principal of and premium, if any, and interest on each Bond registered in the name of the

6L6

Securities Depository are payable in the manner set forth in the Letter of Representations.

617

Interest on each Bond not registered in the name of the Securities Depository is payable

618

by electronic transfer on the interest payment date, or by check or draft of the Bond

619

Registrar mailed on the interest payment date to the Registered Owner at the address

620

appearing on the Bond Register on the Record Date. However, the county is not required

62t

to make electronic transfers except pursuant to a requestby a Registered Owner in

622

writing received on or prior to the Record Date and at the sole expense of the Registered

623

Owner. Principal of and premium, if any, on each Bond not registered in the name of the

624

Securities Depository are payable upon presentation and surrender of the Bond by the

625

Registered Owner to the Bond Registrar.

626

F.

Transfer or Exchange of Registered Ownership; Change in

627

Denominations. The registered ownership of any Bond may be transferred or

628

exchanged, but no transfer of any Bond shall be valid unless
28

it is sumendered to the Bond
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629

Registrar with the assignment form appearing on such Bond duly executed by the

630

Registered Owner or such Registered Owner's duly authorized agent in a manner

631

satisfactory to the Bond Registrar. Upon such surrender, the Bond Registrar shall cancel

632

the surrendered Bond and shall authenticate and deliver, without charge to the Registered

633

Owner or transferee therefor, a new Bond (or Bond, at the option of the new Registered

634

Owner) of the same series, date, maturity and interest rate and for the same aggregate

635

principal amount in any authorized denomination, naming as Registered Owner the

636

person or persons listed as the assignee on the assignment form appearing on the

637

surrendered Bond, in exchange for such surrendered and cancelled Bond. Any Bond may

638

be surrendered to the Bond Registrar and exchanged, without charge, for an equal

639

aggregate principal amount of Bonds of the same series, date, maturity and interest rate,

640

in any authorized denomination. The Bond Registrar shall not be obligated to exchange

641

or transfer any Bond during the 15 days preceding any principal payment or redemption

642

date, or, in the case of any proposed redemption of an Bond, after mailing of notice of the

643

call of the Bond for redemption.

644

SECTION

645

A.

5.

Redem ption Provisions; Purchase of Bonds.

Optional Redemption. All or some of the Bonds may be subject to

646

redemption prior to their stated maturity dates at the option of the county at the times and

647

on the terms set forth in the Sale Motion.

648

B.

Mandatory Redemption. The county shall redeem any Term Bonds, if

649

not redeemed under the optional redemption provisions set forth in the Sale Motion or

6s0

purchased under the provisions set forth herein, randomly (or in such other manner as set

651

forth in the applicable Sale Motion or as the Bond Registrar shall determine) at par plus
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652

accrued interest on the dates and in the years and principal amounts as set forth in the

653

Sale Motion

654

If the county redeems Term Bonds under the optional redemption provisions

set

655

forth in the Sale Motion or purchases or defeases Term Bonds, the Term Bonds so

656

redeemed, purchased or defeased (irrespective of their redemption or purchase prices)

657

shall, unless otherwise provided in the Sale Motion, be credited against one or more

658

scheduled mandatory redemption amounts for those Term Bonds. The county shall

659

determine the manner in which the credit is to be allocated and shall notify the Bond

660

Registrar in writing of its allocation at least 60 days prior to the earliest mandatory

661

redemption date for the maturity of Term Bonds for which notice of redemption has not

662

already been given.

663

C.

Partial Redemption.

Vy'henever less than

all of the Bonds of a single

664

maturity of a series are to be redeemed, the Securities Depository shall select the Bonds

66s

registered in the name of the Securities Depository to be redeemed in accordance with the

666

Letter of Representations, and the Bond Registrar shall select all other Bonds to be

667

redeemed randomly, or in such other manner set forth in the Sale Motion or as the Bond

668

Registrar shall determine.

669

Portions of the principal amount of any Bond, in integral amounts of $5,000, may

Motion. If

670

be redeemed, unless otherwise provided in the Sale

67r

principal amount of any Bond is redeemed, upon surrender of that Bond to the Bond

672

Registrar, there shall be issued to the Registered Owner, without charge therefor, a new

673

Bond (or Bonds, at the option of the Registered Owner) of the same series, maturity and

30
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674

interest rate in any authorized denomination in the aggregate total principal amount

675

remainingoutstanding

D.

67G

Purchase. The county reserves the right and option to purchase any or all

671

of the Bonds in the open market or offered to the county at any time at any price

678

acceptable to the county plus accrued interest to the date ofpurchase.

E.

679

Bonds to be Canceled. All Bonds purchased or redeemed under this

680

section shall be canceled.

681

SECTION

6.

Notice and Bffect of Redemption. Notice of redemption of each

682

Bond registered in the name of the Securities Depository shall be given in accordance

683

with the Letter of Repres.entations. Notice of redemption of each other Bond, unless

684

waived by the Registered Owner, shall be given by the Bond Registrar not less than 20

685

nor more than 60 days prior to the date fixed for redemption by first-class mail, postage

686

prepaid, to the Registered Owner at the address appearing on the Bond Register on the

687

Record Date. The requirements of the preceding sentences shall be deemed to have been

688

fulfilled when notice has been mailed

689

received by any Owner. Notice of redemption shall also be mailed or sent electronically

690

within the same period to the MSRB, to any nationally recognized rating agency then

69I

maintaining a rating on the Bonds at the request of the county, and to such other persons

692

and

693

further notice shall not be a condition precedent to the redemption of any Bond.

694

with such additional information

as so provided, whether or not

as the Finance

it is actually

Director shall determine, but such

In the case of an optional redemption, the notice of redemption may state that the

695

county retains the right to rescind the redemption notice and the redemption by giving a

696

notice of rescission to the affected Registered Owners at any time on or prior to the date
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697

fìxed for redemption. Any notice of optional redemption that is so rescinded shall be of

698

no effect, 4nd each Bond for which a notice of optional redemption has been rescinded

699

shall remain outstanding.

700

Interest on each Bond called for redemption shall cease to accrue on the date fixed

701.

for redemption, unless either the notice of optional redemption is rescinded as set forth

702

above, or money sufÍicient to effect such redemption is not on deposit in the Parity Bond

703

Fund or the Parity Lien Obligation Bond Fund, as applicable, or in a trust account

704

established to refund or defease the Bond.

705

SECTION

7.

Form and Execution of Bonds. Bonds issued

as P arity Bonds

706

shall be in substantially the form set forth in Attachment C to this ordinance. Bonds

707

issued as Parity Lien Obligations shall be in substantially the form set forth in

708

Attachment D to this ordinance. The Bonds shall be signed by the county executive and

709

the clerk of the council, either or both of whose signatures

71.0

and the seal of the county or a facsimile reproduction thereof shall be impressed or

71.I

printed thereon.

71.2

Only

a

-u,

U" manual or in facsimile,

Bond bearing a Certificate of Authentication in the form set forth in

71.3

Attachment C or Attachment D to this ordinance, as applicable, manually signed by the

71.4

Bond Registrar, shall be valid or obligatory for any purpose or entitled to the benefits of

715

this ordinance. The authorized signing of a Certificate of Authentication shall be

71,6

conclusive evidence that the Bond so authenticated has been duly executed, authenticated

717

and delivered and is entitled to the benefits of this ordinance.

71.8

719

If any officer whose manual or facsimile signature appears on a Bond ceases to be
an officer of the county authorized to sign bonds before the Bond bearing his or her
32
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720

manual or facsimile signature is authenticated by the Bond Registrar, or issued or

721.

delivered by the county, that Bond nevertheless may be authenticated, issued and

722

delivered and, when authenticated, issued and delivered, shall be as binding on the county

723

as though that person had continued to be an

724

bonds. Any Bond also may be signed on behalf of the county by any person who, on the

72s

actual date of signing of the Bond, is an officer of the county authorized to sign bonds,

726

although he or she did not hold the required office on the dated date of the Bond.

727

SECTION

8.

officer ofthe county authorized to sign

Mutilated, Lost, Stolen or Destroyed Bonds. If any Bond

728

becomes mutilated, the Bond Registrar may authenticate and deliver a new Bond or

tzg

Bonds of like amount, date, series, interest rate and tenor to the Registered Owner thereof

730

upon the Registered Owner's paying the expenses and charges of the county and the Bond

T3L Registrar in connection therewith and upon surrender
732

so

733

the Bond Registrar.

7g4

to the Bond Registrar of the Bond

mutilated. Every mutilated Bond so surrendered shall be canceled and destroyed by

If any Bond is lost, stolen or destroyed, the Bond Registrar may authenticate

and

73s

deliver a new Bond or Bonds of like amount, date, series, interest rate and tenor to the

736

Registered Owner thereof upon the Registered Owner's paying the expenses and charges

737

of the county and the Bond Registrar in connection therewith and upon filing with the

738

Bond Registrar evidence satisfactory to the Bond Registrar that such Bond was actually

73g

lost, stolen or destroyed and of registered ownership thereof, and upon furnishing the

740

county and the Bond Registrar with indemnity satisfactory to the Finance Director and

741.

the Bond Registrar.
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SECTION

742

9.

Parity Bond Fund. A special fund of the county known

as the

743

"Water Quality Revenue Bond Account" ("the Parity Bond Fund") has heretofore been

744

created and is hereby continued, along with the accounts therein described in this section.

745

The Parity Bond Fund is at all times completely segregated and set apart from all other

746

funds and accounts of the county and is a trust fund for the security and payment of the

747

principal of and interest and any redemption premium on any Parity Bonds. All money

748

credited to the Parity Bond Fund is pledged and ordered to be used for the sole purpose

749

paying the principal of and interest and any redemption premium on the Parity Bonds.

A.

750

of

Debt Service Account. A "Debt Service Account" has heretofore been

751.

established in the Parity Bond Fund. The county hereby obligates and binds itself to set

752

aside and pay into that account out of Revenue of the System amounts sufficient, together

753

with accrued interest, if any, received at the time of delivery of any series of Bonds that

754

are Parity Bonds and deposited therein, income from the investment of money in the Debt

755

Service Account and Parity Bond Reserve Account, and any other money on deposit in

756

the Debt Service Account and legally available, to pay the principal of and interest on

757

outstanding Parity Bonds as the same become due and payable.
For each series of the Bonds that are Parity Bonds there is hereby authorized to be

758

All money required by this

159

created a special subaccount in the Debt Service Account.

760

subsection A. of this section to be deposited into the Debt Service Account for the

76r

payment of principal of and interest on that series of the Bonds shall be deposited into the

762

subaccount created for the series. Money in the subaccount will be treated in all respects

763

as

all other money in the Debt Service Account, but will be accounted for separately for
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764

the purpose of calculating any Rebate Amount payable with respect to that series of the

765

Bonds.

766

Payments on account of each series of the Bonds that are Parity Bonds

767

made out of Revenue of the System into the applicable debt service subaccount in the

768

Parity Bond Fund on or before the day each payment of interest on or principal of those

769

Bonds is due.

770

B.

will

be

Term Bond Provisions. If any Bonds issued as Parity Bonds are

771.

designated as Term Bonds pursuant to Section 28 of this ordinance, the Sale Motion for

772

that series of Bonds shall set forth a mandatory redemption schedule to amortize the

773

principal of those Parity Term Bonds. Payments of principal of Parity Term Bonds under

774

any such mandatory redemption schedule shall be made from the Debt Service Account,

775

as

776

5.8. of this ordinance.

77i

provided in subsection A. of this section, to the extent not credited pursuant to Section

The county covenants that if it issues any Future Parity Bonds as Term Bonds,

it

7i8

will identify

779

authorizing their issuance and establish a schedule of mandatory redemptions, payable

780

from the Debt Service Account, to amorti ze theprincipal of the Parity Term Bonds prior

781.

to their maturity.

782

C.

those Future Parity Bonds as Parity Term Bonds in the proceedings

Parity Bond Reserve Account. A Parity Bond Reserve Account

has

783

heretofore been established in the Parity Bond Fund. The county hereby pledges that it

784

will pay into

78s

with other funds in the Parity Bond Reserve Account will be at least equal to the Reserve

7BG

Requirement. The county may substitute Qualified Insurance or a Qualified Letter of

and maintain in the Parity Bond Reserve Account an amount that together
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787

Credit for amounts required to be paid into or maintained in the Parity Bond Reserve

788

Account. The Qualified Letter of Credit or Qualified Insurance must not be cancelable

789

on less than five years'notice. In the event of any cancellation, the Parity Bond Reserve

790

Account will be funded in accordance with the provisions of this section providing for

7gL payment in the event of a deficiency therein, as if the Parity Bonds that remain
792
793

outstanding had been issued on the date ofsuch notice ofcancellation.
On the date of Closing of a series of Bonds that are Parity Bonds, an amount

794

sufficient to satisfy the Reserve Requirement in the Parity Bond Reserve Account

795

required by the issuance of that series of Bonds must be deposited therein from the

796

proceeds of Parity Bonds or other funds available therefor or provided for by Qualified

797

Insurance or a Qualified Letter of Credit, as herein permitted.

798

If there is a deficiency in the Debt

Service Account to make any payment when

799

due of either principal of or interest on any Parity Bonds, the deficiency

8OO

from the Parity Bond Reserve Account by the withdrawal of money therefrom and by the

801

sale or redemption of obligations held in the Parity Bond Reserve Account,

802

in such amounts as will provide cash in the Parity Bond Reserve Account sufficient to

803

make up any such deficiency. If a deficiency still exists immediately prior to an interest

804

payment date and after the withdrawal of cash, the county will then draw from any

805

Qualified Letter of Credit, Qualified Insurance, or other equivalent credit facility in

806

sufficient amount to make up the deficiency. The draw will be made at such times and

807

under such conditions as the agreement for the Qualifìed Letter of Credit or Qualified

808

Insurance provides.

809

available, draws will be made ratably thereon to make up the deficiency. Any deficiency

If more than

will

be made up

if

necessary,

one Qualified Letter of Credit or Qualified Insurance is
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810

created in the Parity Bond Reserve Account by reason of any such withdrawal must then

811

be made up from Revenue of the System that is available after first making the payments

812

required to be made under paragraph "First" through "Third" of Section 14 of this

813

ordinance.

81.4

815
816

Income from the investment of money in the Parity Bond Reserve Account

will

be deposited in and become apart of the Parity Bond Fund.

SECTION 10 Parity Lien Obligation Bond Fund. A special fund of the county

8t7

known as the "Water Quality Limited Tax General Obligation Bond Redemption Fund"

8i.8

("the Parity Lien Obligation Bond Fund") has heretofore been created and is hereby

819

continued, along with the accounts therein described in this section. The Parity Lien

820

Obligation Bond Fund is at all times completely segregated and set apart from all other

821.

funds and accounts of the county and is a trust fund for the security and payment of the

822

principal of and interest and any redemption premium on the Parity Lien Obligations.

823

money credited to the Parity Lien Obligation Bond Fund is pledged and ordered to be

824

used for the sole purpose of paying the principal of and interest and any redemption

825

premium on the Parity Lien Obligations.

826

A.

All

Debt Service Account. A "Debt Service Account" has heretofore been

827

established in the Parity Lien Obligation Bond Fund. The county hereby obligates and

828

binds itself to set aside and pay into that account out of Revenue of the System amounts

829

sufficient, together with accrued interest,

830

series of Bonds issued as Parity Lien Obligations and deposited therein, income from the

831

investment of money in the Debt Service Account and any other money on deposit in the

if

any, received at the time of delivery

37
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832

Debt Service Account and legally available, to pay the principal of and interest on

833

outstanding Parity Lien Obligations as the same become due and payable.

834

For each series of the Bonds issued as Parity Lien Obligations, there is hereby

835

authorized to be created a special subaccount in the Debt Service Account.

83G

required by this subsection A. to be deposited into the Debt Service Account for the

837

payment of principal of and interest on that series of the Bonds will be deposited into the

838

subaccount created for the series. Money in that subaccount

839

as all other money in the Debt Service Account, but

840

the purpose of calculating any Rebate Arnount payable with respect to that series of the

841.

Bonds.

g4z

will

will

All money

be treated in all respects

be accounted for separately for

Payments on account of each series of the Bonds issued as Parity Lien

843

Obligations will be made out of Revenue of the System into the applicable debt service

844

subaccount in the Parity Lien Obligation Bond Fund on or before the day each payment

845

of interest on or principal of those Bonds is due.

846

B.

Term Bond Provisions. If any Bonds issued

as Parity

Lien Obligations

847

are designated as Term Bonds pusuant to Section 28 of this ordinance, the Sale Motion

848

for that series of Bonds shall set forth a mandatory redemption schedule to amortize the

g4g

principal of those Parity Lien Obligation Term Bonds. Payments of principal of Parity

850

Lien ObJigation Term Bonds under any such mandatory redemption schedule will be

851

made from the Debt Service Account, as provided in subsection A. of this section, to the

852

853
854

extent not credited pursuant to Section 5.8. of this ordinance.
The county covenants that if it issues any additional Parity Lien Obligations as
Term Bonds, it

will identify those Parity Lien Obligations
38

as Term Bonds in the
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855

proceedings authorizing their issuance and establish a schedule of mandatory

856

redemptions, payable from the Debt Service Account, to amortize the principal of those

857

Parity Lien Obligation Term Bonds prior to their maturity.

858

SECTION

1

1, Ptedge of

Taxation and Credit. The county hereby irrevocably

859

covenants and agrees for as long as any Bonds issued as Parity Lien Obligations are

860

outstanding and unpaid, that each year it

861

valorem tax upon all the property within the county subject to taxation in an amount that

862

will

863

available for such purposes, to pay the principal of and interest on those Bonds issued as

864

Parity Lien Obligations as the same become due. All of the taxes so collected will be

865

paid into the Parity Lien Obligation Bond Fund no later than the date those funds are

8G6

required for the payment of principal and interest on the Bonds issued as Parity Lien

867

Obligations.

868

will include in its budget and levy

an ad

be sufficient, together with all other revenues and money of the county legally

The county hereby inevocably pledges that the annual tax herein authorized to be

869

levied for the payment of such principal and interest shall be within and a part of the tax

870

levy permitted to counties without a vote of the people, and that a sufficient portion of the

8i1.

taxes to be levied and collected annually by the county prior to the

872

principal of and interest on the Bonds issued as Parity Lien Obligations will be and is

873

hereby irrevocably set aside, pledged and appropriated for the payment of the principal

874

and interest on those Bonds.

8ts
876

full payment of the

The full faith, credit and resources of the county are hereby irrevocably pledged

for the annual levy and collection of those taxes and for the prompt payment of the

39
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877

principal of and interest on those Bonds issued as Parity Lien Obligations as the same

878

become due.

879

Any Bonds issued hereunder as Parity Bonds are not general obligations of the

880

county, and neither the full faith and credit nor the taxing power of the county are

881

pledged to pay or secure the payment of Bonds issued as Parity Bonds hereunder.

882

SECTION 12 Pledge of Sewer Revenues

883

A.

Parity Bonds. The amounts covenanted to be paid out of Revenue of the

884

System into the Parity Bond Fund and the accounts therein shall constitute a lien and

885

charge on Revenue

886

except Operating and Maintenance Expenses, and of equal lien to any charges heretofore

887

or hereafter made on Revenue of the System for the payment of the principal of and

888

interest on any Parity Bonds.

889

If money

ofthe System superior to all other charges ofany kind or nature

and investments in the Debt Service Account of the Parity Bond Fund

890

and the Parity Bond Reserve Account are reduced below the amounts required to pay the

891

principal and/or interest then due and payable on any Parity Bonds, funds on deposit in

892

any reserve created in the Revenue Fund not then required for the payment of necessary

893

Operating and Maintenance Expenses will be transfened to the Debt Service Account of

894

the Parity Bond Fund to the extent required to pay that principal and interest.

895

B.

Parity Lien Obligations. The amounts covenanted to be paid out of

896

Revenue of the System into the Parity Lien Obligation Bond Fund and the accounts

897

therein shall constitute a lien and charge on Revenue of the System subject to Operating

898

and Maintenance Expenses, and junior, subordinate and inferior to the lien and charge on

899

Revenue of the System for the payments required by the ordinances authorizing the
40
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900

Parity Bonds to be made into the Parity Bond Fund and the accounts therein, and equal to

901

the lien and charge on Revenue of the System for the payments required to be made by

902

the ordinances authorizingthe issuance of the outstanding Parity Lien Obligations and

903

any additional Parity Lien Obligations, and superior to all other liens and charges on

904

Revenue of the System whatsoever.

905

SECTION 13. Revenue Fund ; Rate Stabilization Fund.

906

A.

Revenue Fund. A special fund of the county known as the "Water

907

Quality Operating Account" ("the Revenue Fund") has heretofore been created and is

908

hereby continued.

909

All Operating

910

appropriate reserves therein.

91-t

All

Revenue of the System

and Maintenance Expenses

B.

will

will

be deposited in the Revenue Fund.

be paid out of the Revenue Fund or

Rate Stabilization Fund. In anticipation of increases in revenue

912

requirements of the System, a special fund of the county designated as the "Sewer Rate

913

Stabilization Fund" ("the Rate Stabilization Fund") has heretofore been established and is

91,4

hereby continued. The county may from time to time appropriate or budget amounts in

9L5

the Revenue Fund for deposit in the Rate Stabilization Fund, as provided in Section 14 of

9L6

this ordinance, and may from time to time withdraw amounts therefrom for deposit in the

917

Revenue Fund to pievent or mitigate sewer rate increases or for other lawful purposes

918

the county related to the System, including calculations of "Net Revenue" and "Revenue

919

of the System" for the purposes of satisfying requirements of Sections 18,24 and,25 of

920

this ordinance.

of

921,

For any fìscal year, (i) amounts withdrawn from the Revenue Fund and deposited

922

into the Rate Stabil izationFund for that fiscal year must be subtracted frorn Net Revenue

4t
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923

for that fiscal year, and (ii) amounts withdrawn from the Rate Stabilization Fund and

924

deposited in the Revenue Fund for that fiscal year may be added to Revenue of the

925

System for that fiscal year.

926

SECTION 14. Sewer Revenue Priorities of P ayment. So long as any Bond is

927

outstanding, all Revenue of the System will be deposited into the Revenue Fund and used

928

and applied in the following order of priority:

929

First, to pay all Operating and Maintenance Expenses;

930

Second, to make all required deposits into the Debt Service Account in the Parity

931

Bond Fund to provide for the payment of principal of and interest on Parity Bonds as the

932

same become due and payable and to make any Payment Agreement Payments

933

respect to any Parity Payment Agreements;.

934

with

Third, to make all payments required to be made pursuant to a reimbursement
with Qualified

935

agreement or agreements (or other equivalent documents) in connection

936

Insurance or a Qualifîed Letter of Credit; provided, that if there is not suff,rcient money to

937

make all payments under such reimbursement agreements, the payments will be made on

938

apro rata basis;

939

Fourth, to establish and maintain the Parity Bqnd Reserve Account (including

940

making deposits into such account and paying the costs of obtaining Qualified Insurance

941

or a Quàlified Letter of Credit therefor);

942

Fifth, to make all required payments of principal and interest on the Parity Lien

943

Obligations and to make any Payment Agreement Payments with respect to any Parity

944

Lien Obligation Payment Agreements; and

42
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945

Sixth, to make all required payments of principal of and interest on the Junior

946

Lien Obligations

947

Payments with respect to any Payment Agreements entered into with respect to Junior

948

Lien Obligations, and to make any payments required to be made to providers of any

g4g

credit enhancements or liquidity facilities for Junior Lien Obligations;

as the same become due and payable,

to make all Payment Agreement

950

Seventh, to make all required payments of principal of and interest on the Multi-

95L

Modal LTGO/Sewer Revenue Lien Obligations as the same become due and payable, to

952

make all Payment Agreement Payments for any Payment Agreements entered into with

953

respect to Multi-Modal LTGO/Sewer Revenue Bonds, and to make any payments

954

required to be made to providers of credit enhancements or liquidity facilities for any

955

Multi-Modal LTGO/Sewer Revenue Bonds;

956
957
958

Eighth, to make all required payments of principal of and interest on the
Subordinate Lien Obligations as the same become due and payable;

Ninth, to make all required payments of principal of and interest on bonds, notes,

959

warrants and other evidences of indebtedness, the lien and charge on Revenue of the

960

System of which is

961

become due and payable; and

962
963
964

junior and inferior to the Subordinate Lien Obligations,

as the same

Tenth, to make all required payments of principal of and interest due on the SRF
Loans and the Public Works Trust Fund

Loans.

:

Any surplus money that the county may have on hand in the Revenue Fund after

965

making all required payments set forth above may be used by the county (i) to make

966

necessary improvements, additions and repairs to and extensions and replacements of the

967

System,

(ii) to purchase or redeem and retire outstanding sewer revenue bonds of the
43
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968

county, (iii) to make deposits into the Rate StabilizationFund, or (iv) for any other lawful

969

purposes of the county related to the System.

970
971,
972

SECTION 15. Disposition of Bond Proceeds. The proceeds of the Bonds will be
deposited as follows:

A.

The amount equal to the interest, if any, accruing on each series of the

973

Bonds from their dated date to the date of their Closing will be deposited in the

974

appropriate subaccount for the series created in the Debt Service Account in the Parity

975

Bond Fund or Parity Lien Obligation Bond Fund, as applicable.

976

B.

Proceeds of each series of the Bonds issued as Parity Bonds may be

977

deposited into the Parity Bond Reserve Account, as will be provided for in each Sale

978

Motion for any Bonds issued as Parity Bonds.

979
980

C.

The balance of the proceeds of any Bonds will be deposited into the

appropriate Refunding Account and applied as provided in Section 16 of this ordinance.

981

SECTION 16. Refunding Account; Plan of Refunding.

982

A.

Refunding Account; Guidelines for Refunding. There is hereby

983

authorized to be established one or more special accounts of the county to be maintained

984

with the Escrow Agent, each to be known as a "King County fyear and series

98s

designation] Sewer Revenue Bonds Refunding Account" (each, a "Refunding Account").

986

Each Refunding Account

987

of and premium, if any, and interest on the applicable Refunded Bonds and of paying

988

costs related to the issuance of that series of Bonds and to refunding the applicable

989

Refunded Bonds. Proceeds of the sale of any Bonds, together with other county funds

990

that may be designated for that purpose, will be deposited into each Refunding Account

will

be drawn upon for the sole purpose of paying the principal

44
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99L

to provide for refunding the applicable Refunded Bonds in accordance with the

992

ordinances authorizing the Refunded Bonds and to pay the costs of issuance of the

993

Bonds.

994

The Finance Director is authorized to determine, in consultation with the county's

99s

financial advisors, which of the Refunding Candidates , if any, are to be refunded. In

996

determining which of the Refunding Candidates , if any, should be advance refunded

997

under this ordinance in order to effect a saving to the county andrutepayers of the Sewer

998

System, the council intends that the Finance Director adhere to a refunding guideline that

999

the present value of the savings achieved by such an advance refunding meet or exceed a

of the principal amount of Refunded Bonds that

1000

minimum level of

L001

refunded. This requirement does not apply to the current refunding of any Refunded

too2

Bonds, i.e., the redemption of Refuirded Bonds paid for with proceeds of Bonds issued no

1003

earlier than 90 days prior to the date fixed for redemption of the Refunded Bonds, or to

1004

the refunding of any Refunded Bonds when necessary or in the best interest of the county

1005

and ratepayers of the Sewer System to modify debt service or reserve requirements,

1006

sources of payment, covenants or other terms of the Refunded Bonds.

1007

B.

5Yo

are advance

Plan of Refunding. Each plan of refunding and call for redemption of

1008

Refunded Bonds shall be set forth in and ratified and confirmed by a Sale Motion.

1009

Money in each Refunding Account shall be used immediately upon receipt thereof to

1010

defease the applicable Refunded Bonds and discharge the other obligations of the county

r01,1,

relating thereto under the ordinances that authorized the Refunded Bonds, by providing

TOT2

for the payment of the principal of and premium, if any, and interest on the Refunded

1013

Bonds as set forth in a Sale Motion. The county
45
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101.4

such obligations by the use of the money in each Refunding Account to purchase

10l"5

Government Obligations (such obligations so purchased, "Escrow Securities") bearing

1016

interest and maturing as to principal and interest in such amounts and at such times that,

rotT

together with any necessary beginning cash balance, will provide for the payment of such

10L8

Refunded Bonds, as set forth in the Sale Motion. Such Escrow Securities shall be

1019

purchased at a yield not greater than the yield permitted by the Code and regulations

1.020

relating to obligations acquired in connection with refunding bond issues.

1021,

In connection with the issuance of each series of Bonds, to carry out the refunding

1.022

and defeasance of Refunded Bonds, the Finance Director is hereby authorized to appoint

ro23

an Escrow Agent qualified by law to perform the duties described herein. Any beginning

toz4

cash balance and the Escrow Securities

1025

Agent in an amount sufficient to defease the Refunded Bonds in accordance with this

toz6

section and the applicable Sale Motion.

ro27

will

be irrevocably deposited with the Escrow

The county will take such actions as are found necessary to see that all necessary

1028

and proper fees, compensation and expenses of the Escrow Agent are paid when due.

ro29

The proper offrcers and agents of the county are directed to negotiate an agreement with

1030

each Escrow Agent setting forth the duties, obligations and responsibilities of the Escrow

1031"

Agent in connection with the redemption and retirement of the Refunded Bonds

ro32

provided herein and setting forth provisions for the payment of the fees, compensation

1033

and expenses of the Escrow Agent as are satisfactory to

to34

this section, the Finance Director is authorized and directed to execute and deliver to each

1035

Escrow Agent an escrow agreement and, if requested, a costs of issuance agreement, in

1036

forms approved by the county's bond counsel.
46
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ro37
1038

C.

fìnding of either':

1.

1039
1040

Required Findings. By a Sale Motion, the council shall set forth its

savings and defeasance regarding the Refunded Bonds authoiized

to be refunded from the proceeds ofeach series ofBonds; or

2.

L041.

the best interest of the county and ratepayers of the Sewer System

1042

from modifying debt service or reserve requirements, sources of payment, covenants or

ro43

other terms of the Refunded Bonds authorized to be refunded from the proceeds of each

to44

series of Bonds.

1045

SECTION 17. Due Regard for Expenses. The council hereby declares that, in

1046

fixing the amounts to be paid into the Parity Bond Fund and Parity Lien Obligation Bond

to4i

Fund, as applicable, and the accounts therein, out of Revenue of the System, it has

1048 exercised due regard for the necessary Operating
1049 obligated

and Maintenance Expenses and has not

the county to set aside, pay into and maintain in such funds and accounts a

L050

greater amount of Revenue of the System than in its judgment will be available over and

1051

above the necessary Operating and Maintenance Expenses.

ro52

SECTION 18. Rate Covenants.

1"053

A.

Parity Bonds. The county hereby covenants with the Registered Owner

1054

of each of the Bonds issued as Parity Bonds for so long

1055

outstanding that the county

1056

charges for sewage disposal service that

L057

in an amount that, together with the interest earned during that calendar year on

1058

investments of money in the Parity Bond Fund, Parity Bond Reserve Account and

will

as any

of the same are

at all times establish, maintain and collect rates and

will provide in each calendar year Net

47
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will equal or exceed 1.15 times the amount required to pay the

1059

Construction Account,

1060

Annual Parity Debt Service for such calendar year.

1061

At all times and in any event, rates and charges for sewage disposal service will

ro62

be sufficient to provide funds adequate to operate and maintain the System, to make all

1063

payments and to establish and maintain all reserves required by this or any other

1.O64

ordinance authorizing obligations of the county payable from Revenue of the System, to

L065

make up any deficit in such payments remaining from prior years and to pay all costs

1066

incurred in the construction or acquisition of any portion of the Comprehensive Plan that

1.067

may be ordered by the county and for the payment of which sewer revenue bonds (or

1068

other obligations payable from Revenue of the System) are not issued.

1069

B.

Parity Lien Obligations. The county hereby covenants with the

to70

Registered Owner of each of the Bonds issued as Parity Lien Obligations for so long as

roTt

any of the same are outstanding that the county

1072

collect rates and charges for sewage disposal service that will be fair and

1.073

nondiscriminatory and adequate to provide Revenue of the System sufficient for the

\o74

proper operation and maintenance of the System; for the punctual payment of the

1.O75

principal of and interest on all outstanding Parity Bonds for which payment has not

ro76

otherwise been provided and all amounts that the county is obligated to set aside in the

!077

Parity Bond Fund securing the Parity Bonds; for the punctual payment of the principal of

1,078

and interest on all outstanding Parity Lien Obligations and for all amounts that the county

1.O79

is obligated to set aside in the Parity Lien Obligation Bond Fund; and for the payment of

1080

any and all other amounts that the county is now or may hereafter become obligated to

1081

pay from Revenue of the System.
48
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to82

The county hereby further covenants with the Registered Owner of each of the

1083

Bonds issued as Parity Lien Obligations for so long as any of the same are outstanding

1084

that the county

1085

sewage disposal service that

1086

amount that, together with the interest earned during that calendar year on investments

1087

made of money in the Parity Bond Fund, Parity Bond Reserve Account, Parity Lien

1088

Obligation Bond Fund and Construction Account, is equal to at least 1.15 times the

1089

anrounts required to pay the Annual Debt Service for such calendar year.

1"090

C.

will

at all times establish, maintain and collect rates and charges for

will provide in each calendar year Net

Revenue in an

Rate Stabilization Fund. In determining compliance with the

1"09L

requirements of this section, Revenue of the System and Net Revenue shall be calculated

tog2

by taking into account deposits and withdrawals from the Rate Stabil izationFund as

1093

provided in Section 13.8. of this ordinance.

1,094

SECTION 19. Certain Other Covenants of the County Regarding the Bonds.

1095

The county hereby covenants with the Registered Owner of each of the Bonds for as long

1096

as any of the Bonds are outstanding, as follows:

1.097

A.

Maintain in Good Order. The county will

cause the System and the

1098

business in connection therewith to be operated in a safe, sound, efficient, and economic

1099

manner in compliance with all health, safety, and environmental laws, regulatory body

1100

rules, regulatory body orders and court orders applicable to the county's operation of the

110L

System, and

r102

with all appurtenances and every part and parcel thereof, in good repair, working order

1t 03

and condition, and

will

cause to be maintained, preserved, reconstructed, expanded and kept,

will from time to time

cause to be made, without undue deferral,

49
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1_1.04

necessary or proper repairs, replacements and renewals, so that all times the operation

1105

the System will be properly and advantageously conducted.

1106
1,107

L108

B.

of

Books and Records. The county will cause proper books of record and

accounts of operation of the System to be kept, including an annual financial report.

C.

Annual Audit. The county will

cause its books

of accounts, including its

1109

annual financial report, to be audited annually by the State auditor's office or other State

11L0

department or agency as may be authorized and directed by law to make such audits, or

11.1L

such an audit is not made for twelve months after the close of any fiscal year of the

1L1.2

county, by a Certifìed Public Accountant. The county will furnish the audit to the Owner

r1.13

of any Bond upon written request therefor.

1.1.1.4

D.

if

Insurance. The county will at all times carry fire and extended coverage

111"5

and such other forms of insurance on such of the buildings, equipment, facilities and

11"16

properties of the System as under good practice are ordinarily canied on such buildings,

1.117

equipment, facilities and properties by municipal or privately owned utilities engaged in

1118

the operation of sewer systems and

1.1.1.9

all times, provided that the county may, if deemed advisable by the council, institute or

1120

continue a self insurance program for any or all of the aforementioned risks.

1,121

E.

will

also carry adequate public

Construction. The county will

liability insurance at

cause the construction of any duly

TI22

authorized and ordered portions of the Comprehensive Plan to be performed and

1.1.23

completed within a reasonable time and at the lowest reasonable cost.

1,124

F.

Collection of Revenue. The county will operate and maintain the System

it at all times to receive and enforce payment to it

1125

and conduct its affairs so as to entitle

1.126

of sewage disposal charges payable (i) pursuant to the ordinance or ordinances
50
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1.r27

establishing a tariff of rates and charges for sewage disposal services and (ii) under any

tt28

Service Agreement that the county has now or may hereafter enter into and to entitle the

1,129

county to collect all revenues derived from the operation of the System. The county shall

1130

not release the obligations of any person, corporation or political subdivision under such

1.1.31.

tariff of rates and charges or the Service Agreements and shall at all times, to the extent

tt32

permitted by law, defend, enforce, preserve and protect the rights and privileges of the

1

133

1.134

county and of the registered owners of the Parity Bonds and Parity Lien Obligations
under or with respect thereto.

In accordance with RCW 35.53.200(3), the county shall require any county, city,

1135
1136

special district or other political subdivision to discharge to the System all sewage

1.1.37

collected by that entity from any portion of the Seattle metropolitan areathat can drain by

1138

gravity flow into facilities of the System that serve such areas if the council declares that

1L39

the health, safety or welfare of the people within the metropolitan area require such

r1.40

action.

1.1.41.

G.

Legal Authority. The county has full legal right, power and authority to

1.142

adopt this ordinance, to sell, issue and deliver Bonds as provided herein, and to carry out

11,43

and consummate all other tt'ansactions contemplated by this ordinance.

1.1.44

H.

Due Authorization. By all necessary official action prior to or

1.1.45

concurrently herewith, the county has duly authorized and approved the execution and

1.1.46

delivery of, and the performance by the county of its obligations contained in, the Bonds

1.1.47

and in this ordinance and the consummation by

1,1,48

effectuate this ordinance in connection with the issuance of Bonds, and such

51
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1,1,49

authorizations and approvals are in full force and effect and have not been amended,

1150

modified or supplemented in any material respect.

1.L5I
r1,52
L153

I.

Binding Obligation. This ordinance constitutes alegal,valid and binding

obligation of the county.

J.

No Conflict. The county's adoption of this ordinance and its compliance

1.1.54

with the provisions contained herein will not conflict with or constitute

1155

default under any constitutional provision, law, administrative regulation, judgment,

L156

decree, loan agreement, indenture, bond, note, resolution, ordinance, motion, agreement

rt57

or other instrument to which the county is a party or to which the county or any of its

1158

properly or assets are otherwise subject, nor will any such adoption or compliance result

1159

in the creation or imposition of any lien, charge or other security interest or encumbrance

1160

of any nature whatsoever upon any of the property or assets of the county or under the

1,1,61

terms of any such law, regulation or instrument, except as permitted by this ordinance

1,162

and the ordinances authorizing the issuance of other Parity Bonds and Parity Lien

1r.63

Obligations.

rt64

K.

a breach

of or

Performance Under Ordinance. None of the proceeds of the Bonds will

1L65

be used for any púrpose other than as provided in this ordinance, and the county shall not

11"66

suffer any amendment or supplement to this ordinance, or any departure from the due

1.1.67

performance of the obligations of the county hereunder, that might materially adversely

1168

affect the rights of the Registered Owners from time to time of the Bonds.

1169

L.

Sale or Disposition. The county will not sell or voluntarily dispose of all

1.170

of the operating properties of the System unless provision is made for payment into the

1.r71.

Parity Bond Fund and the Parity Lien Obligation Bond Fund of a sum sufficient to pay
52
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tr72

the principal of and interest on all outstanding Parity Bonds and Parity Lien Obligations

1,r73

in accordance with the terms thereof, nor will the county sell or voluntarily dispose of

1174

any part of the operating properties of the Syster-n unless provision is made (i) for

1.I75

payment into the Parity Bond Fund of an amount that will bear at least the same

1.r76

proportion to the amount of the outstanding Parity Bonds that the estimated amount of

tt77

any resulting reduction in Revenue of the System for the twelve months following such

tr78

sale or disposition bears to the Revenue of the System that would have been

1.179

such sale or disposition had not been made and

1180

Obligation Bond Fund of an amount that will bear at least the same proportion to the

1181

amount of the outstanding Parity Lien Obligations that the estimated amount of any

11.82

resulting reduction in Revenue of the System for the twelve months following such sale

1183

or disposition bears to the Revenue of the System that would have been realized

I1,84

sale or disposition had not been made. Those estimates must be made by a Professional

1185

Utility Consultant. Any money

realizedif

(ii) for payment into the Parity Lien

so paid into the Parity Bond Fund and the Parity

if

such

Lien

86

Obligation Bond Fund must be used to retire outstanding Parity Bonds and Parity Lien

1.1.87

Obligations as provided herein at the earliest possible date; provided, however, that the

1188

county may sell or otherwise dispose of any of the works, plant, properties and facilities

1189

of the System or any real or personal property comprising apart of the System with a

1190

value of less than 5Yo of the net utility plant of the System or that have become

1,191,

unserviceable, inadequate, obsolete or unfit to be used in the operation of the System, or

1,1,92

no longer necessary, material to or useful in such operation, without making any deposit

1.193

into the Parity Bond Fund or Parity Lien Obligation Bond Fund.

11
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20. Certain Other Covenants of the County Regarding the Bonds

ttg4
1195

Issued as Parity Lien Obligations. The county makes the following covenants and

1196

warranties to the Registered Owner of each of the Bonds issued as Parity Lien

11.97

Obligations:

A.

1198

The Bonds issued as Parity Lien Obligations, when issued, sold,

1199

authenticated and delivered,

1200

obligations of the county.

B.

t20t
1202

will

1.203

county.

will constitute the legal, valid and binding general

The county covenants that the Bonds issued as Parity Lien Obligations

be issued within all statutory and constitutional debt limitations applicable to the

t204

SECTION 21. Tax Covenants.

r205

A.

General. The county may elect to structure any series of Bonds

so that

1.206

interest on that series of Bonds would be taxable or excludable from gross income for

1207

federal income tax purposes pursuant to Sections 103 and 141 through 150 of the Code

t208

and the applicable regulations ("the Tax-Exempt Bonds") or to confer other benefits

1209

under the Code to the county or Owners of that series of Bonds ("Tax-Benefited Bonds").

121,0

The county covenants not to take any action, or knowingly omit to take any action within

1211.

its control, that if taken or omitted would cause the interest on Tax-Exempt Bonds to be

121.2

includable in gross income, as defined in Section 61 of the Code, for federal income tax

121.3

puposes. Additional tax covenants as necessary or desirable for any series of Bonds may

12L4

be set forth in the Sale Motion or Tax Certificate for that series of Bonds.

1.21.5

121,6

B.

Tax Certifïcate. Upon the issuance of any series of Tax-Exempt Bonds

or Tax-Benefited Bonds, the Finance Director is authorized to execute the Tax
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12t7

Ceftificate, which will certify to various facts and representations concerning that series

121.8

of Bonds, based on the facts and estimates known or reasonably expected on the date of

12t9

their issuance, and make certain covenants with respect to that series of Bonds as may be

\220

necessary or desirable to obtain or maintain the benefits conferred under the Code

r221,

relating to that series of Tax-Exempt Bonds or Tax-Benefited Bonds.

1.222

The county covenants that it

will comply with the Tax Certificate

unless

it

r223

receives advice from nationally recognized bond counsel or the Internal Revenue Service

1.224

that certain provisions have been amended or no longer apply to the Tax-Exempt Bonds

1225

or Tax-Benefited Bonds, as applicable.

1226

C.

Arbitrage Rebate. If the county does not quality for an exception to the

1227

requirements of Section 148(f) of the Code relating to the payment of arbitrage rebate to

1228

the United States with respect to.a series of Bonds, the county will take all necessary

1229

steps to comply

1.230

investment of the "gross proceeds" of that series of Bonds (within the meaning of the

1.231.

Code) be rebated.

with the requirement that certain amounts earned by the county on the

r232

SECTION 22. Trustee for Re gistered Owners of Parity Bonds.

1233

A.

Appointment of Trustee. Upon the occurrence of any "event of default"

1234

described in Section 23.^. of this ordinance, the registered owners of a majority in

1235

principal amount of the outstanding Parity Bonds may appoint a Trustee by an instrument

r236

or concuffent instruments in writing signed and acknowledged by such registered owners

1237

or by their attorneys-in-fact duly authorized and delivered to the Trustee, notification

1.238

thereof being given to the county. Any appointment of a Trustee under the provisions

1,239

this subsection A. must be a bank or trust company organized under the laws of the State
55
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1240

or the State of New York or a national banking association. The fees and expenses of a

1241.

Trustee must be borne by the owners of the Parity Bonds and not by the county. The

1.242

bank or trust company acting as a Trustee may be removed at any time and a successor

1243

Trustee may be appointed by the registered owners of a majority in principal amount

1244

the outstanding Parity Bonds, by an instrument or conculrent instruments in writing

1245

signed and acknowledged by such registered owners or by their attorneys-in-fact duly

1.246

authorized.

1.247

of

The Trustee appointed in the manner herein provided, and each successor thereto,

1248

is hereby declared to be a trustee for the registered owners of all the Parity Bonds and is

1.249

empowered to exercise all rights and powers herein conferred on the Trustee.

1250

B.

Certain Rights and Obligations of Trustee. The Trustee will not

be

1251.

responsible for recitals in any ordinance or in the Parity Bonds, or for the validity of any

1252

Parity Bonds, nor will the Trustee be responsible for insuring the System or for collecting

r253

any insurance money or for the title to any property of the System.

1.254

The Trustee will be protected in acting upon any notice, request, consent,

1255

certificate, order, affidavit, letter or other paper or document believed by it to be genuine

r256

and correct and to have been signed, sent or delivered by the person or persons by whom

1.257

such paper or document is purported to have been sigped, sent or delivered.

1258
1259
1260

The Trustee will not be answerable for any neglect or default of any pelson, firm
or corporation employed and selected by it with reasonable care.
The Trustee will permit the owner of any Parity Bonds to inspect any instrument,

1261.

opinion or certificate filed with the Trustee by the county or by any person, firm or

1.262

corporation acting for the county.
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The Trustee

1.263

will not be bound to recognize any person as an owner of any Parity

!264

Bond until his, her or its title thereto, if disputed, has been established to the Trustee's

1265

reasonable satisfaction.

The Trustee may consult with counsel, and the opinion of such counsel will be

1266

and complete authorization and protection in respect of any action taken or suffered

1267

full

1268

by it hereunder in good faith and in accordance with the opinion of such counsel.

t269
I270
1271.

1272

SECTION 23. Events of Default for Parity Bonds; Powers and Duties of
Trustee.

A.

"event of default" with respect to any Bonds issued as Parity Bonds under this ordinance:

1.

1273

1274

Events of Default. The occurrence of one or more of the following is an

default in the payment of principal of or interest on any Parity

Bonds when the same becomes due; or

2.

1.275

default in the observance or performance of any of the other

1276

covenants applicable to Parity Bonds herein contained, and the default continues for a

r277

period of six months after written notice to the county from the registered owner of a

1.278

Parity Bond specifying the default and requiring that it be remedied.

1.279

B.

Powers of Trustee. The Trustee in its own name and on behalf of and for

1280

the benefit and protection of the registered owners of all Parity Bonds may proceed, and

T28T

upon the written request of the registered owners of not less than 25o/o in principal

1282

amount of the Parity Bonds then outstanding must proceed, to protect and enforce any

1283

rights of the Trustee and, to the full extent that registered owners of Parity Bonds

r284

themselves might do, the rights of such registered owners of Parity Bonds under the laws

1285

of the State or under the ordinances providing for the issuance of the Parity Bonds, by
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1286

such suits, actions or proceedings in equity or at law, either for the specific performance

1287

of any covenant contained herein or in aid or execution of any power herein granted or

1288

for any proper legal or equitable remedy as the Trustee may deem most effectual to

1289

protect and enforce the rights of the Trustee and the registered owners of Parity Bonds.

1,290

In the enforcement of any such rights under this or any other ordinance of the county, the

1291.

Trustee is entitled to sue for, to enforce payment of and to receive any and all amounts

1292

due from the county for principal, interest or otherwise under any of the provisions

1293

such ordinance, with interest on overdue payments at the rate or rates set forth in such

!294

Parity Bond or Parity Bonds, together with any and all costs and expenses of collection

r295

and of all proceedings taken by the Trustee without prejudice to any other right or

1.296

remedy of the Trustee or of the owners of the Parity Bonds.

of

1297

If default is made in the payment of principal of any Parity Bond and the default

1298

continues for a period of 30 days, the Trustee may not accelerate payment of any Parity

r299

Bonds but may proceed to enforce payment thereof as hereinabove provided. If, in the

1300

sole judgment of the Trustee, any default is cured and the Trustee furnishes the county a

1301

certificate so stating, that default is conclusively deemed to be cured, and the county,

1302

Trustee and owners of Parity Bonds will be restored to the same rights and position they

L303

would have held if no event of default had occurred.

1.304

C.

Actions in Name of Trustee. All rights of action under this ordinance or

1305

upon any of the Parity Bonds enforceable by the Trustee may be enforced by the Trustee

1306

without the possession of any Parity Bonds or the production thereof in the trial or other

1307

proceedings relative thereto, and any such suit, action or proceeding instituted by the
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will
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be brought in its name for the ratable benefit of the registered owners of all

1308

Trustee

1309

Parity Bonds, subject to the provisions of this ordinance.

1310

D.

Procedure by Bond Owners. No owner of any one or more of the Parity

1.31.1.

Bonds has any right to institute any action, suit or proceedings at law or in equity for the

!312

enforcement of the same, unless an event of default occurs and unless no Trustee is

1313

appointed as herein provided, but any remedy herein authorized to be exercised by a

131.4

Trustee may be exercised individually by any registered owner of a Parity Bond, in his,

1315

her or its own name and on his, her or its own behalf or for the benefit of all registered

L3

L6

1.317

131"8

owners of Parity Bonds, if no Trustee is appointed, or with the consent of the Trustee

if

such Trustee has been appointed.

E.

Application of Money Collected by Trustee. Any money collected by

will

be applied, first, to the payment of its

L319

the Trustee at any time pursuant to this section

1320

charges, expenses, advances and compensation and the charges, expenses, counsel fees,

1.321.

disbursements and compensation of its agents and attorneys, and, second, toward

1.322

payment of the amount then due and unpaid upon the Parity Bonds, ratably and without

1.323

preference or priority of any kind not expressly provided in this ordinance, according to

1,324

the amounts due and payable upon the Parity Bonds at the date fixed by the Trustee for

1325

the distribution of such money, upon presentation of the several Parity Bonds and upon

1,326

causing such payment to be stamped theteon, if partly paid, and upon surrender thereof,

1327

fully paid.

1,328

if

SECTION 24. Future Parify Bonds. The county further covenants and agrees

1.329

with the Registered Owner of each of the Bonds issued as Parity Bonds for as long

1330

same are outstanding that

it will not create any special fund for the payment of the
59
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1331

principal of and interest on any revenue bonds that will rank on a parity with or have any

r332

priority over the payments out of Revenue of the System required to be made into the

1333

Parity Bond Fund and the accounts therein to pay or secure the payment of the

1.334

outstanding Parity Bonds. The county reserves the right

1335

constructing and installing any portion of the Comprehensive Plan; (ii) the purpose of

1336

acquiring, constructing and installing any necessaÍy rene\À/als or replacements of the

1337

System; or (iii) the purpose of refunding or purchasing and retiring at or prior to their

1338

maturity any outstanding obligations of the county payable from Revenue of the System,

1339

to issue additional or refunding Parity Bonds (including Variable Rate Parity Bonds) and

1.340

to make payments into the Parity Bond Fund out of the Revenue Fund that will be

1.341.

sufficient to pay the principal of and interest on those additional or refunding Parity

1.342

Bonds and to maintain required reserves, such payments out of the Revenue Fund to rank

1343

equally with the payments out of the Revenue Fund required to be made into the Parity

1.344

Bond Fund and the accounts therein'for the payment of the principal of and interest on

1345

outstanding Parity Bonds, but only upon compliance with the following conditions:

1.346
1.347

1.348

A.

for: (i) the purpose of acquiring,

At the time of the issuance of any Future Parity Bonds there is no

deficiency in the Parity Bond Fund or any account therein.

B.

Each ordinance providing for the issuance of any Future Parity Bonds that

in any fund or account of the county

1349

are refunding bonds must require that all money held

1350

created for the purpose of paying the principal of and interest on the bonds being

1351

refunded either be used to pay the principal of and interest on such bonds or be

1.352

transferred or paid into the Parity Bond Fund.
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C.

Each ordinance providing for the issuance of Future Parity Bonds must

1354

provide for the payment of the principal thereof and interest thereon out of the Parity

1355

Bond Fund. The Future Parity Bonds may bear such date of issue, interest payment

L356

dates, and principal payment dates, and may mature in such year or years as the council

x,357

provides. Each such ordinance will further provide that upon the issuance of any Future

L358

Parity Bonds, the county will pay into the Parity Bond Reserve Account an amount that

1359

will be sufficient to satisfy the Reserve Requirement then applicable or provide Qualified

1360

Insurance or a Qualified Letter of Credit to satisfy the Reserve Requirement.

1361

D.
file

At the time of the issuance of any Future Parity Bonds, the county must
certificate from a Professional Utility Consultant (the certificate may not be

1362

have on

1363

dated more than 90 days prior to the date of delivery of such Future Parity Bonds)

1.364

showing that in his or her professional opinion the "annual income available for debt

1365

service on Parity Bonds" for each year during the life of such Future Parity Bonds shall

1366

be at least equal

1367

Parity Debt Service for such year. Such "annual income available for debt service on

1368

Parity Bonds" will be determined as follows for each year following the proposed date of

1369

issue of such Future Parity Bonds:

1370

1.

a

fo 1.25 times the amount required in each such year to pay the Annual

The Revenue of the System will be determined for a period of any

T37T

12 consecutive months out of the 18 months immediately preceding the delivery of the

1372

Future Parity Bonds being issued.

r373

2.

1.37

4

Such revenue may be adjusted to give effect on a 12-month basis

to the rates in effect on the date ofsuch certificate.
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3.

r375

If there were any Customers added to the System during such 12-

1376

month period or thereafter and prior to the date of the Professional Utility Consultant's

1377

certificate, such revenue may be further adjusted on the basis that added Customers were

1,378

Customers of the System during the entire l2-month period.

4.

1379
1380

There will be deducted from such revenue the amount expended

for Operating and Maintenance Expenses during such period.

5.

1381

For each year following the proposed date of issuance of such

1382

Future Parity Bonds the Professional Utility Consultant may add to the annual revenue

1383

determined in subsection D.1. through 4. of this section an estimate of the income to be

1384

received in each such year from the investment of money in the Parity Bond Fund and

1385

any account therein, and the Construction Account, wliich will be determined by and in

1386

the sole discretion of a firm of nationally recognized financial consultants selected by the

1,387

county.

1388

6.

Beginning with the second year foilowing the proposed date of

Utility

1389

issue of such Future Parity Bonds and for each year thereafter, the Professional

1390

Consultant may add to the annual revenue determined in subsection D.1. through 5.

1,391,

this section his or her estimate of any additional annual revenue to be received from

L392

anticipated growth in the number of Customers within the area served by the System on

1393

the date of such certificate, after deducting therefrom any increased Operating and

1394

Maintenance Expenses estimated to be incurred as a result of such growth; provided, that

1395

the Professional Utility Consultant's estimate of the number of Customers served may not

1396

assume growth of more than 1 l4

1,397

or estimated to be served during the preceding year.

of lo/o over

of

and above the number of Customers served
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L398

1

.

If extensions of or additions to the

System are in the process

of

1399

construction at the time of such certifìcate, or if the proceeds of the Future Parity Bonds

1400

being issued are to be used to acquire or construct extensions of or additions to the

1,401,

System, there may be added to the annual net revenue as above determined any revenue

1,402

not included in subsection D.1. through 6. of this section that will be derived from such

1,403

additions and extensions after deducting therefrom the estimated additional Operating

1.404

and Maintenance Expenses to be incurred as a result of such additions and extensions;

1405

provided, that such estimated annual revenue will be based uponT5o/o of any estimated

1.406

Customer growth in the four years following the first full year in which such additional

1.407

revenue is to be collected and thereafter the estimated Customer growth may not exceed

1.408

ll4 of lo/o per year over

1409

E.

and above such reduced estimate.

Instead of the certificate described in subsection D. of this section, the

r4to

county may elect instead to have on file a certificate of the Finance Director

1.41.1.

demonstrating that during any 12 consecutive calendar months out of the immediately

1.412

preceding 18 calendar months Net Revenue was at least equal to 1.25 times the amount

1_41.3

required to pay, in each year that such Future Parity Bonds would be outstanding, the

1.41.4

Annual Parity Debt Service for such year.

'1.41.5

F.

For the purpose of refunding at or prior to their maturity any outstanding

1,41,6

Parity Bonds or any bonds or other obligations of the county payable from Revenue of

1417

the System, the county may at any time issue Future Parity Bonds without complying

1418

with the provisions of subsection D. or E. of this section; provided, that the county may

1419

not issue Future Parity Bonds for such purpose under this subsection F. unless the

1.420

Finance Director certifies that upon the issuance of such Future Parity Bonds: (i) total
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1.421

debt service required for all Parity Bonds (including the refunding bonds and not

1,422

including the bonds to be refunded thereby) will decrease; and (ii) the Annual Parity Debt

1.423

Service for each year that any Parity Bonds (including the refunding bonds and not

I424

including the bonds to be refunded thereby) are then outstanding will not be increased by

1425

more than $5,000 by reason of the issuance of such Future Parity Bonds.

1.426

The principal amount of Future Parity Bonds issued pursuant to this subsection F.

1,427

may include amounts necessary to pay the principal of the Parity Bonds or other

1428

obligations to be refunded, interest thereon to the date of payment or redemption thereof,

1.429

any premium payable thereon upon such payment or redemption and the costs of issuance

L430

of such Future Parity Bonds, and if

1,43r

to the obligations to be refunded, may include amounts necessary to make the payment of

1,432

all amounts, if any, due and payable by the county under such Payment Agreement. The

1.433

proceeds of such Future Parity Bonds

1434

provided for in the ordinance authorizing the irruun"" of the Parity Bonds or other

1435

obligations to be refunded, so that upon the delivery of such Future Parity Bonds, the

1,436

Parity Bonds or other obligations to be reminded thereby will be deemed no longer

1.437

outstanding in accordance with the ordinance authorizing their issuance.

t438

G.

a Payment Agreement has been

will

provided with respect

be held and applied in such manner as is

For so long as the county's Junior Lien Variable Rate Demand Sewer

1.439

Revenue Bond, Series 2012, remains outstanding, at the time of issuing any Future Parity

1.440

Bonds, the Finance Director shall provide to the registered owner of that bond a debt

1441

service coverage certificate as required by Ordinance 17495, Section 5.4.(a), of the

1442

county authorizing the issuance of that bond.
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H.

16

Nothing contained in this ordinance prevents the county from issuing

1.444

revenue bonds that are a charge on Revenue of the System and money in the Revenue

1445

Fund junior or inferior to the payments required to be made therefrom into the Parity

1.446

Bond Fund and any account therein, nor shall anything herein contained prevent the

1.447

county from issuing Future Parity Bonds to refund maturing Parity Bonds for the

1448

payment of which money is not otherwise available.

1449

SECTION 25. Additional Parity Lien Obligations. The county expressly

L450

reserves the right to issue additional Parity Bonds in accordance with the ordinances,

1,451

including this ordinance, authorizing the Parity Bonds. Subject to this reservation of

1,452

rights with respect to Parity Bonds, the county hereby covenants and agrees with the

14s3

Registered Owner of each of the Bonds issued as Parity Lien Obligations, so long as such

1.454

Bonds are outstanding, that it will not issue or incur any other additional indebtedness

1455

secured in whole or in part by a lien on Revenue of the System superior to the lien

1456

such Bonds issued as Parity Lien Obligations.

1457

A.

of

Parity Lien Obligations Other Than Refunding Bonds. The county

1458

expressly teserves the right to issue or enter into additional Parity Lien Obligations

1.459

(including Variable Rate Parity Lien Obligations as defined herein) for any lawful

1460

purpose of the county related to the System

1461.

Parity Lien Obligations

1.

1,462

if

at the time of issuing or entering into such

:

There is no deficiency in the Parity Bond Fund, the Parity Lien

1.463

Obligation Bond Fund or any other bond fund or account securing Parity Lien

1.464

Obligations.
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2.

The county has on file a certificate from a Professional Utility

1466

Consultant (the certificate may not be dated more than 90 days prior to the date of

1467

delivery of such Parity Lien Obligations) showing that in his or her professional opinion,

r468

the "annual income available for debt service on Parity Bonds and Parity Lien

1.469

Obligations" for each year during the life of such Parity Lien Obligations is at least equal

1.470

to L25 times the amount required to pay Annual Debt Service in each.such year.

r471.

"annual income available for debt service on Parity Bonds and Parity Lien Obligations"

1.472

shall be determined as follows for each year following the proposed date of issue of such

1,473

Parity Lien Obligations:

1.474

a.

Such

The Revenue of the System will be determined for a period

r475

of any 12 consecutive months out of the 18 months immediately preceding the delivery of

1.476

the Parity Lien Obligations being issued.

1.477

1,478
1,479

b.

Such revenue may be adjusted to give effect on a 12-month

basis to the rates in effect on the date ofsuch certificate.

c.

If there were any Customers added to the System during

L480

such 12-month period or thereafter and prior to the date of the Professional Utility

1,481

Consultant's ceftificate, such revenue may be further adjusted on the basis that added

1,482

Customers were Customers of the System during the entire l2-month period.

1483
3.484

1485

d.

There will be deducted from such Íevenue the amount

expended for Operating and Maintenance Expenses during such period.

e.

For each year following the proposed date of issuance of

Utility Consultant may

add to the annual

1,486

such Parity Lien Obligations the Professional

r487

revenue determined in clauses a through d of this paragraph 2 an estimate of the income
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1488

to be received in each such year from the investment of money in the Parity Bond Fund,

1.489

the Parity Lien Obligation Bond Fund and the Construction Account, which will be

1490

determined by and in the sole discretion of a firm of nationally recognized financial

r491.

consultants selected by the county.

r492

f.

Beginning with the second year following the proposed

t493

date of issue of such Parity Lien Obligations and for each year thereafter the Professional

1,494

Utility Consultant may add to the annual revenue determined in clauses a through

1,495

this paragraph 2 his or her estimate of any additional annual revenue to be received from

1.496

anticipated growth in the number of Customers within the area served by the System on

1,497

the date of such certificate, after deducting therefrom any increased Operating and

1498

Maintenance Expenses estimated to be incurred as a result of such growth; provided, that

r499

the Professional Utility Consultant's estimate of the number of customers served may

1500

shall not assume a growth of more than

1501

customers served or estimated to be served during the preceding year.

1,s02

g.

ll4 of

|o/o over and above the number

If extensions of or additions to the System
if

e

of

of

are in the

the proceeds of the Parity Lien

1503

process of construction at the time of such ceftificate, or

1"504

Obligations being issued are to be used to acquire or construct extensions of or additions

1505

to the System, there may be added to the annual net revenue as above determined any

1506

revenue not included in clauses a through

1.507

such additions and extensions after deducting therefrom the estimated additional

1508

Operating and Maintenance Expenses to be incurred as a result of such additions and

1509

extensions; provided, that such estimated annual revenue must be based uponT5o/o of any

1510

estimated Customer growth in the four years following the first full year in which such

f of this paragraph 2 that will be derived from
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1"5L1 additional revenue is to be collected
1512

not exceed Il4 of

1513

3.

1o/o

and thereafter the estimated Customer growth may

per year ovet and above such reduced estimate.

Instead of the certificate described in subsection A.2. of this

1.51.4

section, the county may elect to have on file a certificate of the Finance Director

1515

demonstrating that during any l2consecutive calendar months out of the immediately

1516

preceding 18 calendar months Net Revenue was at least equal to 1.25 times the amount

1.517

required to pay, in each year that such Parity Lien Obligations would be outstanding, the

1518

Annual Debt Service for such year.

L519

B.

Parity Lien Obligations That Are Refunding Bonds.

1.

r520

The county may at any time, for the purpose of refunding at or

1,521,

prior to their maturity any outstanding Parity Lien Obligations, Parity Bonds, or any

1,522

bonds or other obligations of the county payable from Revenue of the System, issue

1,523

additional Parity Lien Obligations without complying with the provisions of subsection

r524

A.2. and3. of this section if there is filed with the clerk of the council a certificate of the

7s25

Finance Director stating that upon the issuance of such additional Parity Lien

1,526

Obligations: (i) total debt service on all Parity Bonds and Parity Lien Obligations

1,527

(including the refunding bonds but not including the bonds to be refunded thereby) will

1,528

decrease; and

1529

Parity Lien Obligations (including the refunding bonds but not including the bonds to be

1"530

refunded thereby) are then outstanding will not be increased by more than $5,000 by

1531_

reason of the issuance of such additional Parity Lien Obligations.

1,532

1s33

(ii) the Annual Debt Service for each year that

2.

any Parity Bonds and any

The principal amount of such Parity Lien Obligations may include

amounts necessary to pay the principal of the bonds or other obligations to be refunded,
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1534

interest thereon to the date of payment or redemption thereof and any premium payable

1535

thereon upon such payment or redemption and the costs of issuance of such Parity Lien

1536

Obligations and, if a Payment Agreement has been provided with respect to the

1537

obligations to be refunded, may include amounts necessary to make the payment of all

1538

amounts,

1539

proceeds of such Parity Lien Obligations

1540

ordinance authorizing the issuance of such Parity Lien Obligations, so that upon the

1.54I

delivery of such Parity Lien Obligations, the bonds or other obligations to be refunded

1.542

thereby will be deemed no longer outstanding in accordance with the ordinance

1543

authorizing their issuance.

if any, due and payable by the county under

3.

1544

will

such Payment Agreement. The

be held and applied as is provided in the

At the election of the county, the provisions of this subsection B.

1545

need not apply to the refunding at one time of all the Parity Lien Obligations then

1,546

outstanding.

4.

1.547

Nothing contained in this ordinance prohibits or prevents, or will

1548

be deemed or construed to prohibit or prevent, the county from issuing Parity Lien

1.549

Obligations to refund maturing Parity Lien Obligations of the county for the payment of

1550

which money is not otherwise available.

1551

C.

Additional Debt Service Coverage CertifÏcate. For

so long as the

1,552

county's Junior Lien Variable Rate Demand Sewer Revenue Bond, Series 2\I2,remains

1553

outstanding, at the time of issuing any additional Parity Lien Obligations, the Finance

1554

Director shall provide to the registered owner of that bond a debt service coverage

1555

certificate as required by Ordinance 17495, Section 5.4.(a), of the county authorizing the

1556

issuance

ofthat bond.
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Subordinate Obligations. Nothing in this ordinance prohibits, or will be

1558

deemed or construed to prohibit, the county from authorizing and issuing bonds, notes or

1559

other evidences ofindebtedness for any purpose ofthe county related to the System

1560

payable in whole or in part from Revenue of the System and secured by a lien on

1561

Revenue of the System that is junior, subordinate and inferior to the lien of any Bonds

1562

issued as Parity Lien Obligations.

SECTION 26. Reimbursement Obligations. If the county elects to secure any

1563

1564

Bonds with a Credit Facility, the county may contract with the entity providing the Credit

1565

Facility that the reimbursement obligation, if any, to that entity will be a Parity Bond or

1566

Parity Lien Obligation, as applicable.

1.567

SECTION 27. P ayment Agreements.

1568

A.

General. To the extent and for the purposes permitted from time to time

1569

by chapter 39.96 RCW, as it may be amended, and other applicable provisions of State

1,570

law, the county may enter into Payment Agreements, subject to the conditions set forth in

I57I

this section and in other provisions of this ordinance.

B.

Is72

Manner and Schedule of Payments. Each Payment Agreement must

1.573

forth the manner in which the Payment Agreement Payments and the Payment

1574

Agreement Receipts will be calculated and a schedule of payment dates.

1.575

C.

Authorizing Ordinance. Prior to entering into

set

a Payment Agreement, the

1.576

council must pass an ordinance authorizing such agreement and setting forth such

IS77

provisions as the county deems necessary or desirable and are not iuconsistent with the

1.578

provisions of this ordinance.
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I579

D.

Calculation of Payment Agreement Payments and Debt Service on

L580

Bonds with Respect to which a Payment Agreement is in Force. It is the intent of the

L581

county, for purposes of Section 18,24 or 25 of this ordinance, that debt service on Parity

1582

Bonds with respect to which a Parity Payment Agreement is in force will be calculated to

L583

reflect the net economic effect on the county intended to be produced by the terms of

1584

such Parity Bonds and Parity Payment Agreement and that debt service on Parity Lien

1585

Obligation Bonds with resþect to which a Parity Lien Obligation Payment Agreement is

1586

in force will be calculated to reflect the net economic effect on the county intended to be

1,587

produced by the terms of such Parity Lien Obligation Bonds and Parity Lien Obligation

1_588

Payment Agreement. In calculating such amounts, the county will be guided by the

1589

following requirements.

1.

1590

The amount of interest deemed to be payable on any Bonds with

will

be an amount equal to the amount

L591

respect to which a Payment Agreement is in force

1.592

of interest that would be payable at the rate or rates stated in those Bonds plus Payment

1593

Agreement Payments minus Payment Agreement Receipts.

2.

1594

For any period during which Payment Agreement Payments are

1595

not taken into account in calculating interest on any outstanding Bonds because the

1"596

Payment Agreement is not then related to any outstanding Bonds, Payment Agreement

1.597

Payments on that Parity Payment Agreement will be calculated based upon the following

1598

assumptions:

1599

a.

County Obligated to Make Payments Based on Fixed

1600

Rate. If the county is obligated to make Payment Agreement Payments based on a fixed

1601

rate and the Qualified Counterparty is obligated to make payments based on a variable

7t
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will

be based on the assumed fixed payor rate, and

1,602

rate index, payments by the county

1603

payments by the Qualified Counterparty

1.604

determined by the variable rate index specified by the Payment Agreement during the

1"605

fiscal quarter preceding the quarter in which the calculation is made; and

b.

1606

will

be based on a rate equal to the average rate

County Obligated to Make Payments Based on Variable

1.607

Rate Index. If the county is obligated to make Payment Agreement Payments based on a

1608

variable rate index and the Qualified Counterparty is obligated to make payments based

1609

on a fixed rate, payments by the county will be based on a rate equal to the average rate

1610

determined by the variable rate index specified by the Payment Agreement during the

1,611

fiscal quarler preceding the quarter in which the calculation is made, and the Qualified

1,612

Counterparty will make payments based on the fixed rate specified by the Payment

1.61.3

Agreement.

161.4

E.

Prior Notice to Rating Agencies. The county will give notice to Moody's

1615

and S&P 30 days prior to the date it intends to enter into a Parity Payment Agreement

1,61,6

and

1617

enter into a Parity Lien Obligation Payment Agreement.

will give notice to Fitch, Moody's

1618

SECTION 28. Sale of Bonds.

1.61.9

A.

and S&P 30 days prior to the date

it intends to

Determination by Finance Director. The Finance Director shall

t620

determine, in consultation with the county's financial advisors, the principal amount of

r621

each series of the Bonds, the Refunding Candidates to be refunded, whether each series

1,622

of Bonds will be structured as Tax-Exempt Bonds, Tax-Benefited Bonds or otherwise,

1.623

whether the Bonds will be sold separateiy or combined with one or more other series of

1.624

the county's bonds and whether each series of Bonds will be sold by negotiated sale or
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1625

competitive bid and by current or future delivery. The authority to sell any Refunding

1,626

Bonds as defined in and pursuant to Ordinance 17599 of the county, as amended by

1.627

Ordinance 17958 of the county, will terminate on the effective date of this ordinance.

1,628

B.

Satisfaction of Additional Bonds Tests. The Finance Director will

1,629

provide or cause to be provided by a Professional Utility Consultant any certifications

1630

required to comply with the tests established in prior ordinances of the county for the

1631

issuance of additional Parity Bonds and additional Parity Lien Obligations, as applicable.

L632

In each Sale Motion for a series of Bonds, the council shall make findings regarding the

1633

satisfaction of the additional bonds tests applicable to that series of Bonds.

1.634

For so long as the county's Junior Lien Variable Rate Demand Sewer Revenue

1635

Bond, Series 2012, remains outstanding, at the time of issuing.any Bonds hereunder, the

1636

Finance Director shall provide to the registered owner of that bond a debt service

1637

coverage certificate as required by Ordinance I7495, Section 5.4.(a), of the county

1638

authorizing the issuance of that bond.

1639

C.

Procedure for Negotiated Sale. If the Finance Director determines that

1.640

any series of the Bonds will be sold by negotiated sale, the Finance Director shall, in

1.641.

accordance with applicable county procurement procedures, solicit one or more

1.642

underwriting firms with which to negotiate the sale of the Bonds. The purchase contract

1,643

for each series of the Bonds shall establish the year and series designation, date, principal

1,644

amount, interest payment dates, interest rates, maturity schedule, refunding plan and

1,645

redemption and bond insurance provisions of the Bonds. The bond purchase contract

1.646

shall not be executed and delivered unless and until the council by a Sale Motion
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1,647

approves the bond purchase contract and ratifies and conf,rrms the terms for the series

t648

Bonds established therein.

1649

D.

Procedure for Sale by Competitive

of

Bid. If the Finance Director

L650

determines that any series of the Bonds will be sold by competitive bid, bids for the

1651"

purchase of such Bonds

1.652

Finance Director directs. The Finance Director is authorized to prepare an official notice

L653

of bond sale for such Bonds, establishing in such notice the year and series designation,

1,654

date, principal amount, interest payment dates, maturity schedule and optional

1655

redemption and bond insurance provisions of the Bonds. The official notice of bond sale

1656

or an abridged form thereof may be published in such newspapers or financial journals as

1657

the county's financial advisors deem desirable or appropriate.

1658

will

be received at such time or place and by such means as the

Upon the date and time established for the receipt of bids for a series of the

1659

Bonds, the Finance Director or his designee will review the bids, cause the bids to be

1660

mathematically verified and repoft to the council regarding the bids received. Such bids

1661

will then be considered and acted upon by the council in an open public meeting. The

1,662

council reserves the right to reject any and all bids for such Bonds. The council by a Sale

1663

Motion will approve the sale of such Bonds and ratify and confirm the year and series

1.664

designation, date, principal amount, interest payment dates, interest rates, maturity

1665

schedule, refunding plan, redemption and bond insurance provisions and any other terms

1666

ofsuch Bonds.

1667

SECTION 29. Delivery of Bonds. Following the sale of each series of the

1668

Bonds, the county will cause definitive Bonds to be prepared, executed and delivered in

1669

accordance with the provisions of this ordinance and in a form acceptable to DTC as
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1,670

initial depository for the Bonds, with the approving legal opinion of municipal bond

1.671.

counsel regarding the Bonds.

1,672

SECTION 30. Preliminary Official Statement; Official Statement. The county

1,673

authorizes and directs the Finance Director: (i) to review and approve the information

1,674

contained in one or more preliminary official statements (each, a "Preliminary Official

1675

Statement") prepared in connection with the sale of each series of the Bonds; and (ii) for

1"676

the sole purpose of the Bond purchasers' compliance with paragraph

1677

72,to deem final that Preliminary Official Statement as of its date, except for the

1,678

omission of information permitted to be omitted by Rule I5c2-12. After each

1679

Preliminary Official Statement has been reviewed and approved in accordance with the

1,680

provisions of this section, the county hereby authorizes distribution of such Preliminary

1681

Offrcial Statement to prospective purchasers of such series of Bonds.

1,682

(bxl) of Rule I5c2-

Following the sale of each series of the Bonds in accordance with Section 28 of

L683

this ordinance, the Finance Director is hereby authorized to review and approve on behalf

1.684

of the county each final official statement with respect to such series of Bonds. The

1685

county shall cooperate with the purchaser of each series of Bonds to deliver or cause to

1686

be delivered,

1.687

other period as may be required by applicable law) and in sufficient time to accompany

1688

any confirmation that requests payment from any customer of the purchaser, copies of the

1689

final official statement pertaining to such Bonds in sufficient quantity to compl¡'with

1690

paragraph (bX4) of Rule I5c2-12 and the rules of the MSRB.

within seven business days after the date of the Sale Motion (or within such
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1691

SECTION 31. Undertaking to Provide Ongoing Disclosure. If and to the

1692

extent required by paragraph (bX5) of Rulel5c2-12, eachsale Motion

L693

Undertaking for each series of the Bonds.

1694

will authorize

an

SECTION 32. General Authorization. The appropriate county offi cials, agents

1"695

and representatives are hereby authorized and directed to do everything necessary for the

1696

prompt sale, issuance, execution and delivery of the Bonds, and for the proper use and

1697

application of the proceeds of the sale thereof.

1698

SECTION 33. Investment of Funds and Accounts. Money in the Parity Bond

1699

Fund, Parity Bond Reserve Account, Parity Lien Obligation Bond Fund, Revenue Fund

1-IOO

and Construction Account may be invested in any investments permitted fol'funds of the

1701,

county. Obligations purchased as an investment of money in the Revenue Fund, Parity

1702

Bond Fund, Parity Lien Obligation Bond Fund, and Construction Account and accounts

1703

or subaccounts therein will be deemed at all times to be a part of such respective fund,

1704

account or subaccount, and the income or interest earned, profits realized or losses

1705

suffered by a fund, account or subaccount due to the investment thereof will be retained

1706

in, credited or charged, as the case may be, to such fund or account.

1707

In computing the amount in any fund or account under the provisions of this

will

be valued at the

1708

ordinance, obligations purchased as an investment of money therein

1709

cost or market price thereof, whichever is lower, inclusive of accrued interest.

171.0

SECTION 34. Refunding or Defeasance of Bonds. The county may issue

171"1"

refunding obligations pursuant to State law or use money available from any other lawful

1712

source to carry out a refunding or defeasance plan, which may include: (i) paying when

171.3

due the principal of and interest on any or all of the Bonds ("the defeased Bonds");
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redeeming the defeased Bonds prior to their maturity; and (iii) paying the costs of the

1715

refunding or defeasance. Ifthe county sets aside in a special trust fund or escrow account

171,6

irrevocably pledged to that redemption or defeasance ("the trust account"), money and/or

1717

Government Obligations maturing at atime or times and bearing interest in amounts

1718

sufficient to redeem, refund or defease the defeased Bonds in accordance with their

1719

terms, then all right and interest of the Owners of the defeased Bonds in the covenants of

1720

this ordinance and in the funds and accounts obligated to the payment of the defeased

1721.

Bonds shall cease and become void. Thereafter, the Registered Owners of defeased

1722

Bonds shall have the right to receive payment of the principal of and premium,

1723

and interest on the defeased Bonds solely from the trust account and the defeased Bonds

1724

shall be deemed no longer outstanding. In that event, the county may apply money

1725

remaining in any fund or account (other than the trust account) established for the

1726

payment or redemption of the defeased Bonds to any lawful purpose.

1727

if

any,

Unless otherwise specified by the county in a refunding or defeasance plan, notice

1728

of refunding or defeasance shall be given, and selection of Bonds for any partíal

1729

refunding or defeasance shall be conducted, in the manner prescribed in this ordinance

1730

for the redemption of Bonds.

1731

SECTION 35 Supplemental Ordinances.

1732

A.

Without Bondowner Consent. The council from time to time and at any

1733

time may adopt an ordinance or ordinances supplemental to this ordinance which

1734

supplemental ordinance or ordinances thereafter will becorne a part of this ordinance,

1735

without the consent of owners of any of the Bonds, for any one or more of the following

1736

purposes:
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1.

1737

To add to the covenants and agreements of the county in this

1738

ordinance such other covenants and agreements thereafter to be observed that will not

1739

adversely affect the interests of the registered owners of any Parity Bonds or Parity Lien

1740

Obligations, as applicable, or to surrender any right or power herein reserved to or

174t

conferred upon the county.

2.

1742

To make such provisions for the purpose of curing any ambiguities

1743

or of curing, correcting or supplementing any defective provision contained in this

1744

ordinance or any ordinance authorizing Parity Bonds or Parity Lien Obligations in regard

1745

to matters or questions arising under such ordinances as the council may deem necessary

1746

or desirable and not inconsistent with such ordinances and that will not adversely affect

1747

the interest of the registered owners of Parity Bonds or Parity Lien Obligations, as

1748

applicable.

1749

B.

1750

\ilith Bondowner

1.

Consent.

From and after such time as no Parity Bonds designated as 2006

1751,

Bonds, 2006 (2nd) Bonds, 2007 Bonds, 2008 Bonds, or 2009 Bonds remain outstanding,

1752

with the consent of the registered owners of not less than 5l% in aggregate principal

1753

amount of all Parity Bonds at the time outstanding, the council may adopt an ordinance or

1754

ordinances supplemental hereto for the purpose of adding any provisions to or changing

1755

in any manner or eliminating any of the provisions of this ordinance or of any

1756

supplemental ordinance applicable to Parity Bonds, except as described in subsection

1757

8.3. of this section.

1758
1759

2.
as Series 2008 Bonds

From and after such time as no Parity Lien Obligations designated

or Series 2009 Bonds lemain outstanding, with the consent of the
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1760

registered owners of not less than 51o/o in aggregate principal amount of all Parity Lien

1761

Obligations at the time outstanding, the council may adopt an ordinance or ordinances

1762

supplemental hereto for the purpose of adding any provisions to or changing in any

1763

manner or eliminating any of the provisions of this ordinance or of any supplemental

1764

ordinance applicable to Parity Lien Obligations, except as described in subsection 8.3. of

1765

this section.

3.

1766
1767

No supplemental ordinance enteted into pursuant to this subsection

B. may:

a.

1768

Extend the fixed maturity of any Parity Bonds or Parity

1769

Lien Obligations, or reduce the rate of interest thereon, or extend the time of payments of

I770

interest from their due date, or reduce the amount of the principal thereof, or reduce any

r771.

premium payable on the redemption thereof, without the consent of the registered owner

1772

ofeach bond so affected; or

b.

1773

Reduce the aforesaid percentage of registered owners

1774

Parity Bonds or Parity Lien Obligations required to approve any such supplemental

1775

ordinance, without the consent of the registered owners of all of such bonds.

4.

1776

of

It is not necessary for the consent of registered owners of bonds

1777

under this subsection B. to approve the particular form of any proposed supplemental

1778

ordinance, but it is sufficient ifsuch consent approves the substance thereof.

r779

SECTION 36. Ordinance a Contract; Severability. The covenants contained in

1780

this ordinance constitute a contract between the county and (i) the Registered Owners of

1781.

éach Bond,

1782

respect to any Bonds and

(ii) the Qualified Counterparty to any Payment Agreement entered into with

(iii) the provider of any Credit Facility, Qualifìed insurance or
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1783

Qualified Letter of Credit with respect to any Bonds. If any court of competent

t784

jurisdiction determines that any covenant or agreement provided in this ordinance to be

1785 performed on the part of the county is contrary

to law, then such covenant or agreement

1786

shall be null and void and shall be deemed separable from the remaining covenants and

1787

agreements of this ordinance and shall in no way affect the validity of the other

\788

provisions of this ordinance or of the Bonds

1789

t79o
179t

SECTION 37. Effective Date. This ordinance shall be effective 10 days after its
enactment, in accordance with Article II of the county charter

SECTION 38. The county's authority to issue refunding bonds under this

80
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1792

ordinance expires December 3I,2017.

1793

apply to bonds issued before that date.

All provisions of this ordinance shall continue to

1794

Ordinance 181 16 was introduced on 4l2l12015 and passed as amended by the
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ATTACHMENT A
PARITY BONDS

Original
Principal

Outstanding
Principal
(as of 2/1812015)

Ordinance

Date of Issue

2006 Bonds

15385

slr612006

$124,070,000

2006 (2nd) Bonds

1538s

rU3012006

193,435,000

I27,035,000

2007 Bonds

1

5758

612612007

250,000,000

3,585,000

2008 Bonds

16T33

811412008

350,000,000

5,550,000

2009 Bonds

16T33

811212009

250 ) 000 ) 000

215,480,000

2010 Bonds

1

6868

7129120r0

334,365,000

315,985,000

20i1 Bonds

1

6868

Il25l20rr

175,000,000

168,495,000

tTttr
ITIII

r0lsl20rr

494,210,000

408,615,000

rllU20rr

32,445,000

32,445,000

4lr8l20t2

104,445,000

I04,445,000

20128 Bonds

17rtl
17rtt

81212012

64,260,000

64,260,000

2012C Bonds

TTIIT

911912012

65,415,000

65,415,000

2013A Bonds

171T1

41912013

r22,895,000

117,560,000

20138 Bonds

11599

t012912013

74,930,000

68,135,000

2014A Bond

r7s99

718120t4

75,000,000

75,000,000

20148 Bonds

17s99

8lr2l20r4

192,460,000

190,790,000

2015A Bonds

ns99

2118l1s

474,025,000

474,025,000

Series

201 18 Bonds

20IIC Bonds
2012 Bonds

5t434466.1
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24,070,000
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ATTACHMENT B
PARITY LIEN OBLIGATIONS

Original
Principal

Outstanding
Principal
(as of 2/1812015)

Ordinance

Date of Issue

2008 Bonds

t5179

21t212008

$236,950,000

$216,540,000

2009 Bonds

16133

41812009

300,000,000

35,135,000

2012 Bonds

tTttt

4118120t2

68,395,000

67,755,000

20128 Bonds

rTItr

81212012

41,725,000

4r,725,000

2012C Bonds

lTttl

9l19/20t2

53,405,000

53,405,000

2015A. Bonds

17599

2l18l20rs

247,825,000

247,825,000

Series

51430251.r
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ATTACHMENT C
FORM OF PARITY BOND
No. R-

$

Unless this certificate is presented by an authorized representative of The Depository Trust
Company, a New York corporation ("DTC"), to the County or its agent for registration of transfer,
exchange, or payment, and any cefiificate issued is registered in the name of Cede & Co. or in such
other name as is requested by an authorized representative of DTC (and any payment is made to
Cede & Co. or to such other entity as is requested by an authorized representative of DTC), ANY
TRANSFER, PLEDGE, OR OTHER USE HEREOF FOR VALUE OR OTHERWISE BY
OR TO ANY PERSON IS WRONGFUL inasmuch as the registered owner hereof, Cede & Co.,
has an interest herein.

UNITED STATES OF AMERICA
STÄTB OF WASHINGTON

KING COUNTY
SEWER UMPROVEMBNT ANDI REFUNDING REVENUE BOND, [YEAR], SERIES

Maturity Date:

Interest Rate:

CUSIP No.:

o/
/o

Registered Owner:

Principal Amount:

CBDB & CO.

AND NO/IOO DOLLARS

KING COUNTY, WASHINGTON (the "County"), hereby acknowledges itself to owe and for
value received promises to pay to the Registered Owner identified above, or registered assigns, on the
Maturity Date specified above, the Principal Amount specified above and to pay interest thereon (computed
on the basis of a 360-day year of twelve 3O-day rnonths) from the date of this bond, or the most recent date
to which interest has been paid or duly provided for, until payment of this bond, at the Interest Rate
and
and semiannually thereafter on each succeeding
specified, payable on
Both principal of and interest on this bond are payable in lawful money of the United States of
&Co.,asthenomineeofTheDepository
America.ForsolongasthisbondisregisteredinthenameofCede
Trust Cornpany ("DTC"), principal of and premium, if any, and interest on this bond are payable in the
lnal'ìt1er set forth in tlie Blanket Issuer Letter of Representations by and between the County and DTC. When
this bond is not registered in the name of the Securities Depository, interest on this bond is payable by
electronic transfer on the interest payment date, or by clieck or draft of the fiscal agent of the State of
Washington (as the same may be designated by the State of Washington from time to time, the "Bond
Registrar") mailed on the interest payrnent date to the Registered Owner at the address appearing on the
Bond Register on the Record Date. However, the County is not required to make electronic transfers except
pursuant to a request by a Registered Owner in writing received on or prior to the Record Date and at the
sole expense of the Registered Owner. Wlien tliis bond is not registered in the name of the Securities
I
51430242.1
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Depository, principal of and premium, if any, on tliis bond are payable upon presentation and surrender
the Bond by the Registered Owner to tlie Bond Registrar.

of

This bond is one of an authorized issue of bonds of like series, date and tenor, except as to uumber,
arnount, rate of interest, options of redemption and date of maturity, in the aggregate principal amount of
(the "Bonds"), and is issued to provide funds necessary to pay costs ofacquiring, constructing
$_
and equipping improvements, additions or betterments to the County's sewer system (the "System").

The Bonds are issued under and in accordance with the provisions of the Constitution and
applicable statutes of the State, the County Charter and applicable ordinances duly adopted by the County,
including Ordinance and Motion
of the County Council (together, the "Bond Legislation").
Capitalized terms used in this bond and not defined lierein have the meanings given such terms in the Bond
Legislation.
The Bonds are subject to redernption as provided in the Bond Legislation.

The Bonds are special limited obligations of the County, payable solely frorn the special fund of
tlie County known as the Water Quality Revenue Bond Account (the "Parity Bond Fund"), and are not
obligations of the State or any political subdivision thereof other than the County, and neither the full faith
and credit nor the taxing power of the County or the State or any political subdivision thereof is pledged to
the payment of tliis bond or the Bonds.
The County hereby covenants and agrees with the Registered Owner of this bond that it will keep and
perforrn all the covenants of this bond and of the Bond Legislation to be by it kept and performed. The County
has obligated and bound itself to set aside and pay into the Parity Bond Fund out of Revenue of the System the
various amounts required by the Bond Legislation to be paid into and rnaintained in the Parity Bond Fund, all
within tlie times provided by the Bond.Legislation.
The amourfs so pledged to be paid out of Revenue of the System are hereby declared to be a prior lien

all other liens and charges of any khd or nature except Operating and
Maintenance Expenses. The amounts so pledged out of Revenue of the System are fufther declared to be of
equal lien to charges that have been or may be made thereon to pay the principal of and interest on outstanding
Parity Bonds and any Future Parity Bonds.
and charge thereon superior to

The County has pledged that it will cause the System to be maintained in good condition and repair
and to be operated in an efficient manner and at a reasonable cost. The County has fufther pledged that it
will at all times establish, maintain and collect adequate rates and charges for sewage disposal service as
provided in the Bond Legislation. Reference to the Bond Legislation is made for a description of the nature
and extent of the security for the Bonds, tlie funds or revenues pledged, and the terms and conditions upon
which the Bonds are issued.

The pledge of revenues and other obligations of the County under the Bond Legislation rnay be
discharged priorto maturity of the Bonds by rnaking provision forthe paymentthereof on the terms and
conditions set forth in the Bond Legislation.
This bond will not be valid or become obligatory for any purpose or be entitled to any security or
benefit under the Bond Legislation until the Certificate of Authenticatiou hereon has been rnanually signed
by the Bond Registrar.

It is hereby certified that all acts, conditions and things required by the Constitution and statutes of
the State and the Charter and ordinances of the County to exist and to have happened, been done and

2
5)430242
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to and in the issuance of this bond do exist and have happened, been done and
performed and that the issuance of tliis bond and the Bonds does not violate any constitutional, statutory or
other lirnitation upon the amount of bonded indebtedness that the Courity may incur.
performed precedent

IN WITNESS WHEREOF, the County has

caused this bond to be executed by the manual or
facsirnile signature of the County Executive, to be attested by the manual or facsimile signature of the Clerk

of the County Council, and the

seal

of the County to be

impressed

or imprinted hereon, all as of

KING COUNTY, WASHINGTON

By
King County Executive

ATTEST

Clerk of the County Council

Date of Authentication

:

CERTIFICATE OF AUTFMNTICATION
This is one of the fully registered Sewer [Improvement and] Refunding Revenue Bonds, [Year],
described in the within mentioned Bond
of King County, Washington, dated
Legislation.
Series

_,

WASHINGTON STATE FISCAL AGENT
as Bond Registrar

By
Authorized Signer

3
51430242.1
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ASSIGNMENT
FOR VALUE RECEIVED, the undersigned liereby sells, assigns and transfers unto
PLEASE INSERT SOCIAL SECURITY OR TAXPAYER IDENTIFICATION NUMBER OF

TRANSFEREE

(Please print or typewrite name and address, including zip code of Transferee)

the witliin bond and does hereby irrevocably constitute and appoint
or its successor, as Bond Registrar to transfer tliis bond on the books kept for registration thereof with
power of substitution in tlie premises.

DATED

full

20

NOTE: The

signature ol1 this Assignment must
correspond with the name of the registered owner as it
appears upon the face of the within bond in every
pafticular, without alteration or enlargement or any
change whatever.

SIGNATURE GUARANTEED:

NOTICE: Signatures must be guaranteed
pursuant to law.

4
51430242.1
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ATTACHMBNT D
FORM OF PARITY LIBN OBLIGATION
No. R-

$

Unless this ceftificate is presented by an authorized lepresentative of The Depository Trust
Company, a New Yotk corporation ("DTC"), to the County or its agent for registration of transfer,
exchange, or payment, and any ceúificate issued is registered in the name of Cede & Co. or in such
other name as is requested by an authorized representative of DTC (and any payment is made to
Cede & Co. or to such other entity as is requested by an authorized representative of DTC), ANY

TRANSFER, PLEDGE, OR OTHER USE HEREOF FOR VALUE OR OTHER\ilISE BY
OR TO ANY PERSON IS WRONGFUL inasmuch as the registered owner hereof, Cede & Co.,
has an interest herein.

UNITED STATES OF AMERICA
STATB OF WASHINGTON

KING COUNTY

LIMITED TAX GENERAL OBLIGATION
UMPROVEMENT AND] REFUNDING BOND
(PAYABLE FROM SEWER REVBNUES), [YEARI, SERIES

Maturity Date:

Interest Rate:
o/
/o

Registered Owner:

Principal Amount:

CUSIP No.:

CEDE & CO.

AND NO/IOO DOLLARS

KING COUNTY, WASHINGTON (the "Couttty"), hereby ackriowledges itself to owe and for
value received promises to pay to tlie Registered Owner identifìed above, or registered assigns, on the
Maturity Date specified above, the Principal Amount specified above and to pay interest thereon (computed
on the basis of a 360-day year of twelve 3O-day months) from the date of this bond, or the most recent date
to wliicli interest has been paid or duly provided for, until payment of this bond, at the Interest Rate
specified, payable on
and semiannually thereafter on each succeeding
and
Both principal of and interest on this bond are payable in lawful money of the United States of
America. For so long as this bond is registered in the name of Cede & Co., as the nominee of The Depository
Trust Company ("DTC"), principal of and prernium, if any, and interest on this bond are payable in the
mallnet"set fofth in the Blanket lssuer Letter of Representations by and between the County and DTC. When
this bond is not registered in the name of the Securities Depository, interest on this bond is payable by
electronic transfer on the interest payment date, or by check or draft of the fìscal agent of the State of
Washington (as the salne may be designated by the State of Washington from time to time, the "Bond
Registrar") mailed on the interest paynent date to the Registered Owner at the address appearing on the
Bond Register on the Record Date. However, the County is not required to make electronic transfers except
1

51434473
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pursuant to a request by a Registered Owner in writing received on or prior to tlie Record Date and at the
sole expense of the Registered Owner. When tliis bond is not registered in the name of the Securities
Depository, principal of and premium, if any, on this bond are payable upon presentation and surrender of
the Bond by the Registered Owner to tlie Bond Registrar.

This bond is one of an authorized issue of bonds of like series, date and tenor, except as to number,
amount, rate of interest, options of redernption and date of maturity, in the aggregate principal amount of
(the "Bonds"), and is issued to provide funds necessary to pay costs ofacquiring, constructing
$
and equipping improvements, additions or betterments to the Counfy's sewer system (the "System").
Thej Bonds are issued under and

in

accordance with the provisions

of the Constitution

and

applicable statutes of the State, the County Chalter and applicable ordinances duly adopted by the County,
including Ordinance and Motion
of the County Council (together, the "Bond Legislation").
Capitalizedterms used in this bond and not'defined herein have the meanings given such terms in the Bond

Legislation.
The Bonds are subject to redemption as provided in the Bond Legislation.

The Bonds are general obligations of tlie County. The County has irrevocably covenanted and
will include in its budget
and levy an ad valorem tax upon all property within the County subject to taxation in an arnount that will
be sufficient, together with all other revenues and money of the County legally available for such purposes,
to pay the principal of and interest on the Bonds as the same become due. The County has pledged that the
annual tax authorized to be levied forthe payment of such principal and interest shall be within andapart
of the tax levy permitted to counties without a vote of tlie people. The full faith, credit and resources of the
County have been irrevocably pledged for the annual levy and collection of such taxes and for tlie prompt
payment of the principal of and interest on the Bonds as the same become due.
agreed for as long as any of the Bonds are outstanding and unpaid, that each year it

The County has further obligated and bound itself to set aside and pay into the Parity Lien
Obligation Bond Fund out of Revenue of the System amounts sufficient to pay when due the principal of
and interest on the Bonds. The pledge of Revenue of the System constitutes a lien and charge on Revenue
of the System subject to Operating and Maintenance Expenses and junior, subordinate and inferior to the
lien and charge on Revenue of the System securing the Parity Bonds, equal to the lien and charge securing
the outstanding Parity Lien Obligations and any additional Parity Lien Obligations hereafter issued, and
superior to any other charges whatsoever. The County has reserved the right to issue additional Parity Lien
Obligations on the terms and conditions set forth in the Bond Legislation,
The Counfy has pledged that it will cause the System to be maintained in good condition and repair
and to be operated in an efficient manner and at a reasonable cost. The County has further pledged that it
will at all times establish, maintain and collect adequate rates and charges for sewage disposal service as
provided in the Bond Legislation. Reference to tlie Bond Legislation is made for a description of the nature
and extent of the security for the Bonds, the funds or reveuues pledged, and the terms and conditions upon
which the Bonds are issued.

The pledge of tax levies and revenues and other obligations of the County under the Bond
Legislation rnay be discharged prior to maturity of the Bonds by making provision for tlie payment thereof
on the terms and conditions set forth in the Bond Legislation.
The County has pledged that it \ryill cause tlre System to be rnaintained in good conclition and repair
and to be operated in an efficient mauner and at a reasonable cost. The County has further pledged that it
will at all times establish, maintain and collect adequate rates and charges for sewage disposal service as

2
51434473.1

18116

provided in the Bond Legislation. Reference to the Bond Legislation is made for a description of the nature
and extent ofthe security for the Bonds, the funds or revenues pledged, and the tenns and conditions upon
which the Bonds are issued.
This bond will not be valid or becorne obligatory for any purpose or be entitled to any security or
benefit under the Bond Legislation until the Certificate of Authentication hereon has been manually signed
by the Bond Registrar.

It is hereby certified that all acts, conditions and things required by the Constitution and statutes of
the State and the Charter and ordinances of the County to exist and to have happened, been done and
performed precedent to and in the issuance of this bond do exist and have happened, been done and
performed and that the issuance of this bond and the Bonds does not violate any constitutional, statutory or
other limitation upon the amount of bonded indebtedness that the County may incur.

IN WITNESS WHEREOF, the County has caused this bond to be executed by the manual or
facsimile signature of the County Executive, to be attested by the manual or facsimile signature of the Clerk
of the County Council, and the seal of the County to be impressed or irnprinted hereon, all as of
KING COUNTY, WASHINGTON

By
King County Executive

ATTEST:

Clerk of the County Council

Date of Authentication:

CERTIFICATE OF AUTTIENTICATION
This is one of the fully registered Lirnited Tax General Obligation [hnprovement and] Refunding
Bonds (Payable from Sewer Revenues), [Year], Series _,
of King County, Washington, dated
described in the witliin mentioned Bond Legislation.
WASHINGTON STATE FISCAL AGENT
as Bond Registrar

By
Authorized Signer

J
51434413 |
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ASSIGNMENT
FOR VALUE RECEIVED, the undersigned hereby sells, assigns and transfers unto
PLEASE INSERT SOCIAL SECUzuTY OR TAXPAYER IDENTIFICATION NUMBER OF

TRANSFEREE

(Please print or typewrite name and address, including zip code of Transferee)

the within bond and does hereby irrevocably constitute and appoint
or its successor, as Bond Registrar to transfer this bond on the books kept for registration thereof with full
power of substitution in the premises.

DATED

20

NOTE: The

signature

on this Assignment must

correspond with the name of the registered owner as it
appears upon the face of the within bond in every
pafticular, without alteration or enlargement or any
change whatever.

SIGNATURE GUARANTEED

NOTICE: Signatures must

be guaranteed

pursuant to law.

4
514344'13
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APPENDIX B
FORM OF BOND COUNSEL OPINION
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[FORM OF BOND COUNSEL OPINION]
[Closing Date]
King County, Washington
Re:

King County, Washington
$154,560,000 Limited Tax General Obligation Refunding Bonds
(Payable from Sewer Revenues), 2017

We have served as bond counsel to King County, Washington (the “County”), in
connection with the issuance of the above-referenced bonds (the “Bonds”), and in that capacity
have examined such law and such certified proceedings and other documents as we have deemed
necessary to render this opinion. As to matters of fact material to this opinion, we have relied
upon representations contained in the certified proceedings and other certifications of public
officials furnished to us, without undertaking to verify the same by independent investigation.
The Bonds are issued by the County pursuant to Ordinance 18116 passed by the
Metropolitan King County Council (the “County Council”) on September 21, 2015 and
Motion 14967 passed by the County Council on October 2, 2017 (collectively the “Bond
Legislation”), to refund the callable portion of the County’s outstanding Limited Tax General
Obligation Refunding Bonds (Payable from Sewer Revenues), 2008, and to pay the
administrative costs of the refunding and the costs of issuing the Bonds, all as set forth in the
Bond Legislation.
Reference is made to the Bonds and the Bond Legislation for the definitions of
capitalized terms used and not otherwise defined herein.
We express no opinion herein concerning the completeness or accuracy of any official
statement, offering circular or other sales or disclosure material relating to the issuance of the
Bonds or otherwise used in connection with the Bonds.
Under the Internal Revenue Code of 1986, as amended (the “Code”), the County is
required to comply with certain requirements after the date of issuance of the Bonds in order to
maintain the exclusion of the interest on the Bonds from gross income for federal income tax
purposes, including, without limitation, requirements concerning the qualified use of Bond
proceeds and the facilities financed or refinanced with Bond proceeds, limitations on investing
gross proceeds of the Bonds in higher yielding investments in certain circumstances and the
arbitrage rebate requirement to the extent applicable to the Bonds. The County has covenanted in
the Bond Legislation to comply with those requirements, but if the County fails to comply with
those requirements, interest on the Bonds could become taxable retroactive to the date of
issuance of the Bonds. We have not undertaken and do not undertake to monitor the County’s
compliance with such requirements.

51637298.2

King County, Washington
[Closing Date]
Page 2

Based upon the foregoing, as of the date of initial delivery of the Bonds to the purchasers
thereof and full payment therefor, it is our opinion that under existing law:
1.
The County is a duly organized and legally existing corporate body politic under
the laws of the State of Washington.
2.
The Bonds have been duly authorized and executed by the County and are issued
in full compliance with the provisions of the Constitution and laws of the State of Washington
and the charter provisions, ordinances and motions of the County relating thereto.
3.
The Bonds constitute valid and binding general obligations of the County, except
only to the extent that enforcement of payment may be limited by bankruptcy, insolvency or
other laws affecting creditors’ rights and by the application of equitable principles and the
exercise of judicial discretion in appropriate cases.
4.
The County has irrevocably covenanted and agreed that, for as long as any of the
Bonds are outstanding and unpaid, each year it will include in its budget and levy an ad valorem
tax upon all the property within the County subject to taxation in an amount that will be
sufficient, together with all other revenues and money of the County legally available for such
purposes, to pay the principal of and interest on the Bonds as the same become due. The County
has irrevocably pledged that the annual tax to be levied for the payment of such principal and
interest will be within and as a part of the tax levy permitted to counties without a vote of the
people, and that a sufficient portion of the taxes to be levied and collected annually by the
County prior to the full payment of the principal of and interest on the Bonds will be and is
irrevocably set aside, pledged, and appropriated for the payment of the principal of and interest
on the Bonds. The full faith, credit, and resources of the County have been irrevocably pledged
for the annual levy and collection of those taxes and for the prompt payment of the principal of
and interest on the Bonds as the same become due.
5.
The County also has irrevocably bound itself to set aside and pay into a special
fund of the County known as the “Water Quality Limited Tax General Obligation Bond
Redemption Fund” (the “Parity Lien Obligation Bond Fund”) and accounts therein out of
Revenue of the System amounts sufficient to pay principal of and interest on the Bonds as the
same become due. The amounts pledged to be paid out of the Revenue of the System into the
Parity Lien Obligation Bond Fund and accounts therein constitute a lien and charge on Revenue
of the System subject to Operating and Maintenance Expenses, junior, subordinate, and inferior
to the lien and charge on Revenue of the System to pay the principal of and interest on Parity
Bonds, equal in rank to the lien and charge on Revenue of the System to pay the principal of and
interest on other Parity Lien Obligations, and superior to all other liens and charges on Revenue
of the System whatsoever.
6.
Assuming compliance by the County after the date of issuance of the Bonds with
applicable requirements of the Code, the interest on the Bonds is excluded from gross income for
federal income tax purposes and is not an item of tax preference for purposes of the alternative
minimum tax applicable to individuals; however, while interest on the Bonds also is not an item
of tax preference for purposes of the alternative minimum tax applicable to corporations, interest

51637298.2

King County, Washington
[Closing Date]
Page 3

on the Bonds received by corporations is to be taken into account in the computation of adjusted
current earnings for purposes of the alternative minimum tax applicable to corporations, interest
on the Bonds received by certain S corporations may be subject to tax, and interest on the Bonds
received by foreign corporations with United States branches may be subject to a foreign branch
profits tax. We express no opinion regarding any other federal tax consequences of receipt of
interest on the Bonds.
This opinion is given as of the date hereof, and we assume no obligation to revise or
supplement this opinion to reflect any facts or circumstances that may hereafter come to our
attention, or any changes in law that may hereafter occur.
We bring to your attention the fact that the foregoing opinions are expressions of our
professional judgment on the matters expressly addressed and do not constitute guarantees of
result.
Respectfully submitted,

51637298.2
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APPENDIX C
EXCERPTS FROM KING COUNTY’S
2016 COMPREHENSIVE ANNUAL FINANCIAL REPORT
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EFGFSSFE JOGMPXT PG SFTPVSDFT CZ   NJMMJPO OFU QPTJUJPO  0G UIJT BNPVOU   NJMMJPO SFQSFTFOUT
VOSFTUSJDUFEOFUQPTJUJPO XIJDINBZCFVTFEUPNFFUUIFHPWFSONFOU`TPOHPJOHPCMJHBUJPOTUPDJUJ[FOTBOEDSFEJUPST

c

5IF $PVOUZ`T UPUBM OFU QPTJUJPO JODSFBTFE  QFSDFOU PS  NJMMJPO CFDBVTF PG OFX CVT QVSDIBTFT BOE
QSPQFSUZBDRVJTJUJPOTBOEDBQJUBMQSPKFDUT5IFHPWFSONFOUBMOFUQPTJUJPOJODSFBTFECZQFSDFOUPS
NJMMJPO BOEUIFCVTJOFTTUZQFOFUQPTJUJPOJODSFBTFECZQFSDFOUPSNJMMJPO

c

"U%FDFNCFS  UIF$PVOUZ`THPWFSONFOUBMGVOETSFQPSUFEDPNCJOFEGVOECBMBODFTPGNJMMJPO BO
JODSFBTFPGNJMMJPOJODPNQBSJTPOXJUIUIFQSJPSZFBS"QQSPYJNBUFMZQFSDFOUPSNJMMJPOPGUIJT
BNPVOUJTBWBJMBCMFGPSTQFOEJOHBUUIFHPWFSONFOU`TEJTDSFUJPO VOBTTJHOFEGVOECBMBODF 

c

"UUIFFOEPG VOSFTUSJDUFEGVOECBMBODF UIFUPUBMPGUIFDPNNJUUFE BTTJHOFEBOEVOBTTJHOFEDPNQPOFOUT
PGGVOECBMBODF GPSUIF(FOFSBM'VOEXBTNJMMJPO PSBQQSPYJNBUFMZQFSDFOUPGUPUBM(FOFSBM'VOE
FYQFOEJUVSFT5PUBMGVOECBMBODFGPSUIF(FOFSBM'VOEJODSFBTFEQFSDFOUPSNJMMJPOGSPNUIFQSJPSZFBS

c

,JOH$PVOUZ`TUPUBMPVUTUBOEJOHEFCUEFDSFBTFECZQFSDFOUPSNJMMJPOJO*UJTTVFEOFXHFOFSBM
PCMJHBUJPOCPOETUPUBMJOHNJMMJPOBOESFWFOVFCPOETUPUBMJOHNJMMJPOBOESFEVDFEQSJODJQBMBOESFGVOEFE
CPOETJOUIFBNPVOUPGNJMMJPO

07&37*&80'5)&'*/"/$*"-45"5&.&/54
5IJTEJTDVTTJPOBOEBOBMZTJTJTJOUFOEFEUPTFSWFBTBOJOUSPEVDUJPOUPUIF$PVOUZ`TCBTJDGJOBODJBMTUBUFNFOUTXIJDI
JODMVEFUISFFDPNQPOFOUT  HPWFSONFOUXJEFGJOBODJBMTUBUFNFOUT  GVOEGJOBODJBMTUBUFNFOUTBOE  OPUFTUP
UIFGJOBODJBMTUBUFNFOUT5IJTSFQPSUBMTPJODMVEFTTVQQMFNFOUBSZJOGPSNBUJPOJOUFOEFEUPGVSOJTIBEEJUJPOBMEFUBJMUP
TVQQPSUUIFCBTJDGJOBODJBMTUBUFNFOUTUIFNTFMWFT
(PWFSONFOUXJEF'JOBODJBM4UBUFNFOUT
5IF HPWFSONFOUXJEF GJOBODJBM TUBUFNFOUT BSF EFTJHOFE UP QSPWJEF SFBEFST XJUI BO PWFSWJFX PG UIF $PVOUZ`T
GJOBODFT JOBNBOOFSTJNJMBSUPBQSJWBUFTFDUPSCVTJOFTT5IFTUBUFNFOUTQSPWJEFOFBSUFSNBOEMPOHUFSNJOGPSNBUJPO
BCPVUUIF$PVOUZ`TGJOBODJBMQPTJUJPO XIJDIBTTJTUTJOBTTFTTJOHUIF$PVOUZ`TGJOBODJBMDPOEJUJPOBUUIFFOEPGUIFGJTDBM
ZFBS
5IFTUBUFNFOUPGOFUQPTJUJPOQSFTFOUTBMMPGUIF$PVOUZ`TBTTFUT EFGFSSFEPVUGMPXTPGSFTPVSDFT MJBCJMJUJFTBOE
EFGFSSFEJOGMPXTPGSFTPVSDFT XJUIUIFEJGGFSFODFSFQPSUFEBTOFUQPTJUJPO0WFSUJNF JODSFBTFTPSEFDSFBTFTJOUIF
$PVOUZ`TOFUQPTJUJPONBZTFSWFBTBVTFGVMJOEJDBUPSPGXIFUIFSUIFGJOBODJBMQPTJUJPOPGUIF$PVOUZJTJNQSPWJOHPS
EFUFSJPSBUJOH
5IFTUBUFNFOUPGBDUJWJUJFTQSFTFOUTJOGPSNBUJPOTIPXJOHIPXUIF$PVOUZ`TOFUQPTJUJPODIBOHFEEVSJOHUIFNPTU
SFDFOUGJTDBMZFBS"MMDIBOHFTJOOFUQPTJUJPOBSFSFQPSUFEBTTPPOBTUIFVOEFSMZJOHFWFOUHJWJOHSJTFUPUIFDIBOHF
PDDVST SFHBSEMFTTPGUIFUJNJOHPGSFMBUFEDBTIGMPXT5IVT SFWFOVFTBOEFYQFOTFTBSFSFQPSUFEGPSTPNFJUFNTUIBU
XJMMOPUSFTVMUJODBTIGMPXTVOUJMGVUVSFGJTDBMQFSJPET TVDIBTSFWFOVFTQFSUBJOJOHUPVODPMMFDUFEUBYFTBOEFYQFOTFT
QFSUBJOJOHUPFBSOFECVUVOVTFEWBDBUJPOMFBWF

.BOBHFNFOUT%JTDVTTJPOBOE"OBMZTJT

,JOH$PVOUZ 8BTIJOHUPO

#PUIHPWFSONFOUXJEFGJOBODJBMTUBUFNFOUTIBWFTFQBSBUFTFDUJPOTGPSUISFFEJGGFSFOUUZQFTPG$PVOUZQSPHSBNTPS
BDUJWJUJFT
(PWFSONFOUBMBDUJWJUJFT
5IFBDUJWJUJFTJOUIJTTFDUJPOBSFQSJODJQBMMZTVQQPSUFECZUBYFTBOEJOUFSHPWFSONFOUBMSFWFOVFT5IFTFJODMVEFHFOFSBM
HPWFSONFOUQVCMJDTBGFUZQIZTJDBMFOWJSPONFOUUSBOTQPSUBUJPOFDPOPNJDFOWJSPONFOUNFOUBMBOEQIZTJDBMIFBMUI
DVMUVSFBOESFDSFBUJPOBOEEFCUTFSWJDF"MTPJODMVEFEXJUIJOHPWFSONFOUBMBDUJWJUJFTBSFUIFPQFSBUJPOTPGUIF,JOH
$PVOUZ'MPPE$POUSPM%JTUSJDUBOEUXPOPOQSPGJUQSPQFSUZNBOBHFNFOUDPSQPSBUJPOT"MUIPVHIMFHBMMZTFQBSBUF UIFTF
DPNQPOFOU VOJUT BSF CMFOEFE XJUI UIF ,JOH $PVOUZ QSJNBSZ HPWFSONFOU GPS SFQPSUJOH QVSQPTFT UP DPNQMZ XJUI
HPWFSONFOUBMBDDPVOUJOHTUBOEBSET
#VTJOFTTUZQFBDUJWJUJFT
5IFTFGVODUJPOTBSFJOUFOEFEUPSFDPWFSBMMPSBTJHOJGJDBOUQPSUJPOPGUIFJSDPTUTUISPVHIVTFSGFFTBOEDIBSHFTUP
FYUFSOBMVTFST5IFCVTJOFTTUZQFBDUJWJUJFTJODMVEFUIF$PVOUZ`TQVCMJDUSBOTQPSUBUJPOTZTUFN XBTUFXBUFSUSFBUNFOU
GBDJMJUJFT TPMJEXBTUFEJTQPTBMGBDJMJUJFT BJSQPSU NBSJOFPQFSBUJPOTBOEPUIFSTFSWJDFT
%JTDSFUFMZQSFTFOUFEDPNQPOFOUVOJUT
5IF$PVOUZ`THPWFSONFOUXJEFGJOBODJBMTUBUFNFOUTJODMVEFUIFGJOBODJBMEBUBPGPUIFSMFHBMMZTFQBSBUFFOUJUJFTUIBU
BSFSFQPSUFEBTEJTDSFUFDPNQPOFOUVOJUT)BSCPSWJFX.FEJDBM$FOUFS ).$ BOE$VMUVSBM%FWFMPQNFOU"VUIPSJUZ
$%" PG,JOH$PVOUZ8IJMFHPWFSONFOUBMBDDPVOUJOHTUBOEBSETDBMMGPSUIFTFFOUJUJFTUPCFSFQPSUFEBTQBSUPGUIF
PWFSBMM GJOBODJBM SFQPSUJOH FOUJUZ  UIFZ BSF OPU JODMVEFE XJUIJO UIF QSJNBSZ HPWFSONFOU *OEJWJEVBM DPNQPOFOU VOJU
TUBUFNFOUTGPS).$BOEUIF$%"DBOCFGPVOEJNNFEJBUFMZGPMMPXJOHUIFGJEVDJBSZGVOETGJOBODJBMTUBUFNFOUTJOUIF
#BTJD'JOBODJBM4UBUFNFOUTTFDUJPO
'VOE'JOBODJBM4UBUFNFOUT
5IFGVOEGJOBODJBMTUBUFNFOUTBSFEFTJHOFEUPSFQPSUGJOBODJBMJOGPSNBUJPOBCPVUUIF$PVOUZ`TGVOET"GVOEJTBHSPVQJOH
PG SFMBUFE BDDPVOUT VTFE UP NBJOUBJO DPOUSPM PWFS SFTPVSDFT UIBU IBWF CFFO TFHSFHBUFE GPS TQFDJGJD BDUJWJUJFT PS
PCKFDUJWFT
5IF$PVOUZ MJLFNPTUTUBUFBOEMPDBMHPWFSONFOUT VTFTGVOEBDDPVOUJOHUPFOTVSFBOEEFNPOTUSBUFDPNQMJBODFXJUI
GJOBODFSFMBUFEMFHBMSFRVJSFNFOUT"MMPGUIFGVOETPGUIF$PVOUZDBOCFEJWJEFEJOUPUISFFDBUFHPSJFTHPWFSONFOUBM
GVOET QSPQSJFUBSZGVOETBOEGJEVDJBSZGVOET
(PWFSONFOUBMGVOET
.PTUPGUIFTFSWJDFTQSPWJEFECZUIF$PVOUZBSFBDDPVOUFEGPSJOHPWFSONFOUBMGVOET(PWFSONFOUBMGVOETBSFVTFE
UPBDDPVOUGPSFTTFOUJBMMZUIFTBNFGVODUJPOTUIBUBSFSFQPSUFEBTHPWFSONFOUBMBDUJWJUJFTJOUIFHPWFSONFOUXJEF
GJOBODJBMTUBUFNFOUT
6OMJLFHPWFSONFOUXJEFGJOBODJBMTUBUFNFOUT IPXFWFS HPWFSONFOUBMGVOETGJOBODJBMTUBUFNFOUTGPDVTPOOFBSUFSN
JOGMPXTBOEPVUGMPXTPGTQFOEBCMFSFTPVSDFT BTXFMMBTPOCBMBODFTPGTQFOEBCMFSFTPVSDFTBWBJMBCMFBUUIFFOEPG
UIFGJTDBMZFBS4VDIJOGPSNBUJPONBZCFVTFGVMJOBTTFTTJOHOFBSUFSNGJOBODJOHSFRVJSFNFOUT
#FDBVTFUIFGPDVTPGHPWFSONFOUBMGVOETJTOBSSPXFSUIBOUIBUPGUIFHPWFSONFOUXJEFGJOBODJBMTUBUFNFOUT JUJTVTFGVM
UPDPNQBSFUIFJOGPSNBUJPOQSFTFOUFEGPSHPWFSONFOUBMGVOETXJUITJNJMBSJOGPSNBUJPOQSFTFOUFEGPSHPWFSONFOUBM
BDUJWJUJFTJOUIFHPWFSONFOUXJEFGJOBODJBMTUBUFNFOUT#ZEPJOHTP SFBEFSTNBZCFUUFSVOEFSTUBOEUIFMPOHUFSN
JNQBDU PG UIF HPWFSONFOU`T OFBSUFSN GJOBODJOH EFDJTJPOT #PUI UIF HPWFSONFOUBM GVOET CBMBODF TIFFU BOE UIF
HPWFSONFOUBMGVOETTUBUFNFOUPGSFWFOVFT FYQFOEJUVSFT BOEDIBOHFTJOGVOECBMBODFQSPWJEFBSFDPODJMJBUJPOUP
GBDJMJUBUFUIJTDPNQBSJTPOCFUXFFOHPWFSONFOUBMGVOETBOEHPWFSONFOUBMBDUJWJUJFT
,JOH$PVOUZNBJOUBJOTBHFOFSBMGVOEBOETFWFSBMPUIFSJOEJWJEVBMHPWFSONFOUBMGVOETPSHBOJ[FEBDDPSEJOHUPUIFJS
UZQF TQFDJBMSFWFOVF EFCUTFSWJDF BOEDBQJUBMQSPKFDUT 5IFHPWFSONFOUSFQPSUTUXPHPWFSONFOUBMGVOET (FOFSBM
'VOEBOE)FBMUI'VOE BTNBKPSGVOET&BDIPGUIFNBKPSGVOETJTQSFTFOUFEJOBTFQBSBUFDPMVNOJOUIFHPWFSONFOUBM
GVOETCBMBODFTIFFUBOEUIFHPWFSONFOUBMGVOETTUBUFNFOUPGSFWFOVFT FYQFOEJUVSFT BOEDIBOHFTJOGVOECBMBODFT
%BUBGSPNUIFPUIFSHPWFSONFOUBMGVOETBSFDPNCJOFEJOUPBTJOHMFBHHSFHBUFEQSFTFOUBUJPO*OEJWJEVBMGVOEEBUBGPS
.BOBHFNFOUT%JTDVTTJPOBOE"OBMZTJT

,JOH$PVOUZ 8BTIJOHUPO

FBDIPGUIFTFOPONBKPSGVOETJTQSPWJEFEBTTVQQMFNFOUBSZJOGPSNBUJPOJOUIFGPSNPGDPNCJOJOHTUBUFNFOUTJOUIF
(PWFSONFOUBM'VOETTFDUJPO
5IF$PVOUZBEPQUFECJFOOJBMCVEHFUTGPSUIF(FOFSBM'VOE BQQSPQSJBUFEBUUIFEFQBSUNFOUPSEJWJTJPOMFWFM5IF
CVEHFUGPSUIF)FBMUI'VOEJTBEPQUFEBUUIFMFHBMCVEHFUMFWFM XIJDIJODMVEFTUIF.FOUBM)FBMUI 1VCMJD)FBMUIBOE
&OWJSPONFOUBM)FBMUI'VOET"CVEHFUBSZDPNQBSJTPOTDIFEVMFIBTCFFOQSPWJEFEGPSFBDIPGUIFNBKPSHPWFSONFOUBM
GVOETBOENBZCFGPVOEJOUIF3FRVJSFE4VQQMFNFOUBSZ*OGPSNBUJPOTFDUJPO
1SPQSJFUBSZGVOET
1SPQSJFUBSZGVOETBSFVTFEUPBDDPVOUGPSTFSWJDFTGPSXIJDIUIF$PVOUZDIBSHFTDVTUPNFSTBGFFUPSFDPWFSBMMPSB
QPSUJPOPGUIFDPTUPGQSPWJEJOHUIFTFSWJDFT1SPQSJFUBSZGVOETQSPWJEFUIFTBNFUZQFPGJOGPSNBUJPOBTTIPXOJOUIF
HPWFSONFOUXJEFGJOBODJBMTUBUFNFOUTCVUBUBNPSFEFUBJMFEMFWFM JODMVEJOHUIFBEEJUJPOPGDBTIGMPXTUBUFNFOUT-JLF
UIFHPWFSONFOUXJEFGJOBODJBMTUBUFNFOUT QSPQSJFUBSZGVOETGJOBODJBMTUBUFNFOUTVTFUIFBDDSVBMCBTJTPGBDDPVOUJOH
5IFCBTJDQSPQSJFUBSZGVOETGJOBODJBMTUBUFNFOUTDBOCFGPVOEJNNFEJBUFMZGPMMPXJOHUIFHPWFSONFOUBMGVOETGJOBODJBM
TUBUFNFOUT
5IF$PVOUZIBTUXPUZQFTPGQSPQSJFUBSZGVOET
&OUFSQSJTFGVOETBSFVTFEUPSFQPSUUIFTBNFGVODUJPOTQSFTFOUFEBTCVTJOFTTUZQFBDUJWJUJFTJOUIFHPWFSONFOUXJEF
GJOBODJBMTUBUFNFOUT5IFQSPQSJFUBSZGVOETGJOBODJBMTUBUFNFOUTQSPWJEFTFQBSBUFJOGPSNBUJPOGPSUIF8BUFS2VBMJUZ
&OUFSQSJTFBOEUIF1VCMJD5SBOTQPSUBUJPO&OUFSQSJTF CPUIDPOTJEFSFEUPCFNBKPSGVOETPGUIF$PVOUZGPSGJOBODJBM
SFQPSUJOHQVSQPTFT"MMPUIFSFOUFSQSJTFGVOETBSFBHHSFHBUFEJOUPBTJOHMFQSFTFOUBUJPOXJUIJOUIFQSPQSJFUBSZGVOET
GJOBODJBMTUBUFNFOUT
*OUFSOBMTFSWJDFGVOETBSFVTFEUPSFQPSUBDUJWJUJFTUIBUQSPWJEFTFSWJDFTUPUIF$PVOUZ`TPUIFSQSPHSBNTBOEBDUJWJUJFT
POBDPTUSFJNCVSTFNFOUCBTJT5IF$PVOUZVTFTJOUFSOBMTFSWJDFGVOETUPBDDPVOUGPSJUTNPUPSQPPM JOGPSNBUJPOBOE
UFDIOPMPHZ TFSWJDFT  FNQMPZFF CFOFGJUT   GBDJMJUJFT NBOBHFNFOU  SJTL NBOBHFNFOU  CVJMEJOH EFWFMPQNFOU BOE
NBOBHFNFOU BOE GJOBODJBM BOE WBSJPVT PUIFS BENJOJTUSBUJWF TFSWJDFT "MM PG UIFTF TFSWJDFT TVQQPSU PS CFOFGJU
HPWFSONFOUBMSBUIFSUIBOCVTJOFTTUZQFGVODUJPOTBOEIBWFUIFSFGPSFCFFODPOTPMJEBUFEXJUIJOHPWFSONFOUBMBDUJWJUJFT
JOUIFHPWFSONFOUXJEFGJOBODJBMTUBUFNFOUT0OFJOUFSOBMTFSWJDFGVOEQSPWJEFTFRVJQNFOUBOEGMFFUNBJOUFOBODF
TFSWJDFTBMNPTUFYDMVTJWFMZUPUIF8BUFS2VBMJUZ&OUFSQSJTFBOEJTUIFSFGPSFDPOTPMJEBUFEXJUIJOUIFCVTJOFTTUZQF
BDUJWJUJFTJOUIFHPWFSONFOUXJEFGJOBODJBMTUBUFNFOUT"UUIFGVOEMFWFM UIFTFUXPUZQFTPGJOUFSOBMTFSWJDFGVOETBSF
BHHSFHBUFEGPSSFQPSUJOHQVSQPTFTVOEFS1SPQSJFUBSZGVOETBOEJOEJWJEVBMGJOBODJBMTUBUFNFOUTBSFQSPWJEFEBTPUIFS
TVQQMFNFOUBSZJOGPSNBUJPOJOUIF*OUFSOBM4FSWJDF'VOETTFDUJPO
'JEVDJBSZGVOET
'JEVDJBSZGVOETBSFVTFEUPBDDPVOUGPSSFTPVSDFTIFMEGPSUIFCFOFGJUPGQBSUJFTPVUTJEFUIFHPWFSONFOU TVDIBT
BHFODZGVOET'JEVDJBSZGVOETBMTPJODMVEFUIFJOWFTUNFOUUSVTUGVOETUIBUBSFVTFEUPSFQPSUJOWFTUNFOUQPPMBDUJWJUZ
POCFIBMGPGTQFDJBMEJTUSJDUTBOEQVCMJDBVUIPSJUJFT4JODFUIFSFTPVSDFTPGUIFTFGVOETBSFOPUBWBJMBCMFUPTVQQPSUUIF
$PVOUZ`TPXOQSPHSBNT UIFZBSFOPUSFGMFDUFEJOUIFHPWFSONFOUXJEFGJOBODJBMTUBUFNFOUT5IFBDDPVOUJOHGPSGJEVDJBSZ
GVOET JT NVDI MJLF UIBU VTFE GPS QSPQSJFUBSZ GVOET 5IF CBTJD GJEVDJBSZ GVOET GJOBODJBM TUBUFNFOUT DBO CF GPVOE
JNNFEJBUFMZGPMMPXJOHUIFQSPQSJFUBSZGVOETGJOBODJBMTUBUFNFOUT
/PUFTUPUIF'JOBODJBM4UBUFNFOUT
5IFOPUFTQSPWJEFBEEJUJPOBMJOGPSNBUJPOFTTFOUJBMUPBGVMMVOEFSTUBOEJOHPGUIFEBUBQSPWJEFEJOUIFHPWFSONFOUXJEF
BOEGVOEGJOBODJBMTUBUFNFOUT5IFOPUFTUPUIFGJOBODJBMTUBUFNFOUTDBOCFGPVOEJNNFEJBUFMZGPMMPXJOHUIFJOEJWJEVBM
DPNQPOFOUVOJUGJOBODJBMTUBUFNFOUTJOUIF#BTJD'JOBODJBM4UBUFNFOUTTFDUJPO
0UIFS*OGPSNBUJPO
3FRVJSFETVQQMFNFOUBSZJOGPSNBUJPO
*OBEEJUJPOUPUIFCBTJDGJOBODJBMTUBUFNFOUTBOEBDDPNQBOZJOHOPUFT UIJTSFQPSUBMTPQSFTFOUTSFRVJSFETVQQMFNFOUBSZ
JOGPSNBUJPOPO CVEHFUUPBDUVBMDPNQBSJTPOTGPSNBKPSHPWFSONFOUBMGVOET  UIFDVSSFOUGVOEJOHQSPHSFTTGPS
QFOTJPOT  UIFDVSSFOUGVOEJOHQSPHSFTTGPSPUIFSQPTUFNQMPZNFOUCFOFGJUT BOE JOGSBTUSVDUVSFBTTFUTSFQPSUFE

.BOBHFNFOUT%JTDVTTJPOBOE"OBMZTJT

,JOH$PVOUZ 8BTIJOHUPO

VTJOHUIFNPEJGJFEBQQSPBDI5IFSFRVJSFETVQQMFNFOUBSZJOGPSNBUJPOJNNFEJBUFMZGPMMPXTUIFOPUFTUPUIFGJOBODJBM
TUBUFNFOUT
$PNCJOJOHTUBUFNFOUT
5IF DPNCJOJOH TUBUFNFOUT BSF QSFTFOUFE JO TFQBSBUF TFDUJPOT JNNFEJBUFMZ BGUFS UIF SFRVJSFE TVQQMFNFOUBSZ
JOGPSNBUJPO
(07&3/.&/58*%&'*/"/$*"-"/"-:4*4
"TOPUFEFBSMJFS OFUQPTJUJPOPWFSUJNF NBZTFSWFBTBVTFGVMJOEJDBUPSPGBHPWFSONFOU`TGJOBODJBMQPTJUJPO*OUIF
DBTFPG,JOH$PVOUZ BTTFUTBOEEFGFSSFEPVUGMPXTPGSFTPVSDFTFYDFFEFEMJBCJMJUJFTBOEEFGFSSFEJOGMPXTPGSFTPVSDFT
CZ NJMMJPO BUUIFDMPTFPGUIFNPTUSFDFOUGJTDBMZFBS BTTIPXOCFMPX
,JOH$PVOUZT/FU1PTJUJPO
JOUIPVTBOET
(PWFSONFOUBM

#VTJOFTTUZQF

"DUJWJUJFT


"DUJWJUJFT




5PUBM






"TTFUT
$VSSFOUBOEPUIFSBTTFUT



$BQJUBMBTTFUT
5PUBM"TTFUT
%FGFSSFE0VUGMPXTPG3FTPVSDFT

  



  



  



  



  



  

  

  

  

  

  

  

  

  

  

  

  

  

 

 

 

 

 

 

  

  

  

  

  

  

 

 

 

 

 

 

  

  

  

  

  

  

 

 

 

 

 

 

-JBCJMJUJFT
-POHUFSNMJBCJMJUJFT
0UIFSMJBCJMJUJFT
5PUBM-JBCJMJUJFT
%FGFSSFE*OGMPXTPG3FTPVSDFT
/FU1PTJUJPO
/FUJOWFTUNFOUJODBQJUBMBTTFUT
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5PUBM/FU1PTJUJPO



  



  



  



  



  

 


  

#ZGBS UIFMBSHFTUQPSUJPOPG,JOH$PVOUZ`TOFUQPTJUJPO QFSDFOU SFGMFDUTJUTOFUJOWFTUNFOUJODBQJUBMBTTFUT,JOH
$PVOUZVTFTUIFTFDBQJUBMBTTFUTUPQSPWJEFBWBSJFUZPGTFSWJDFTUPJUTDJUJ[FOT"DDPSEJOHMZ UIFTFBTTFUTBSFOPU
BWBJMBCMFGPSGVUVSFTQFOEJOH"MUIPVHI,JOH$PVOUZ`TJOWFTUNFOUJODBQJUBMBTTFUTJTSFQPSUFEOFUPGSFMBUFEEFCU JU
TIPVMECFOPUFEUIBUUIFSFTPVSDFTVTFEUPSFQBZUIJTEFCUNVTUCFQSPWJEFEGSPNPUIFSTPVSDFT TJODFUIFDBQJUBM
BTTFUTUIFNTFMWFTDBOOPUCFVTFEUPMJRVJEBUFUIFTFMJBCJMJUJFT
"OBEEJUJPOBMQPSUJPOPGUIF,JOH$PVOUZ`TOFUQPTJUJPO QFSDFOUPSNJMMJPO SFQSFTFOUTSFTPVSDFTUIBUBSF
TVCKFDUUPFYUFSOBMSFTUSJDUJPOTPOIPXUIFZNBZCFVTFE5IFSFNBJOJOHCBMBODFPGNJMMJPOJTVOSFTUSJDUFE"
OFHBUJWFVOSFTUSJDUFEOFUQPTJUJPOSFQSFTFOUTNPSFMJBCJMJUJFTBOEEFGFSSFEJOGMPXTPGSFTPVSDFTUIBOBTTFUTBOEEFGFSSFE
PVUGMPXTPGSFTPVSDFT
,JOH$PVOUZ`TPWFSBMMOFUQPTJUJPOJODSFBTFEQFSDFOUPSNJMMJPOGSPNUIFQSJPSGJTDBMZFBS5IFSFBTPOTGPS
UIJTPWFSBMMJODSFBTFBSFEJTDVTTFEJOUIFGPMMPXJOHTFDUJPOTGPSHPWFSONFOUBMBDUJWJUJFTBOECVTJOFTTUZQFBDUJWJUJFT
(PWFSONFOUBM"DUJWJUJFT%VSJOHUIFDVSSFOUGJTDBMZFBS OFUQPTJUJPOGPSHPWFSONFOUBMBDUJWJUJFTJODSFBTFE
NJMMJPO PSQFSDFOUGSPNUIFQSJPSGJTDBMZFBSGPSBOFOEJOHCBMBODFPG NJMMJPO/FUQPTJUJPOJOWFTUFEJO
DBQJUBMBTTFUTDPNQSJTFTQFSDFOUPGUPUBMOFUQPTJUJPO PS NJMMJPO BOJODSFBTFGSPNUIFQSJPSZFBSPG
NJMMJPO5IFJODSFBTFJTSFMBUFEUPJODSFBTFTUPDBQJUBMBTTFUTBOEEFDSFBTFTUPEFCUJTTVFEUPBDRVJSFPSDPOTUSVDU
DBQJUBM BTTFUT EVSJOH UIF ZFBS"OPUIFS QPSUJPO PG OFU QPTJUJPO PG  NJMMJPO JT SFTUSJDUFE GPS TQFDJGJD QVSQPTFT
JODMVEJOHNJMMJPOGPSNFOUBMBOEQIZTJDBMIFBMUIQSPHSBNT NJMMJPOGPSDBQJUBMQSPKFDUTBOENJMMJPO
GPSQVCMJDTBGFUZTFSWJDFT

.BOBHFNFOUT%JTDVTTJPOBOE"OBMZTJT

,JOH$PVOUZ 8BTIJOHUPO

(PWFSONFOUBMBDUJWJUJFTBDDPVOUFEGPSQFSDFOUPGUIFUPUBMJNQSPWFNFOUJOOFUQPTJUJPOPGUIF$PVOUZ5IFUPUBM
SFWFOVFTGPSHPWFSONFOUBMBDUJWJUJFTXFSF NJMMJPO BOJODSFBTFPGQFSDFOUPSNJMMJPOGSPNUIFQSJPS
ZFBS*ODSFBTFTJOQSPQFSUZUBYFTDPOUSJCVUFEUIFMBSHFTUQPSUJPO NJMMJPO GPMMPXFECZDIBSHFTGPSTFSWJDFTXJUI
NJMMJPO5IFVQUJDLJOQSPQFSUZUBYFTXBTNBJOMZEVFUPOFXMFWJFTBQQSPWFECZWPUFST OBNFMZ#FTU4UBSUTGPS
,JETBOEUIF1VHFU4PVOE&NFSHFODZ3FHJPOBM/FUXPSL*ODSFBTFTJODIBSHFTGPSTFSWJDFTXFSFNPTUMZBUUSJCVUFEUP
JODSFBTFTJODPOUSBDUTXJUIPUIFSMPDBMHPWFSONFOUTBOEJODSFBTFEHSBOUTBOEEPOBUJPOTGPSNFOUBMBOEQIZTJDBMIFBMUI
TFSWJDFT
&YQFOTFTEVSJOHUIFZFBSMBHHFECFIJOEUPUBMSFWFOVFT POMZJODSFBTJOHCZNJMMJPO PSQFSDFOU JOHPWFSONFOUBM
BDUJWJUJFT5IFMBSHFTUJODSFBTFTPDDVSSFEJONFOUBMBOEQIZTJDBMIFBMUICZNJMMJPO5IFJODSFBTFTJOFYQFOTFT
JOUIFTFBSFBTDPSSFTQPOEUPUIFJODSFBTFTJOSFWFOVFT BTUIFTFJODSFBTFTSFQSFTFOUUIFSFMBUFEFYQFOTFTSFTVMUJOH
GSPNUIFJODSFBTFETFSWJDFDPOUSBDUTXJUIPUIFSMPDBMHPWFSONFOUT
$IBOHFTJO/FU1PTJUJPO
JOUIPVTBOET
(PWFSONFOUBM
"DUJWJUJFT


3FWFOVFT
1SPHSBNSFWFOVFT
$IBSHFTGPSTFSWJDFT
0QFSBUJOHHSBOUTBOEDPOUSJCVUJPOT
$BQJUBMHSBOUTBOEDPOUSJCVUJPOT
(FOFSBMSFWFOVFT
1SPQFSUZUBYFT
3FUBJMTBMFTBOEVTFUBYFT
0UIFSUBYFT
6OSFTUSJDUFEJOUFSFTUFBSOJOHT
5PUBMSFWFOVFT
&YQFOTFT B
(FOFSBMHPWFSONFOU
1VCMJDTBGFUZ D
1IZTJDBMFOWJSPONFOU
5SBOTQPSUBUJPO
&DPOPNJDFOWJSPONFOU
.FOUBMBOEQIZTJDBMIFBMUI
$VMUVSFBOESFDSFBUJPO
*OUFSFTUBOEPUIFSEFCUTFSWJDFDPTUT
"JSQPSU
1VCMJDUSBOTQPSUBUJPO
4PMJEXBTUF
8BUFSRVBMJUZ
0UIFSFOUFSQSJTFBDUJWJUJFT
5PUBMFYQFOTFT
*ODSFBTFJOOFUQPTJUJPOCFGPSFUSBOTGFST
BOETQFDJBMJUFNT
5SBOTGFST
4QFDJBMJUFNT
*ODSFBTFJOOFUQPTJUJPO
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B &YQFOTFTGPSBMMGVODUJPOTJODMVEFUIFBMMPDBUJPOPGJOEJSFDUFYQFOTFTGSPNUIFHFOFSBMHPWFSONFOUGVODUJPO5IFBNPVOUPGJOEJSFDUHFOFSBM
HPWFSONFOUFYQFOTFTBMMPDBUFEUPFBDIGVODUJPOJTTIPXOJOBTFQBSBUFDPMVNOPOUIFHPWFSONFOUXJEF4UBUFNFOUPG"DUJWJUJFTBMPOHTJEF
UIFDPMVNOUIBUSFGMFDUTUIFEJSFDUPQFSBUJOHFYQFOTFTJODVSSFECZFBDIGVODUJPO"TBSFTVMUPGUIJTBMMPDBUJPO UIFNJMMJPOHFOFSBM
HPWFSONFOUFYQFOTFBCPWFDPOTJTUTPGNJMMJPOJOEJSFDUQSPHSBNFYQFOTFTSFEVDFECZJOEJSFDUDIBSHFTPGNJMMJPOBMMPDBUFEUP
PUIFSGVODUJPOT
C /FUQPTJUJPO CFHJOOJOHPGZFBSIBTCFFOSFTUBUFE4FF/PUF3FTUSJDUJPOT $PNQPOFOUTPG'VOE#BMBODF $IBOHFTJO&RVJUZBOE
3FTUBUFNFOUT
D *OQSFWJPVTZFBST QVCMJDTBGFUZXBTDBMMFEMBX TBGFUZBOEKVTUJDFBOEJODMVEFEUIF(PWFSONFOUTMFHBMBOEKVEJDJBMSFMBUFEFYQFOTFT

.BOBHFNFOUT%JTDVTTJPOBOE"OBMZTJT

,JOH$PVOUZ 8BTIJOHUPO

#VTJOFTTUZQF"DUJWJUJFT,JOH$PVOUZ`TCVTJOFTTUZQFBDUJWJUJFTSFQPSUFEBOFUQPTJUJPOPG NJMMJPO JODSFBTJOH
CZQFSDFOUPSNJMMJPOGSPNUIFQSJPSZFBS0GUIFUPUBMOFUQPTJUJPOGPSCVTJOFTTUZQFBDUJWJUJFT QFSDFOU
PS NJMMJPOXBTJOWFTUFEJODBQJUBMBTTFUTOFUPGUIFSFMBUFEEFCUUPBDRVJSFPSDPOTUSVDUUIFBTTFUT5IFCVTJOFTT
UZQFBDUJWJUJFTVTFUIFTFDBQJUBMBTTFUTUPQSPWJEFTFSWJDFTUPUIFJSDVTUPNFSTDPOTFRVFOUMZ UIFTFBTTFUTBSFOPU
BWBJMBCMFGPSGVUVSFTQFOEJOH5IFSFTPVSDFTOFFEFEUPSFQBZUIFCPSSPXJOHUPBDRVJSFUIFTFBTTFUTNVTUCFQSPWJEFE
GSPNPUIFSTPVSDFTTJODFDBQJUBMBTTFUTBSFVTFEJOPQFSBUJPOTBOEUIFSFGPSFBSFOPUQMBOOFEUPCFMJRVJEBUFE"OPUIFS
QFSDFOUPSNJMMJPOPGUIFUPUBMOFUQPTJUJPOPGCVTJOFTTUZQFBDUJWJUJFTJTSFTUSJDUFEGPSDBQJUBMQSPKFDUT EFCU
TFSWJDF SFHVMBUPSZBTTFUTBOEFOWJSPONFOUBMMJBCJMJUJFT5IFSFNBJOJOHQFSDFOUPSNJMMJPOJTVOSFTUSJDUFE
OFUQPTJUJPO5IFSFNBJOJOHCBMBODFJOUIFVOSFTUSJDUFEOFUQPTJUJPOGPSCVTJOFTTUZQFBDUJWJUJFTNBZCFVTFEUPNFFU
POHPJOHPCMJHBUJPOTUPJUTDVTUPNFSTBOEDSFEJUPST
#VTJOFTTUZQFBDUJWJUJFTDPOUSJCVUFEUPUIF$PVOUZ`TOFUQPTJUJPOCZ NJMMJPOJO BDDPVOUJOHGPSQFSDFOU
PGUIFUPUBMJODSFBTFJOOFUQPTJUJPOPGUIF$PVOUZ5IFJODSFBTFJOOFUQPTJUJPOXBTEVFJODSFBTFTUPDBQJUBMBTTFUT
JODMVEJOHUIFQVSDIBTFPGOFXCVTFT
5IFDIBOHFJOUPUBMSFWFOVFTIBOEJMZPVUQBDFEUIFDIBOHFJOUPUBMFYQFOTFTGPSCVTJOFTTUZQFBDUJWJUJFT JODSFBTJOH
CZNJMMJPOPWFSBOJODSFBTFPGNJMMJPOJOFYQFOTFTGSPNUIFQSJPSZFBS5IFNBKPSJUZPGUIFJODSFBTFTJO
SFWFOVFTPDDVSSFEJODIBSHFTGPSTFSWJDFTCZNJMMJPO SFUBJMTBMFTBOEVTFUBYFTCZNJMMJPOBOEPQFSBUJOH
HSBOUTBOEDPOUSJCVUJPOTCZNJMMJPO$IBSHFTGPSTFSWJDFTIBWFJODSFBTFEGSPNBDPNCJOBUJPOPGDPOUSBDUTSFMBUFE
UP-JOLMJHIUSBJMPQFSBUJPOTBOEUSBOTJUTFSWJDFTGPSUIF$JUZPG4FBUUMF JOBEEJUJPOUPSJEFSTIJQJODSFBTFT5IFDPOUJOVPVT
JNQSPWFNFOUJOUIFMPDBMFDPOPNZBOEDPOTVNFSDPOGJEFODFIBTDPOUSJCVUFEUPUIFDPOUJOVPVTJODSFBTFJOTBMFTUBY
/FBSMZBMMPGUIFJODSFBTFJOPQFSBUJOHHSBOUTBOEDPOUSJCVUJPOTJTHSBOUTGSPNUIF'FEFSBM5SBOTJU"ENJOJTUSBUJPO
5IFJODSFBTFJOFYQFOTFTDPSSFTQPOEUPUIFJODSFBTFTJOTFSWJDFTQSPWJEFE XJUIUIFNBKPSJUZJO1VCMJD5SBOTQPSUBUJPO
XJUIBNJMMJPOJODSFBTF0UIFSOPUBCMFJODSFBTFTJOFYQFOTFTPDDVSSFEJO8BUFS2VBMJUZ XJUINJMMJPO NPTUMZ
SFMBUFEUPTFXBHFEJTQPTBMGFFT BOE4PMJE8BTUFXJUINJMMJPO SFMBUFEUPJODSFBTFTJOMBOEGJMMDMPTVSFBOEQPTU
DMPTVSFDBSFDPTUT

'*/"/$*"-"/"-:4*40'5)&$06/5:`4'6/%4
5IF$PVOUZVTFTGVOEBDDPVOUJOHUPFOTVSFBOEEFNPOTUSBUFDPNQMJBODFXJUIGJOBODFSFMBUFEMFHBMSFRVJSFNFOUT
(PWFSONFOUBM'VOET5IFGPDVTPGUIF$PVOUZ`THPWFSONFOUBMGVOETJTUPQSPWJEFJOGPSNBUJPOPOOFBSUFSNJOGMPXT
PVUGMPXT  BOE CBMBODFT PG TQFOEBCMF SFTPVSDFT 4VDI JOGPSNBUJPO JT VTFGVM JO BTTFTTJOH UIF $PVOUZ`T GJOBODJOH
SFRVJSFNFOUT*OQBSUJDVMBS VOBTTJHOFEGVOECBMBODFNBZTFSWFBTBVTFGVMNFBTVSFPGBHPWFSONFOU`TOFUSFTPVSDFT
BWBJMBCMFGPSEJTDSFUJPOBSZVTF*USFQSFTFOUTUIFQPSUJPOPGGVOECBMBODFXIJDIIBTOPUZFUCFFOMJNJUFEUPVTFGPSB
QBSUJDVMBSQVSQPTFCZFJUIFSBOFYUFSOBMQBSUZ UIF$PVOUZJUTFMGPSBHSPVQPSJOEJWJEVBMUIBUIBTCFFOEFMFHBUFEBVUIPSJUZ
UPBTTJHOSFTPVSDFTGPSVTFGPSQBSUJDVMBSQVSQPTFTCZUIF$PVOUZ$PVODJM
"U%FDFNCFS  UIF$PVOUZ`THPWFSONFOUBMGVOETSFQPSUFEBDPNCJOFEGVOECBMBODFPGNJMMJPO BO
JODSFBTFPGQFSDFOUPSNJMMJPOJODPNQBSJTPOXJUIUIFQSJPSZFBS"QQSPYJNBUFMZQFSDFOUPSNJMMJPO
DPOTUJUVUFTVOBTTJHOFEGVOECBMBODF XIJDIJTBWBJMBCMFGPSTQFOEJOHBUUIF$PVOUZ`TEJTDSFUJPO5IFSFNBJOEFSPGGVOE
CBMBODFJTFJUIFSOPOTQFOEBCMF SFTUSJDUFE DPNNJUUFEPSBTTJHOFEUPJOEJDBUFUIBUJUJT OPUJOTQFOEBCMFGPSNPS
MFHBMMZSFRVJSFEUPCFNBJOUBJOFEJOUBDU NJMMJPO  SFTUSJDUFEGPSQBSUJDVMBSQVSQPTFT NJMMJPO  DPNNJUUFE
GPSQBSUJDVMBSQVSQPTFT NJMMJPO PSBTTJHOFEGPSQBSUJDVMBSQVSQPTFT NJMMJPO
5IF(FOFSBM'VOEJTUIFDIJFGPQFSBUJOHGVOEPGUIF$PVOUZ"UUIFFOEPGUIFDVSSFOUGJTDBMZFBS UPUBMGVOECBMBODF
GPSUIF(FOFSBM'VOEXBTNJMMJPO6OBTTJHOFEGVOECBMBODFUPUBMFENJMMJPO BOJODSFBTFPGQFSDFOU
PSUIPVTBOE"TBNFBTVSFPGUIF(FOFSBM'VOE`TMJRVJEJUZ JUNBZCFVTFGVMUPDPNQBSFCPUIVOBTTJHOFEGVOE
CBMBODFBOEUPUBMGVOECBMBODFUPUPUBMGVOEFYQFOEJUVSFTPGNJMMJPO6OBTTJHOFEGVOECBMBODFSFQSFTFOUT
QFSDFOUPGUPUBM(FOFSBM'VOEFYQFOEJUVSFT BMBSHFJODSFBTFGSPNUIFQFSDFOUJO
'VOECBMBODFPGUIF(FOFSBM'VOEJODSFBTFECZQFSDFOUPSNJMMJPOEVSJOH5IFJODSFBTFJOGVOECBMBODF
XBTBUUSJCVUFEUPBOJODSFBTFJOUSBOTGFSTJOBOEBEFDSFBTFUPUSBOTGFSTPVU5SBOTGFSTJOJODSFBTFECZQFSDFOU
PSNJMMJPOBOEUSBOTGFSTPVUEFDSFBTFECZQFSDFOUPSNJMMJPO5IFMBSHFDIBOHFTUPUSBOTGFSMFWFMTBSF
BUUSJCVUFEUPUIF0GGJDFPG1FSGPSNBODF 4USBUFHZBOE#VEHFUTOFXNFUIPEPGQSPWJEJOHTVQQPSUUPPUIFSGVOETPOB
DPTUSFJNCVSTFNFOUCBTJTUPJNQSPWFUJNFMZSFTPVSDFVTBHF

.BOBHFNFOUT%JTDVTTJPOBOE"OBMZTJT

,JOH$PVOUZ 8BTIJOHUPO

5IF )FBMUI 'VOE  B NBKPS TQFDJBM SFWFOVF GVOE  DPMMFDUJWFMZ SFQPSUT UIF #FIBWJPSBM )FBMUI  1VCMJD )FBMUI BOE
&OWJSPONFOUBM)FBMUI'VOETGPSUIFPQFSBUJPOTPGQSPHSBNTGPSCFIBWJPSBMIFBMUI EJTFBTFQSFWFOUJPOBOEQFSTPOBM
IFBMUIQSPNPUJPOBOEQPQVMBUJPOBOEFOWJSPONFOUBMTBGFUZ"UUIFFOEPG JUIBEBUPUBMGVOECBMBODFPG
NJMMJPO BOJODSFBTFPGQFSDFOUPSNJMMJPOGSPNUIFQSJPSZFBS
5IFMBSHFJODSFBTFJOGVOECBMBODFGPSUIFDVSSFOUZFBSXBTDBVTFENBJOMZCZSFTPVSDFTPVUQBDJOHQSPHSBNFYQFOEJUVSFT
JOUIF1VCMJD)FBMUI'VOECZNJMMJPO5PUBMSFWFOVFTPGUIF1VCMJD)FBMUI'VOEJODSFBTFECZNJMMJPOPS
QFSDFOU UIFNBKPSJUZPGXIJDIJTBUUSJCVUFEUPBNJMMJPOPSQFSDFOUJODSFBTFJOJOUFSHPWFSONFOUBMSFWFOVFT
BOEBNJMMJPOPSQFSDFOUJODSFBTFJODIBSHFTGPSTFSWJDFT*OUFSHPWFSONFOUBMSFWFOVFTJODSFBTFENBJOMZBT
BSFTVMUPGUIFSFJOTUBUFNFOUPGUIF.FEJDBJE"ENJOJTUSBUJWF.BUDIQSPHSBN JODSFBTJOHCZNJMMJPO JODSFBTFE
QSPHSBNBDUJWJUZ OBNFMZIPNFMFTTFODPVOUFST JODSFBTJOHCZNJMMJPOBOEBOFXDPOUSJCVUJPOGSPN)BSCPSWJFX
.FEJDBM $FOUFS GPS  NJMMJPO5IF CVML PG UIF JODSFBTF UP DIBSHFT GPS TFSWJDFT PDDVSSFE EVF UP UIF JODSFBTF JO
'FEFSBMMZ2VBMJGJFE)FBMUI$FOUFSTSBUFTBOEWJTJUT SFTVMUJOHJOMBSHFSSFJNCVSTFNFOUT UPUBMJOHNJMMJPO5IF'VOE
BMTP SFDFJWFE  NJMMJPO JO QSPDFFET GSPN UIF TBMF PG CVJMEJOHT OPU OFFEFE GPS PQFSBUJPOT 0WFSBMM FYQFOEJUVSFT
JODSFBTFETMJHIUMZCZNJMMJPOJOSFTQPOTFUPUIFBEEJUJPOBMTFSWJDFDPOUSBDUT TVCTUBOUJBMMZMPXFSUIBOUIFJODSFBTF
JOSFWFOVFT
1SPQSJFUBSZ'VOET5IF$PVOUZ`TQSPQSJFUBSZGVOETQSPWJEFUIFTBNFUZQFPGJOGPSNBUJPOGPVOEJOUIFHPWFSONFOU
XJEFGJOBODJBMTUBUFNFOUTGPSCVTJOFTTUZQFBDUJWJUJFT CVUJONPSFEFUBJM
"U%FDFNCFS  UIF$PVOUZ`TQSPQSJFUBSZGVOETSFQPSUFEBDPNCJOFEOFUQPTJUJPOPG NJMMJPO BOJODSFBTF
PGQFSDFOUPSNJMMJPOJODPNQBSJTPOXJUIUIFQSJPSZFBS5IF1VCMJD5SBOTQPSUBUJPO&OUFSQSJTFOFUQPTJUJPO
JODSFBTFEQFSDFOUPSNJMMJPOXIJMFUIFOFUQPTJUJPOPGUIF8BUFS2VBMJUZ&OUFSQSJTFJNQSPWFECZQFSDFOU
PSNJMMJPO
5IF1VCMJD5SBOTQPSUBUJPO&OUFSQSJTFBDDPVOUTGPSUIFPQFSBUJPOT NBJOUFOBODFBOEDBQJUBMJNQSPWFNFOUTPGUIF
$PVOUZ`TQVCMJDUSBOTQPSUBUJPOTZTUFN"UUIFFOEPG UIF1VCMJD5SBOTQPSUBUJPO&OUFSQSJTFIBEUPUBMOFUQPTJUJPO
PG NJMMJPOPGXIJDIQFSDFOUPS NJMMJPOXBTJOWFTUFEJODBQJUBMBTTFUTOFUPGBTTPDJBUFEEFCU
QFSDFOUPSNJMMJPOXBTSFTUSJDUFEGPSDBQJUBMQSPKFDUTBOEEFCUTFSWJDFXIJMFQFSDFOUPSNJMMJPOXBT
VOSFTUSJDUFE6OSFTUSJDUFEOFUQPTJUJPOJODSFBTFEGSPNUIFQSJPSZFBSCZQFSDFOUPSNJMMJPO5IFMBSHFJODSFBTF
JTEVFUPJODSFBTFTPGNJMMJPOJOTFSWJDFTDPOUSBDUT JODMVEJOH-JOLMJHIUSBJMPQFSBUJPOTBOEUSBOTJUTFSWJDFTGPSUIF
$JUZPG4FBUUMFNJMMJPOJOJOUFSHPWFSONFOUBMSFWFOVFT NBJOMZGSPNHSBOUTGSPNUIF'FEFSBM5SBOTJU"ENJOJTUSBUJPO
BOENJMMJPOJOTBMFTUBYFTGSPNJODSFBTFEDPOTVNFSTQFOEJOH
5IF8BUFS2VBMJUZ&OUFSQSJTFBDDPVOUTGPSUIFPQFSBUJPOT NBJOUFOBODF DBQJUBMJNQSPWFNFOUTBOEFYQBOTJPOPGUIF
$PVOUZ`TXBUFSQPMMVUJPODPOUSPMGBDJMJUJFT"UUIFFOEPG UIF8BUFS2VBMJUZ&OUFSQSJTFSFQPSUFEUPUBMOFUQPTJUJPO
PGNJMMJPOPGXIJDIQFSDFOUPSNJMMJPOXBTJOWFTUFEJODBQJUBMBTTFUTOFUPGUIFSFMBUFEEFCU
QFSDFOUPSNJMMJPOXBTSFTUSJDUFEGPSEFCUTFSWJDFBOESFHVMBUPSZBTTFUTBOEFOWJSPONFOUBMMJBCJMJUJFTBOEUIF
SFNBJOJOHQFSDFOUPSNJMMJPOXBTVOSFTUSJDUFE6OSFTUSJDUFEOFUQPTJUJPOJODSFBTFEGSPNUIFQSJPSZFBSCZ
QFSDFOUPSNJMMJPO NBJOMZEVFUPUIFJODSFBTFPGNJMMJPOJOOPOPQFSBUJOHSFWFOVFTGSPNGJOBMJ[BUJPO
PGBMFHBMKVEHNFOUBXBSEFE*OBEEJUJPO UIFJODSFBTFPGNJMMJPOPGTFXBHFEJTQPTBMGFFTXBTEVFUPJODSFBTFE
BDUJWJUZBOEDBQBDJUZDIBSHFT
(FOFSBM'VOE#VEHFUBSZ)JHIMJHIUT
,JOH$PVOUZCVEHFUTPOBCJFOOJBMCBTJTXJUIFBDICVEHFUQFSJPECFHJOOJOHJOBOPEEOVNCFSFEZFBS5IJTJTUIF
TFDPOEZFBSPGUIFCJFOOJVNGPS$PVOUZPQFSBUJOHGVOET5IFCJFOOJBMCVEHFUJTBUSVFNPOUICVEHFU
OPUUXPTFQBSBUFCVEHFUTFOBDUFEBUUIFTBNFUJNF
0SJHJOBM#VEHFU$PNQBSFEUP'JOBM#VEHFU5IF(FOFSBM'VOE`TGJOBMCVEHFUEJGGFSTGSPNUIFPSJHJOBMCVEHFUJOUIBU
JUSFGMFDUTBOJODSFBTFPGNJMMJPOJOVOFYQFDUFESFWFOVFTBOENJMMJPOJOFYQFOEJUVSFTEVFUPTVQQMFNFOUBM
CVEHFUBQQSPQSJBUJPOT5IFMBSHFTUJODSFBTFTUPFTUJNBUFESFWFOVFTPDDVSSFEJOJOUFSHPWFSONFOUBMSFWFOVFTBTB
SFTVMUPGFOUFSJOHJOUPBEEJUJPOBMDPOUSBDUTXJUIPUIFSHPWFSONFOUT#VEHFUBEKVTUNFOUTXFSFNBEFEVSJOHUIFZFBSUP
HFOFSBMHPWFSONFOUCZNJMMJPOQVCMJDTBGFUZCZNJMMJPONFOUBMBOEQIZTJDBMIFBMUICZNJMMJPODBQJUBM
PVUMBZCZNJMMJPOBOEUSBOTGFSTPVUCZNJMMJPO5IFNBKPSJUZPGUIFTJHOJGJDBOUJODSFBTFTUPQVCMJDTBGFUZXFSF
BSFTVMUPGJODSFBTFTJOGVMMUJNFFRVJWBMFOUTGPSUIFBEVMUBOEKVWFOJMFEFUFOUJPOQSPHSBNBOEQVCMJDEFGFOTFTFSWJDFT
BOEJODSFBTFTEVFUPUIFDPMMFDUJWFCBSHBJOJOHBHSFFNFOUCFUXFFOUIF,JOH$PVOUZ1PMJDF0GGJDFST`(VJMEBOE,JOH
$PVOUZ4IFSJGG`T0GGJDFUPJODMVEFDPTUPGMJWJOHBEKVTUNFOUTBOEDPOUSBDUSBUJGJDBUJPOCPOVTFT5IFJODSFBTFUPHFOFSBM
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HPWFSONFOUBQQSPQSJBUJPOTXFSFEVFUPTVQQMFNFOUBMTQFOEJOHGPSWBSJPVTBHFODJFT JODMVEJOH&MFDUJPOT 3FDPSET
BOE-JDFOTJOH4FSWJDFTBOE0GGJDFPG1FSGPSNBODF 4USBUFHZBOE#VEHFU
'JOBM#VEHFU$PNQBSFEUP"DUVBM3FTVMUT0WFSBMMBDUVBMSFWFOVFTJOXFSFIJHIFSUIBOCVEHFUFEBTFYQFDUFE
UPUBMJOHNJMMJPOPWFSFYQFDUBUJPOT1SPQFSUZUBYFTBSFCZGBSUIFMBSHFTUTPVSDF BDDPVOUJOHGPSQFSDFOU
$IBSHFTGPSTFSWJDFT SFUBJMTBMFTBOEVTFUBYFTBOEJOUFSHPWFSONFOUBMSFWFOVFTBSFUIFPUIFSTJHOJGJDBOUTPVSDFTPG
SFWFOVFTGPSUIF(FOFSBM'VOE XJUIQFSDFOU QFSDFOUBOEQFSDFOUPGUPUBMBDUVBMSFWFOVFT SFTQFDUJWFMZ
5IF BNPVOU SFDFJWFE GPS DIBSHFT GPS TFSWJDFT BOE JOUFSHPWFSONFOUBM SFWFOVFT BSF EFQFOEFOU PO DPSSFTQPOEJOH
TFSWJDFTQSPWJEFE UIVT XPVMEGMVDUVBUFXJUIUIFBQQMJDBCMFQSPHSBNTBOETFSWJDFTPGGFSFE3FUBJMTBMFTBOEVTFUBYFT
QSPWJEFUIFNPTUPQQPSUVOJUZGPSHSPXUI BTJUJTEFQFOEFOUPOJODSFBTFETQFOEJOH XIJDIJODSFBTFTXJUIDPOTVNFS
DPOGJEFODF
4MVHHJTISFWFOVFHSPXUIXJMMCFUIFQSFWBMFOUQBUUFSOGPSUIF(FOFSBM'VOEBTJUDPOUJOVFTUPGBDFUIFDIBMMFOHFTPG
TUBUFJNQPTFEMJNJUBUJPOTPOMPDBMQSPQFSUZUBYSFWFOVFT$BQQJOHQSPQFSUZUBYSFWFOVFHSPXUITPGBSCFMPXUIFSBUF
PGJOGMBUJPOBOEQPQVMBUJPOHSPXUI UZQJDBMMZQFSDFOUQFSZFBS IBTMFEUPDPOUJOVFESFEVDUJPOTJO(FOFSBM'VOE
BOEPUIFSDPVOUZTFSWJDFT EFTQJUFTJHOJGJDBOUFGGJDJFODJFTBDIJFWFEJOSFDFOUZFBST5IFJNQSPWFEMPDBMFDPOPNZBOE
DPOTVNFSDPOGJEFODFIBTUIFQPUFOUJBMUPCPPTU(FOFSBM'VOESFWFOVFTJOGVUVSFZFBST BTUIFTFSFTPVSDFTIBWFGFXFS
MJNJUBUJPOTPOUIFBNPVOUUIBUNBZCFFBSOFEBOEPOIPXUIFZBSFTQFOU
5IFBDUVBMCVEHFUBSZCBTJTFYQFOEJUVSFTXFSFNJMMJPOMFTTUIBOUIFGJOBMBQQSPQSJBUJPO1VCMJDTBGFUZBOEHFOFSBM
HPWFSONFOU BQQSPQSJBUJPOT DPNQSJTF UIF NBKPSJUZ PG UPUBM BDUVBM FYQFOEJUVSFT BU  QFSDFOU BOE  QFSDFOU
SFTQFDUJWFMZ
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,JOH$PVOUZ 8BTIJOHUPO

/PUF

4VNNBSZPG4JHOJGJDBOU"DDPVOUJOH1PMJDJFT
%FTDSJQUJPOPG(PWFSONFOUXJEF'JOBODJBM4UBUFNFOUT
5IF HPWFSONFOUXJEF GJOBODJBM TUBUFNFOUT UIF 4UBUFNFOU PG /FU 1PTJUJPO BOE UIF 4UBUFNFOU PG"DUJWJUJFT  SFQPSU
JOGPSNBUJPOPOBMMPGUIFOPOGJEVDJBSZBDUJWJUJFTPGUIFQSJNBSZHPWFSONFOUBOEJUTDPNQPOFOUVOJUT"MMGJEVDJBSZBDUJWJUJFT
BSFSFQPSUFEPOMZJOUIFGVOEGJOBODJBMTUBUFNFOUT(PWFSONFOUBMBDUJWJUJFT XIJDIOPSNBMMZBSFTVQQPSUFECZUBYFT
JOUFSHPWFSONFOUBM SFWFOVFT BOE PUIFS OPOFYDIBOHF USBOTBDUJPOT  BSF SFQPSUFE TFQBSBUFMZ GSPN CVTJOFTTUZQF
BDUJWJUJFT XIJDISFMZUPBTJHOJGJDBOUFYUFOUPOGFFTBOEDIBSHFTUPFYUFSOBMDVTUPNFSTGPSTVQQPSU-JLFXJTF UIFQSJNBSZ
HPWFSONFOUJTSFQPSUFETFQBSBUFMZGSPNDFSUBJOMFHBMMZTFQBSBUFDPNQPOFOUVOJUTGPSXIJDIUIFQSJNBSZHPWFSONFOU
JTGJOBODJBMMZBDDPVOUBCMF
3FQPSUJOH&OUJUZ
,JOH$PVOUZXBTGPVOEFEJOBOEPQFSBUFTVOEFSB)PNF3VMF$IBSUFSUIBUXBTBEPQUFECZBWPUFPG$PVOUZ
DJUJ[FOTJOBOEXIJDIFTUBCMJTIFEBOFYFDVUJWFDPVODJMGPSNPGHPWFSONFOU$JUJ[FOTFMFDUUIF$PVOUZ&YFDVUJWF
UPBGPVSZFBS GVMMUJNFUFSNBOEUIFOJOFNFNCFSDPVODJMCZEJTUSJDUUPTUBHHFSFEGPVSZFBSUFSNT5IFBDDPNQBOZJOH
GJOBODJBMTUBUFNFOUTQSFTFOUUIFHPWFSONFOUBOEJUTDPNQPOFOUVOJUT FOUJUJFTGPSXIJDIUIFHPWFSONFOUJTDPOTJEFSFE
UPCFGJOBODJBMMZBDDPVOUBCMF#MFOEFEDPNQPOFOUVOJUTBSF JOTVCTUBODF QBSUPGUIFQSJNBSZHPWFSONFOU`TPQFSBUJPOT
FWFOUIPVHIUIFZBSFMFHBMMZTFQBSBUFFOUJUJFT5IVT CMFOEFEDPNQPOFOUVOJUTBSFBQQSPQSJBUFMZQSFTFOUFEBTGVOET
PGUIFQSJNBSZHPWFSONFOU%JTDSFUFMZQSFTFOUFEDPNQPOFOUVOJUTBSFSFQPSUFEJOBTFQBSBUFDPMVNOJOUIFHPWFSONFOU
XJEFGJOBODJBMTUBUFNFOUTUPFNQIBTJ[FUIBUUIFZBSFMFHBMMZTFQBSBUFGSPNUIFHPWFSONFOU
#MFOEFE$PNQPOFOU6OJUT
,JOH$PVOUZ'MPPE$POUSPM;POF%JTUSJDU '$;%
,JOH$PVOUZ'MPPE$POUSPM;POF%JTUSJDUXBTDSFBUFEVOEFSUIFBVUIPSJUZPGDIBQUFS3$8UPNBOBHF QMBOBOE
DPOTUSVDUGMPPEDPOUSPMGBDJMJUJFTXJUIJOEJTUSJDUCPVOEBSJFT#ZTUBUVUF UIF,JOH$PVOUZ$PVODJMTFSWFTBTUIF#PBSEPG
4VQFSWJTPSTGPS'$;%
'$;%JTBDPNQPOFOUVOJUPGUIF$PVOUZGPSUIFGPMMPXJOHSFBTPOT  JUJTBMFHBMMZTFQBSBUFFOUJUZFTUBCMJTIFEBTB
RVBTJNVOJDJQBMDPSQPSBUJPOBOEJOEFQFOEFOUUBYJOHBVUIPSJUZ  ,JOH$PVOUZBQQPJOUTUIFWPUJOHNBKPSJUZPG'$;%
CPBSECFDBVTFUIF$PVOUZ$PVODJMNFNCFSTBSFUIFFYPGGJDJPTVQFSWJTPSTPGUIFEJTUSJDUBOE  UIF$PVOUZDBOJNQPTF
JUTXJMMPO'$;%'$;%GJOBODJBMQSFTFOUBUJPOJTBTBCMFOEFEDPNQPOFOUVOJUCFDBVTFUIFUXPHPWFSOJOHCPBSETBSF
TVCTUBOUJWFMZUIFTBNFBOEUIFSFJTBGJOBODJBMCFOFGJUSFMBUJPOTIJQCFUXFFOUIF$PVOUZBOE'$;%'$;%DPOUSBDUT
XJUI,JOH$PVOUZ%FQBSUNFOUPG/BUVSBM3FTPVSDFTBOE1BSLTGPSGMPPEDPOUSPMQSPKFDUTBOEQSPHSBNT%VSJOH
'$;%SFJNCVSTFEUIF$PVOUZNJMMJPOGPSTVDIQSPKFDUTBOEQSPHSBNT
'$;%JTTVFTJUTPXOGJOBODJBMTUBUFNFOUT XIJDIBSFBVEJUFECZUIF4UBUF"VEJUPST0GGJDF'JOBODJBMTUBUFNFOUTPG
'$;% BSF JODMVEFE JO /PONBKPS 4QFDJBM 3FWFOVF 'VOET JO UIF (PWFSONFOUBM 'VOET TFDUJPO PG UIJT $"'3
*OEFQFOEFOUMZBVEJUFETUBUFNFOUTGPSUIF'$;%DBOCFPCUBJOFEGSPN'SBODJT$PNQBOZ 1--$ %FYUFS"WF/
4VJUF 4FBUUMF 8"
#VJMEJOH%FWFMPQNFOUBOE.BOBHFNFOU$PSQPSBUJPOT
,JOH$PVOUZIBTQSPKFDUMFBTFBHSFFNFOUTXJUIUXP8BTIJOHUPOTUBUFOPOQSPGJUDPSQPSBUJPOT FBDIBTJOHMFQVSQPTF
FOUJUZDSFBUFEUPGBDJMJUBUFUIFEFWFMPQNFOUBOEDPOTUSVDUJPOPGQBSUJDVMBSQVCMJDCVJMEJOHT&BDIBHSFFNFOUQSPWJEFE
GPSUIFEFTJHOBOEDPOTUSVDUJPOPGBTQFDJGJDCVJMEJOHGJOBODFEQSJNBSJMZXJUIUBYFYFNQUCPOETJTTVFEPOCFIBMGPGUIF
$PVOUZCZFBDIPGUIFDPSQPSBUJPOTJOBDDPSEBODFXJUI*343FWFOVF3VMJOHBOE3FWFOVF1SPDFEVSF
6OEFSUIFBHSFFNFOUT UIFCVJMEJOHTBSFMFBTFECZUIF$PVOUZGSPNUIFOPOQSPGJUDPSQPSBUJPOTXJUIHVBSBOUFFENPOUIMZ
SFOUQBZNFOUTUISPVHIPVUUIFUFSNPGUIFMFBTFPSVOUJMUIFCPOETBSFGVMMZSFUJSFE BGUFSXIJDIPXOFSTIJQUSBOTGFSTUP
UIF$PVOUZ*O ,JOH$PVOUZNBEFMFBTFQBZNFOUTPGNJMMJPOGPSUIF,JOH4USFFU$FOUFSCVJMEJOHBOE
NJMMJPOGPSUIF/JOUIBOE+FGGFSTPOCVJMEJOH
5IFTFOPOQSPGJUDPSQPSBUJPOTBSFSFDPHOJ[FEBTDPNQPOFOUVOJUTPGUIF$PVOUZ"MUIPVHIUIFZIBWFJOEFQFOEFOUMZ
BQQPJOUFECPBSET UIFOBUVSFBOETJHOJGJDBODFPGUIFJSSFMBUJPOTIJQTXJUIUIF$PVOUZ`TQSJNBSZHPWFSONFOUBSFTVDI
/PUFTUPUIF'JOBODJBM4UBUFNFOUT

,JOH$PVOUZ 8BTIJOHUPO

UIBUUIFJSFYDMVTJPOXPVMEDBVTFUIF,JOH$PVOUZSFQPSUJOHFOUJUZ`TGJOBODJBMTUBUFNFOUTUPCFNJTMFBEJOHPSJODPNQMFUF
#FDBVTFUIFZQSPWJEFTFSWJDFTFYDMVTJWFMZUPUIF$PVOUZ UIFTFDPSQPSBUJPOTBSFSFQPSUFEVTJOHUIFCMFOEFENFUIPE
"TJOHMFJOUFSOBMTFSWJDFGVOE UIF#VJMEJOH%FWFMPQNFOUBOE.BOBHFNFOU$PSQPSBUJPOT'VOE JTVTFEUPSFQPSUUIF
DPNCJOFEBDUJWJUJFTPGUIFDPSQPSBUJPOT
5IFOPOQSPGJUDPSQPSBUJPOTBOEUIFSFMBUFECVJMEJOHTVOEFSUIFJSNBOBHFNFOUJODMVEF  $%1,JOH$PVOUZ***GPSUIF
,JOH4USFFU$FOUFSCVJMEJOHBOE  /+#1SPQFSUJFTGPSUIF/JOUIBOE+FGGFSTPO#VJMEJOH4FQBSBUFMZJTTVFEBOEBVEJUFE
GJOBODJBMTUBUFNFOUTGPSUIFCMFOEFEOPOQSPGJUTNBZCFPCUBJOFEGSPNUIF/BUJPOBM%FWFMPQNFOU$PVODJM 5IJSE
"WFOVF 4VJUF 4FBUUMF 8"
$PNQPOFOU6OJUTe%JTDSFUFMZ1SFTFOUFE
)BSCPSWJFX.FEJDBM$FOUFS ).$
)BSCPSWJFX .FEJDBM $FOUFS ).$  B  MJDFOTFECFE IPTQJUBM XJUI FYUFOTJWF BNCVMBUPSZ TFSWJDFT  JT MPDBUFE JO
4FBUUMF 8BTIJOHUPOBOEJTNBOBHFECZUIF6OJWFSTJUZPG8BTIJOHUPO 68 
5IF).$#PBSEPG5SVTUFFTJTBQQPJOUFECZUIF$PVOUZ&YFDVUJWF5IF$PVOUZ`TEJSFDUPSPG'JOBODFBOE#VTJOFTT
0QFSBUJPOT%JWJTJPOJTUIF5SFBTVSFSPG).$5IFNBOBHFNFOUDPOUSBDUCFUXFFOUIF).$#PBSEPG5SVTUFFTBOEUIF
68#PBSEPG3FHFOUTSFDPHOJ[FTUIF5SVTUFFTEFTJSFUPNBJOUBJO).$BTBNFBOTPGNFFUJOH,JOH$PVOUZ`TPCMJHBUJPO
UPQSPWJEFUIFDPNNVOJUZXJUIBSFTPVSDFGPSIFBMUITFSWJDFT BOE68TEFTJSFUIBU).$CFNBJOUBJOFEBTBDPOUJOVJOH
SFTPVSDFGPSNFEJDBMFEVDBUJPO USBJOJOH BOESFTFBSDI5IFHFOFSBMDPOEJUJPOTPGUIFNBOBHFNFOUDPOUSBDUTQFDJGZ
UIBU,JOH$PVOUZSFUBJOTUJUMFUPBMMSFBMBOEQFSTPOBMQSPQFSUZBDRVJSFEGPS,JOH$PVOUZXJUI).$DBQJUBMPSPQFSBUJOH
GVOET
5IF5SVTUFFTEFUFSNJOFNBKPSJOTUJUVUJPOBMQPMJDJFTBOESFUBJODPOUSPMPGQSPHSBNTBOEGJTDBMNBUUFST5IF5SVTUFFT
BHSFFUPTFDVSF68TSFDPNNFOEBUJPOTPOBOZDIBOHFTUPUIFBCPWF5IF5SVTUFFTBSFBDDPVOUBCMFUPUIFQVCMJD
BOE,JOH$PVOUZGPSBMMGJOBODJBMBTQFDUTPG).$TPQFSBUJPOBOEBHSFFUPNBJOUBJOBGJTDBMQPMJDZUIBULFFQTUIF
PQFSBUJOHQSPHSBNBOEFYQFOEJUVSFTPG).$XJUIJOUIFMJNJUTPGPQFSBUJOHJODPNF
).$JTBDPNQPOFOUVOJUPGUIF$PVOUZGPSUIFGPMMPXJOHSFBTPOT  JUQPTTFTTFTEFGBDUPDPSQPSBUFQPXFSTFWJEFOU
GSPNUIF68NBOBHFNFOUBHSFFNFOU  UIF$PVOUZ&YFDVUJWFBQQPJOUT).$T#PBSEPG5SVTUFFT XIPNBZCF
SFNPWFEPOMZGPSTUBUVUPSJMZEFGJOFEDBVTFTBOE  ).$DSFBUFTBGJOBODJBMCVSEFOPOUIF$PVOUZCFDBVTFUIF$PVOUZ
JTSFTQPOTJCMFGPSUIFJTTVBODFBOESFQBZNFOUPGBMMHFOFSBMPCMJHBUJPOCPOETGPS).$DBQJUBMJNQSPWFNFOUT
).$ JT SFQPSUFE JO UIF $PVOUZ`T $"'3 VTJOH UIF EJTDSFUF QSFTFOUBUJPO NFUIPE CFDBVTF UIF $PVOUZ BOE ).$T
HPWFSOJOHCPBSETBSFOPUTVCTUBOUJWFMZUIFTBNFBOEUIFIPTQJUBMEPFTOPUQSPWJEFTFSWJDFTTPMFMZUP,JOH$PVOUZ
5IFQSJNBSZDMBTTJGJDBUJPOPG).$JTUIBUPGBDPNQPOFOUVOJU IPXFWFS UIF$PVOUZJTUIFJTTVFSPG).$THFOFSBM
PCMJHBUJPOCPOET/PUF-JBCJMJUJFTSFQPSUTPOBMMUIFHFOFSBMPCMJHBUJPOCPOETJTTVFECZUIF$PVOUZBTPG%FDFNCFS
  JODMVEJOHCPOETSFQPSUFECZ).$BTPG+VOF 
).$IJSFTJOEFQFOEFOUBVEJUPSTBOEQSFQBSFTJUTPXOGJOBODJBMTUBUFNFOUT5IFTFTUBUFNFOUTNBZCFPCUBJOFEGSPN
UIF'JOBODF4FDUJPOPGUIF)BSCPSWJFX.FEJDBM$FOUFS #PY /JOUI"WF 4FBUUMF 8BTIJOHUPO 
$VMUVSBM%FWFMPQNFOU"VUIPSJUZPG,JOH$PVOUZ $%" EPJOHCVTJOFTTBT$VMUVSF
$VMUVSBM%FWFMPQNFOU"VUIPSJUZPG,JOH$PVOUZ $%" JTBQVCMJDBVUIPSJUZPSHBOJ[FEQVSTVBOUUP3FWJTFE$PEFPG
8BTIJOHUPO 3$8 UISPVHIBOE,JOH$PVOUZ0SEJOBODF$%"DPNNFODFEPQFSBUJPOT
PO+BOVBSZ BOECFHBOEPJOHCVTJOFTTBT$VMUVSFPO"QSJM $%"PQFSBUFTBTBDPSQPSBUJPOGPSQVCMJD
QVSQPTFTBOEXBTDSFBUFEUPTVQQPSU BEWPDBUFGPS BOEQSFTFSWFUIFDVMUVSBMSFTPVSDFTPGUIFSFHJPOJOBNBOOFSUIBU
GPTUFSTFYDFMMFODF WJUBMJUZ BOEEJWFSTJUZ
$%"JTMPDBUFEJO4FBUUMF 8BTIJOHUPO BOEJTHPWFSOFECZBNFNCFSCPBSEPGEJSFDUPSTBOEGJWFFYPGGJDJPNFNCFST
5IFEJSFDUPSTBSFBQQPJOUFECZUIF$PVOUZ&YFDVUJWFBOEDPOGJSNFECZUIF$PVOUZ$PVODJM$%"SFDFJWFTGVOETGSPN
,JOH$PVOUZUISPVHIUIF1VCMJD"SU1SPHSBNXIFSFPOFQFSDFOUPGDFSUBJO$PVOUZDPOTUSVDUJPOQSPKFDUCVEHFUTBSF
BMMPDBUFEUP$%"UPCFVTFEJOQSPWJEJOHBSUXPSLJO$PVOUZQVCMJDTQBDFT'PS UIF$%"JTBVUIPSJ[FEUP
TQFOEBOFOEPXNFOUUIBUXBTTFUBTJEFJOQSJPSZFBSTGSPNBQPSUJPOPGUIF,JOH$PVOUZMPEHJOHUBYSFDFJQUT

/PUFTUPUIF'JOBODJBM4UBUFNFOUT

,JOH$PVOUZ 8BTIJOHUPO

$%"JTBDPNQPOFOUVOJUPGUIF$PVOUZGPSUIFGPMMPXJOHSFBTPOT  JUJTBTFQBSBUFMFHBMFOUJUZ  $%"`TCPBSEPG
EJSFDUPSTJTBQQPJOUFECZUIF$PVOUZ&YFDVUJWF GSPNBOPOSFTUSJDUJWFQPPMPGDBOEJEBUFT BOEDPOGJSNFECZUIF$PVOUZ
$PVODJMBOE  UIF$PVOUZJTBCMFUPJNQPTFJUTXJMMPO$%" GPSFYBNQMF UIF$PVOUZIBTUIFQPXFSUPSFNPWFB
EJSFDUPSGSPNUIF$%"CPBSEBOEUIFQPXFSUPEJTTPMWF$%"$%"`TGJOBODJBMQSFTFOUBUJPOJTBTBEJTDSFUFDPNQPOFOU
VOJU CFDBVTF UIF $PVOUZ BOE $%"`T HPWFSOJOH CPEJFT BSF OPU TVCTUBOUJWFMZ UIF TBNF BOE $%" EPFT OPU QSPWJEF
TFSWJDFTTPMFMZUP,JOH$PVOUZHPWFSONFOU
$%" SFQPSUT PO B GJTDBM ZFBSFOE DPOTJTUFOU XJUI UIF ,JOH $PVOUZ QSJNBSZ HPWFSONFOU *U JTTVFT JUT PXO GJOBODJBM
TUBUFNFOUT XIJDIBSFBVEJUFECZUIF4UBUF"VEJUPS`T0GGJDF5IFTFTUBUFNFOUTNBZCFPCUBJOFEGSPN$%"BU$VMUVSF
1SFGPOUBJOF1MBDF4PVUI 4FBUUMF 8BTIJOHUPO
+PJOU7FOUVSF
4FBUUMF,JOH$PVOUZ8PSLGPSDF%FWFMPQNFOU$PVODJM 8%$ JTBKPJOUWFOUVSFCFUXFFO,JOH$PVOUZBOEUIF$JUZPG
4FBUUMF*UXBTFTUBCMJTIFEBTBOPOQSPGJUDPSQPSBUJPOJOUIF4UBUFPG8BTIJOHUPOPO+VMZ  BTBVUIPSJ[FEVOEFS
UIF8PSLGPSDF*OWFTUNFOU"DUPG*UGVODUJPOTBTUIF6OJUFE4UBUFT%FQBSUNFOUPG-BCPSQBTTUISPVHIBHFODZUP
SFDFJWFUIFFNQMPZNFOUBOEUSBJOJOHGVOETGPSUIF4FBUUMF,JOH$PVOUZBSFB5IF,JOH$PVOUZ&YFDVUJWFBOEUIF.BZPS
PGUIF$JUZPG4FBUUMF TFSWJOHBTUIFDIJFGFMFDUFEPGGJDJBMTPGUIFMPDBMBSFB IBWFUIFKPJOUQPXFSUPBQQPJOUUIFNFNCFST
PGUIF8%$CPBSEPGEJSFDUPSTBOEUIFKPJOUSFTQPOTJCJMJUZGPSBENJOJTUSBUJWFPWFSTJHIU"OPOHPJOHGJOBODJBMSFTQPOTJCJMJUZ
FYJTUTCFDBVTFPGUIFQPUFOUJBMGPSMJBCJMJUZUPHSBOUPSTPWFSEJTBMMPXFEDPTUT*GFYQFOEJUVSFTPGGVOETBSFEJTBMMPXFE
CZBHSBOUPSBHFODZ 8%$DBOSFDPWFSUIFGVOETGSPN JOPSEFS   UIFBHFODZDSFBUJOHUIFMJBCJMJUZ  UIFJOTVSBODF
DBSSJFS  GVUVSFQSPHSBNZFBSTBOE  BTBGJOBMSFDPVSTF GSPN,JOH$PVOUZBOE$JUZPG4FBUUMF FBDISFTQPOTJCMF
GPSPOFIBMGPGUIFEJTBMMPXFEBNPVOU"TPG%FDFNCFS  UIFSFBSFOPPVUTUBOEJOHQSPHSBNFMJHJCJMJUZJTTVFT
UIBUNJHIUMFBEUPBMJBCJMJUZPOUIFQBSUPG,JOH$PVOUZ
8%$DPOUSBDUTXJUI,JOH$PVOUZUPQSPWJEFQSPHSBNTSFMBUFEUPEJTMPDBUFEXPSLFSTBOEXPSLGPSDFDFOUFST'PS
UIF8%$SFJNCVSTFE,JOH$PVOUZBQQSPYJNBUFMZNJMMJPOGPSUIF&NQMPZNFOUBOE&EVDBUJPO3FTPVSDF1SPHSBN
JOFMJHJCMFQSPHSBNDPTUT,JOH$PVOUZIBTBUIPVTBOEFRVJUZJOUFSFTUJOUIF8%$
4FQBSBUFMZJTTVFEBOEJOEFQFOEFOUMZBVEJUFEGJOBODJBMTUBUFNFOUTNBZCFPCUBJOFEGSPNUIF8PSLGPSDF%FWFMPQNFOU
$PVODJM 8FTUFSO"WFOVF 4VJUF 4FBUUMF 8BTIJOHUPO
+PJOUMZ(PWFSOFE0SHBOJ[BUJPO
5IF8BTIJOHUPO4UBUF$POWFOUJPO$FOUFS1VCMJD'BDJMJUJFT%JTUSJDU 84$$ XBTDSFBUFEJO+VMZUPBDRVJSF PXO
BOEPQFSBUFUIFDPOWFOUJPOBOEUSBEFDFOUFSUSBOTGFSSFEGSPNBQVCMJDOPOQSPGJUDPSQPSBUJPOUIBUPXOFEUIFPSJHJOBM
84$$5IF%JTUSJDU`TCPBSEPGEJSFDUPSTDPOTJTUTPGUIPTFOJOFEJSFDUPSTXIPTFSWFEBUUIFUJNFPGUIF%JTUSJDU`TDSFBUJPO
'PMMPXJOHUIFFYQJSBUJPOPGUIFUFSNTPGUIFJOJUJBMCPBSE UISFFNFNCFSTXJMMCFOPNJOBUFECZUIF$PVOUZ&YFDVUJWF
TVCKFDUUPDPOGJSNBUJPOCZUIF$PVOUZ$PVODJM UISFFNFNCFSTXJMMCFOPNJOBUFECZUIF$JUZPG4FBUUMF BOEUISFF
NFNCFSTXJMMCFBQQPJOUFECZUIF8BTIJOHUPOTUBUFHPWFSOPS#FDBVTFUIFSFJTFRVBMSFQSFTFOUBUJPOJOUIFHPWFSOBODF
PGUIF%JTUSJDUBNPOHUIFUXPMPDBMHPWFSONFOUTBOEUIF4UBUF BOEUIFQBSUJDJQBOUHPWFSONFOUTEPOPUSFUBJOBOZ
POHPJOHGJOBODJBMJOUFSFTUOPSBOZPOHPJOHGJOBODJBMSFTQPOTJCJMJUZ UIF84$$JTBKPJOUMZHPWFSOFEPSHBOJ[BUJPO
3FMBUFE0SHBOJ[BUJPOT
5IFSFBSFGPVSTFQBSBUFFOUJUJFTGPSXIJDIUIF$PVOUZJTBDDPVOUBCMF CVUJTOPUGJOBODJBMMZBDDPVOUBCMF5IFTFSFMBUFE
PSHBOJ[BUJPOTBSF,JOH$PVOUZ-JCSBSZ4ZTUFN ,$-4 -JCSBSZ$BQJUBM'BDJMJUZ%JTUSJDU -$'% ,JOH$PVOUZ)PVTJOH
"VUIPSJUZ ,$)" BOE8BTIJOHUPO4UBUF.BKPS-FBHVF#BTFCBMM1VCMJD'BDJMJUJFT%JTUSJDU 1'% 5IF$PVOUZ$PVODJM
BQQPJOUTBNBKPSJUZPGUIFCPBSEPG,$-4 ,$)"BOE1'%BOE TFMFDUFE$PVODJMNFNCFSTNBLFVQUIFUISFFNFNCFS
CPBSEPG-$'%5IFSFJTOPFWJEFODFUIBUUIF$PVOUZ$PVODJMDBOJOGMVFODFUIFQSPHSBNTBOEBDUJWJUJFTPGUIFTFGPVS
PSHBOJ[BUJPOTPSUIBUUIFZDSFBUFBTJHOJGJDBOUGJOBODJBMCFOFGJUPSCVSEFOUPUIF$PVOUZ
5IF$PVOUZTFSWFTBTUIFUSFBTVSFSGPS,$-4 -$'%BOE1'%QSPWJEJOHTFSWJDFTTVDIBTUBYDPMMFDUJPOBOEXBSSBOU
JTTVBODF%VFUPUIJTGJEVDJBSZSFMBUJPOTIJQ UIFTFEJTUSJDUTBSFSFQPSUFEBTBHFODZGVOETUPEJTUJOHVJTIUIFNGSPN$PVOUZ
GVOET

/PUFTUPUIF'JOBODJBM4UBUFNFOUT

,JOH$PVOUZ 8BTIJOHUPO

#BTJTPG1SFTFOUBUJPO(PWFSONFOUXJEF'JOBODJBM4UBUFNFOUT
8IJMFTFQBSBUFHPWFSONFOUXJEFBOEGVOEGJOBODJBMTUBUFNFOUTBSFQSFTFOUFE UIFZBSFJOUFSSFMBUFE5IFHPWFSONFOUBM
BDUJWJUJFTDPMVNOJODPSQPSBUFTEBUBGSPNHPWFSONFOUBMGVOETBOEJOUFSOBMTFSWJDFGVOETUIBUCFOFGJUUIFHPWFSONFOUBM
BDUJWJUJFT XIJMFCVTJOFTTUZQFBDUJWJUJFTJODPSQPSBUFEBUBGSPNUIFHPWFSONFOU`TFOUFSQSJTFGVOETBOEJOUFSOBMTFSWJDF
GVOE UIBU CFOFGJU UIF CVTJOFTTUZQF BDUJWJUJFT 4FQBSBUF GJOBODJBM TUBUFNFOUT BSF QSPWJEFE GPS HPWFSONFOUBM GVOET
QSPQSJFUBSZ GVOET BOE GJEVDJBSZ GVOET  FWFO UIPVHI UIF MBUUFS BSF FYDMVEFE GSPN UIF HPWFSONFOUXJEF GJOBODJBM
TUBUFNFOUT
"TEJTDVTTFEFBSMJFS UIFHPWFSONFOUIBTUXPEJTDSFUFMZQSFTFOUFEDPNQPOFOUVOJUT8IJMFOFJUIFS).$OPS$%"BSF
DPOTJEFSFEUPCFBNBKPSDPNQPOFOUVOJU UIFZBSFOFWFSUIFMFTTTIPXOJOTFQBSBUFDPMVNOTJOUIFHPWFSONFOUXJEF
GJOBODJBMTUBUFNFOUT
"TBHFOFSBMSVMF UIFFGGFDUPGJOUFSGVOEBDUJWJUZIBTCFFOFMJNJOBUFEGSPNUIFHPWFSONFOUXJEFGJOBODJBMTUBUFNFOUT
&YDFQUJPOTUPUIJTHFOFSBMSVMFJODMVEFQBZNFOUTGPSTFSWJDFTQSPWJEFEBOEPUIFSDIBSHFTCFUXFFOUIFHPWFSONFOU`T
XBUFSBOEUSBOTJUGVODUJPOTBOEWBSJPVTPUIFSGVODUJPOTPGUIFHPWFSONFOU&MJNJOBUJPOPGUIFTFDIBSHFTXPVMENJTTUBUF
UIFEJSFDUDPTUTPGUIFQVSDIBTJOHGVODUJPOBOEUIFQSPHSBNSFWFOVFTPGUIFTFMMJOHGVODUJPO
).$IBTB+VOFGJTDBMZFBSFOE EJGGFSJOHGSPNUIF$PVOUZ`T%FDFNCFSGJTDBMZFBSFOE5IF$PVOUZSFQPSUT
).$`TGJOBODJBMSFTVMUTBTPG+VOFJOUIFGJOBODJBMTUBUFNFOUT5IFSFJTOPNBUFSJBMFGGFDUPOUIFCBMBODFT USBOTBDUJPOT
BOEJOUFSGVOEBDUJWJUZSFQPSUFEGPSUIFQFSJPE BTBSFTVMUPGUIFEJTQBSJUZJOSFQPSUJOHQFSJPE
#BTJTPG1SFTFOUBUJPOa'VOE'JOBODJBM4UBUFNFOUT
5IF GVOE GJOBODJBM TUBUFNFOUT QSPWJEF JOGPSNBUJPO BCPVU UIF HPWFSONFOU`T GVOET  JODMVEJOH JUT GJEVDJBSZ GVOET BOE
CMFOEFEDPNQPOFOUVOJUT4FQBSBUFGJOBODJBMTUBUFNFOUTBSFQSPWJEFEGPSFBDIGVOEDBUFHPSZeHPWFSONFOUBMGVOET
QSPQSJFUBSZGVOETBOEGJEVDJBSZGVOET(PWFSONFOUBMGVOETBSFSFQPSUFECZNJTTJPO XIJDIDPSSFTQPOETUPUIF$PVOUZ`T
TUSBUFHJDQMBO1SPQSJFUBSZGVOETBSFSFQPSUFECZJOEJWJEVBMGVOET5IFFNQIBTJTPGGVOEGJOBODJBMTUBUFNFOUTJTPO
NBKPS HPWFSONFOUBM BOE FOUFSQSJTF GVOET  FBDI EJTQMBZFE JO B TFQBSBUF DPMVNO"MM SFNBJOJOH HPWFSONFOUBM BOE
FOUFSQSJTFGVOETBSFBHHSFHBUFEBOESFQPSUFEBTOPONBKPSGVOET.BKPSJOEJWJEVBMHPWFSONFOUBMBOEFOUFSQSJTFGVOET
BSFSFQPSUFEBTTFQBSBUFDPMVNOTJOUIFGVOEGJOBODJBMTUBUFNFOUT
.BKPS(PWFSONFOUBM'VOET
5IF$PVOUZSFQPSUTUIFGPMMPXJOHNBKPSHPWFSONFOUBMGVOET
5IF(FOFSBM'VOEJTUIFHPWFSONFOU`TQSJNBSZPQFSBUJOHGVOE*UBDDPVOUTGPSBMMGJOBODJBMSFTPVSDFTPGUIFHFOFSBM
HPWFSONFOUFYDFQUUIPTFSFRVJSFEUPCFBDDPVOUFEGPSJOBOPUIFSGVOE
5IF)FBMUI'VOEJTUIFHPWFSONFOU`TTVNNBSZGVOEUIBUBDDPVOUTGPSIFBMUISFMBUFEBDUJWJUJFTGPSSFTJEFOUTBOEUIF
HFOFSBMQVCMJD*UDPOTJTUTPGUISFFGVOET#FIBWJPSBM)FBMUI'VOE 1VCMJD)FBMUI'VOEBOE&OWJSPONFOUBM)FBMUI'VOE
5IF#FIBWJPSBM)FBMUI'VOEJTQBSUPGUIF,JOH$PVOUZ.FOUBM)FBMUI3FHJPOBM4VQQPSU/FUXPSLBOEQSPWJEFTGPSUIF
PQFSBUJPOT PG UIF JOWPMVOUBSZ USFBUNFOU QSPHSBN  UIF QSPWJTJPO PG NFOUBM IFBMUI TFSWJDFT GPS DIJMESFO BOE BEVMUT
DPNNVOJUZTFSWJDFTGPSUIFTFJOEJWJEVBMTBOEDSJNJOBMKVTUJDFSFMBUFEQSPHSBNTUPSFEVDFKBJMQPQVMBUJPOT*UTNBJO
TPVSDFTPGGVOEJOHBSFGFEFSBMBOETUBUFHSBOUT DIBSHFTGPSTFSWJDFTBOEQSPQFSUZUBYFT5IF1VCMJD)FBMUI'VOE
BDDPVOUTGPSQVCMJDIFBMUIQSPHSBNT*UTVQQPSUTDMJOJDBMIFBMUITFSWJDFTQSJNBSZDBSFBTTVSBODF NBOBHFNFOUBOE
CVTJOFTTQSBDUJDFBOEUBSHFUFEDPNNVOJUZIFBMUITFSWJDFT*UTNBJOTPVSDFTPGGVOEJOHBSFGFEFSBMBOETUBUFHSBOUT
DIBSHFT GPS TFSWJDFT BOE QSJWBUF HSBOU TPVSDFT5IF &OWJSPONFOUBM )FBMUI 'VOE BDDPVOUT GPS BDUJWJUJFT SFMBUFE UP
QPQVMBUJPOBOEFOWJSPONFOUBMTBGFUZTVDIBTGPPEBOEEJTFBTFPVUCSFBLQSFWFOUJPO*UTNBJOTPVSDFTPGGVOEJOHBSF
MJDFOTFBOEQFSNJUGFFTBOEDIBSHFTGPSTFSWJDFT
.BKPS&OUFSQSJTF'VOET
5IF$PVOUZSFQPSUTUIFGPMMPXJOHNBKPSFOUFSQSJTFGVOET
5IF1VCMJD5SBOTQPSUBUJPO&OUFSQSJTFBDDPVOUTGPSUIFPQFSBUJPOT NBJOUFOBODF DBQJUBMJNQSPWFNFOUTBOEFYQBOTJPO
PGQVCMJDUSBOTQPSUBUJPOGBDJMJUJFTJO,JOH$PVOUZVOEFSUIF,JOH$PVOUZ.FUSP5SBOTJU%JWJTJPO1SJNBSZSFWFOVFTPVSDFT
JODMVEFTBMFTUBYBOEQBTTFOHFSTFSWJDFGFFT$POTUSVDUJPOBOEGMFFUSFQMBDFNFOUBSFGVOEFEUISPVHITBMFTUBYFT
CPOETBOEGFEFSBMHSBOUT
/PUFTUPUIF'JOBODJBM4UBUFNFOUT

,JOH$PVOUZ 8BTIJOHUPO

5IF8BUFS2VBMJUZ&OUFSQSJTFBDDPVOUTGPSUIFPQFSBUJPOT DBQJUBMJNQSPWFNFOUT BOENBJOUFOBODFPGUIF$PVOUZ`T
XBUFSQPMMVUJPODPOUSPMGBDJMJUJFT5IFFOUFSQSJTFIBTUISFFMBSHFUSFBUNFOUQMBOUT UIFSFDFOUMZDPOTUSVDUFE#SJHIUXBUFS
5SFBUNFOU1MBOUIBUDBNFPOMJOFJO UIF8FTU1PJOU5SFBUNFOU1MBOUJO4FBUUMF BOEUIF4PVUI5SFBUNFOU1MBOU
JO3FOUPO BTXFMMBTUXPTNBMMFSGBDJMJUJFT OBNFMZUIF$BSOBUJPOBOE7BTIPO*TMBOE5SFBUNFOU1MBOUT
/PONBKPS(PWFSONFOUBM'VOET
4QFDJBM3FWFOVF'VOETBSFVTFEUPBDDPVOUGPSBWBSJFUZPG$PVOUZQSPHSBNTJODMVEJOHBMDPIPMBOETVCTUBODFBCVTF
UIF BSUT  BO BVUPNBUFE GJOHFSQSJOU JEFOUJGJDBUJPO TZTUFN  DPNNVOJUZ EFWFMPQNFOU  SPBE NBJOUFOBODF  FNFSHFODZ
NFEJDBMTFSWJDFT UIFFOIBODFEFNFSHFODZUFMFQIPOFTZTUFN MPDBMIB[BSEPVTXBTUFNBOBHFNFOU QBSLT TVSGBDF
XBUFSNBOBHFNFOUBOEPUIFSTFSWJDFT
%FCU4FSWJDF'VOETBSFVTFECZUIF$PVOUZUPBDDPVOUGPSUIFBDDVNVMBUJPOPGSFTPVSDFTGPS BOEUIFQBZNFOUPG
QSJODJQBMBOEJOUFSFTUPOUIF$PVOUZ`THFOFSBMPCMJHBUJPOCPOET BOETQFDJBMBTTFTTNFOUEFCUGPSDFSUBJOTQFDJBMEJTUSJDUT
$BQJUBM1SPKFDUT'VOETBSFVTFEUPBDDPVOUGPSUIFBDRVJTJUJPO DPOTUSVDUJPO BOEJNQSPWFNFOUPGNBKPSDBQJUBMBTTFUT
BOEPUIFSDBQJUBMSFMBUFEBDUJWJUJFTTVDIBTJOGSBTUSVDUVSFQSFTFSWBUJPO QBSLTEFWFMPQNFOUBOEPQFOTQBDFQSFTFSWBUJPO
GMPPEDPOUSPM UFDIOPMPHZTZTUFNT BOEIJTUPSJDQSFTFSWBUJPO
/PONBKPS1SPQSJFUBSZ'VOET
&OUFSQSJTF'VOETBSFVTFEUPBDDPVOUGPSUIF$PVOUZ`TCVTJOFTTUZQFPQFSBUJPOT JODMVEJOHUIF,JOH$PVOUZ*OUFSOBUJPOBM
"JSQPSU TPMJEXBTUFEJTQPTBMGBDJMJUJFTBOEPUIFSTFSWJDFT
*OUFSOBM4FSWJDFBOE'JEVDJBSZ'VOET
*OUFSOBM 4FSWJDF 'VOET BSF VTFE UP BDDPVOU GPS UIF QSPWJTJPO PG NPUPS QPPM  EBUB QSPDFTTJOH  SJTL NBOBHFNFOU
DPOTUSVDUJPOBOEGBDJMJUJFTNBOBHFNFOU GJOBODJBM FNQMPZFFCFOFGJUTQSPHSBNBOEPUIFSTFSWJDFTQSPWJEFECZPOF
EFQBSUNFOUPSBHFODZUPPUIFSEFQBSUNFOUTPSBHFODJFTPGUIF$PVOUZPOBDPTUSFJNCVSTFNFOUCBTJT5IF8BTUFXBUFS
&RVJQNFOU3FOUBM'VOEXBTFTUBCMJTIFEUPFYDMVTJWFMZTFSWFUIF8BUFS2VBMJUZ&OUFSQSJTF*UJTDPOTPMJEBUFEGPSSFQPSUJOH
QVSQPTFTXJUICVTJOFTTUZQFBDUJWJUJFTJOUIFHPWFSONFOUXJEFGJOBODJBMTUBUFNFOUT
*OWFTUNFOU5SVTU'VOETBSFVTFEUPSFQPSUJOWFTUNFOUBDUJWJUZDPOEVDUFECZ,JOH$PVOUZPOCFIBMGPGMFHBMMZTFQBSBUF
FOUJUJFTTVDIBTTQFDJBMEJTUSJDUTBOEQVCMJDBVUIPSJUJFTUIBUBSFOPUQBSUPGUIF$PVOUZ`TSFQPSUJOHFOUJUZ
,JOH$PVOUZSFQPSUTUXPNBKPSDMBTTJGJDBUJPOTPG"HFODZ'VOET  UIPTFVTFEXJUIUIFPQFSBUJPOTPGDPVOUZHPWFSONFOU
TVDIBTUIF6OEJTUSJCVUFE5BYFT'VOEBOEUIF"DDPVOUT1BZBCMF$MFBSJOH'VOEBOE  UIPTFXIJDIBDDPVOUGPSDBTI
SFDFJWFEBOEEJTCVSTFEJOUIF$PVOUZ`TDBQBDJUZBTFYPGGJDJPUSFBTVSFSPSDPMMFDUJPOBHFOUGPSTQFDJBMEJTUSJDUTBOEPUIFS
HPWFSONFOUT TVDIBTTDIPPMEJTUSJDUTBOEGJSFEJTUSJDUT
%VSJOHUIFDPVSTFPGPQFSBUJPOTUIFHPWFSONFOUIBTBDUJWJUZCFUXFFOGVOETGPSWBSJPVTQVSQPTFT"OZSFTJEVBMCBMBODFT
PVUTUBOEJOHBUZFBSFOEBSFSFQPSUFEBTEVFGSPNEVFUPPUIFSGVOETBOEBEWBODFTUPGSPNPUIFSGVOET8IJMFUIFTF
CBMBODFTBSFSFQPSUFEJOGVOEGJOBODJBMTUBUFNFOUT DFSUBJOFMJNJOBUJPOTBSFNBEFJOUIFQSFQBSBUJPOPGUIFHPWFSONFOU
XJEFGJOBODJBMTUBUFNFOUT#BMBODFTCFUXFFOUIFGVOETJODMVEFEJOHPWFSONFOUBMBDUJWJUJFT JF UIFHPWFSONFOUBMBOE
JOUFSOBMTFSWJDFGVOETUIBUCFOFGJUUIFHPWFSONFOUBMBDUJWJUJFT BSFFMJNJOBUFETPUIBUPOMZUIFOFUBNPVOUJTJODMVEFE
BTJOUFSOBMCBMBODFTJOUIFHPWFSONFOUBMBDUJWJUJFTDPMVNO4JNJMBSMZ CBMBODFTCFUXFFOUIFGVOETJODMVEFEJOCVTJOFTT
UZQFBDUJWJUJFT JF UIFFOUFSQSJTFGVOET BSFFMJNJOBUFETPUIBUPOMZUIFOFUBNPVOUJTJODMVEFEBTJOUFSOBMCBMBODFT
JOUIFCVTJOFTTUZQFBDUJWJUJFTDPMVNO
'VSUIFS  DFSUBJO BDUJWJUZ PDDVST EVSJOH UIF ZFBS JOWPMWJOH USBOTGFST PG SFTPVSDFT CFUXFFO GVOET *O GVOE GJOBODJBM
TUBUFNFOUT  UIFTF BNPVOUT BSF SFQPSUFE BU HSPTT BNPVOUT BT USBOTGFST JOPVU 8IJMF SFQPSUFE JO GVOE GJOBODJBM
TUBUFNFOUT DFSUBJOFMJNJOBUJPOTBSFNBEFJOUIFQSFQBSBUJPOPGUIFHPWFSONFOUXJEFGJOBODJBMTUBUFNFOUT5SBOTGFST
CFUXFFOUIFGVOETJODMVEFEJOHPWFSONFOUBMBDUJWJUJFTBSFFMJNJOBUFETPUIBUPOMZUIFOFUBNPVOUJTJODMVEFEBTUSBOTGFST
JOUIFHPWFSONFOUBMBDUJWJUJFTDPMVNO4JNJMBSMZ CBMBODFTCFUXFFOUIFGVOETJODMVEFEJOCVTJOFTTUZQFBDUJWJUJFTBSF
FMJNJOBUFETPUIBUPOMZUIFOFUBNPVOUJTJODMVEFEBTUSBOTGFSTJOUIFCVTJOFTTUZQFBDUJWJUJFTDPMVNO
.FBTVSFNFOU'PDVTBOE#BTJTPG"DDPVOUJOH
5IFBDDPVOUJOHBOEGJOBODJBMSFQPSUJOHUSFBUNFOUJTEFUFSNJOFECZUIFBQQMJDBCMFNFBTVSFNFOUGPDVTBOECBTJTPG
BDDPVOUJOH.FBTVSFNFOUGPDVTJOEJDBUFTUIFUZQFPGSFTPVSDFTCFJOHNFBTVSFETVDIBTDVSSFOUGJOBODJBMSFTPVSDFT
PSFDPOPNJDSFTPVSDFT5IFCBTJTPGBDDPVOUJOHJOEJDBUFTUIFUJNJOHPGUSBOTBDUJPOTPSFWFOUTGPSSFDPHOJUJPOJOUIF
GJOBODJBMTUBUFNFOUT
/PUFTUPUIF'JOBODJBM4UBUFNFOUT
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5IFHPWFSONFOUXJEFGJOBODJBMTUBUFNFOUTBSFSFQPSUFEVTJOHUIFFDPOPNJDSFTPVSDFTNFBTVSFNFOUGPDVTBOEUIF
BDDSVBM CBTJT PG BDDPVOUJOH 3FWFOVFT BSF SFDPSEFE XIFO FBSOFE BOE FYQFOTFT BSF SFDPSEFE XIFO B MJBCJMJUZ JT
JODVSSFE SFHBSEMFTTPGUIFUJNJOHPGSFMBUFEDBTIGMPXT1SPQFSUZUBYFTBSFSFDPHOJ[FEJOUIFZFBSGPSXIJDIUIFZBSF
MFWJFE(SBOUTBOETJNJMBSJUFNTBSFSFDPHOJ[FEBTSFWFOVFBTTPPOBTBMMFMJHJCJMJUZSFRVJSFNFOUTIBWFCFFONFU
5IFHPWFSONFOUBMGVOEGJOBODJBMTUBUFNFOUTBSFSFQPSUFEVTJOHUIFDVSSFOUGJOBODJBMSFTPVSDFTNFBTVSFNFOUGPDVT
BOEUIFNPEJGJFEBDDSVBMCBTJTPGBDDPVOUJOH3FWFOVFTBSFSFDPHOJ[FEXIFOTVTDFQUJCMFUPBDDSVBM JF XIFOUIFZ
CFDPNF CPUI NFBTVSBCMF BOE BWBJMBCMF  a.FBTVSBCMFb NFBOT UIF BNPVOU PG UIF USBOTBDUJPO DBO CF SFBTPOBCMZ
FTUJNBUFEa"WBJMBCMFbNFBOTDPMMFDUJCMFXJUIJOUIFDVSSFOUQFSJPEPSTPPOFOPVHIUIFSFBGUFSUPCFVTFEUPQBZMJBCJMJUJFT
PGUIFDVSSFOUQFSJPE'PSUIJTQVSQPTF UIFHPWFSONFOUDPOTJEFSTSFWFOVFTGSPNQSPQFSUZUBYFTUPCFBWBJMBCMFJGUIFZ
BSFDPMMFDUFEXJUIJOEBZTPGUIFFOEPGUIFDVSSFOUGJTDBMQFSJPE"MMPUIFSBDDSVFESFWFOVFTPVSDFTBSFEFUFSNJOFE
UPCFBWBJMBCMFJGDPMMFDUFEXJUIJONPOUITPGUIFFOEPGUIFDVSSFOUGJTDBMQFSJPE&YQFOEJUVSFTHFOFSBMMZBSFSFDPSEFE
XIFOBMJBCJMJUZJTJODVSSFE BTVOEFSBDDSVBMBDDPVOUJOH)PXFWFS EFCUTFSWJDFFYQFOEJUVSFT BTXFMMBTFYQFOEJUVSFT
SFMBUFEUPDPNQFOTBUFEBCTFODFTBOEDMBJNTBOEKVEHNFOUT BSFSFDPSEFEPOMZXIFOQBZNFOUJTEVF(FOFSBMDBQJUBM
BTTFUBDRVJTJUJPOTBSFSFQPSUFEBTFYQFOEJUVSFTJOHPWFSONFOUBMGVOET*TTVBODFPGMPOHUFSNEFCUBOEBDRVJTJUJPOT
VOEFSDBQJUBMMFBTFTBSFSFQPSUFEBTPUIFSGJOBODJOHTPVSDFT
1SPQFSUZUBYFT TBMFTBOEVTFUBYFT CVTJOFTTBOEPDDVQBUJPOUBYFT GFEFSBMHSBOUTJOBJE BOEDIBSHFTGPSTFSWJDFT
BSFBMMDPOTJEFSFEUPCFTVTDFQUJCMFUPBDDSVBMBOETPIBWFCFFOSFDPHOJ[FEBTSFWFOVFTPGUIFDVSSFOUGJTDBMQFSJPE
5BYFTJNQPTFEPOFYDIBOHFUSBOTBDUJPOTBSFBDDSVFEXIFOUIFVOEFSMZJOHFYDIBOHFUSBOTBDUJPOPDDVSTJGDPMMFDUFE
XJUIJOPOFZFBS3FWFOVFTGSPNMJDFOTFT QFSNJUT BOEGFFTBSFSFDPHOJ[FEXIFOSFDFJWFEJODBTI3FWFOVFTSFMBUFE
UPFYQFOEJUVSFESJWFOHSBOUBHSFFNFOUTBSFSFDPHOJ[FEXIFOUIFRVBMJGZJOHFYQFOEJUVSFTBSFNBEF QSPWJEFEUIBUUIF
BWBJMBCJMJUZDSJUFSJBBSFNFU&YQFOEJUVSFESJWFOHSBOUSFWFOVFJTDPOTJEFSFEBWBJMBCMFJGJUDBOCFDPMMFDUFEBUUIFTBNF
UJNFDBTIJTEJTCVSTFEUPDPWFSUIFBTTPDJBUFEHSBOUFYQFOEJUVSF
5IFQSPQSJFUBSZBOEJOWFTUNFOUUSVTUGVOETBSFSFQPSUFEVTJOHUIFFDPOPNJDSFTPVSDFTNFBTVSFNFOUGPDVTBOEUIF
BDDSVBMCBTJTPGBDDPVOUJOH5IFBHFODZGVOETIBWFOPNFBTVSFNFOUGPDVTCVUVUJMJ[FUIFBDDSVBMCBTJTPGBDDPVOUJOH
GPSSFQPSUJOHBTTFUTBOEMJBCJMJUJFT
/FX"DDPVOUJOH4UBOEBSET
("4#4UBUFNFOU/P'BJS7BMVF.FBTVSFNFOUBOE"QQMJDBUJPO5IJT4UBUFNFOUBEESFTTFTBDDPVOUJOHBOEGJOBODJBM
SFQPSUJOHJTTVFTSFMBUFEUPGBJSWBMVFNFBTVSFNFOUT5IFEFGJOJUJPOPGGBJSWBMVFJTUIFQSJDFUIBUXPVMECFSFDFJWFEUP
TFMMBOBTTFUPSQBJEUPUSBOTGFSBMJBCJMJUZJOBOPSEFSMZUSBOTBDUJPOCFUXFFONBSLFUQBSUJDJQBOUTBUUIFNFBTVSFNFOU
EBUF5IJT4UBUFNFOUQSPWJEFTHVJEBODFGPSEFUFSNJOJOHBGBJSWBMVFNFBTVSFNFOUGPSGJOBODJBMSFQPSUJOHQVSQPTFT
5IJT4UBUFNFOUBMTPQSPWJEFTHVJEBODFGPSBQQMZJOHGBJSWBMVFUPDFSUBJOJOWFTUNFOUTBOEEJTDMPTVSFTSFMBUFEUPBMMGBJS
WBMVFNFBTVSFNFOUT5IJTXBTJNQMFNFOUFECZUIF$PVOUZJO
("4#4UBUFNFOU/P5IF)JFSBSDIZPG(FOFSBMMZ"DDFQUFE"DDPVOUJOH1SJODJQMFTGPS4UBUFBOE-PDBM(PWFSONFOUT
5IFPCKFDUJWFPGUIJT4UBUFNFOUJTUPJEFOUJGZJOUIFDPOUFYUPGUIFDVSSFOUHPWFSONFOUBMGJOBODJBMSFQPSUJOHFOWJSPONFOU
UIFIJFSBSDIZPGHFOFSBMMZBDDFQUFEBDDPVOUJOHQSJODJQMFT (""1 5IF(""1IJFSBSDIZDPOTJTUTPGUIFTPVSDFTPG
BDDPVOUJOHQSJODJQMFTVTFEUPQSFQBSFGJOBODJBMTUBUFNFOUTPGTUBUFBOEMPDBMHPWFSONFOUBMFOUJUJFTJODPOGPSNJUZXJUI
(""1BOEUIFGSBNFXPSLGPSTFMFDUJOHUIPTFQSJODJQMFT5IJT4UBUFNFOUSFEVDFTUIF(""1IJFSBSDIZUPUXPDBUFHPSJFT
PG BVUIPSJUBUJWF (""1 BOE BEESFTTFT UIF VTF PG BVUIPSJUBUJWF BOE OPOBVUIPSJUBUJWF MJUFSBUVSF JO UIF FWFOU UIBU UIF
BDDPVOUJOHUSFBUNFOUGPSBUSBOTBDUJPOPSPUIFSFWFOUJTOPUTQFDJGJFEXJUIJOBTPVSDFPGBVUIPSJUBUJWF(""15IJTXBT
JNQMFNFOUFECZUIF$PVOUZJO
("4#4UBUFNFOU/P5BY"CBUFNFOU%JTDMPTVSFT'PSGJOBODJBMSFQPSUJOHQVSQPTFT UIJT4UBUFNFOUEFGJOFTBUBY
BCBUFNFOUBTSFTVMUJOHGSPNBOBHSFFNFOUCFUXFFOBHPWFSONFOUBOEBOJOEJWJEVBMPSFOUJUZJOXIJDIUIFHPWFSONFOU
QSPNJTFT UP GPSHP UBY SFWFOVFT BOE UIF JOEJWJEVBM PS FOUJUZ QSPNJTFT UP TVCTFRVFOUMZ UBLF B TQFDJGJD BDUJPO UIBU
DPOUSJCVUFTUPFDPOPNJDEFWFMPQNFOUPSPUIFSXJTFCFOFGJUTUIFHPWFSONFOUPSJUTDJUJ[FOT5IJT4UBUFNFOUSFRVJSFT
EJTDMPTVSFPGUBYBCBUFNFOUJOGPSNBUJPOBCPVU  BSFQPSUJOHHPWFSONFOUTPXOUBYBCBUFNFOUBHSFFNFOUTBOE 
UIPTFUIBUBSFFOUFSFEJOUPCZPUIFSHPWFSONFOUTBOEUIBUSFEVDFUIFSFQPSUJOHHPWFSONFOUTUBYSFWFOVFT5IJTXBT
JNQMFNFOUFECZUIF$PVOUZJO
("4# 4UBUFNFOU /P   $FSUBJO &YUFSOBM *OWFTUNFOU 1PPMT BOE 1PPM 1BSUJDJQBOUT 5IJT 4UBUFNFOU BEESFTTFT
BDDPVOUJOHBOEGJOBODJBMSFQPSUJOHGPSDFSUBJOFYUFSOBMJOWFTUNFOUQPPMTBOEQPPMQBSUJDJQBOUT4QFDJGJDBMMZ JUFTUBCMJTIFT
DSJUFSJBGPSBOFYUFSOBMJOWFTUNFOUQPPMUPRVBMJGZGPSNBLJOHUIFFMFDUJPOUPNFBTVSFBMMPGJUTJOWFTUNFOUTBUBNPSUJ[FE
DPTUGPSGJOBODJBMSFQPSUJOHQVSQPTFT"OFYUFSOBMJOWFTUNFOUQPPMRVBMJGJFTGPSUIBUSFQPSUJOHJGJUNFFUTBMMPGUIFBQQMJDBCMF
DSJUFSJBFTUBCMJTIFEJOUIJT4UBUFNFOU*GBOFYUFSOBMJOWFTUNFOUQPPMNFFUTUIFDSJUFSJBJOUIJT4UBUFNFOUBOENFBTVSFT
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BMMPGJUTJOWFTUNFOUTBUBNPSUJ[FEDPTU UIFQPPMTQBSUJDJQBOUTBMTPTIPVMENFBTVSFUIFJSJOWFTUNFOUTJOUIBUFYUFSOBM
JOWFTUNFOUQPPMBUBNPSUJ[FEDPTUGPSGJOBODJBMSFQPSUJOHQVSQPTFT5IJT4UBUFNFOUFTUBCMJTIFTBEEJUJPOBMOPUFEJTDMPTVSF
SFRVJSFNFOUTGPSRVBMJGZJOHFYUFSOBMJOWFTUNFOUQPPMTUIBUNFBTVSFBMMPGUIFJSJOWFTUNFOUTBUBNPSUJ[FEDPTUGPSGJOBODJBM
SFQPSUJOH QVSQPTFT BOE GPS HPWFSONFOUT UIBU QBSUJDJQBUF JO UIPTF QPPMT5IPTF EJTDMPTVSFT GPS CPUI UIF RVBMJGZJOH
FYUFSOBMJOWFTUNFOUQPPMTBOEUIFJSQBSUJDJQBOUTJODMVEFJOGPSNBUJPOBCPVUBOZMJNJUBUJPOTPSSFTUSJDUJPOTPOQBSUJDJQBOU
XJUIESBXBMT5IF$PVOUZJNQMFNFOUFEUIJT4UBUFNFOUJO
5FSNJOPMPHZ
&YQFOEJUVSF'VODUJPOT
(FOFSBM(PWFSONFOU1SPWJEFECZUIFMFHJTMBUJWF KVEJDJBMBOEBENJOJTUSBUJWFCSBODIFTPGUIFHPWFSONFOUFOUJUZGPS
UIFCFOFGJUPGUIFQVCMJDPSHPWFSONFOUBMCPEZBTBXIPMF5IJTGVODUJPOJODMVEFTUIF$PVOUZ$PVODJM $PVOUZ&YFDVUJWF
1SPTFDVUJOH"UUPSOFZT0GGJDF 4VQFSJPS$PVSU %JTUSJDU$PVSU 1VCMJD%FGFOTF +VEJDJBM"ENJOJTUSBUJPO "EVMUBOE+VWFOJMF
%FUFOUJPO 1FSGPSNBODF4USBUFHZBOE#VEHFU *OGPSNBUJPOBOE5FDIOPMPHZ 3FDPSETBOE-JDFOTJOH4FSWJDFT &MFDUJPOT
BOE"TTFTTNFOUT
1VCMJD 4BGFUZ  &TTFOUJBM UP UIF TBGFUZ PG UIF QVCMJD  JODMVEJOH FYQFOEJUVSFT GPS MBX FOGPSDFNFOU  EFUFOUJPO BOEPS
DPSSFDUJPO QSPUFDUJWFJOTQFDUJPOTBOEFNFSHFODZTFSWJDFT5IJTGVODUJPOJODMVEFTUIF4IFSJGG`T0GGJDFBOE&NFSHFODZ
.FEJDBM4FSWJDFT
1IZTJDBM&OWJSPONFOU1SPWJEFEUPBDIJFWFBTBUJTGBDUPSZMJWJOHFOWJSPONFOUGPSUIFDPNNVOJUZBOEUIFJOEJWJEVBM
5IJTGVODUJPOJODMVEFT/BUVSBM3FTPVSDFTBOE4VSGBDF8BUFS.BOBHFNFOU
5SBOTQPSUBUJPO1SPWJEFECZUIFHPWFSONFOUBMFOUJUZGPSUIFTBGFBOEBEFRVBUFGMPXPGWFIJDMFTBOEQFEFTUSJBOTUIBU
JODMVEFTFYQFOEJUVSFTGPSSPBEBOETUSFFUDPOTUSVDUJPO NBJOUFOBODF USBOTQPSUBUJPOGBDJMJUJFTBOETZTUFNT BOEHFOFSBM
BENJOJTUSBUJPO5IJTGVODUJPOJODMVEFT3PBE4FSWJDFT "SUFSJBM)JHIXBZ%FWFMPQNFOU 3FOUPO.BJOUFOBODF'BDJMJUJFT
BOE$PVOUZ3PBE$POTUSVDUJPO
&DPOPNJD&OWJSPONFOU1SPWJEFEGPSUIFEFWFMPQNFOUBOEJNQSPWFNFOUPGUIFXFMGBSFPGUIFDPNNVOJUZBOEJOEJWJEVBM
5IJT GVODUJPO JODMVEFT FYQFOEJUVSFT GPS FNQMPZNFOU PQQPSUVOJUZ BOE EFWFMPQNFOU  WFUFSBOT` TFSWJDFT  DIJMEDBSF
TFSWJDFT BOETFSWJDFTGPSUIFBHJOHBOEEJTBCMFE5IJTGVODUJPOJODMVEFT7FUFSBOT`3FMJFG :PVUI&NQMPZNFOU1SPHSBNT
0GGJDF PG "HJOH  8PNFO`T 1SPHSBNT  %FWFMPQNFOU BOE &OWJSPONFOUBM 4FSWJDFT  1MBOOJOH BOE $PNNVOJUZ
%FWFMPQNFOU 3JWFS*NQSPWFNFOU "OJNBM$POUSPMBOE3JWFSBOE'MPPE$POUSPM$POTUSVDUJPO
.FOUBMBOE1IZTJDBM)FBMUI1SPWJEFEUPQSPNPUFIFBMUIZQFPQMFBOEIFBMUIZDPNNVOJUJFTCZQSFWFOUJOHBOEUSFBUJOH
NFOUBM QIZTJDBM BOEFOWJSPONFOUBMMZJOEVDFEJMMOFTTFT5IJTGVODUJPOJODMVEFTFYQFOEJUVSFTGPSDPNNVOJUZNFOUBM
IFBMUI DPNNVOJDBCMFEJTFBTFT FOWJSPONFOUBMIFBMUI QVCMJDIFBMUIDMJOJDTBOEQSPHSBNT BMDPIPMJTNUSFBUNFOU ESVH
BCVTFQSFWFOUJPO QSPHSBNTGPSUIFNFOUBMMZEJTBCMFEBOENFOUBMMZJMM UIFNFEJDBMFYBNJOFS IPTQJUBMTBOEKBJMIFBMUI
TFSWJDFT5IJTGVODUJPOBMTPJODMVEFTSFHJPOBMIB[BSEPVTXBTUFNBOBHFNFOU
$VMUVSFBOE3FDSFBUJPO1SPWJEFEUPJODSFBTFUIFJOEJWJEVBM`TVOEFSTUBOEJOHBOEFOKPZNFOUUIBUJODMVEFTFYQFOEJUVSFT
GPS FEVDBUJPO  MJCSBSJFT  DPNNVOJUZ FWFOUT  QBSLT BOE DVMUVSBM GBDJMJUJFT 5IJT GVODUJPO JODMVEFT 1BSLT  )JTUPSJDBM
1SFTFSWBUJPO "SUTBOE$VMUVSBM%FWFMPQNFOUBOE-BX-JCSBSZ
%FCU4FSWJDF"DDPVOUTGPSUIFSFEFNQUJPOPGHFOFSBMMPOHUFSNEFCUQSJODJQBMBOEJOUFSFTUBOEPUIFSEFCUTFSWJDF
DPTUTJOUIF(FOFSBM 4QFDJBM3FWFOVF %FCU4FSWJDFBOE$BQJUBM1SPKFDUT'VOETBOEQBZNFOUTUPFTDSPXBHFOUT
PUIFSUIBOSFGVOEJOHCPOEQSPDFFET
$BQJUBM0VUMBZ"DDPVOUTGPSFYQFOEJUVSFTSFMBUFEUPDBQJUBMQSPKFDUTBOEFYQFOEJUVSFTGPSDBQJUBMBTTFUTBDRVJSFECZ
PVUSJHIUQVSDIBTFBOECZDBQJUBMMFBTFGJOBODJOHBHSFFNFOUT
$FSUBJO"DDPVOUTBSF(SPVQFEPOUIF4UBUFNFOUPG/FU1PTJUJPO
c

5IFBTTFUBDDPVOU3FDFJWBCMFT OFUDPNCJOFT5BYFTSFDFJWBCMFEFMJORVFOU"DDPVOUTSFDFJWBCMF OFU*OUFSFTU
SFDFJWBCMF/PUFTSFDFJWBCMFBOE%VFGSPNPUIFSHPWFSONFOUT OFU

c

5IFMJBCJMJUZBDDPVOU"DDPVOUTQBZBCMFBOEPUIFSDVSSFOUMJBCJMJUJFTDPNCJOFT"DDPVOUTQBZBCMF 3FUBJOBHF
QBZBCMF %VFUPPUIFSHPWFSONFOUT $POUSBDUTQBZBCMF $VTUPEJBMBDDPVOUTBOE0UIFSMJBCJMJUJFT

c

5IFMJBCJMJUZBDDPVOU"DDSVFEMJBCJMJUJFTDPNCJOFT8BHFTQBZBCMF 5BYFTQBZBCMFBOE*OUFSFTUQBZBCMF
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c

5IFMJBCJMJUZBDDPVOU/PODVSSFOUMJBCJMJUJFTJODMVEFT$MBJNTBOEKVEHNFOUTQBZBCMF &TUJNBUFEDMBJNTFUUMFNFOUT
(FOFSBM PCMJHBUJPO CPOET  3FWFOVF CPOET QBZBCMF  $BQJUBM MFBTFT  4UBUF SFWPMWJOH MPBOT QBZBCMF
$PNQFOTBUFEBCTFODFT 1PMMVUJPOSFNFEJBUJPO 0UIFSQPTUFNQMPZNFOUCFOFGJUT /FUQFOTJPOMJBCJMJUZ -BOEGJMM
DMPTVSFTBOEQPTUDMPTVSFDBSFBOE0UIFSMJBCJMJUJFT

"TTFUT -JBCJMJUJFT %FGFSSFE0VUGMPXT*OGMPXTPG3FTPVSDFTBOE/FU1PTJUJPO'VOE#BMBODF
$BTIBOE$BTI&RVJWBMFOUT
5IFHPWFSONFOU`TDBTIBOEDBTIFRVJWBMFOUTBSFDPOTJEFSFEUPCFDBTIPOIBOE EFNBOEEFQPTJUTBOEQPPMFEFRVJUZ
JOWFTUFEJOUIF,JOH$PVOUZ*OWFTUNFOU1PPM
"MM$PVOUZGVOETBOENPTUDPNQPOFOUVOJUTBOETQFDJBMEJTUSJDUTQBSUJDJQBUFJOUIF,JOH$PVOUZ*OWFTUNFOU1PPM a1PPMb
NBJOUBJOFECZUIF,JOH$PVOUZ5SFBTVSZ0QFSBUJPOT4FDUJPO 4FF/PUFa%FQPTJUTBOE*OWFTUNFOUTb 5IF1PPM
DPOTJTUTPGJOUFSOBMBOEFYUFSOBMQPSUJPOT'PS1PPMQBSUJDJQBOUT UIF1PPMGVODUJPOTFTTFOUJBMMZBTBEFNBOEEFQPTJU
BDDPVOUXIFSFQBSUJDJQBOUTSFDFJWFBOBMMPDBUJPOPGUIFJSQSPQPSUJPOBUFTIBSFPGQPPMFEFBSOJOHT&BDIGVOE`TFRVJUZ
TIBSFPGUIFJOUFSOBMQPSUJPOPGUIF1PPM`TOFUQPTJUJPOJTSFQPSUFEPOUIFCBMBODFTIFFUBT$BTIBOEDBTIFRVJWBMFOUT
BOESFGMFDUTUIFDIBOHFJOGBJSWBMVFPGUIFDPSSFTQPOEJOHJOWFTUNFOUTFDVSJUJFT
*ODMVEFEJOUIFJOUFSOBMQPSUJPOPGUIF1PPMJTUIFJOWFTUNFOUPGTIPSUUFSNDBTITVSQMVTFTOPUPUIFSXJTFJOWFTUFECZ
JOEJWJEVBMGVOET5IFJOUFSFTUFBSOJOHTSFMBUFEUPJOWFTUNFOUPGTIPSUUFSNDBTITVSQMVTFTUIBUBSFOPUQPPMQBSUJDJQBOUT
BSFBMMPDBUFEUPUIF(FOFSBM'VOEJOBDDPSEBODFXJUIMFHBMSFRVJSFNFOUTBOEBSFVTFEJOGJOBODJOHHFOFSBM$PVOUZ
PQFSBUJPOT
3FDFJWBCMFT 4FF/PUFa3FDFJWBCMFTb
3FDFJWBCMFTJODMVEFDIBSHFTGPSTFSWJDFTSFOEFSFECZUIF$PVOUZPSJOUFSHPWFSONFOUBMHSBOUTUIBUIBWFOPUCFFO
SFDFJWFECZUIFFOEPGUIFGJTDBMZFBS"MMVOCJMMFETFSWJDFSFDFJWBCMFTBSFSFDPSEFEBUZFBSFOE5IFQSPWJTJPOTGPS
FTUJNBUFEVODPMMFDUJCMFSFDFJWBCMFTBSFSFWJFXFEBOEVQEBUFEBUZFBSFOE5IFTFQSPWJTJPOTBSFFTUJNBUFECBTFEPO
BOBOBMZTJTPGBOBHJOHPGUIFZFBSFOE"DDPVOUTSFDFJWBCMFCBMBODFPSUIFIJTUPSJDBMSBUFPGDPMMFDUBCJMJUZ
5BYFTSFDFJWBCMFEFMJORVFOU5IJTBDDPVOUJODMVEFTSFDFJWBCMFTGPSQSPQFSUZUBYFTMFWJFEGPSUIFDVSSFOUZFBSBOE
UIFBMMPXBODFGPSVODPMMFDUJCMFBNPVOUT3FWFOVFJTSFDPHOJ[FEXIFOQBZNFOUJTSFDFJWFEXJUIJOEBZTPGUIFFOE
PGUIFGJTDBMQFSJPE
"DDPVOUT SFDFJWBCMF  OFU  5IJT BDDPVOU JODMVEFT SFDFJWBCMFT GPS DVTUPNFS BDDPVOUT  FNQMPZFF USBWFM BEWBODFT
BCBUFNFOU SFWFOVFT GSPN UIF %FQBSUNFOU PG 1FSNJUUJOH BOE &OWJSPONFOUBM 3FWJFX  DJWJM QFOBMUJFT  EJTUSJDU DPVSU
SFWFOVFT BTTFTTNFOUTPOMPDBMJNQSPWFNFOUEJTUSJDUTBOEBCBUFNFOUSFWFOVFTBOEBOBMMPXBODFGPSVODPMMFDUJCMF
BNPVOUTGSPNWJPMBUJPOTSFQPSUFECZUIF$PEF&OGPSDFNFOU4FDUJPOPOQSPQFSUZXJUIJOUIF$PVOUZ"CBUFNFOUDPTUT
NBZCFDFSUJGJFEUPUIFQSPQFSUZUBYQBSDFMBTBSFTVMU UIFTFDPTUTNJHIUOPUCFQBJEVOUJMUIFQSPQFSUZJTTPME XIJDI
NBZUBLFZFBST
*OUFSGVOE"DUJWJUZ
%VFUPGSPNPUIFSGVOET5IFTFBDDPVOUTJODMVEFBOZPVUTUBOEJOHCBMBODFTCFUXFFOGVOETPOUIFHPWFSONFOUBMGVOET
"OZSFTJEVBMCBMBODFTPVUTUBOEJOHCFUXFFOUIFHPWFSONFOUBMBDUJWJUJFTBOECVTJOFTTUZQFBDUJWJUJFTBSFSFQPSUFEJO
UIFHPWFSONFOUXJEFGJOBODJBMTUBUFNFOUTBTa*OUFSOBMCBMBODFTb
*OUFSGVOETIPSUUFSNMPBOSFDFJWBCMFTQBZBCMFT5IFTFBDDPVOUTJODMVEFUIFTIPSUUFSNQPSUJPOPGMFOEJOHPSCPSSPXJOH
BSSBOHFNFOUTCFUXFFOGVOETUIBUBSFPVUTUBOEJOHBUUIFFOEPGUIFGJTDBMZFBS
"EWBODFTUPGSPNPUIFSGVOET/PODVSSFOUQPSUJPOTPGMPOHUFSNJOUFSGVOEMPBOTBSFSFQPSUFEBTBEWBODFT*OUIF
HPWFSONFOUBM GVOET "EWBODFT UP PUIFS GVOET BSF JODMVEFE JO OPOTQFOEBCMF GVOE CBMBODF BT UIFZ BSF MPOHUFSN
SFDFJWBCMFTBOEBSFOPUBWBJMBCMFGPSBQQSPQSJBUJPO
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*OWFOUPSZ
*OWFOUPSJFTPGHPWFSONFOUBMGVOETBSFSFDPSEFEVTJOHUIFDPOTVNQUJPONFUIPEFYQFOEJUVSFTBSFSFDPHOJ[FEXIFO
JOWFOUPSJFTBSFBDUVBMMZDPOTVNFE1SPQSJFUBSZGVOETFYQFOTFJOWFOUPSJFTXIFOVTFEPSTPME'BDJMJUJFT.BOBHFNFOU
%FQBSUNFOU '.% BOE1VCMJD)FBMUIGVOETVTFUIFGJSTUJO GJSTUPVU '*'0 WBMVBUJPONFUIPE3BEJP$PNNVOJDBUJPOT
VTFT MBTUJO  GJSTUPVU -*'0  5IF .PUPS 1PPM &RVJQNFOU 3FOUBM  1VCMJD 8PSLT &RVJQNFOU 3FOUBM  ,JOH $PVOUZ
*OUFSOBUJPOBM "JSQPSU  .BSJOF  4PMJE 8BTUF $POTUSVDUJPO  1VCMJD 5SBOTQPSUBUJPO BOE 8BUFS 2VBMJUZ 'VOET VTF UIF
XFJHIUFEBWFSBHFWBMVBUJPONFUIPE
1SFQBZNFOUT
1BZNFOUTNBEFJOBEWBODFUPWFOEPSTGPSDFSUBJOHPPETPSTFSWJDFT TVDIBTCVJMEJOHSFOU UIBUXJMMCFOFGJUGVUVSF
QFSJPETBSFSFDPSEFEBTQSFQBJEJUFNTJOCPUIUIFHPWFSONFOUXJEFBOEGVOEGJOBODJBMTUBUFNFOUT5IFFYQFOEJUVSFT
BSFSFDPHOJ[FEJOUIFQFSJPEPGDPOTVNQUJPOPSPDDVQBODZ
$BQJUBM"TTFUT 4FF/PUFa$BQJUBM"TTFUTb
$BQJUBM BTTFUT JODMVEF -BOE GFF TJNQMF MBOE  SJHIUTPGXBZ BOE FBTFNFOUT BOE GBSNMBOE EFWFMPQNFOU SJHIUT 
*OGSBTUSVDUVSF SPBETBOECSJEHFTOFUXPSL #VJMEJOHT*NQSPWFNFOUTPUIFSUIBOCVJMEJOHT'VSOJUVSF NBDIJOFSZBOE
FRVJQNFOU4PGUXBSFBOE"SUXPSL8PSLJOQSPHSFTTJTSFQPSUFEGPSBMMVOGJOJTIFEDPOTUSVDUJPOBOEEFWFMPQNFOUGPS
NPTUDBQJUBMBTTFUTFYDFQUGPSSPBETBOECSJEHFTJOGSBTUSVDUVSF
(FOFSBMDBQJUBMBTTFUT JODMVEJOHUIPTFJOJOUFSOBMTFSWJDFGVOETUIBUTVQQPSUHPWFSONFOUBMGVOET BSFSFQPSUFEJOUIF
HPWFSONFOUBMBDUJWJUJFTDPMVNOPGUIFHPWFSONFOUXJEF4UBUFNFOUPG/FU1PTJUJPO
$BQJUBMBTTFUTPGFOUFSQSJTFGVOET JODMVEJOHUIPTFJOJOUFSOBMTFSWJDFGVOETUIBUFYDMVTJWFMZTVQQPSUFOUFSQSJTFGVOET
BSFSFQPSUFEJOUIFCVTJOFTTUZQFDPMVNOPGUIFHPWFSONFOUXJEF4UBUFNFOUPG/FU1PTJUJPO&OUFSQSJTFBOEJOUFSOBM
TFSWJDFGVOETDBQJUBMBTTFUTBSFBMTPSFQPSUFEJOUIFJOEJWJEVBMQSPQSJFUBSZGVOE4UBUFNFOUPG/FU1PTJUJPO
5IFDBQJUBMJ[BUJPOUISFTIPMEJOUIF,JOH$PVOUZQSJNBSZHPWFSONFOUJTUIPVTBOEGPSNBDIJOFSZBOEFRVJQNFOU
 UIPVTBOE GPS JOUFSOBMMZ EFWFMPQFE BOE QVSDIBTFE TPGUXBSF  BOE  UIPVTBOE GPS CVJMEJOHT BOE PUIFS
JNQSPWFNFOUT
5IF$PVOUZFMFDUTUPVTFUIFNPEJGJFEBQQSPBDIGPSSFQPSUJOHJOGSBTUSVDUVSFBTTFUTJOMJFVPGUIFEFQSFDJBUJPONFUIPE
CFDBVTFJUJTDPNNJUUFEUPNBJOUBJOJOHUIFSPBETBOECSJEHFTJOGSBTUSVDUVSFJOEFGJOJUFMZ5IF$PVOUZJTFMJHJCMFUPVTF
UIFNPEJGJFEBQQSPBDICFDBVTFJUIBTBOBTTFUNBOBHFNFOUTZTUFNJOQMBDFUIBUBMMPXTGPSQFSJPEJDNPOJUPSJOHPGUIF
JOGSBTUSVDUVSFUPFOTVSFUIBUBTTFUTBSFNBJOUBJOFEBOEQSFTFSWFEBUUIFQSFEFUFSNJOFEDPOEJUJPOMFWFMTFUCZUIF3PBE
4FSWJDFT %JWJTJPO 5IF BTTFU NBOBHFNFOU TZTUFN USBDLT UIF NJMFBHF  DPOEJUJPO BOE UIF BDUVBM BOE QMBOOFE
NBJOUFOBODFBOEQSFTFSWBUJPODPTUTPGJOEJWJEVBMJOGSBTUSVDUVSFBTTFUT
$FSUBJOFRVJQNFOUBOEGBDJMJUJFTVTFEJOUIF4PMJE8BTUF&OUFSQSJTFMBOEGJMMDMPTVSFBOEQPTUDMPTVSFBDUJWJUJFTBSFOPU
SFQPSUFEBTDBQJUBMBTTFUT*OTUFBE UIFMJBCJMJUZGPSMBOEGJMMQPTUDMPTVSFDBSFJTSFEVDFECZUIFTFDPTUT
*OUFSFTUJODVSSFEEVSJOHUIFDPOTUSVDUJPOQIBTFPGDBQJUBMBTTFUTJOFOUFSQSJTFGVOETJTJODMVEFEBTQBSUPGUIFDBQJUBMJ[FE
WBMVFPGUIFBTTFUTDPOTUSVDUFE5IJTZFBSUPUBMJOUFSFTUFYQFOTFTJODVSSFEBOEDBQJUBMJ[FEXFSFNJMMJPOBOE
NJMMJPO SFTQFDUJWFMZ
$BQJUBMBTTFUTBSFWBMVFEBUIJTUPSJDBMDPTUPSFTUJNBUFEIJTUPSJDBMDPTUXIFSFBDUVBMIJTUPSJDBMDPTUJTOPUBWBJMBCMF
%POBUFEDBQJUBMBTTFUTBSFWBMVFEBUUIFJSBDRVJTJUJPOQSJDF&YQFOEJUVSFTGPSOPSNBMNBJOUFOBODFBOESFQBJSTXIJDI
BSFFTTFOUJBMMZBNPVOUTTQFOUJOSFMBUJPOUPDBQJUBMBTTFUTUIBUEPOPUJODSFBTFUIFDBQBDJUZPSFGGJDJFODZPGUIFJUFN
PSFYUFOEJUTVTFGVMMJGFCFZPOEUIFPSJHJOBMFTUJNBUF BSFFYQFOTFEBTJODVSSFE&YQFOEJUVSFTGPSSFQBJSTBOEVQHSBEFT
UIBUNBUFSJBMMZBEEUPUIFWBMVFPSMJGFPGBOBTTFUBSFDBQJUBMJ[FE$PTUTJODVSSFEUPFYUFOEUIFMJGFPGHPWFSONFOUBM
JOGSBTUSVDUVSFBTTFUTBSFDPOTJEFSFEQSFTFSWBUJPODPTUTBOEBSFUIFSFGPSFOPUDBQJUBMJ[FE
$BQJUBMBTTFUTPUIFSUIBOMBOE SPBETBOECSJEHFTJOGSBTUSVDUVSF BOEBSUXPSLBSFEFQSFDJBUFEPSBNPSUJ[FEPWFSUIFJS
FTUJNBUFEVTFGVMMJWFTVTJOHBTUBOEBSETUSBJHIUMJOFBMMPDBUJPONFUIPE
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$BQJUBMBTTFUTBOEUIFJSDPNQPOFOUTVTFGVMMJWFTBSFBTGPMMPXT
&TUJNBUFE
-JGF :FBST

%FTDSJQUJPO
#VJMEJOHTBOEPUIFSJNQSPWFNFOUT
#VTFTBOEUSPMMFZT
$BST WBOTBOEUSVDLT
%PXOUPXOUSBOTJUUVOOFM
&RVJQNFOUPUIFS
4PGUXBSF
4FXFSQMBOU









3FHVMBUPSZ"DDPVOUJOH
5IF ,JOH $PVOUZ $PVODJM IBT UBLFO WBSJPVT SFHVMBUPSZ BDUJPOT SFTVMUJOH JO EJGGFSFODFT CFUXFFO UIF SFDPHOJUJPO PG
SFWFOVFTGPSSBUFNBLJOHQVSQPTFTJOUIF8BUFS2VBMJUZ&OUFSQSJTFGVOEBOEUIFJSUSFBUNFOUVOEFSHFOFSBMMZBDDFQUFE
BDDPVOUJOH QSJODJQMFT GPS OPOSFHVMBUFE FOUJUJFT $VSSFOUMZ  UIF 8BUFS 2VBMJUZ &OUFSQSJTF JT BVUIPSJ[FE UP BQQMZ UIF
BDDPVOUJOHUSFBUNFOUPGDPTUTVOEFSUIF("4#4UBUFNFOU/Pa$PEJGJDBUJPOPG"DDPVOUJOHBOE'JOBODJBM3FQPSUJOH
(VJEBODF$POUBJOFEJO1SF/PWFNCFS '"4#BOE"*$1"1SPOPVODFNFOUTbDSJUFSJBCFDBVTFUIFSBUFTGPSJUT
TFSWJDFTBSFSFHVMBUFECZUIF,JOH$PVOUZ$PVODJM BOEUIFSFHVMBUFESBUFTDIBSHFBCMFUPJUTDVTUPNFSTBSFEFTJHOFE
UPSFDPWFSUIFFOUFSQSJTF`TBMMPXBCMFDPTUTPGPQFSBUJPOT
3BUFTUBCJMJ[BUJPO5IF$PVOUZ$PVODJMFTUBCMJTIFEB3BUF4UBCJMJ[BUJPO3FTFSWFJOUIF8BUFS2VBMJUZ&OUFSQSJTFGVOE
5IJTBMMPXTGPSDFSUBJOPQFSBUJOHSFWFOVFTUPCFUSFBUFEBTEFGFSSFEJOGMPXTPGSFTPVSDFTBOESFDPHOJ[FEBTSFWFOVF
JOTVCTFRVFOUZFBSTUISPVHIBNPSUJ[BUJPOJOPSEFSUPNBJOUBJOTUBCMFTFXFSSBUFT
3FHVMBUPSZBTTFUT("4#4UBUFNFOU/PJTVTFECZUIF8BUFS2VBMJUZ&OUFSQSJTFUPUSFBUQPMMVUJPOSFNFEJBUJPO
PCMJHBUJPOTBTSFHVMBUPSZBTTFUTUPBMMPXGPSDPTUSFDPWFSZUISPVHIGVUVSFSBUFJODSFBTFT5IFQPSUJPOPGSFHVMBUPSZBTTFU
DPTUTUIBUIBWFCFFOBDDSVFEJTCFJOHBNPSUJ[FEPWFSBSFDPWFSZQFSJPEPGZFBST
"DDSVFE-JBCJMJUJFT
"DDSVFEMJBCJMJUJFTSFGFSUP"DDPVOUTQBZBCMF %VFUPPUIFSHPWFSONFOUT *OUFSFTUQBZBCMF 8BHFTQBZBCMFBOE5BYFT
QBZBCMF&YQFOEJUVSFTJODVSSFEEVSJOHUIFZFBSCVUQBJEJOUIFTVCTFRVFOUZFBSBSFSFDPSEFECBTFEPOUIFGPMMPXJOH
NBUFSJBMJUZUISFTIPMETBDDPSEJOHUPXIFOJOWPJDFTXFSFSFDFJWFE
'FCSVBSZ
'FCSVBSZ.BSDI
.BSDI
.BSDI"QSJM

 
 
 
  

*OEJWJEVBMBTTFTTNFOUTGPSTQFDJGJDGVOETXPVMECFNBEFGPSBNPVOUTOPUNFFUJOHUIFTUBUFENBUFSJBMJUZUISFTIPMET
(SBOUSFMBUFE JUFNT UP CF SFQPSUFE PO UIF 4DIFEVMF PG &YQFOEJUVSFT PG 'FEFSBM"XBSET XJMM CF BTTFTTFE XJUIPVU
DPOTJEFSJOHUIFNBUFSJBMJUZUISFTIPMET
6OFBSOFE3FWFOVFT
6OFBSOFESFWFOVFTBSFPCMJHBUJPOTPGUIF$PVOUZUPQFSGPSNTFSWJDFTPSQSPWJEFHPPET5IJTBDDPVOUPGGTFUTSFQPSUFE
BTTFUTGPSSFWFOVFTUIBUIBWFOPUNFUSFDPHOJUJPOSFRVJSFNFOUT3FQPSUFEBTTFUTJODMVEFHSBOUTSFDFJWFEJOBEWBODF
NJUJHBUJPOGFFTSFDFJWFEJOMJFVPGEFWFMPQFSTQFSGPSNJOHNJUJHBUJPOQSPKFDUT QSFQBZNFOUGPSQBSLTQSPHSBNTBOESFOUBM
GBDJMJUJFTBOESFOUQSFQBJECZUFOBOUTJOJOUFSOBMTFSWJDFGVOET
-POHUFSN0CMJHBUJPOT 4FF/PUFa-JBCJMJUJFTb
-POHUFSNEFCUBOEPUIFSMPOHUFSNPCMJHBUJPOTBSFSFQPSUFEJOUIFBQQMJDBCMFBDDSVBMCBTJTTUBUFNFOUTPGOFUQPTJUJPO
#POEQSFNJVNTBOEEJTDPVOUT SFGVOEJOHHBJOTBOEMPTTFT BSFEFGFSSFEBOEBNPSUJ[FEPWFSUIFMJGFPGUIFCPOETVTJOH
PVUTUBOEJOHQSJODJQBMCBMBODFNFUIPE#POETQBZBCMFBSFSFQPSUFEOFUPGUIFBQQMJDBCMFQSFNJVNPSEJTDPVOU3FGVOEJOH
MPTTFT BSF SFQPSUFE BT EFGFSSFE PVUGMPXT PG SFTPVSDFT XIJMF SFGVOEJOH HBJOT BSF SFQPSUFE BT EFGFSSFE JOGMPXT PG
SFTPVSDFT
/PUFTUPUIF'JOBODJBM4UBUFNFOUT

,JOH$PVOUZ 8BTIJOHUPO

*OUIFGVOEGJOBODJBMTUBUFNFOUT HPWFSONFOUBMGVOEUZQFTSFDPHOJ[FCPOEQSFNJVNT EJTDPVOUTBOECPOEJTTVBODF
DPTUTJOUIFDVSSFOUQFSJPE5IFGBDFBNPVOUPGUIFEFCUJTTVFEJTSFQPSUFEBTPUIFSGJOBODJOHTPVSDFT1SFNJVNTPO
EFCUJTTVBODFTBSFSFQPSUFEBTPUIFSGJOBODJOHTPVSDFT XIJMFEJTDPVOUTPOEFCUJTTVBODFTBSFSFQPSUFEBTPUIFS
GJOBODJOHVTFT*TTVBODFDPTUT XIFUIFSPSOPUXJUIIFMEGSPNUIFBDUVBMEFCUQSPDFFETSFDFJWFE BSFSFQPSUFEBTEFCU
TFSWJDFDPTUT
3FCBUBCMF"SCJUSBHF
5IF$PVOUZ`TUBYFYFNQUEFCUJTTVCKFDUUPBSCJUSBHFSFTUSJDUJPOTBTEFGJOFECZUIF*OUFSOBM3FWFOVF$PEF"MMPGUIF
$PVOUZ`TCPOEFEEFCUTBSFUBYFYFNQUFYDFQUDFSUBJOUBYBCMFEFCUTBTJEFOUJGJFEJO/PUFa-JBCJMJUJFTb"SCJUSBHF
PDDVSTXIFOUIFGVOETCPSSPXFEBUUBYFYFNQUSBUFTPGJOUFSFTUBSFJOWFTUFEJOIJHIFSZJFMEJOHUBYBCMFTFDVSJUJFT
#FDBVTFJOWFTUNFOUZJFMETPGUIF$PVOUZ`T*OWFTUNFOU1PPMSFNBJOFEBUMPXMFWFMTEVSJOH JOUFSFTUFBSOFEPO
CPOEQSPDFFETXBTJOTJHOJGJDBOU
/FU1FOTJPO-JBCJMJUZ
'PSQVSQPTFTPGNFBTVSJOHUIFOFUQFOTJPOMJBCJMJUZ EFGFSSFEPVUGMPXTPGSFTPVSDFTBOEEFGFSSFEJOGMPXTPGSFTPVSDFT
SFMBUFEUPQFOTJPOTBOEQFOTJPOFYQFOTF JOGPSNBUJPOBCPVUUIFGJEVDJBSZOFUQPTJUJPOPGBMMTUBUFTQPOTPSFEQFOTJPO
QMBOTBOEBEEJUJPOTUPEFEVDUJPOTGSPNUIPTFQMBOT GJEVDJBSZOFUQPTJUJPOIBWFCFFOEFUFSNJOFEPOUIFTBNFCBTJT
BTUIFZBSFSFQPSUFECZUIF8BTIJOHUPO4UBUF%FQBSUNFOUPG3FUJSFNFOU4ZTUFNT'PSUIJTQVSQPTF CFOFGJUQBZNFOUT
JODMVEJOHSFGVOETPGFNQMPZFFDPOUSJCVUJPOT BSFSFDPHOJ[FEXIFOEVFBOEQBZBCMFJOBDDPSEBODFXJUIUIFCFOFGJU
UFSNT*OWFTUNFOUTBSFSFQPSUFEBUGBJSWBMVF
%FGFSSFE0VUGMPXT*OGMPXTPG3FTPVSDFT
*OBEEJUJPOUPBTTFUT UIFTUBUFNFOUPGGJOBODJBMQPTJUJPOXJMMTPNFUJNFTSFQPSUBTFQBSBUFTFDUJPOGPSEFGFSSFEPVUGMPXT
PGSFTPVSDFT5IJTTFQBSBUFGJOBODJBMTUBUFNFOUFMFNFOU EFGFSSFEPVUGMPXTPGSFTPVSDFT SFQSFTFOUTBDPOTVNQUJPOPG
OFUQPTJUJPOUIBUBQQMJFTUPBGVUVSFQFSJPE T BOETPXJMM OPUCFSFDPHOJ[FEBTBOPVUGMPXPGSFTPVSDFT FYQFOTF
FYQFOEJUVSFT VOUJMUIFO5IFHPWFSONFOUPOMZIBTUXPJUFNTUIBURVBMJGJFTGPSSFQPSUJOHJOUIJTDBUFHPSZ5IFZBSFUIF
EFGFSSFE DIBSHF PO SFGVOEJOH BOE EFGFSSFE PVUGMPX PG SFTPVSDFT GPS QFOTJPOT SFQPSUFE JO UIF HPWFSONFOUXJEF
4UBUFNFOUPG/FU1PTJUJPO"EFGFSSFEDIBSHFPOSFGVOEJOHSFTVMUTGSPNUIFEJGGFSFODFJOUIFDBSSZJOHWBMVFPGSFGVOEFE
EFCUBOEJUTSFBDRVJTJUJPOQSJDF5IJTBNPVOUJTEFGFSSFEBOEBNPSUJ[FEPWFSUIFTIPSUFSPGUIFMJGFPGUIFSFGVOEFEPS
SFGVOEJOH EFCU 5IF EFGFSSFE PVUGMPXT PG SFTPVSDFT GPS QFOTJPOT SFTVMUT GSPN DPOUSJCVUJPOT TVCTFRVFOU UP UIF
NFBTVSFNFOUEBUF EJGGFSFODFCFUXFFOQSPKFDUFEBOEBDUVBMJOWFTUNFOUFBSOJOHT EJGGFSFODFCFUXFFOFYQFDUFEBOE
BDUVBMFYQFSJFODF DIBOHFTJOBDUVBSJBMBTTVNQUJPOTBOEDIBOHFTJOQSPQPSUJPOT
*OBEEJUJPOUPMJBCJMJUJFT UIFTUBUFNFOUPGGJOBODJBMQPTJUJPOXJMMTPNFUJNFTSFQPSUBTFQBSBUFTFDUJPOGPSEFGFSSFEJOGMPXT
PGSFTPVSDFT5IJTTFQBSBUFGJOBODJBMTUBUFNFOUFMFNFOU EFGFSSFEJOGMPXTPGSFTPVSDFT SFQSFTFOUTBOBDRVJTJUJPOPG
OFUQPTJUJPOUIBUBQQMJFTUPBGVUVSFQFSJPE T BOETPXJMMOPUCFSFDPHOJ[FEBTBOJOGMPXPGSFTPVSDFT SFWFOVF VOUJM
UIBUUJNF5IFHPWFSONFOUIBTUISFFUZQFTPGJUFNTUIBURVBMJGZGPSSFQPSUJOHJOUIJTDBUFHPSZ5IFEFGFSSFEJOGMPXTPG
SFTPVSDFTSFQPSUFEJOUIFCVTJOFTTUZQFBDUJWJUJFTBOEQSPQSJFUBSZGVOETSFQSFTFOUTFXFSSFWFOVFTUIBUBSFSFTFSWFE
BOOVBMMZUPOPSNBMJ[FGVUVSFTFXFSSBUFT TFF3BUF4UBCJMJ[BUJPO Q 5IFEFGFSSFEJOGMPXTPGSFTPVSDFTPOQFOTJPOT
BSFSFQPSUFEJOUIFHPWFSONFOUXJEF4UBUFNFOUPG/FU1PTJUJPO
5IF EFGFSSFE JOGMPXT PG SFTPVSDFT PO QFOTJPOT SFTVMUT GSPN DPOUSJCVUJPOT TVCTFRVFOU UP UIF NFBTVSFNFOU EBUF
EJGGFSFODFCFUXFFOQSPKFDUFEBOEBDUVBMJOWFTUNFOUFBSOJOHT EJGGFSFODFCFUXFFOFYQFDUFEBOEBDUVBMFYQFSJFODF
DIBOHFTJOBDUVBSJBMBTTVNQUJPOTBOEDIBOHFTJOQSPQPSUJPOT5IFEFGFSSFEJOGMPXTPGSFTPVSDFTBEWBODFEHSBOUTJT
SFQPSUFEPOUIFHPWFSONFOUXJEF4UBUFNFOUPG/FU1PTJUJPOBOEUIFHPWFSONFOUBMGVOET#BMBODF4IFFU SFQSFTFOUJOH
HSBOUT SFDFJWFE CFGPSF NFFUJOH UJNF SFRVJSFNFOUT  CVU BGUFS BMM PUIFS FMJHJCJMJUZ SFRVJSFNFOUT IBWF CFFO NFU5IF
EFGFSSFE JOGMPXT PG SFTPVSDFTVOBWBJMBCMF SFWFOVF JT SFQPSUFE POMZ JO UIF HPWFSONFOUBM GVOET CBMBODF TIFFU5IF
HPWFSONFOUBM GVOET SFQPSU VOBWBJMBCMF SFWFOVF GSPN UISFF TPVSDFT QSPQFSUZ UBYFT  EJTUSJDU DPVSU SFDFJWBCMFT BOE
BCBUFNFOU SFDFJWBCMFT5IFTF BNPVOUT BSF EFGFSSFE BOE SFDPHOJ[FE BT BO JOGMPX PG SFTPVSDFT JO UIF QFSJPE UIBU
BNPVOUTCFDPNFBWBJMBCMF
/FU1PTJUJPO'MPX"TTVNQUJPO
4PNFUJNFTUIFHPWFSONFOUXJMMGVOEPVUMBZTGPSBQBSUJDVMBSQVSQPTFGSPNCPUISFTUSJDUFE FH SFTUSJDUFECPOEPSHSBOU
QSPDFFET  BOE VOSFTUSJDUFE SFTPVSDFT *O PSEFS UP DBMDVMBUF UIF BNPVOUT UP SFQPSU BT SFTUSJDUFE  OFU QPTJUJPO BOE
VOSFTUSJDUFEOFUQPTJUJPOJOUIFHPWFSONFOUXJEFBOEQSPQSJFUBSZGVOETUBUFNFOUT BGMPXBTTVNQUJPONVTUCFNBEF

/PUFTUPUIF'JOBODJBM4UBUFNFOUT

,JOH$PVOUZ 8BTIJOHUPO

BCPVUUIFPSEFSJOXIJDIUIFSFTPVSDFTBSFDPOTJEFSFEUPCFBQQMJFE*UJTUIF$PVOUZ`TQPMJDZUPDPOTJEFSSFTUSJDUFE
OFUQPTJUJPOUPIBWFCFFOEFQMFUFECFGPSFVOSFTUSJDUFEOFUQPTJUJPOJTBQQMJFE
'VOE#BMBODF'MPX"TTVNQUJPOT
4PNFUJNFTUIFHPWFSONFOUXJMMGVOEPVUMBZTGPSBQBSUJDVMBSQVSQPTFGSPNCPUISFTUSJDUFEBOEVOSFTUSJDUFESFTPVSDFT
UIFUPUBMPGDPNNJUUFE BTTJHOFEBOEVOBTTJHOFEGVOECBMBODF *OPSEFSUPDBMDVMBUFUIFBNPVOUTUPSFQPSUBTSFTUSJDUFE
DPNNJUUFE BTTJHOFEBOEVOBTTJHOFEGVOECBMBODFJOUIFHPWFSONFOUBMGVOETUBUFNFOUT BGMPXBTTVNQUJPONVTUCF
NBEFBCPVUUIFPSEFSJOXIJDIUIFSFTPVSDFTBSFDPOTJEFSFEUPCFBQQMJFE*UJTUIF$PVOUZ`TQPMJDZUPDPOTJEFSSFTUSJDUFE
GVOECBMBODFUPIBWFCFFOEFQMFUFECFGPSFVTJOHBOZPGUIFDPNQPOFOUTPGVOSFTUSJDUFEGVOECBMBODF'VSUIFS XIFO
UIFDPNQPOFOUTPGVOSFTUSJDUFEGVOECBMBODFDBOCFVTFEGPSUIFTBNFQVSQPTF DPNNJUUFEGVOECBMBODFJTEFQMFUFE
GJSTU GPMMPXFECZBTTJHOFEGVOECBMBODF6OBTTJHOFEGVOECBMBODFJTBQQMJFEMBTU
'VOE#BMBODF1PMJDJFT
'VOECBMBODFPGHPWFSONFOUBMGVOETJTSFQPSUFEJOWBSJPVTDBUFHPSJFTCBTFEPOUIFOBUVSFPGBOZMJNJUBUJPOTSFRVJSJOH
UIFVTFPGSFTPVSDFTGPSTQFDJGJDQVSQPTFT5IFHPWFSONFOUJUTFMGDBOFTUBCMJTIMJNJUBUJPOTPOUIFVTFPGSFTPVSDFT
UISPVHIFJUIFSBDPNNJUNFOU DPNNJUUFEGVOECBMBODF PSBOBTTJHONFOU BTTJHOFEGVOECBMBODF 
5IFDPNNJUUFEGVOECBMBODFDMBTTJGJDBUJPOJODMVEFTBNPVOUTUIBUDBOCFVTFEPOMZGPSUIFTQFDJGJDQVSQPTFTEFUFSNJOFE
CZBGPSNBMBDUJPOPGUIFHPWFSONFOU`TIJHIFTUMFWFMPGEFDJTJPONBLJOHBVUIPSJUZ5IF$PVOUZ$PVODJMJTUIFIJHIFTU
MFWFMPGEFDJTJPONBLJOHBVUIPSJUZGPSUIFHPWFSONFOUUIBUDBO CZBEPQUJPOPGBOPSEJOBODFPSNPUJPOQSJPSUPUIFFOE
PGUIFGJTDBMZFBS DPNNJUGVOECBMBODF0ODFBEPQUFE UIFMJNJUBUJPOJNQPTFECZUIFPSEJOBODFSFNBJOTJOQMBDFVOUJM
BTJNJMBSBDUJPOJTUBLFO UIFBEPQUJPOPGBOPUIFSPSEJOBODF UPSFNPWFPSSFWJTFUIFMJNJUBUJPO
"NPVOUTJOUIFBTTJHOFEGVOECBMBODFDMBTTJGJDBUJPOBSFJOUFOEFEUPCFVTFECZUIFHPWFSONFOUGPSTQFDJGJDQVSQPTFT
CVUEPOPUNFFUUIFDSJUFSJBUPCFDMBTTJGJFEBTDPNNJUUFE5IF$PVODJMIBTCZPSEJOBODFBVUIPSJ[FEUIFFYFDVUJWFUP
BTTJHOGVOECBMBODF5IF$PVODJMNBZBMTPBTTJHOGVOECBMBODFBTJUEPFTXIFOBQQSPQSJBUJOHGVOECBMBODFUPDPWFS
B HBQ CFUXFFO FTUJNBUFE SFWFOVF BOE BQQSPQSJBUJPOT JO UIF TVCTFRVFOU ZFBS`T BQQSPQSJBUFE CVEHFU 6OMJLF
DPNNJUNFOUT BTTJHONFOUTHFOFSBMMZPOMZFYJTUUFNQPSBSJMZ*OPUIFSXPSET BOBEEJUJPOBMBDUJPOEPFTOPUOPSNBMMZ
IBWFUPCFUBLFOGPSUIFSFNPWBMPGBOBTTJHONFOU$POWFSTFMZ BTEJTDVTTFEBCPWF BOBEEJUJPOBMBDUJPOJTFTTFOUJBM
UPFJUIFSSFNPWFPSSFWJTFBDPNNJUNFOU
3FWFOVFTBOE&YQFOEJUVSFT&YQFOTFT
1SPHSBN3FWFOVFT
"NPVOUTSFQPSUFEBTQSPHSBNSFWFOVFTJODMVEF DIBSHFTUPDVTUPNFSTPSBQQMJDBOUTXIPQVSDIBTF VTF PSEJSFDUMZ
CFOFGJUGSPNHPPET TFSWJDFTPSQSJWJMFHFTQSPWJEFECZBHJWFOGVODUJPOPSTFHNFOUBOE HSBOUTBOEDPOUSJCVUJPOTUIBU
BSFSFTUSJDUFEUPNFFUJOHUIFPQFSBUJPOBMPSDBQJUBMSFRVJSFNFOUTPGBQBSUJDVMBSGVODUJPOPSTFHNFOU"MMUBYFT JODMVEJOH
UIPTFEFEJDBUFEGPSTQFDJGJDQVSQPTFT BOEPUIFSJOUFSOBMMZEFEJDBUFESFTPVSDFTBSFSFQPSUFEBTHFOFSBMSFWFOVFT
SBUIFSUIBOBTQSPHSBNSFWFOVFT
"MMPDBUJOH*OEJSFDU&YQFOTFUP'VODUJPOT
5IF4UBUFNFOUPG"DUJWJUJFTEFNPOTUSBUFTUIFEFHSFFUPXIJDIUIFEJSFDUFYQFOTFTPGBHJWFOGVODUJPOPSTFHNFOUJT
PGGTFUCZQSPHSBNSFWFOVFT%JSFDUFYQFOTFTBSFUIPTFUIBUBSFDMFBSMZJEFOUJGJBCMFXJUIBTQFDJGJDGVODUJPOPSTFHNFOU
*OEJSFDUFYQFOTFTUIBUIBWFCFFOBMMPDBUFEGSPNHFOFSBMHPWFSONFOUUPWBSJPVTGVODUJPOBMBDUJWJUJFTBSFSFQPSUFEJOB
TFQBSBUFDPMVNO
$PNQFOTBUFE"CTFODFT
&MJHJCMF,JOH$PVOUZFNQMPZFFTFBSOEBZTPGTJDLMFBWFBOEUPEBZTPGWBDBUJPOQFSZFBS"OVOMJNJUFEBNPVOU
PGTJDLMFBWFBOEBNBYJNVNPGEBZTPGWBDBUJPONBZCFDBSSJFEPWFSBUZFBSFOE"OFNQMPZFFMFBWJOHFNQMPZNFOU
BU,JOH$PVOUZJTFOUJUMFEUPCFQBJEGPSVOVTFEWBDBUJPOMFBWFBOE JGMFBWJOHFNQMPZNFOUEVFUPEFBUIPSSFUJSFNFOU
GPSQFSDFOUPGUIFWBMVFPGVOVTFETJDLMFBWF'PSSFQPSUJOHQVSQPTFT BWBSJFUZPGGBDUPSTBSFVTFEUPFTUJNBUFUIF
QPSUJPOPGUIFBDDVNVMBUFETJDLMFBWFUIBUJTTVCKFDUUPBDDSVBM
"MJBCJMJUZJTBDDSVFEGPSFTUJNBUFEFYDFTTDPNQFOTBUJPOQBZBCMFUPUIF8BTIJOHUPO4UBUF%FQBSUNFOUPG3FUJSFNFOU
4ZTUFNTCBTFEPOBOFNQMPZFF`TBDDSVFEWBDBUJPOBOETJDLMFBWF"OFYDFTTDPNQFOTBUJPOMJBCJMJUZJTJODVSSFEXIFO
BOFNQMPZFFXIPTFSFUJSFNFOUCFOFGJUTBSFCBTFEJOQBSUPOFYDFTTDPNQFOTBUJPOSFDFJWFTBUFSNJOBUJPOPSTFWFSBODF
/PUFTUPUIF'JOBODJBM4UBUFNFOUT

,JOH$PVOUZ 8BTIJOHUPO

QBZNFOUEFGJOFECZUIF4UBUFBTFYDFTTDPNQFOTBUJPO5IJTJODMVEFT CVUJTOPUMJNJUFEUP BDBTIPVUPGVOVTFEBOOVBM
MFBWFJOFYDFTTPGIPVSTBOEBDBTIPVUPGBOZPUIFSGPSNPGMFBWF"MMWBDBUJPOQBZMJBCJMJUZBOEBQPSUJPOPGTJDL
MFBWFMJBCJMJUZBSFBDDSVFEJOUIFHPWFSONFOUXJEFBOEQSPQSJFUBSZTUBUFNFOUT
1SPQSJFUBSZ'VOET0QFSBUJOHBOE/POPQFSBUJOH3FWFOVFTBOE&YQFOTFT
1SPQSJFUBSZGVOETEJTUJOHVJTIPQFSBUJOHSFWFOVFTBOEFYQFOTFTGSPNOPOPQFSBUJOHJUFNT0QFSBUJOHSFWFOVFTBOE
FYQFOTFTHFOFSBMMZSFTVMUGSPNQSPWJEJOHTFSWJDFTJODPOOFDUJPOXJUIBQSPQSJFUBSZGVOE`TQSJODJQBMPOHPJOHPQFSBUJPOT
6TFSGFFT TFXBHFGFFT QBTTFOHFSGBSFT EJTQPTBMDIBSHFT FUD DIBSHFECZUIF$PVOUZ`TFOUFSQSJTFGVOETGPSUIF
VTFPGJUTCVTJOFTTUZQFGBDJMJUJFTBOEDIBSHFTGPSTFSWJDFTPGJOUFSOBMTFSWJDFGVOETBSFDMBTTJGJFEBTPQFSBUJOHSFWFOVFT
3FOUBMJODPNFJTPQFSBUJOHSFWFOVFUPUIF"JSQPSUFOUFSQSJTF XIPTFQSJODJQBMPQFSBUJPOJTMFBTJOHSFBMQSPQFSUZ5IF
DPSSFTQPOEJOHDPTUTPGTFSWJDFQSPWJTJPOBOEEFMJWFSZ JODMVEJOHEJSFDUBENJOJTUSBUJPODPTUT EFQSFDJBUJPOPSBNPSUJ[BUJPO
PG DBQJUBM BTTFUT  BOE PUIFS BMMPDBUJPOT PG GVUVSF DPTUT UP DVSSFOU ZFBS PQFSBUJPOT FH  MBOEGJMM QPTUDMPTVSF  PUIFS
QPTUFNQMPZNFOUCFOFGJUT DPNQSJTFPQFSBUJOHFYQFOTFT"MMPUIFSSFWFOVFTBOEFYQFOTFTOPUNFFUJOHUIJTEFGJOJUJPO
BSFSFQPSUFEBTOPOPQFSBUJOH

/PUFTUPUIF'JOBODJBM4UBUFNFOUT

,JOH$PVOUZ 8BTIJOHUPO

/PUF

3FDPODJMJBUJPOPG(PWFSONFOUXJEFBOE'VOE'JOBODJBM4UBUFNFOUT
&YQMBOBUJPOPGDFSUBJOEJGGFSFODFTCFUXFFOUIF(PWFSONFOUBM'VOET#BMBODF4IFFUBOEUIF(PWFSONFOUXJEF
4UBUFNFOUPG/FU1PTJUJPO JOUIPVTBOET 5IFHPWFSONFOUBMGVOETCBMBODFTIFFUJODMVEFTSFDPODJMJBUJPOCFUXFFO
GVOECBMBODFUPUBMHPWFSONFOUBMGVOETBOEOFUQPTJUJPOHPWFSONFOUBMBDUJWJUJFTBTSFQPSUFEJOUIFHPWFSONFOUXJEF
TUBUFNFOUPGOFUQPTJUJPO
0OFFMFNFOUPGUIBUSFDPODJMJBUJPOFYQMBJOT a-POHUFSNMJBCJMJUJFT JODMVEJOHCPOETQBZBCMF BSFOPUEVFBOEQBZBCMF
JOUIFDVSSFOUQFSJPEBOEUIFSFGPSFBSFOPUSFQPSUFEJOUIFGVOETb
-POHUFSNMJBCJMJUJFTSFQPSUFEGPSHPWFSONFOUBMBDUJWJUJFT


#POETQBZBCMF

 

6OBNPSUJ[FEQSFNJVNTPOCPOETTPME

 

"DDSVFEJOUFSFTUQBZBCMF

 

$PNQFOTBUFEBCTFODFT

 

/FUQFOTJPOMJBCJMJUZ

 

%FGFSSFEJOGMPXTPOQFOTJPOT

 

0UIFSQPTUFNQMPZNFOUCFOFGJUT
5PUBMBEKVTUNFOUTSFMBUFEUPMPOHUFSNMJBCJMJUJFT

 
   

"OPUIFSFMFNFOUPGUIBUSFDPODJMJBUJPOTUBUFT a$BQJUBMBTTFUTVTFEJOHPWFSONFOUBMBDUJWJUJFTBSFOPUGJOBODJBMSFTPVSDFT
BOEBSFOPUSFQPSUFEJOUIFGVOETb
$BQJUBMBTTFUTSFQPSUFEGPSHPWFSONFOUBMBDUJWJUJFT
   

/POEFQSFDJBCMF
%FQSFDJBCMF

 

-FTT$BQJUBMBTTFUTJOHPWFSONFOUBMJOUFSOBMTFSWJDFGVOET BMM
JOUFSOBMTFSWJDFGVOETFYDFQU8BTUFXBUFS&RVJQNFOU3FQMBDFNFOU

 
   

5PUBMBEKVTUNFOUTSFMBUFEUPDBQJUBMBTTFUT

"OPUIFS FMFNFOU PG UIF SFDPODJMJBUJPO TUBUFT  a0UIFS MPOHUFSN BTTFUT BSF OPU BWBJMBCMF UP QBZ GPS DVSSFOUQFSJPE
FYQFOEJUVSFTBOEUIFSFGPSFBSFEFGFSSFEJOUIFGVOETb
-POHUFSNBTTFUTSFQPSUFEGPSHPWFSONFOUBMBDUJWJUJFT
&BSOFECVUVOBWBJMBCMFUBYFTBOEBTTFTTNFOUT



/FUQFOTJPOBTTFU

 
 

#POESFGVOEJOHDPNQPOFOUVOJU

 

%FGFSSFEPVUGMPXTPOSFGVOEJOH UPCFBNPSUJ[FEBTJOUFSFTUFYQFOTF

 

%FGFSSFEPVUGMPXTPOQFOTJPOT

 

&BSOFECVUVOBWBJMBCMFDPVSUGJOFTBOEQFOBMUJFT
5PUBMBEKVTUNFOUTSFMBUFEUPMPOHUFSNBTTFUT

 
  

"OPUIFSFMFNFOUPGUIBUSFDPODJMJBUJPOTUBUFT (PWFSONFOUBMBDUJWJUJFTJOUFSOBMTFSWJDFGVOETBTTFUTBOEMJBCJMJUJFTBSF
JODMVEFEJOUIFHPWFSONFOUBMBDUJWJUJFTJOUIFTUBUFNFOUPGOFUQPTJUJPO
*OUFSOBMTFSWJDFGVOETSFQPSUFEGPSHPWFSONFOUBMBDUJWJUJFT
/FUQPTJUJPOPGUIFHPWFSONFOUBMBDUJWJUJFTJOUFSOBMTFSWJDFGVOET

  

*OUFSOBMQBZBCMFSFQSFTFOUJOHDIBSHFTJOFYDFTTPGDPTUUPUIFFOUFSQSJTF
GVOETCZUIFHPWFSONFOUBMBDUJWJUJFTJOUFSOBMTFSWJDFGVOETQSJPSZFBST

 

*OUFSOBMQBZBCMFSFQSFTFOUJOHUIFBNPVOUPWFSDIBSHFEUPUIFFOUFSQSJTF
GVOETCZUIFHPWFSONFOUBMBDUJWJUJFTJOUFSOBMTFSWJDFGVOETDVSSFOUZFBS
5PUBMBEKVTUNFOUTSFMBUFEUPJOUFSOBMTFSWJDFGVOET

/PUFTUPUIF'JOBODJBM4UBUFNFOUT

 


 

,JOH$PVOUZ 8BTIJOHUPO

&YQMBOBUJPOPGDFSUBJOEJGGFSFODFTCFUXFFOUIF(PWFSONFOUBM'VOET4UBUFNFOUPG3FWFOVFT &YQFOEJUVSFT
BOE $IBOHFT JO 'VOE #BMBODFT BOE UIF (PWFSONFOUXJEF 4UBUFNFOU PG "DUJWJUJFT JO UIPVTBOET  5IF
HPWFSONFOUBM GVOET TUBUFNFOU PG SFWFOVFT  FYQFOEJUVSFT  BOE DIBOHFT JO GVOE CBMBODFT JODMVEFT SFDPODJMJBUJPO
CFUXFFO OFU DIBOHFT JO GVOE CBMBODFT  UPUBM HPWFSONFOUBM GVOET BOE DIBOHFT JO OFU QPTJUJPOT PG HPWFSONFOUBM
BDUJWJUJFTSFQPSUFEJOUIFHPWFSONFOUXJEFTUBUFNFOUPGBDUJWJUJFT
0OFFMFNFOUPGUIBUSFDPODJMJBUJPOFYQMBJOT a(PWFSONFOUBMGVOETSFQPSUDBQJUBMPVUMBZTBTFYQFOEJUVSFT)PXFWFS JO
UIF TUBUFNFOU PG BDUJWJUJFT UIF DPTU PG UIPTF BTTFUT JT BMMPDBUFE PWFS UIFJS FTUJNBUFE VTFGVM MJWFT BOE SFQPSUFE BT
EFQSFDJBUJPOFYQFOTFb
$BQJUBMPVUMBZSFQPSUFEGPSHPWFSONFOUBMBDUJWJUJFT


$BQJUBMPVUMBZ
%FQSFDJBUJPOFYQFOTF

 
 

5PUBMBEKVTUNFOUTSFMBUFEUPDBQJUBMPVUMBZ



 

"OPUIFSFMFNFOUPGUIBUSFDPODJMJBUJPOTUBUFT a5IFOFUFGGFDUPGWBSJPVTNJTDFMMBOFPVTUSBOTBDUJPOTJOWPMWJOHDBQJUBM
BTTFUT FH TBMFT USBEFJOTBOEEPOBUJPOT JODSFBTFTOFUQPTJUJPOb
.JTDFMMBOFPVTDBQJUBMBTTFUUSBOTBDUJPOTSFQPSUFEGPSHPWFSONFOUBMBDUJWJUJFT
5IFTUBUFNFOUPGBDUJWJUJFTSFQPSUUIFHBJOPSMPTTPOUIFTBMFPGDBQJUBMBTTFUT
XIJMFHSPTTQSPDFFETJODSFBTFGJOBODJBMSFTPVSDFTJOUIFHPWFSONFOUBMGVOET
5IFEJGGFSFODFJTUIFOFUCPPLWBMVFPGDBQJUBMBTTFUTTPME



%POBUJPOTPGDBQJUBMBTTFUTJODSFBTFOFUQPTJUJPOJOUIFTUBUFNFOUPGBDUJWJUJFT CVU
EPOPUBQQFBSJOUIFHPWFSONFOUBMGVOET

 


5PUBMBEKVTUNFOUTSFMBUFEUPNJTDFMMBOFPVTDBQJUBMBTTFUUSBOTBDUJPOT

 

 

"OPUIFS FMFNFOU PG UIBU SFDPODJMJBUJPO TUBUFT  a3FWFOVFT JO UIF TUBUFNFOU PG BDUJWJUJFT UIBU EP OPU QSPWJEF DVSSFOU
GJOBODJBMSFTPVSDFTBSFOPUSFQPSUFEBTSFWFOVFTJOUIFHPWFSONFOUBMGVOETb
3FWFOVFTSFQPSUFEGPSHPWFSONFOUBMBDUJWJUJFT
6OBWBJMBCMFSFWFOVFQSPQFSUZUBYFT



1BZNFOUPGSFDFJWBCMFGSPNDPNQPOFOUVOJU

 
 

6OBWBJMBCMFSFWFOVFDIBSHFTGPSTFSWJDFT

 

6OBWBJMBCMFSFWFOVFGJOFTBOEGPSGFJUT

 

5SBOTGFSTPVU

 

5PUBMBEKVTUNFOUTSFMBUFEUPSFWFOVFT



 

"OPUIFSFMFNFOUPGUIBUSFDPODJMJBUJPOTUBUFT a5IFJTTVBODFPGMPOHUFSNEFCUQSPWJEFTDVSSFOUGJOBODJBMSFTPVSDFTUP
HPWFSONFOUBMGVOET XIJMFUIFSFQBZNFOUPGUIFQSJODJQBMPGMPOHUFSNEFCUDPOTVNFTUIFDVSSFOUGJOBODJBMSFTPVSDFT
PGHPWFSONFOUBMGVOET/FJUIFSUSBOTBDUJPOIBTBOZFGGFDUPOOFUQPTJUJPO"MTP HPWFSONFOUBMGVOETSFQPSUUIFFGGFDU
PGQSFNJVNTBOETJNJMBSJUFNTXIFOEFCUJTGJSTUJTTVFE XIFSFBTUIFTFBNPVOUTBSFEFGFSSFEBOEBNPSUJ[FEJOUIF
TUBUFNFOUPGBDUJWJUJFTb
%FCUJTTVBODFPSSFGVOEJOHTSFQPSUFEGPSHPWFSONFOUBMBDUJWJUJFT
*TTVBODFPGHFOFSBMHPWFSONFOUEFCU



1SFNJVNPOCPOETTPME

 
 

1SJODJQBMSFQBZNFOUT

 

5PUBMBEKVTUNFOUTSFMBUFEUPEFCUJTTVBODFPSSFGVOEJOHT



 

/PUFTUPUIF'JOBODJBM4UBUFNFOUT

,JOH$PVOUZ 8BTIJOHUPO

"OPUIFSFMFNFOUPGUIBUSFDPODJMJBUJPOTUBUFT a4PNFFYQFOTFTSFQPSUFEJOUIFTUBUFNFOUPGBDUJWJUJFTEPOPUSFRVJSF
UIFVTFPGDVSSFOUGJOBODJBMSFTPVSDFTBOEUIFSFGPSFBSFOPUSFQPSUFEBTFYQFOEJUVSFTJOHPWFSONFOUBMGVOETb
&YQFOTFTSFQPSUFEGPSHPWFSONFOUBMBDUJWJUJFT


$PNQFOTBUFEBCTFODFT
0UIFSQPTUFNQMPZNFOUCFOFGJUT


 

*OUFSFTUPOMPOHUFSNEFCU

 

1FOTJPOFYQFOTF

 

-&0''TQFDJBMGVOEJOH

 

5PUBMBEKVTUNFOUTSFMBUFEUPFYQFOTFT



 

"OPUIFSFMFNFOUPGUIBUSFDPODJMJBUJPOTUBUFT a/FUSFWFOVFTBOEFYQFOTFTPGDFSUBJOBDUJWJUJFTPGJOUFSOBMTFSWJDF
GVOETBSFSFQPSUFEXJUIHPWFSONFOUBMBDUJWJUJFTb
*OUFSOBMTFSWJDFGVOETSFQPSUFEGPSHPWFSONFOUBMBDUJWJUJFT


*OWFTUNFOUJOUFSFTUFBSOJOHT

 

3FWFOVFTSFMBUFEUPTFSWJDFTQSPWJEFEUPPVUTJEFQBSUJFT

 

&YQFOTFTSFMBUFEUPTFSWJDFTQSPWJEFEUPPVUTJEFQBSUJFT

 

-PTTPOEJTQPTBMPGDBQJUBMBTTFUT



*OUFSFTUPOMPOHUFSNEFCU

 

$BQJUBMDPOUSJCVUJPOT

 

5SBOTGFSTJO

 

5SBOTGFSTPVU

 

*OUFSOBMTFSWJDFGVOEHBJOTBMMPDBUFEUPHPWFSONFOUBMBDUJWJUJFT
5PUBMBEKVTUNFOUTSFMBUFEUPJOUFSOBMTFSWJDFGVOET

 


 

&YQMBOBUJPO PG DFSUBJO EJGGFSFODFT CFUXFFO UIF 1SPQSJFUBSZ 'VOET 4UBUFNFOU PG /FU 1PTJUJPO BOE UIF
(PWFSONFOUXJEF 4UBUFNFOU PG /FU 1PTJUJPO JO UIPVTBOET  5IF QSPQSJFUBSZ GVOET TUBUFNFOU PG OFU QPTJUJPO
JODMVEFTSFDPODJMJBUJPOCFUXFFOOFUQPTJUJPOUPUBMFOUFSQSJTFGVOETBOEOFUQPTJUJPOPGCVTJOFTTUZQFBDUJWJUJFTBT
SFQPSUFEJOUIFHPWFSONFOUXJEFTUBUFNFOUPGOFUQPTJUJPO
5IFEFTDSJQUJPOPGUIFSFDPODJMJBUJPOJTa"EKVTUNFOUUPSFGMFDUUIFDPOTPMJEBUJPOPGJOUFSOBMTFSWJDFGVOEBDUJWJUJFTSFMBUFE
UPFOUFSQSJTFGVOETb5IFBTTFUTBOEMJBCJMJUJFTPGPOFJOUFSOBMTFSWJDFGVOE 8BTUFXBUFS&RVJQNFOU3FOUBM'VOE BSF
JODMVEFEJOUIFCVTJOFTTUZQFBDUJWJUJFTJOUIFTUBUFNFOUPGOFUQPTJUJPOCFDBVTFUIFGVOEXBTFTUBCMJTIFEUPTFSWFUIF
8BUFS2VBMJUZ&OUFSQSJTF
$POTPMJEBUJPOPGJOUFSOBMTFSWJDFGVOEBDUJWJUJFTSFMBUFEUPFOUFSQSJTFGVOET
/FUQPTJUJPOPGUIFCVTJOFTTUZQFBDUJWJUJFTJOUFSOBMTFSWJDFGVOE



*OUFSOBMSFDFJWBCMFSFQSFTFOUJOHDIBSHFTJOFYDFTTPGDPTUUPUIFFOUFSQSJTFGVOETCZ
UIFHPWFSONFOUBMBDUJWJUJFTJOUFSOBMTFSWJDFGVOETQSJPSZFBST

 

*OUFSOBMSFDFJWBCMFSFQSFTFOUJOHUIFBNPVOUPWFSDIBSHFEUPUIFFOUFSQSJTFGVOETCZUIF
HPWFSONFOUBMBDUJWJUJFTJOUFSOBMTFSWJDFGVOETDVSSFOUZFBS
5PUBMBEKVTUNFOUTSFMBUFEUPDPOTPMJEBUJPOPGJOUFSOBMTFSWJDFGVOETGPSFOUFSQSJTFGVOET

/PUFTUPUIF'JOBODJBM4UBUFNFOUT

 

 


 

,JOH$PVOUZ 8BTIJOHUPO

&YQMBOBUJPO PG DFSUBJO EJGGFSFODFT CFUXFFO UIF 1SPQSJFUBSZ 'VOET 4UBUFNFOU PG 3FWFOVFT  &YQFOTFT BOE
$IBOHFTJO'VOE/FU1PTJUJPOBOEUIF(PWFSONFOUXJEF4UBUFNFOUPG"DUJWJUJFT JOUIPVTBOET 5IFQSPQSJFUBSZ
GVOETTUBUFNFOUPGSFWFOVFT FYQFOTFTBOEDIBOHFTJOGVOEOFUQPTJUJPOJODMVEFTBSFDPODJMJBUJPOCFUXFFODIBOHFJO
OFUQPTJUJPOUPUBMFOUFSQSJTFGVOETBOEDIBOHFJOOFUQPTJUJPOPGCVTJOFTTUZQFBDUJWJUJFTBTSFQPSUFEJOUIFHPWFSONFOU
XJEFTUBUFNFOUPGBDUJWJUJFT
5IFEFTDSJQUJPOPGUIFSFDPODJMJBUJPOJTa"EKVTUNFOUUPSFGMFDUUIFDPOTPMJEBUJPOPGJOUFSOBMTFSWJDFGVOEBDUJWJUJFTSFMBUFE
UPFOUFSQSJTFGVOETb
$POTPMJEBUJPOPGJOUFSOBMTFSWJDFGVOEBDUJWJUJFTSFMBUFEUPFOUFSQSJTFGVOET


*OWFTUNFOUJOUFSFTUFBSOJOHT
3FWFOVFTSFMBUFEUPTFSWJDFTQSPWJEFEUPPVUTJEFQBSUJFT




&YQFOTFTSFMBUFEUPTFSWJDFTQSPWJEFEUPPVUTJEFQBSUJFT



(BJOPOEJTQPTBMPGDBQJUBMBTTFUT



$BQJUBMDPOUSJCVUJPOT

 

5SBOTGFSTJO



*OUFSOBMTFSWJDFGVOEHBJOTBMMPDBUFEUPCVTJOFTTUZQFBDUJWJUJFT
5PUBMBEKVTUNFOUTSFMBUFEUPDPOTPMJEBUJPOPGJOUFSOBMTFSWJDFGVOETGPSFOUFSQSJTFGVOET

/PUFTUPUIF'JOBODJBM4UBUFNFOUT

 


 

,JOH$PVOUZ 8BTIJOHUPO

/PUF

4UFXBSETIJQ $PNQMJBODFBOE"DDPVOUBCJMJUZ
#VEHFUBSZ#BTJTPG"DDPVOUJOH
#JFOOJBMCVEHFUTBSFBEPQUFEPOUIFNPEJGJFEBDDSVBMCBTJTPGBDDPVOUJOHGPSUIF(FOFSBM'VOE )FBMUI'VOE OPONBKPS
TQFDJBMSFWFOVFGVOETBOEEFCUTFSWJDFGVOET5IFDBQJUBMQSPKFDUTGVOET FYDFQUUIF3PBET*NQSPWFNFOU%JTUSJDUT
$POTUSVDUJPO'VOE BSFDPOUSPMMFECZNVMUJZFBSCVEHFUT#VEHFUTGPSUIFCMFOEFEDPNQPOFOUVOJUTBSFBQQSPWFEVOEFS
UIFBVUIPSJUZPGUIFJSSFTQFDUJWFHPWFSOJOHCPEJFT
3FWFOVFTBSFFTUJNBUFEPOUIFCBTJTPGXIFOUIFZCFDPNFTVTDFQUJCMFUPBDDSVBM#VEHFUFEBQQSPQSJBUJPOTJODMVEF
CPUIFYQFOEJUVSFTBOEPUIFSGJOBODJOHVTFTUIFZBSFCVEHFUFECBTFEPOMJBCJMJUJFTFYQFDUFEUPCFQBJEJOUIFHJWFO
CVEHFUQFSJPEGPSUIFBDRVJTJUJPOPGHPPETBOETFSWJDFT
5IF,JOH$PVOUZ$PVODJMFOBDUTBQQSPQSJBUJPOTCZPSEJOBODF HFOFSBMMZBUUIFBQQSPQSJBUJPOVOJUMFWFM5IF(SBOUT
'VOEJTBQQSPQSJBUFEBUUIFGVOEMFWFM5IFTFBSFUIFMFHBMMFWFMTPGCVEHFUBSZDPOUSPM6OMFTTPUIFSXJTFQSPWJEFECZ
UIFBQQSPQSJBUJPOPSEJOBODFT BMMVOFYQFOEFEBOEVOFODVNCFSFEPQFSBUJOHBQQSPQSJBUJPOTMBQTFBUUIFFOEPGUIF
CJFOOJVN 5IF CVEHFUBSZ DPNQBSJTPO TDIFEVMFT CVEHFUBSZ CBTJT  JODMVEF WBSJBODFT BU UIF BQQSPQSJBUJPO MFWFM PG
FYQFOEJUVSFMFWFM
&YDFTTPG&YQFOEJUVSFTPWFS"QQSPQSJBUJPOT
)VNBO1PUFOUJBM4QFDJBM3FWFOVF
5IFFYQFOEJUVSFTJOUIF#ZSOF+"((SBOUBQQSPQSJBUJPOVOJUFYDFFEFEBQQSPQSJBUJPOTCZUIPVTBOE*OUIF
CJFOOJVN UIF#ZSOF+"(GVOETXFSFCVEHFUFEGPSUIFNPTUSFDFOUBXBSET XIJDIXFSFBXBSEFEGPSGJTDBM
ZFBSTBOE"XBSETGSPNQSJPSZFBSTBSFDPWFSFEVOEFSUIFDPOUJOHFODZJOUIF(SBOUT'VOE#FHJOOJOHJO
UIFCJFOOJVN BMM#ZSOF+"(HSBOUTXJMMCFFYQMJDJUMZCVEHFUFEBOEBDDPVOUFEGPSUIFJOUIF(SBOUT'VOE
&DPOPNJD(SPXUI4QFDJBM3FWFOVF
5IF&DPOPNJD(SPXUI4QFDJBM3FWFOVF'VOEIBEUXPPDDVSSFODFTPGFYQFOEJUVSFTFYDFFEJOHBQQSPQSJBUJPOT$%#(
(SFFOCSJEHF-PBOBOE3FWPMWJOH-PBOT8IFOUIF4FDUJPOMPBOXBTBQQSPWFEBEFDBEFBHP UIFMPBOSFQBZNFOU
XBTBMMPDBUFEBNPOHNBOZ$PVOUZBHFODJFTBOEGVOET"HFODJFTUSBOTGFSSFENPOFZJOUPUIJTGVOEUPQBZUIFJSTIBSF
PGUIFMPBO5IF$%#((SFFOCSJEHF-PBOGVOEXPVMENBLFUIFEFCUTFSWJDFQBZNFOUGPSBMMGVOETGSPNUIFBDDVNVMBUFE
USBOTGFST4JODFUIFPUIFSGVOETIBWFBQQSPQSJBUJPOTGPSUIFEFCUQBZNFOUT QBZNFOUTGSPNUIF$%#((SFFOCSJEHF
-PBOGVOEXFSFOPUBQQSPQSJBUFE5SFBUNFOUPGUIJTGVOEXJMMCFDPOTJEFSFEGPSUIFCJFOOJVN
5IF)PVTJOH0QQPSUVOJUZ-PBOTGVOEXBTPSJHJOBMMZTFUVQUPDPMMFDUSFQBZNFOUTPGOPOGFEFSBMGVOETJOUIF)PVTJOH
3FQBJSQSPHSBN XIJDIDPVMEOPUCFDPNJOHMFEXJUIUIFGFEFSBMGVOETGPSIPVTJOHSFQBJS5IFSFXFSFOPFYQFOEJUVSFT
QMBOOFEBOEUIVT OPBQQSPQSJBUJPOBVUIPSJUZTFUVQ5IF'VOEXBTMBUFSVTFEUPQBZGPSFNFSHFODZBOEJNNFEJBUF
IFBMUIBOETBGFUZIPNFSFQBJSTJOUIFIPVTJOHSFQBJSQSPHSBN OPUDPWFSFECZGFEFSBMGVOET/FXSVMFTBMMPXGPSUIF
DPNJOHMJOHPGGVOET UIVT QMBOTUPDMPTFUIJTGVOEBSFTFUGPS
#VJMU&OWJSPONFOU4QFDJBM3FWFOVF
5IF3PBET$POTUSVDUJPO5SBOTGFSBQQSPQSJBUJPOVOJUFYQFOEJUVSFTFYDFFEFEBQQSPQSJBUJPOTCZNJMMJPO'VOEJOH
GSPNUIFGVOEXBTBQQSPQSJBUFEWJBBSFWFOVFBDDPVOUUSBOTGFS SBUIFSUIBOBOPQFSBUJOHUSBOTGFSPVU"DUVBMTQFOEJOH
XBTNBEFUISPVHIBOPQFSBUJOHUSBOTGFSPVU
-JNJUFE(0#POE3FEFNQUJPO
1BZNFOUTNBEFJOUPUIFGJTDBMBHFOUGSPNEFCUTFSWJDFGVOETXFSFBVUIPSJ[FECZUIF$PVOUZPSEJOBODF
OPGPS&CPOET"MUIPVHIUIFQBZNFOUTXFSFBVUIPSJ[FECZBOPSEJOBODFBOEUIFSFWFOVFUPDPWFSUIF
QBZNFOUT XBT BWBJMBCMF   NJMMJPO XBT OPU BQQSPQSJBUFE BT SFRVJSFE "T B SFTVMU  FYQFOEJUVSFT FYDFFEFE
BQQSPQSJBUJPOTJOUIF-JNJUFE(FOFSBM0CMJHBUJPO#POE3FEFNQUJPOGVOECZNJMMJPO

/PUFTUPUIF'JOBODJBM4UBUFNFOUT

,JOH$PVOUZ 8BTIJOHUPO

%FGJDJU'VOE&RVJUZ
/PONBKPS(PWFSONFOUBM'VOET
'JOBODJBM4UFXBSETIJQ4QFDJBM3FWFOVF
5IF'JOBODJBM4UFXBSETIJQ4QFDJBM3FWFOVFGVOEIBTUXPGVOETUIBUSFQPSUEFGJDJUGVOECBMBODFT5IF3JTL"CBUFNFOU
GVOESFQPSUTBUPUBMGVOECBMBODFEFGJDJUPGOFBSMZNJMMJPO*O%FDFNCFSBKVEHNFOUEJSFDUFE,JOH$PVOUZ
UP QBZ 8BTIJOHUPO 4UBUF %FQBSUNFOU PG 3FUJSFNFOU 4ZTUFNT %34   NJMMJPO JO JOUFSFTU QBZNFOUT5IF 3JTL
"CBUFNFOUGVOENBEFUIFQBZNFOUUP%34JOXIJMFUIFCPOETUPTVQQPSUUIFUSBOTBDUJPOXJMMOPUCFBWBJMBCMFUP
SFQMFOJTIUIFGVOEVOUJM+VOF
5IF-POH5FSN-FBTFGVOESFQPSUTBUPUBMGVOECBMBODFEFGJDJUPGNJMMJPO5IJTJTEVFUPSFWFOVFBTTVNQUJPOT
NBEFEVSJOHCVEHFUEFWFMPQNFOU1MBOTFOEFEVQCFJOHSFWJTFEEVSJOHUIFCJFOOJVNTPQSPKFDUFESFWFOVFT
EJEOPUNBUFSJBMJ[F5IFEFGJDJUXJMMCFSFTPMWFEUISPVHIDPMMFDUJPOPGGVOETGSPNUFOBOUTJO$PVOUZCVJMEJOHTEVSJOHUIF
CJFOOJVN
#VJMU&OWJSPONFOU4QFDJBM3FWFOVF
5IF%FQBSUNFOUPG1FSNJUUJOHBOE&OWJSPONFOUBM3FWJFXGVOESFQPSUTGVOECBMBODFEFGJDJUPGUIPVTBOE5IJTJT
UIFSFTVMUPGBQFSNJUUJOHSFWFOVFTIPSUGBMM4PNFPGUIFTIPSUGBMMXBTJOUFOUJPOBMUIF,JOH$PVOUZ$PVODJMEFDJEFEUP
ESBX EPXO GVOE CBMBODF JO UIF  CJFOOJVN SBUIFS UIBO JODSFBTF QFSNJU GFFT UP NBUDI UIF CVEHFUFE
FYQFOEJUVSFTPGUIFGVOEJOUIFCJFOOJVN$PVOUZ$PVODJMJODSFBTFEQFSNJUUJOHGFFTGPSUIF
CJFOOJVNJOPSEFSUPFOTVSFDPTUSFDPWFSZPGPQFSBUJPOTBOESFCVJMEGVOECBMBODF"UUBJOJOHUIFUBSHFUGVOECBMBODF
MFWFMJODPOGPSNJUZXJUIUIF,JOH$PVOUZGJOBODJBMQPMJDJFTXJMMSFRVJSFBUMFBTUGPVSZFBSTPSMPOHFS EFQFOEJOHVQPOUIF
BDUVBMMFWFMPGQFSNJUUJOHBDUJWJUZ
'JOBODJBM4UFXBSETIJQ$BQJUBM1SPKFDUT
5IF#VJMEJOH3FQBJSBOE3FQMBDFNFOUGVOESFQPSUTBUPUBMGVOECBMBODFEFGJDJUPGNJMMJPO5IFGVOESFGMFDUTBO
JOUFSGVOECPSSPXJOHUPGJOBODFUIF,JOH4USFFU$POTPMJEBUJPO1SPKFDUFYQFOEJUVSFT XIJDIXJMMCFTVQQPSUFECZBGJWF
ZFBSQBZCBDLDPNJOHGSPNUFOBOUDIBSHFT
&OWJSPONFOUBM4VTUBJOBCJMJUZ'VOE$BQJUBM1SPKFDUT
5IF'.%1BSLTBOE1BSLT'BDJMJUZ3FIBCJMJUBUJPOGVOETSFQPSUBUPUBMGVOECBMBODFEFGJDJUPGUIPVTBOE5IF3&&5
3FBM&TUBUF&YDJTF5BY 'VOEJTUIFGVOEJOHTPVSDFPGUIFUXPGVOET6QPOFYQFOEJUVSF UIF1FSGPSNBODF4USBUFHZ
BOE#VEHFU0GGJDFSFJNCVSTFTEPMMBSBNPVOUGPSUIFBDUVBMFYQFOEJUVSFT&YQFOEJUVSFTXFSFNBEFUPXBSETUIFFOEPG
UIFSFQPSUJOHQFSJPE5SBOTGFSTGSPNUIF3&&5'VOEBSFTDIFEVMFEUPCFNBEFJO
*OUFSOBM4FSWJDF'VOET
5IF$PVOUZJNQMFNFOUFE("4#4UBUFNFOU/PTBOEJO XIJDISFRVJSFTSFQPSUJOHJUTTIBSFPGOFUQFOTJPO
MJBCJMJUJFT"TBSFTVMU UIFGPMMPXJOHGVOETIBWFEFGJDJUOFUQPTJUJPOTBU%FDFNCFS  JOUIPVTBOET 
'VOE
#VTJOFTT3FTPVSDF$FOUFS
$POTUSVDUJPOBOE'BDJMJUJFT.BOBHFNFOU
'JOBODJBM.BOBHFNFOU4FSWJDFT
,JOH$PVOUZ(FPHSBQIJD*OGPSNBUJPO4ZTUFNT
,JOH$PVOUZ*OGPSNBUJPO5FDIOPMPHZ4FSWJDFT

5PUBM/FU
1PTJUJPO

 
 
 
 
 

#VJMEJOH%FWFMPQNFOUBOE.BOBHFNFOU$PSQPSBUJPOT'VOE
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JOUIFWJDJOJUZEVSJOH"U%FDFNCFS  UIFUPUBMGBJSWBMVFPGDBQJUBMBTTFUTSFDMBTTJGJFEUPOPOGJOBODJBM
BTTFUTXBTNJMMJPO
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5BY3FWFOVFT
5BYJOH1PXFST
,JOH$PVOUZJTBVUIPSJ[FEUPMFWZCPUIaSFHVMBSbQSPQFSUZUBYFTBOEaFYDFTTbQSPQFSUZUBYFT
3FHVMBSQSPQFSUZUBYFTBSFJNQPTFEGPSHFOFSBMNVOJDJQBMQVSQPTFT JODMVEJOHUIFQBZNFOUPGEFCUTFSWJDFPOMJNJUFE
UBYHFOFSBMPCMJHBUJPOCPOET3FHVMBSQSPQFSUZUBYMFWJFTBSFTVCKFDUUPSBUFMJNJUBUJPOTBOEBNPVOUMJNJUBUJPOT BT
EFTDSJCFECFMPX BOEUPUIFVOJGPSNJUZSFRVJSFNFOUPG"SUJDMF7** 4FDUJPO PGUIF4UBUF$POTUJUVUJPO XIJDITQFDJGJFT
UIBUBUBYJOHEJTUSJDUNVTUMFWZUIFTBNFSBUFPOTJNJMBSMZDMBTTJGJFEQSPQFSUZUISPVHIPVUUIFUBYJOHEJTUSJDU"HHSFHBUF
QSPQFSUZUBYFTWBSZXJUIJOUIF$PVOUZCFDBVTFPGJUTEJGGFSFOUPWFSMBQQJOHUBYJOHEJTUSJDUT
.BYJNVN3BUF-JNJUBUJPOT5IF$PVOUZNBZMFWZSFHVMBSQSPQFSUZUBYFTGPSHFOFSBMNVOJDJQBMQVSQPTFTBOEGPSSPBE
EJTUSJDUQVSQPTFT&BDIQVSQPTFJTTVCKFDUUPBSBUFMJNJUBUJPO5IFHFOFSBMNVOJDJQBMQVSQPTFTMFWZJTMJNJUFEUP
QFS PGBTTFTTFEWBMVF BOEUIF$PVOUZMFWJFEQFS PGBTTFTTFEWBMVFGPSUIFUBYZFBS
5IFSPBEEJTUSJDUMFWZ XIJDIJTMFWJFEJOVOJODPSQPSBUFEBSFBTPGUIFDPVOUZGPSSPBEDPOTUSVDUJPOBOENBJOUFOBODF
BOEPUIFS$PVOUZTFSWJDFTQSPWJEFEJOUIFVOJODPSQPSBUFEBSFBT JTMJNJUFEUPQFS PGBTTFTTFEWBMVF GPS
XIJDIUIF$PVOUZDVSSFOUMZJTBUJUTNBYJNVNSBUFPGQFS PGBTTFTTFEWBMVFGPSUIFUBYZFBS"EEJUJPOBM
TUBUVUPSZQSPWJTJPOTMJNJUUIFJODSFBTFJOUIFBHHSFHBUFBNPVOUPGUBYFTMFWJFE
5IF$PVOUZJTBVUIPSJ[FEUPJODSFBTFJUTHFOFSBMQVSQPTFTMFWZUPBNBYJNVNPGQFS PGBTTFTTFEWBMVF
JGUIFUPUBMDPNCJOFEMFWJFTGPSCPUIHFOFSBMBOESPBEEJTUSJDUQVSQPTFTEPOPUFYDFFEQFS BOEJGOPPUIFS
UBYJOHEJTUSJDUIBTJUTMFWZSFEVDFEBTBSFTVMUPGUIFJODSFBTFE$PVOUZMFWZ 3$8 
5IFQFS MJNJUBUJPOPOUIFHFOFSBMQVSQPTFTMFWZJTFYDMVTJWFPGUIFGPMMPXJOHSFHVMBSQSPQFSUZUBYFT
 "WPUFEMFWZGPSFNFSHFODZNFEJDBMTFSWJDFT MJNJUFEUPQFS PGBTTFTTFEWBMVF 3$8
 "WPUFEMFWZUPGJOBODFBGGPSEBCMFIPVTJOHGPSWFSZMPXJODPNFIPVTFIPMET MJNJUFEUPQFS PG
BTTFTTFEWBMVF 3$8 BMUIPVHI UIF$PVOUZIBTOPUTPVHIUBQQSPWBMGSPNWPUFSTGPSUIJTMFWZ 
 "OPOWPUFEMFWZGPSDPOTFSWBUJPOGVUVSFT MJNJUFEUPQFS PGBTTFTTFEWBMVF 3$8
BOE
 "OPOWPUFEMFWZGPSUSBOTJUSFMBUFEQVSQPTFT MJNJUFEUPQFS PGBTTFTTFEWBMVF 3$8 
0OF1FSDFOU"HHSFHBUF3FHVMBS1SPQFSUZ5BY-FWZ-JNJUBUJPO"HHSFHBUFSFHVMBSQSPQFSUZUBYMFWJFTCZUIF4UBUFBOE
BMMUBYJOHEJTUSJDUTFYDFQUQPSUEJTUSJDUTBOEQVCMJDVUJMJUZEJTUSJDUTBSFTVCKFDUUPBSBUFMJNJUBUJPOPGPGUIFUSVFBOE
GBJSWBMVFPGQSPQFSUZ PSQFS BTTFTTFEWBMVF CZ"SUJDMF7** 4FDUJPO PGUIF4UBUF$POTUJUVUJPOBOE
3$8
  "HHSFHBUF 3FHVMBS 1SPQFSUZ 5BY -FWZ -JNJUBUJPO 8JUIJO UIF  QFSDFOU MJNJUBUJPO EFTDSJCFE BCPWF
BHHSFHBUFSFHVMBSQSPQFSUZUBYMFWJFTCZBMMUBYJOHEJTUSJDUTFYDFQUUIF4UBUF QPSUEJTUSJDUTBOEQVCMJDVUJMJUZEJTUSJDUTBSF
TVCKFDUUPBSBUFMJNJUBUJPOPGQFS PGBTTFTTFEWBMVFCZ3$8  5IJTMJNJUBUJPOJTFYDMVTJWFPG
FYDFTTMFWJFTBVUIPSJ[FECZ"SUJDMF7** 4FDUJPO PGUIF4UBUF$POTUJUVUJPOMFWJFTGPSBDRVJSJOHDPOTFSWBUJPOGVUVSFT
GPSFNFSHFODZNFEJDBMTFSWJDFT BGGPSEBCMFIPVTJOHGPSWFSZMPXJODPNFIPVTFIPMET GPSGFSSZEJTUSJDUT GPSUSBOTJU
SFMBUFEQVSQPTFT GPSSFHJPOBMUSBOTJUBVUIPSJUJFT GPSDSJNJOBMKVTUJDFQVSQPTFT BQPSUJPOPGDFSUBJOMFWJFTCZNFUSPQPMJUBO
QBSLEJTUSJDUT GJSFQSPUFDUJPOEJTUSJDUTBOEDFSUBJOGMPPEDPOUSPM[POFEJTUSJDUT
*GBHHSFHBUFSFHVMBSQSPQFSUZUBYMFWJFTFYDFFEUIFPSQFS PGBTTFTTFEWBMVFMJNJUBUJPOT UIFO JOPSEFS
UPCSJOHUIFBHHSFHBUFMFWZJOUPDPNQMJBODF MFWJFTSFRVFTUFECZaKVOJPSbUBYJOHEJTUSJDUTXJUIJOUIFBSFBBGGFDUFEBSF
SFEVDFEPSFMJNJOBUFEBDDPSEJOHUPBEFUBJMFEQSJPSJUJ[FEMJTU 3$8 +VOJPSUBYJOHEJTUSJDUTBSFEFGJOFECZ
3$8BTBMMUBYJOHEJTUSJDUTPUIFSUIBOUIF4UBUF DPVOUJFT DJUJFT UPXOT SPBEEJTUSJDUT QPSUEJTUSJDUTBOE
QVCMJDVUJMJUZEJTUSJDUT
3FHVMBS1SPQFSUZ5BY*ODSFBTF-JNJUBUJPO5IFSFHVMBSQSPQFSUZUBYJODSFBTFMJNJUBUJPO 3$8 MJNJUTUIFUPUBM
EPMMBSBNPVOUTPGSFHVMBSQSPQFSUZUBYFTMFWJFECZBOJOEJWJEVBMUBYJOHEJTUSJDUUPUIFBNPVOUPGTVDIUBYFTMFWJFEJOUIF
/PUFTUPUIF'JOBODJBM4UBUFNFOUT

,JOH$PVOUZ 8BTIJOHUPO

IJHIFTUPGUIFUISFFNPTUSFDFOUZFBSTNVMUJQMJFECZBMJNJUGBDUPS QMVTBOBEKVTUNFOUUPBDDPVOUGPSUBYFTPOOFX
DPOTUSVDUJPOBUUIFQSFWJPVTZFBS`TSBUF5IFMJNJUGBDUPSJTEFGJOFEBTUIFMFTTFSPGQFSDFOUPSQFSDFOUQMVT
JOGMBUJPO CVUJGUIFJOGMBUJPOSBUFJTMFTTUIBOQFSDFOU UIFMJNJUGBDUPSDBOCFJODSFBTFEUP JGBQQSPWFECZB
NBKPSJUZQMVTPOFWPUFPGUIFHPWFSOJOHCPEZPGUIFUBYJOHEJTUSJDU VQPOBGJOEJOHPGTVCTUBOUJBMOFFE*OBEEJUJPO UIF
MJNJUGBDUPSNBZCFJODSFBTFE SFHBSEMFTTPGJOGMBUJPO JGTVDIJODSFBTFJTBVUIPSJ[FECZUIFHPWFSOJOHCPEZPGUIFUBYJOH
EJTUSJDUVQPOBGJOEJOHPGTVCTUBOUJBMOFFEBOEJTBMTPBQQSPWFECZUIFWPUFSTBUBHFOFSBMPSTQFDJBMFMFDUJPOXJUIJOUIF
UBYJOHEJTUSJDU4VDIFMFDUJPONVTUCFIFMEMFTTUIBONPOUITCFGPSFUIFEBUFPOXIJDIUIFQSPQPTFEMFWZXJMMCF
NBEF BOEBOZUBYJODSFBTFDBOOPUCFHSFBUFSUIBOEFTDSJCFEVOEFSa.BYJNVN3BUF-JNJUBUJPOTb5IFBQQSPWBMPGB
NBKPSJUZPGUIFWPUFSTXPVMECFSFRVJSFEGPSUIFMJNJUGBDUPSUPCFJODSFBTFE5IFOFXMJNJUGBDUPSXJMMCFFGGFDUJWFGPS
UBYFTDPMMFDUFEJOUIFGPMMPXJOHZFBSPOMZ
4JODFUIFSFHVMBSQSPQFSUZUBYJODSFBTFMJNJUBUJPOBQQMJFTUPUIFUPUBMEPMMBSBNPVOUMFWJFE SBUIFSUIBOUPMFWZSBUFT
JODSFBTFTJOUIFBTTFTTFEWBMVFPGBMMQSPQFSUZJOUIFUBYJOHEJTUSJDU FYDMVEJOHOFXDPOTUSVDUJPO XIJDIFYDFFEUIF
HSPXUIJOUBYFTBMMPXFECZUIFMJNJUGBDUPSSFTVMUJOEFDSFBTFESFHVMBSUBYMFWZSBUFT VOMFTTWPUFSTBVUIPSJ[FBIJHIFS
MFWZBOEWJDFWFSTBGPSEFDSFBTFTJOBTTFTTFEWBMVF
3$8BMMPXTUIFQSPQFSUZUBYMFWZUPCFTFUBUUIFBNPVOUUIBUXPVMECFBMMPXFEJGUIFUBYMFWZGPSUBYFTEVF
JOFBDIZFBSTJODFIBECFFOTFUBUUIFGVMMBNPVOUBMMPXFEVOEFSDIBQUFS3$85IJTJTTPNFUJNFTSFGFSSFE
UPBTaCBOLFEbMFWZDBQBDJUZ5IF$PVOUZDVSSFOUMZIBTOPTVDICBOLFEMFWZDBQBDJUZ
8JUIBNBKPSJUZWPUFSBQQSPWBM BUBYJOHEJTUSJDUNBZMFWZ XJUIJOUIFTUBUVUPSZSBUFMJNJUBUJPOTEFTDSJCFEBCPWF NPSF
UIBOXIBUPUIFSXJTFXPVMECFBMMPXFECZUIFUBYJODSFBTFMJNJUBUJPOT 3$8 5IJTJTLOPXOBTBaMFWZMJE
MJGU bXIJDIIBTUIFFGGFDUPGJODSFBTJOHUIFUBYJOHEJTUSJDU`TMFWZaCBTFbXIFODBMDVMBUJOHQFSNJUUFEMFWZJODSFBTFTJO
TVCTFRVFOUZFBST5IFOFXCBTFDBOBQQMZGPSBMJNJUFEPSVOMJNJUFEQFSJPE FYDFQUUIBUJGUIFMFWZMJEMJGUXBTBQQSPWFE
GPS UIF QVSQPTF PG QBZJOH EFCU TFSWJDF PO CPOET  UIF OFX CBTF DBO BQQMZ GPS OP NPSF UIBO OJOF ZFBST"GUFS UIF
FYQJSBUJPOPGBOZMJNJUFEQVSQPTFPSMJNJUFEEVSBUJPOTQFDJGJFEJOUIFMFWZMJEMJGU UIFMFWZJTDBMDVMBUFEBTJGUIFUBYJOH
EJTUSJDUIBEMFWJFEPOMZVQUPUIFMJNJUGBDUPSJOUIFJOUFSJNQFSJPE
&YDFTT1SPQFSUZ5BYFT5IF$PVOUZBMTPNBZJNQPTFaFYDFTTbQSPQFSUZUBYFT XIJDIBSFOPUTVCKFDUUPMJNJUBUJPO
XIFOBVUIPSJ[FECZBTVQFSNBKPSJUZWPUFSBQQSPWBM BTQSPWJEFEJO"SUJDMF7** 4FDUJPOPGUIF4UBUF$POTUJUVUJPO
BOE3$85PCFWBMJE TVDIQPQVMBSWPUFNVTUIBWFBNJOJNVNWPUFSUVSOPVUPGPGUIFOVNCFSXIP
WPUFEBUUIFMBTU$PVOUZHFOFSBMFMFDUJPO FYDFQUUIBUPOFZFBSFYDFTTUBYMFWJFTBMTPBSFWBMJEJGUIFOVNCFSPGWPUFST
BQQSPWJOHUIFFYDFTTMFWZJTBUMFBTUPGBOVNCFSFRVBMUPPGUIFOVNCFSXIPWPUFEBUUIFMBTU$PVOUZHFOFSBM
FMFDUJPO&YDFTTMFWJFTBMTPNBZCFJNQPTFEXJUIPVUWPUFSBQQSPWBMXIFOOFDFTTBSZUPQSFWFOUUIFJNQBJSNFOUPGUIF
PCMJHBUJPOPGDPOUSBDUT
$PNQPOFOU6OJUTXJUI5BYJOH"VUIPSJUZ*O UIFDPVOUZXJEFGMPPEDPOUSPM[POFEJTUSJDUMFWZSBUFXBT
BOEUIFDPVOUZXJEFGFSSZEJTUSJDUMFWZSBUFXBTQFS PGBTTFTTFEWBMVF5IFCPVOEBSJFTPGFBDIEJTUSJDU
BSF DPUFSNJOPVT XJUI UIF CPVOEBSJFT PG UIF $PVOUZ BOE UIF NFNCFST PG UIF $PVOUZ $PVODJM TFSWF JOJUJBMMZ BT UIF
MFHJTMBUJWFCPEZGPSFBDIEJTUSJDU CVUVOEFS4UBUFMBX FBDIEJTUSJDUJTBTFQBSBUFUBYJOHEJTUSJDUXJUIJOEFQFOEFOUUBYJOH
BVUIPSJUZ
"DPVOUZXJEFUSBOTQPSUBUJPOCFOFGJUEJTUSJDULOPXOBTUIF,JOH$PVOUZ5SBOTQPSUBUJPO%JTUSJDU a,$5%b XBTGPSNFE
CZ UIF $PVOUZ $PVODJM JO 'FCSVBSZ   BT BVUIPSJ[FE CZ UIF 4UBUF`T USBOTQPSUBUJPO CFOFGJU EJTUSJDU MBX 4IPSUMZ
UIFSFBGUFS UIF,$5%BEPQUFEBSFTPMVUJPOUPQVUBGVOEJOHNFBTVSFVQGPSBQVCMJDWPUFPO"QSJM 5IF,$5%
QSPQPTBMXBTUPFOBDUBBOOVBMWFIJDMFGFFBOEBPOFUFOUIPGBDFOUJODSFBTFJOUIFTBMFTUBYCPUIXPVMEIBWF
FYQJSFEBGUFSUFOZFBST5IFNFBTVSFGBJMFECZBNBSHJOPGUP BOEBUUIJTUJNF UIF,$5%IBTOPQMBOTUP
QSPQPTFBOZBEEJUJPOBMGVOEJOHNFBTVSFT
"MMPDBUJPOPG5BY-FWJFT
5IFUBCMFPOUIFGPMMPXJOHQBHFDPNQBSFTUIFBMMPDBUJPOPGUIFBOE$PVOUZXJEF $POTFSWBUJPO'VUVSFT
6OMJNJUFE5BY(0#POET &NFSHFODZ.FEJDBM4FSWJDFT &.4 BOEVOJODPSQPSBUFE$PVOUZ SPBEEJTUSJDU MFWJFT5IF
PSJHJOBMUBYMFWZSFGMFDUTUIFMFWZCFGPSFBOZTVQQMFNFOUBMMFWJFT UBYDBODFMMBUJPOTPSPUIFSBEKVTUNFOUT5IF
DPVOUZXJEFBTTFTTFEWBMVBUJPOXBTCJMMJPO BCJMMJPOJODSFBTFGSPNUIFBTTFTTFEWBMVBUJPOGPSUIF
VOJODPSQPSBUFEBSFBMFWZXBTCJMMJPO BOJODSFBTFPGNJMMJPOGSPN
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B "TTFTTFEWBMVFGPSUBYFTQBZBCMFJO
C 5IFPQFSBUJOHMFWZUBYSBUFJTTUBUVUPSJMZMJNJUFEUPQFS PGBTTFTTFEWBMVF
D 5IF1VCMJD5SBOTQPSUBUJPO-FWZJTMJNJUFETUBUVUPSJMZUPQFS PGBTTFTTFEWBMVF
E 5IF$POTFSWBUJPO'VUVSFT-FWZJTMJNJUFETUBUVUPSJMZUPQFS PGBTTFTTFEWBMVF
F 5IF$PVOUZ3PBE'VOE-FWZJTMFWJFEPOMZJOUIFVOJODPSQPSBUFEBSFBTPGUIF$PVOUZBOEUIFUBYSBUFJTTUBUVUPSJMZMJNJUFEUP
BNBYJNVNPGQFS PGBTTFTTFEWBMVF
G BOEPSJHJOBMUBYMFWJFTFYDMVEFNJMMJPOBOENJMMJPO SFTQFDUJWFMZ PGUIF'MPPE$POUSPM;POF%JTUSJDU B
CMFOEFEDPNQPOFOUVOJU

5IF"VUPNBUJD'JOHFSQSJOU*EFOUJGJDBUJPOTZTUFN "'*4 MFWZ BSFHVMBSQSPQFSUZUBYMFWZ 3$8 XBTSFOFXFE
PO/PWFNCFS  GPSBTJYZFBSUFSNCZBNBKPSJUZPGWPUFSTJOUIF$PVOUZ5IFMFWZCFHBOJOBUBSBUFPGOP
NPSFUIBOQFS BTTFTTFEWBMVF*OBOE UIFUBYSBUFXBTBOEQFS 
PGBTTFTTFEWBMVF SFTQFDUJWFMZ
*O"VHVTU UIF1BSLMJEMJGUMFWZXBTSFOFXFECZWPUFSTGPSTJYZFBST GPSBSBUFPGQFS PGBTTFTTFE
WBMVF5IFBOEUBYZFBSSBUFGPSUIF1BSLTMFWZMJEMJGUJTBOEQFS PGBTTFTTFE
WBMVF SFTQFDUJWFMZ
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5IF7FUFSBOTBOE'BNJMZ)VNBO4FSWJDFT-FWZ BQQSPWFECZWPUFSTJO JTBSFHVMBSQSPQFSUZUBYMFWZUPCFMFWJFE
GPSTJYZFBSTCFHJOOJOHJOBUBSBUFPGPSMFTTQFS PGBTTFTTFEWBMVF5IFBOEUBYSBUF
JTBOEQFS PGBTTFTTFEWBMVF SFTQFDUJWFMZ
5IF$IJMESFOBOE'BNJMZ+VTUJDF$FOUFSJTBOJOFZFBSUFNQPSBSZMFWZMJEMJGUBQQSPWFECZWPUFSTPO"VHVTU BU
BSBUFPGQFS PGBTTFTTFEWBMVFGPSUIFGJSTUZFBS  5IFSBUFGPSBOEJTBOE
QFS BTTFTTFEWBMVF
"OFXSFHVMBSQSPQFSUZUBYMFWZGPSUIF1VHFU4PVOE&NFSHFODZ3BEJP/FUXPSL 14&3/ SFQMBDFNFOUXBTBQQSPWFE
CZWPUFSTJO"QSJM BUBSBUFPGQFS BTTFTTFEWBMVFGPSOJOFZFBST CFHJOOJOHJO
5IF#FTU4UBSUTGPS,JETMFWZXBTBQQSPWFECZWPUFSTBUUIF/PWFNCFS  HFOFSBMFMFDUJPO5IJTJTBTJYZFBS
MFWZBUBSBUFPGQFS PGBTTFTTFEWBMVFUIBUXJMMCFVTFEUPJOWFTUJOQSFWFOUJPOBOEFBSMZJOUFSWFOUJPO
TUSBUFHJFTGPSDIJMESFOBOEGBNJMJFT
5IF$PVOUZ`TMFWZSBUFGPSUSBOTJUSFMBUFEQVSQPTFTJTQFS PGBTTFTTFEWBMVF BOEJUTMFWZSBUFGPS
DPOTFSWBUJPOGVUVSFTJTQFS PGBTTFTTFEWBMVFJO
5IF$PVOUZ`T&.4MFWZXBTBQQSPWFEBUBTQFDJBMFMFDUJPOPO/PWFNCFS  GPSBOBEEJUJPOBMTJYZFBST BUBSBUF
PGPSMFTTQFS PGBTTFTTFEWBMVF XJUIDPMMFDUJPOTCFHJOOJOHJO5IFSBUFJTQFS 
PGBTTFTTFEWBMVF
"TTFTTFE7BMVBUJPO%FUFSNJOBUJPO
5IF$PVOUZ"TTFTTPS UIFa"TTFTTPSb EFUFSNJOFTUIFWBMVFPGBMMSFBMBOEQFSTPOBMQSPQFSUZUISPVHIPVUUIF$PVOUZ
UIBUJTTVCKFDUUPBEWBMPSFNUBYBUJPO XJUIUIFFYDFQUJPOPGDFSUBJOQVCMJDTFSWJDFQSPQFSUJFTGPSXIJDIWBMVFTBSF
EFUFSNJOFECZUIF4UBUF%FQBSUNFOUPG3FWFOVF5IF"TTFTTPSJTBOFMFDUFEPGGJDJBMXIPTFEVUJFTBOENFUIPETPG
EFUFSNJOJOH WBMVF BSF QSFTDSJCFE BOE DPOUSPMMFE CZ TUBUVUF BOE CZ EFUBJMFE SFHVMBUJPOT QSPNVMHBUFE CZ UIF 4UBUF
%FQBSUNFOUPG3FWFOVF
'PSUBYQVSQPTFT UIFBTTFTTFEWBMVFPGQSPQFSUZJTPGJUTUSVFBOEGBJSWBMVF4JODF BMMQSPQFSUZJOUIF
$PVOUZIBTCFFOTVCKFDUUPPOTJUFBQQSBJTBMBOESFWBMVBUJPOFWFSZTJYZFBST BOEJTSFWBMVFEFBDIZFBSCBTFEPO
BOOVBMNBSLFUBEKVTUNFOUT1FSTPOBMQSPQFSUZJTWBMVFEFBDIZFBSCBTFEPOBGGJEBWJUTGJMFECZUIFQSPQFSUZPXOFS5IF
QSPQFSUZJTMJTUFECZUIF"TTFTTPSPOBSPMMBUJUTDVSSFOUBTTFTTFEWBMVFBOEUIFSPMMJTGJMFEJOUIF"TTFTTPS`TPGGJDF
5IF"TTFTTPS`TEFUFSNJOBUJPOTBSFTVCKFDUUPSFWJTJPOCZUIF$PVOUZ#PBSEPG"QQFBMTBOE&RVBMJ[BUJPOBOE JGBQQFBMFE
TVCKFDUUPGVSUIFSSFWJTJPOCZUIF4UBUF#PBSEPG5BY"QQFBMT"UUIFFOEPGUIFBTTFTTNFOUZFBS JOPSEFSUPMFWZUBYFT
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5SBOTQPSUBUJPO
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#VTJOFTTUZQF"DUJWJUJFT
8BUFS2VBMJUZ
1VCMJD5SBOTQPSUBUJPO
4PMJE8BTUF
,JOH$PVOUZ*OUFSOBUJPOBM"JSQPSU
*OTUJUVUJPOBM/FUXPSL
3BEJP$PNNVOJDBUJPOT
.BSJOF'VOE
$BQJUBMBTTFUTIFMECZUIF8BTUFXBUFS&RVJQNFOU3FOUBMJOUFSOBMTFSWJDF
GVOEBSFDIBSHFEUPCVTJOFTTUZQFBDUJWJUJFTCBTFEPOJUTVTBHFPGUIFBTTFUT
5PUBMEFQSFDJBUJPOBOEBNPSUJ[BUJPOFYQFOTFCVTJOFTTUZQFBDUJWJUJFT
-FTTBNPSUJ[BUJPO8BUFS2VBMJUZPUIFSBTTFUT
5PUBMEFQSFDJBUJPOCVTJOFTTUZQFBDUJWJUJFT

 



 
 
 

*OGSBTUSVDUVSF
3PBETBOE#SJEHFT*OGSBTUSVDUVSF7BMVBUJPO
5IFSPBETBOECSJEHFTJOGSBTUSVDUVSFOFUXPSLBDRVJSFEPSDPOTUSVDUFEQSJPSUPJTWBMVFEBUFTUJNBUFEIJTUPSJDBM
DPTU#BTFZFBSFTUJNBUFTPGSFQMBDFNFOUDPTUTGPSBMMFYJTUJOHSPBETBOESFQMBDFNFOUDPTUTGPSBMMCSJEHFT
XFSFPCUBJOFEVTJOHTUBOEBSEDPTUJOHNFUIPETXJUIUIFSFTVMUBOUWBMVFTCFJOHEFGMBUFEUPUIFBDRVJTJUJPOZFBS PS
FTUJNBUFEBDRVJTJUJPOZFBS XIFSFUIFBDUVBMZFBSXBTVOLOPXO VTJOHUIF&OHJOFFSJOH/FXT3FDPSE$POTUSVDUJPO
$PTU*OEFY3FUSPBDUJWFSFQPSUJOHPGUSBGGJDDPOUSPMFMFNFOUTJTCBTFEPOSFQMBDFNFOUDPTU
3JHIUTPG8BZ
)JTUPSJDBMDPTUTGPSJOGSBTUSVDUVSFSFMBUFESJHIUTPGXBZXFSFPCUBJOFECZFTUJNBUJOHSFQMBDFNFOUDPTUTBUVTJOH
MBOEBTTFTTFEWBMVBUJPOEBUBBOEUIFOEFGMBUJOHUIFSFTVMUBOUWBMVFTUPUIFBDRVJTJUJPOZFBS PSFTUJNBUFEBDRVJTJUJPO
ZFBS XIFSFUIFBDUVBMZFBSJTVOLOPXO VTJOHBTTFTTFEMBOEWBMVFJOEJDFTGSPNUIF,JOH$PVOUZ"TTFTTPS`T0GGJDF
$POTUSVDUJPO$PNNJUNFOUT
1SPKFDUDPNNJUNFOUTBSFEFGJOFEBTBVUIPSJ[FEBOEQMBOOFEFYQFOEJUVSFTGPSUIFOFYUGJTDBMZFBS
&OUFSQSJTF'VOET
1VCMJD5SBOTQPSUBUJPO&OUFSQSJTFNJMMJPOJTDPNNJUUFEUPUIFNBJOUFOBODFPGFYJTUJOHJOGSBTUSVDUVSF TFSWJDF
EFMJWFSZBOEQBSUOFSTIJQFGGPSUT
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,JOH$PVOUZ 8BTIJOHUPO

8BUFS2VBMJUZ&OUFSQSJTFNJMMJPOJTDPNNJUUFEUPFOTVSJOHUIFDPOUJOVFEPQFSBUJPO SFMJBCJMJUZBOEDPNQMJBODF
XJUISFHVMBUPSZTUBOEBSETPGFYJTUJOHXBTUFXBUFSUSFBUNFOUGBDJMJUJFT

0UIFS&OUFSQSJTFTNJMMJPOJTDPNNJUUFEUPJNQSPWJOHUIF$PVOUZ`TTPMJEXBTUFSFHJPOBMMBOEGJMMBOEUSBOTGFSTUBUJPOT
BOENJMMJPOGPS"JSQPSUGBDJMJUZJNQSPWFNFOUTXJUIJOUIF$PVOUZ
$BQJUBM1SPKFDUT'VOET
 NJMMJPO JT DPNNJUUFE UP WBSJPVT DBQJUBM QSPKFDUT  JODMVEJOH   PQFO TQBDF BOE DPOTFSWBUJPO FBTFNFOU
BDRVJTJUJPOT  EFWFMPQNFOUBOEJNQSPWFNFOUPGUSBJMT QMBZHSPVOETBOECBMMGJFMETBOEPUIFSDVMUVSBMGBDJMJUJFT 
UFDIOPMPHZJOJUJBUJWFTUPJNQSPWFCVTJOFTTFGGJDJFODZ FNFSHFODZQSFQBSFEOFTTBOEOFUXPSLTFDVSJUZ  GMPPEDPOUSPM
QSPKFDUT UP QSPUFDU UIF FDPTZTUFN BOE QVCMJD QSPQFSUZ   QSFTFSWBUJPO PG SPBET DPOTUSVDUJPO PG CSJEHFT BOE 
JNQSPWFNFOUTBOENBKPSSFQBJSTUPPGGJDFCVJMEJOHTBOEPUIFSGBDJMJUJFT

%JTDSFUFMZ1SFTFOUFE$PNQPOFOU6OJUT
)BSCPSWJFX.FEJDBM$FOUFS ).$
$BQJUBMBTTFUTBDUJWJUZGPS).$EVSJOHUIFGJTDBMZFBSFOEFE+VOF  JOUIPVTBOET 
#BMBODF

$BQJUBMBTTFUTOPUCFJOHEFQSFDJBUFE
-BOE
8PSLJOQSPHSFTT
5PUBMDBQJUBMBTTFUTOPUCFJOHEFQSFDJBUFE
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).$PXOTPUIFSQSPQFSUJFT OFUCPPLWBMVFPGNJMMJPO XIJDIBSFIFMEGPSGVUVSFVTFBOEBSFSFQPSUFEVOEFS
a0UIFSBTTFUTbJOUIFDPNQPOFOUVOJU`TTUBUFNFOUPGOFUQPTJUJPO
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/PUF

3FTUSJDUFE"TTFUT
8JUIJOUIF4UBUFNFOUPG/FU1PTJUJPOBSFBNPVOUTUIBUBSFSFTUSJDUFEBTUPUIFJSVTF5IFSFTUSJDUFEBTTFUTGPSUIFTF
GVOETBSFTVNNBSJ[FECFMPX JOUIPVTBOET 
1SPQSJFUBSZ'VOET
1VCMJD5SBOTQPSUBUJPOSFTUSJDUFEGPSGVUVSFDPOTUSVDUJPOQSPKFDUT EFCUTFSWJDFBOEPCMJHBUJPOT



8BUFS2VBMJUZSFTUSJDUFEGPSGVUVSFDPOTUSVDUJPOQSPKFDUT EFCUTFSWJDF BOESFTFSWFTBOEPCMJHBUJPOT

 
 

,JOH$PVOUZ*OUFSOBUJPOBM"JSQPSUSFTUSJDUFEGPSDPOTUSVDUJPOQSPKFDUTBOEPCMJHBUJPOT



3BEJP$PNNVOJDBUJPOT4FSWJDFTSFTUSJDUFEGPSDPOTUSVDUJPOQSPKFDUTBOEPCMJHBUJPOT



4PMJE8BTUFSFTUSJDUFEGPSDPOTUSVDUJPOQSPKFDUT MBOEGJMMDMPTVSFBOEQPTUDMPTVSFDBSFDPTUT

 
 

#VJMEJOH%FWFMPQNFOU.BOBHFNFOU$PSQPSBUJPOTSFTUSJDUFEGPSDPOTUSVDUJPOQSPKFDUTBOEEFCUTFSWJDF



$POTUSVDUJPO'BDJMJUJFT.BOBHFNFOUSFTUSJDUFEGPSDPOTUSVDUJPOQSPKFDUTBOEPCMJHBUJPOT



,JOH$PVOUZ*OGPSNBUJPO5FDIOPMPHZ4FSWJDFTSFTUSJDUFEGPSDPOTUSVDUJPOQSPKFDUT
5PUBM1SPQSJFUBSZ'VOETSFTUSJDUFEBTTFUT
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$PNQPOFOU6OJU$VMUVSBM%FWFMPQNFOU"VUIPSJUZPG,JOH$PVOUZ $%"
1VCMJD"SUT1SPKFDUT'VOESFTUSJDUFEGPSUIFPOFQFSDFOUGPSQVCMJDBSUQSPHSBNTPQFSBUFEGPSUIFCFOFGJUPG
,JOH$PVOUZ
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$VMUVSBM(SBOU"XBSET'VOESFTUSJDUFEGPSBSUTBOEIFSJUBHFDVMUVSBMQSPHSBNT

 

,JOH$PVOUZ 8BTIJOHUPO

/PUF

1FOTJPO1MBOT
5IF GPMMPXJOH UBCMF SFQSFTFOUT UIF BHHSFHBUF QFOTJPO BNPVOUT GPS BMM QMBOT TVCKFDU UP UIF SFRVJSFNFOUT PG ("4#
4UBUFNFOU "DDPVOUJOHBOE'JOBODJBM3FQPSUJOHGPS1FOTJPOTGPSUIFZFBS
"HHSFHBUF1FOTJPO"NPVOUT"MM1MBOT
JOUIPVTBOET
1FOTJPOMJBCJMJUJFT
   
1FOTJPOBTTFUT
 
%FGFSSFEPVUGMPXTPGSFTPVSDFT
 
%FGFSSFEJOGMPXTPGSFTPVSDFT
 
1FOTJPOFYQFOTFFYQFOEJUVSFT
 

4VCTUBOUJBMMZBMMPGUIF$PVOUZ`TGVMMUJNFBOERVBMJGZJOHQBSUUJNFFNQMPZFFTQBSUJDJQBUFJOPOFPGUIFGPMMPXJOHSFUJSFNFOU
QMBOT1VCMJD&NQMPZFFT`3FUJSFNFOU4ZTUFN 1&34 1MBO BOE-BX&OGPSDFNFOU0GGJDFST`BOE'JSF'JHIUFST`
3FUJSFNFOU4ZTUFN -&0'' 1MBOBOE1VCMJD4BGFUZ&NQMPZFFT`3FUJSFNFOU4ZTUFN 14&34 1MBOBOE4FBUUMF
$JUZ&NQMPZFFT`3FUJSFNFOU4ZTUFN 4$&34 
1&34 -&0''BOE14&34BSFBENJOJTUFSFECZUIF8BTIJOHUPO4UBUF%FQBSUNFOUPG3FUJSFNFOU4ZTUFNTVOEFSDPTU
TIBSJOH  NVMUJQMFFNQMPZFS QVCMJD FNQMPZFF EFGJOFE CFOFGJU BOE EFGJOFE DPOUSJCVUJPO SFUJSFNFOU QMBOT 5IF TUBUF
-FHJTMBUVSFFTUBCMJTIFTBOEBNFOETMBXTQFSUBJOJOHUPUIFDSFBUJPOBOEBENJOJTUSBUJPOPGBMMTUBUFXJEFQVCMJDSFUJSFNFOU
TZTUFNT
5IF%FQBSUNFOUPG3FUJSFNFOU4ZTUFNT %34 BEFQBSUNFOUXJUIJOUIFQSJNBSZHPWFSONFOUPGUIFTUBUFPG8BTIJOHUPO
JTTVFT B QVCMJDMZ BWBJMBCMF DPNQSFIFOTJWF BOOVBM GJOBODJBM SFQPSU $"'3  UIBU JODMVEFT GJOBODJBM TUBUFNFOUT BOE
SFRVJSFETVQQMFNFOUBSZJOGPSNBUJPOGPSFBDIQMBO5IF%34$"'3NBZCFPCUBJOFECZXSJUJOHUP
%FQBSUNFOUPG3FUJSFNFOU4ZTUFNT
$PNNVOJDBUJPOT6OJU
10#PY
0MZNQJB 8"
0SUIF%34$"'3NBZCFEPXOMPBEFEGSPNUIF%34XFCTJUFBUXXXESTXBHPW
4$&34JTBENJOJTUFSFECZUIF$JUZPG4FBUUMF`T&NQMPZFFT`3FUJSFNFOU4ZTUFN VOEFSDPTUTIBSJOH NVMUJQMFFNQMPZFS
QVCMJDFNQMPZFFEFGJOFECFOFGJUSFUJSFNFOUQMBOT5IFTFWFONFNCFS#PBSEPG"ENJOJTUSBUJPOFTUBCMJTIFTBOEBNFOET
MBXTQFSUBJOJOHUPUIFBENJOJTUSBUJPOPG4$&34
5IF&NQMPZFFT`3FUJSFNFOU4ZTUFNJTTVFTBOJOEFQFOEFOUGJOBODJBMSFQPSU"DPQZPGUIFSFQPSUJTBWBJMBCMFGSPNUIF
4FBUUMF $JUZ &NQMPZFFT` 3FUJSFNFOU 4ZTUFN BU 5IJSE"WFOVF  4VJUF   4FBUUMF  8"  CZ UFMFQIPOF BU
PSCZBDDFTTJOHUIFXFCTJUFIUUQXXXTFBUUMFHPWSFUJSFNFOU
1VCMJD&NQMPZFFT`3FUJSFNFOU4ZTUFN 1&34
1&34NFNCFSTJODMVEFFMFDUFEPGGJDJBMTTUBUFFNQMPZFFTFNQMPZFFTPGUIF4VQSFNF "QQFBMTBOE4VQFSJPS$PVSUT
FNQMPZFFTPGUIFMFHJTMBUVSFFNQMPZFFTPGEJTUSJDUBOENVOJDJQBMDPVSUTFNQMPZFFTPGMPDBMHPWFSONFOUTBOEIJHIFS
FEVDBUJPOFNQMPZFFTOPUQBSUJDJQBUJOHJOIJHIFSFEVDBUJPOSFUJSFNFOUQSPHSBNT1&34JTDPNQSJTFEPGUISFFTFQBSBUF
QFOTJPOQMBOTGPSNFNCFSTIJQQVSQPTFT1&341MBOBOE1MBOBSFEFGJOFECFOFGJUQMBOT BOE1&341MBOJTB
EFGJOFECFOFGJUQMBOXJUIBEFGJOFEDPOUSJCVUJPODPNQPOFOU
1&341MBO
#FOFGJUT1SPWJEFE1&341MBOQSPWJEFTSFUJSFNFOU EJTBCJMJUZBOEEFBUICFOFGJUT3FUJSFNFOUCFOFGJUTBSFEFUFSNJOFE
BTUXPQFSDFOUPGUIFNFNCFS`TBWFSBHFGJOBMDPNQFOTBUJPO "'$ UJNFTUIFNFNCFS`TZFBSTPGTFSWJDF5IF"'$JT
UIFBWFSBHFPGUIFNFNCFS`TIJHIFTUDPOTFDVUJWFTFSWJDFNPOUIT.FNCFSTBSFFMJHJCMFGPSSFUJSFNFOUGSPNBDUJWF
TUBUVTBUBOZBHFXJUIBUMFBTUZFBSTPGTFSWJDF BUBHFXJUIBUMFBTUZFBSTPGTFSWJDF PSBUBHFXJUIBUMFBTU
GJWFZFBSTPGTFSWJDF.FNCFSTSFUJSJOHGSPNBDUJWFTUBUVTQSJPSUPUIFBHFPGNBZSFDFJWFBDUVBSJBMMZSFEVDFECFOFGJUT
/PUFTUPUIF'JOBODJBM4UBUFNFOUT

,JOH$PVOUZ 8BTIJOHUPO

3FUJSFNFOUCFOFGJUTBSFBDUVBSJBMMZSFEVDFEUPSFGMFDUUIFDIPJDFPGBTVSWJWPSCFOFGJU0UIFSCFOFGJUTJODMVEFEVUZBOE
OPOEVUZEJTBCJMJUZQBZNFOUT BOPQUJPOBMDPTUPGMJWJOHBEKVTUNFOU $0-" BOEBPOFUJNFEVUZSFMBUFEEFBUICFOFGJU
JGGPVOEFMJHJCMFCZUIF%FQBSUNFOUPG-BCPSBOE*OEVTUSJFT1&34NFNCFSTXFSFWFTUFEBGUFSUIFDPNQMFUJPOPGGJWF
ZFBSTPGFMJHJCMFTFSWJDF5IFQMBOXBTDMPTFEUPOFXFOUSBOUTPO4FQUFNCFS 
$POUSJCVUJPOT5IF1&341MBONFNCFSDPOUSJCVUJPOSBUFJTFTUBCMJTIFECZ4UBUFTUBUVUFBUQFSDFOU5IFFNQMPZFS
DPOUSJCVUJPO SBUF JT EFWFMPQFE CZ UIF 0GGJDF PG UIF 4UBUF"DUVBSZ 04"  BOE JODMVEFT BO BENJOJTUSBUJWF FYQFOTF
DPNQPOFOUUIBUJTDVSSFOUMZTFUBUQFSDFOU&BDICJFOOJVN UIFTUBUF1FOTJPO'VOEJOH$PVODJMBEPQUT1MBO
FNQMPZFSDPOUSJCVUJPOSBUFT5IF1&341MBOSFRVJSFEDPOUSJCVUJPOSBUFT FYQSFTTFEBTBQFSDFOUBHFPGDPWFSFE
QBZSPMM GPSXFSFBTGPMMPXT
1&341MBO
"DUVBM$POUSJCVUJPO3BUFT
&NQMPZFS
+BOVBSZUISPVHI%FDFNCFS


&NQMPZFF


'PSFNQMPZFFTQBSUJDJQBUJOHJOUIF+VEJDJBM#FOFGJU.VMUJQMJFS1SPHSBN +#. UIFDPOUSJCVUJPOSBUFXBT

5IF$PVOUZ`TBDUVBMDPOUSJCVUJPOTUPUIFQMBOXFSFNJMMJPOGPSUIFZFBSFOEFE%FDFNCFS 
1&341MBOTBOE
#FOFGJUT 1SPWJEFE 1&34 1MBO  QSPWJEFT SFUJSFNFOU  EJTBCJMJUZ BOE EFBUI CFOFGJUT 3FUJSFNFOU CFOFGJUT BSF
EFUFSNJOFEBTUXPQFSDFOUPGUIFNFNCFS`TBWFSBHFGJOBMDPNQFOTBUJPO "'$ UJNFTUIFNFNCFS`TZFBSTPGTFSWJDF
GPS1MBOBOEQFSDFOUPG"'$GPS1MBO5IF"'$JTUIFBWFSBHFPGUIFNFNCFS`TIJHIFTUQBJEDPOTFDVUJWF
TFSWJDFNPOUIT5IFSFJTOPDBQPOZFBSTPGTFSWJDFDSFEJU.FNCFSTBSFFMJHJCMFGPSSFUJSFNFOUXJUIBGVMMCFOFGJUBU
BHFXJUIBUMFBTUGJWFZFBSTPGTFSWJDFDSFEJU3FUJSFNFOUCFGPSFBHFJTDPOTJEFSFEBOFBSMZSFUJSFNFOU1&34
1MBONFNCFSTXIPIBWFBUMFBTUZFBSTPGTFSWJDFDSFEJUBOEBSFZFBSTPGBHFPSPMEFS BSFFMJHJCMFGPSFBSMZ
SFUJSFNFOUXJUIBCFOFGJUUIBUJTSFEVDFECZBGBDUPSUIBUWBSJFTBDDPSEJOHUPBHFGPSFBDIZFBSCFGPSFBHF1&34
1MBONFNCFSTXIPIBWFPSNPSFZFBSTPGTFSWJDFDSFEJUBOEBSFBUMFBTUZFBSTPMEDBOSFUJSFVOEFSPOFPG
UXPQSPWJTJPOT
c
c

8JUIBCFOFGJUUIBUJTSFEVDFECZUISFFQFSDFOUGPSFBDIZFBSCFGPSFBHFPS
8JUIBCFOFGJUUIBUIBTBTNBMMFS PSOP SFEVDUJPO EFQFOEJOHPOBHF UIBUJNQPTFTTUSJDUFSSFUVSOUP
XPSLSVMFT

1&341MBONFNCFSTIJSFEPOPSBGUFS.BZ IBWFUIFPQUJPOUPSFUJSFFBSMZCZBDDFQUJOHBSFEVDUJPOPGGJWF
QFSDFOUGPSFBDIZFBSPGSFUJSFNFOUCFGPSFBHF5IJTPQUJPOJTBWBJMBCMFPOMZUPUIPTFXIPBSFBHFPSPMEFSBOE
IBWFBUMFBTUZFBSTPGTFSWJDFDSFEJU1&341MBOSFUJSFNFOUCFOFGJUTBSFBMTPBDUVBSJBMMZSFEVDFEUPSFGMFDUUIF
DIPJDFPGBTVSWJWPSCFOFGJU0UIFS1&341MBOCFOFGJUTJODMVEFEVUZBOEOPOEVUZEJTBCJMJUZQBZNFOUT BDPTUPG
MJWJOHBMMPXBODF CBTFEPOUIF$1* DBQQFEBUUISFFQFSDFOUBOOVBMMZBOEBPOFUJNFEVUZSFMBUFEEFBUICFOFGJU JG
GPVOEFMJHJCMFCZUIF%FQBSUNFOUPG-BCPSBOE*OEVTUSJFT1&341MBONFNCFSTBSFWFTUFEBGUFSDPNQMFUJOHGJWF
ZFBSTPGFMJHJCMFTFSWJDF1&341MBONFNCFSTBSFWFTUFEJOUIFEFGJOFECFOFGJUQPSUJPOPGUIFJSQMBOBGUFSUFOZFBST
PGTFSWJDFPSBGUFSGJWFZFBSTPGTFSWJDFJGNPOUITPGUIBUTFSWJDFBSFFBSOFEBGUFSBHF
1&341MBOEFGJOFEDPOUSJCVUJPOCFOFGJUTBSFUPUBMMZEFQFOEFOUPOFNQMPZFFDPOUSJCVUJPOTBOEJOWFTUNFOUFBSOJOHT
POUIPTFDPOUSJCVUJPOT1&341MBONFNCFSTDIPPTFUIFJSDPOUSJCVUJPOSBUFVQPOKPJOJOHNFNCFSTIJQBOEIBWFB
DIBODFUPDIBOHFSBUFTVQPODIBOHJOHFNQMPZFST"TFTUBCMJTIFECZTUBUVUF 1&341MBOSFRVJSFEEFGJOFEDPOUSJCVUJPO
SBUFTBSFTFUBUBNJOJNVNPGQFSDFOUBOEFTDBMBUFUPQFSDFOUXJUIBDIPJDFPGTJYPQUJPOT&NQMPZFSTEPOPU
DPOUSJCVUFUPUIFEFGJOFEDPOUSJCVUJPOCFOFGJUT1&341MBONFNCFSTBSFJNNFEJBUFMZWFTUFEJOUIFEFGJOFEDPOUSJCVUJPO
QPSUJPOPGUIFJSQMBO
$POUSJCVUJPOT1&341MBOFNQMPZFSBOEFNQMPZFFDPOUSJCVUJPOSBUFTBSFEFWFMPQFECZUIF0GGJDFPGUIF4UBUF
"DUVBSZUPGVMMZGVOE1MBOBOEUIFEFGJOFECFOFGJUQPSUJPOPG1MBO1&341MBOFNQMPZFSSBUFTJODMVEFBDPNQPOFOU
UPBEESFTTUIF1&341MBOVOGVOEFEBDUVBSJBMBDDSVFEMJBCJMJUZBOEBOBENJOJTUSBUJWFFYQFOTFUIBUJTDVSSFOUMZTFUBU
QFSDFOU&BDICJFOOJVN UIFTUBUF1FOTJPO'VOEJOH$PVODJMBEPQUT1MBOFNQMPZFSBOEFNQMPZFFDPOUSJCVUJPO

/PUFTUPUIF'JOBODJBM4UBUFNFOUT

,JOH$PVOUZ 8BTIJOHUPO

SBUFTBOE1MBOFNQMPZFSDPOUSJCVUJPOSBUFT5IF1&341MBOSFRVJSFEDPOUSJCVUJPOSBUFT FYQSFTTFEBTBQFSDFOUBHF
PGDPWFSFEQBZSPMM GPSXFSFBTGPMMPXT
1&341MBO
"DUVBM$POUSJCVUJPO3BUFT
&NQMPZFS
+BOVBSZUISPVHI%FDFNCFS

&NQMPZFF1&341MBO
/"

&NQMPZFF

WBSJFT

'PSFNQMPZFFTQBSUJDJQBUJOHJO+#. UIFDPOUSJCVUJPOSBUFXBT

5IF$PVOUZ`TBDUVBMDPOUSJCVUJPOTUPUIFQMBOXFSFNJMMJPOGPSUIFZFBSFOEFE%FDFNCFS 
1VCMJD4BGFUZ&NQMPZFFT`3FUJSFNFOU4ZTUFN 14&34
14&341MBOXBTDSFBUFECZUIF-FHJTMBUVSFBOECFDBNFFGGFDUJWF+VMZ 5PCFFMJHJCMFGPSNFNCFSTIJQ
BOFNQMPZFFNVTUXPSLPOBGVMMUJNFCBTJTBOE
c
c
c
c

)BWF DPNQMFUFE B DFSUJGJFE DSJNJOBMKVTUJDF USBJOJOH DPVSTF XJUI BVUIPSJUZ UP BSSFTU  DPOEVDU DSJNJOBM
JOWFTUJHBUJPOT FOGPSDFUIFDSJNJOBMMBXTPG8BTIJOHUPO BOEDBSSZBGJSFBSNBTQBSUPGUIFKPCPS
)BWFQSJNBSZSFTQPOTJCJMJUZUPFOTVSFUIFDVTUPEZBOETFDVSJUZPGJODBSDFSBUFEPSQSPCBUJPOBSZJOEJWJEVBMT
PS
'VODUJPOBTBMJNJUFEBVUIPSJUZ8BTIJOHUPOQFBDFPGGJDFS BTEFGJOFEJO3$8PS
)BWFQSJNBSZSFTQPOTJCJMJUZUPTVQFSWJTFFMJHJCMFNFNCFSTXIPNFFUUIFBCPWFDSJUFSJB

14&34NFNCFSTIJQJODMVEFT
c
c

1&34PSFNQMPZFFTIJSFECZBDPWFSFEFNQMPZFSCFGPSF+VMZ  XIPNFUBUMFBTUPOFPGUIF
14&34FMJHJCJMJUZDSJUFSJBBOEFMFDUFENFNCFSTIJQEVSJOHUIFQFSJPEPG+VMZ UP4FQUFNCFS
BOE
&NQMPZFFTIJSFEPOPSBGUFS+VMZ CZBDPWFSFEFNQMPZFS UIBUNFFUBUMFBTUPOFPGUIF14&34
FMJHJCJMJUZDSJUFSJB

14&34DPWFSFEFNQMPZFSTJODMVEF
c
c
c
c

$FSUBJO 4UBUF PG 8BTIJOHUPO BHFODJFT %FQBSUNFOU PG $PSSFDUJPOT  %FQBSUNFOU PG /BUVSBM 3FTPVSDFT
(BNCMJOHDPNNJTTJPO -JRVPSBOE$BOOBCJT#PBSE 1BSLTBOE3FDSFBUJPO$PNNJTTJPO BOE8BTIJOHUPO
4UBUF1BUSPM
8BTIJOHUPO4UBUF$PVOUJFT
8BTIJOHUPO4UBUF$JUJFT FYDFQUGPS4FBUUMF 4QPLBOF BOE5BDPNB
$PSSFDUJPOBMFOUJUJFTGPSNFECZ14&34FNQMPZFSTVOEFSUIF*OUFSMPDBM$PPQFSBUJPO"DU

#FOFGJUT 1SPWJEFE 14&34 1MBO  QSPWJEFT SFUJSFNFOU  EJTBCJMJUZ BOE EFBUI CFOFGJUT 3FUJSFNFOU CFOFGJUT BSF
EFUFSNJOFEBTUXPQFSDFOUPGUIFBWFSBHFGJOBMDPNQFOTBUJPO "'$ GPSFBDIZFBSPGTFSWJDF5IF"'$JTCBTFEPO
UIFNFNCFS`TDPOTFDVUJWFIJHIFTUDSFEJUBCMFNPOUITPGTFSWJDF#FOFGJUTBSFBDUVBSJBMMZSFEVDFEGPSFBDIZFBSUIBU
UIFNFNCFS`TBHFJTMFTTUIBO XJUIUFOPSNPSFTFSWJDFDSFEJUZFBSTJO14&34 PSMFTTUIBO XJUIGFXFSUIBO
UFOTFSWJDFDSFEJUZFBST 5IFSFJTOPDBQPOZFBSTPGTFSWJDFDSFEJU.FNCFSTBSFFMJHJCMFGPSSFUJSFNFOUBUUIFBHFPG
XJUIGJWFZFBSTPGTFSWJDFPSBUUIFBHFPGXJUIBUMFBTUUFOZFBSTPG14&34TFSWJDFDSFEJUPSBUBHFXJUI
ZFBSTPGTFSWJDF3FUJSFNFOUCFGPSFBHFJTDPOTJEFSFEBOFBSMZSFUJSFNFOU14&34NFNCFSTXIPSFUJSFQSJPSUPUIF
BHFPGSFDFJWFSFEVDFECFOFGJUT*GSFUJSFNFOUJTBUBHFPSPMEFSXJUIBUMFBTUZFBSTPGTFSWJDF BUISFFQFSDFOU
QFSZFBSSFEVDUJPOGPSFBDIZFBSCFUXFFOUIFBHFBUSFUJSFNFOUBOEBHFBQQMJFT14&341MBOSFUJSFNFOUCFOFGJUT
BSFBDUVBSJBMMZSFEVDFEUPSFGMFDUUIFDIPJDFPGBTVSWJWPSCFOFGJU0UIFSCFOFGJUTJODMVEFEVUZBOEOPOEVUZEJTBCJMJUZ
QBZNFOUT BOPQUJPOBMDPTUPGMJWJOHBEKVTUNFOU $0-" BOEBPOFUJNFEVUZSFMBUFEEFBUICFOFGJU JGGPVOEFMJHJCMFCZ
UIF%FQBSUNFOUPG-BCPSBOE*OEVTUSJFT14&341MBONFNCFSTBSFWFTUFEBGUFSDPNQMFUJOHGJWFZFBSTPGFMJHJCMF
TFSWJDF
$POUSJCVUJPOT14&341MBOFNQMPZFSBOEFNQMPZFFDPOUSJCVUJPOSBUFTBSFEFWFMPQFECZUIF0GGJDFPGUIF4UBUF
"DUVBSZUPGVMMZGVOE1MBO5IFFNQMPZFSSBUFJODMVEFTDPNQPOFOUTUPBEESFTTUIF1&341MBOVOGVOEFEBDUVBSJBM

/PUFTUPUIF'JOBODJBM4UBUFNFOUT
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BDDSVFEMJBCJMJUZBOEBENJOJTUSBUJWFFYQFOTFDVSSFOUMZTFUBUQFSDFOU&BDICJFOOJVN UIFTUBUF1FOTJPO'VOEJOH
$PVODJMBEPQUT1MBOFNQMPZFSBOEFNQMPZFFDPOUSJCVUJPOSBUFT
5IF14&341MBOSFRVJSFEDPOUSJCVUJPOSBUFT FYQSFTTFEBTBQFSDFOUBHFPGDVSSFOUZFBSDPWFSFEQBZSPMM GPS
XFSFBTGPMMPXT
14&341MBO
"DUVBM$POUSJCVUJPO3BUFT
&NQMPZFS
+BOVBSZUISPVHI%FDFNCFS


&NQMPZFF


5IF$PVOUZ`TBDUVBMDPOUSJCVUJPOTUPUIFQMBOXFSFNJMMJPOGPSUIFZFBSFOEFE%FDFNCFS 
-BX&OGPSDFNFOU0GGJDFST`BOE'JSF'JHIUFST`3FUJSFNFOU4ZTUFN -&0''
-&0''NFNCFSTIJQJODMVEFTBMMGVMMUJNF GVMMZDPNQFOTBUFE MPDBMMBXFOGPSDFNFOUDPNNJTTJPOFEPGGJDFST GJSFGJHIUFST
BOEBTPG+VMZ  FNFSHFODZNFEJDBMUFDIOJDJBOT-&0''JTDPNQSJTFEPGUXPTFQBSBUFEFGJOFECFOFGJUQMBOT
-&0''1MBO
#FOFGJUT 1SPWJEFE -&0'' 1MBO  QSPWJEFT SFUJSFNFOU  EJTBCJMJUZ BOE EFBUI CFOFGJUT 3FUJSFNFOU CFOFGJUT BSF
EFUFSNJOFEQFSZFBSPGTFSWJDFDBMDVMBUFEBTBQFSDFOUPG'JOBM"WFSBHF4BMBSZ '"4 BTGPMMPXT
c
c
c

 ZFBSTPGTFSWJDF

ZFBSTPGTFSWJDF 
ZFBSTPGTFSWJDF 

PG'"4
PG'"4
PG'"4

5IF'"4JTUIFCBTJDNPOUIMZTBMBSZSFDFJWFEBUUIFUJNFPGSFUJSFNFOU QSPWJEFEBNFNCFSIBTIFMEUIFTBNFQPTJUJPO
PSSBOLGPSNPOUITQSFDFEJOHUIFEBUFPGSFUJSFNFOU0UIFSXJTF JUJTUIFBWFSBHFPGUIFIJHIFTUDPOTFDVUJWF
NPOUIT`TBMBSZXJUIJOUIFMBTUUFOZFBSTPGTFSWJDF.FNCFSTBSFFMJHJCMFGPSSFUJSFNFOUXJUIGJWFZFBSTPGTFSWJDFBUUIF
BHFPG0UIFSCFOFGJUTJODMVEFEVUZBOEOPOEVUZEJTBCJMJUZQBZNFOUT BDPTUPGMJWJOHBEKVTUNFOU $0-" BOEB
POFUJNFEVUZSFMBUFEEFBUICFOFGJU JGGPVOEFMJHJCMFCZUIF%FQBSUNFOUPG-BCPSBOE*OEVTUSJFT-&0''1MBONFNCFST
XFSFWFTUFEBGUFSUIFDPNQMFUJPOPGGJWFZFBSTPGFMJHJCMFTFSWJDF5IFQMBOXBTDMPTFEUPOFXFOUSBOUTPO4FQUFNCFS
 
$POUSJCVUJPOT4UBSUJOHPO+VMZ  -&0''1MBOFNQMPZFSTBOEFNQMPZFFTDPOUSJCVUF[FSPQFSDFOU BTMPOH
BTUIFQMBOSFNBJOTGVMMZGVOEFE5IF-&0''1MBOIBEOPSFRVJSFEFNQMPZFSPSFNQMPZFFDPOUSJCVUJPOTGPSGJTDBM
ZFBS&NQMPZFSTQBJEPOMZUIFBENJOJTUSBUJWFFYQFOTFPGQFSDFOUPGDPWFSFEQBZSPMM
-&0''1MBO
#FOFGJUT 1SPWJEFE -&0'' 1MBO  QSPWJEFT SFUJSFNFOU  EJTBCJMJUZ BOE EFBUI CFOFGJUT 3FUJSFNFOU CFOFGJUT BSF
EFUFSNJOFEBTUXPQFSDFOUPGUIFGJOBMBWFSBHFTBMBSZ '"4 QFSZFBSPGTFSWJDF UIF'"4JTCBTFEPOUIFIJHIFTU
DPOTFDVUJWFNPOUIT .FNCFSTBSFFMJHJCMFGPSSFUJSFNFOUXJUIBGVMMCFOFGJUBUXJUIBUMFBTUGJWFZFBSTPGTFSWJDF
DSFEJU.FNCFSTXIPSFUJSFQSJPSUPUIFBHFPGSFDFJWFSFEVDFECFOFGJUT*GUIFNFNCFSIBTBUMFBTUZFBSTPG
TFSWJDFBOEJTBHF UIFSFEVDUJPOJTUISFFQFSDFOUGPSFBDIZFBSQSJPSUPBHF0UIFSXJTF UIFCFOFGJUTBSFBDUVBSJBMMZ
SFEVDFEGPSFBDIZFBSQSJPSUPBHF-&0''1MBOSFUJSFNFOUCFOFGJUTBSFBMTPBDUVBSJBMMZSFEVDFEUPSFGMFDUUIF
DIPJDFPGBTVSWJWPSCFOFGJU0UIFSCFOFGJUTJODMVEFEVUZBOEOPOEVUZEJTBCJMJUZQBZNFOUT BDPTUPGMJWJOHBMMPXBODF
CBTFEPOUIF$1* DBQQFEBUUISFFQFSDFOUBOOVBMMZBOEBPOFUJNFEVUZSFMBUFEEFBUICFOFGJU JGGPVOEFMJHJCMFCZ
UIF%FQBSUNFOUPG-BCPSBOE*OEVTUSJFT-&0''1MBONFNCFSTBSFWFTUFEBGUFSUIFDPNQMFUJPOPGGJWFZFBSTPGFMJHJCMF
TFSWJDF
$POUSJCVUJPOT-&0''1MBOFNQMPZFSBOEFNQMPZFFDPOUSJCVUJPOSBUFTBSFEFWFMPQFECZUIF0GGJDFPGUIF4UBUF
"DUVBSZUPGVMMZGVOE1MBO5IFFNQMPZFSSBUFJODMVEFTBOBENJOJTUSBUJWFFYQFOTFDPNQPOFOUTFUBUQFSDFOU
1MBOFNQMPZFSTBOEFNQMPZFFTBSFSFRVJSFEUPQBZBUUIFMFWFMBEPQUFECZUIF-&0''1MBO3FUJSFNFOU#PBSE
5IF-&0''1MBOSFRVJSFEDPOUSJCVUJPOSBUFT FYQSFTTFEBTBQFSDFOUBHFPGDPWFSFEQBZSPMM GPSXFSFBTGPMMPXT
-&0''
"DUVBM$POUSJCVUJPO3BUFT
+BOVBSZUISPVHI%FDFNCFS

&NQMPZFS


&NQMPZFF


5IF$PVOUZ`TBDUVBMDPOUSJCVUJPOTUPUIFQMBOXFSFNJMMJPOGPSUIFZFBSFOEFE%FDFNCFS 
/PUFTUPUIF'JOBODJBM4UBUFNFOUT
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5IF-FHJTMBUVSF CZNFBOTPGBTQFDJBMGVOEJOHBSSBOHFNFOU BQQSPQSJBUFTNPOFZGSPNUIFTUBUF(FOFSBM'VOEUP
TVQQMFNFOU UIF DVSSFOU TFSWJDF MJBCJMJUZ BOE GVOE UIF QSJPS TFSWJDF DPTUT PG 1MBO  JO BDDPSEBODF XJUI UIF
SFDPNNFOEBUJPOTPGUIF1FOTJPO'VOEJOH$PVODJMBOEUIF-&0''1MBO3FUJSFNFOU#PBSE5IJTTQFDJBMGVOEJOH
TJUVBUJPOJTOPUNBOEBUFECZUIFTUBUFDPOTUJUVUJPOBOEDPVMECFDIBOHFECZTUBUVUF'PSUIFTUBUFGJTDBMZFBSFOEJOH
+VOF  UIF4UBUFDPOUSJCVUFENJMMJPOUP-&0''1MBO
4FBUUMF$JUZ&NQMPZFFT`3FUJSFNFOU4ZTUFN 4$&34
4$&34 JT B DPTUTIBSJOH  NVMUJQMFFNQMPZFS SFUJSFNFOU QMBO BENJOJTUFSFE JO BDDPSEBODF XJUI DIBQUFS  PG UIF
4FBUUMF.VOJDJQBM$PEF$PVOUZFNQMPZFFTPGUIF%FQBSUNFOUPG1VCMJD)FBMUIXIPIBWFFTUBCMJTIFENFNCFSTIJQJO
4$&34SFNBJODPWFSFECZUIF$JUZ3FUJSFNFOU4ZTUFN&NQMPZFFTPG1VCMJD5SBOTQPSUBUJPOXIPBSFGPSNFSFNQMPZFFT
PG4FBUUMF5SBOTJUBSFBMTPDPWFSFECZUIFTZTUFN
#FOFGJUT1SPWJEFE4$&34QSPWJEFTSFUJSFNFOU EJTBCJMJUZ BOEEFBUICFOFGJUT&NQMPZFFTDPWFSFECZUIJTQMBONBZ
SFUJSFBGUFSZFBSTPGTFSWJDFSFHBSEMFTTPGBHFBGUFSBHFXJUIZFBSTPSNPSFPGTFSWJDFBGUFSBHFXJUI
PSNPSFZFBSTPGTFSWJDFBOEBGUFSBHFXJUIGJWFPSNPSFZFBSTPGTFSWJDF%JTBCJMJUZSFUJSFNFOUJTBWBJMBCMFBGUFS
ZFBSTPGTFSWJDF5IFVONPEJGJFENPOUIMZSFUJSFNFOUBMMPXBODFJTCBTFEPOBQFSDFOUBHFPGBWFSBHFTBMBSZGPSFWFSZ
ZFBSPGTFSWJDFUPBNBYJNVNPGQFSDFOU5IFBWFSBHFTBMBSZGPSUIJTQMBOJTEFGJOFEBTUIFIJHIFTUDPOTFDVUJWF
NPOUIT`BWFSBHFSBUFPGQBZ5IFQFSDFOUBHFGPSFBDIZFBSPGTFSWJDFVTFEUPDPNQVUFUIFSFUJSFNFOUCFOFGJUEFQFOET
POUIFBHFBUSFUJSFNFOUBOEUIFZFBSTPGTFSWJDF*USBOHFTGSPNQFSDFOUBUBHFXJUIZFBSTPGTFSWJDFUPB
NBYJNVNPGQFSDFOUGPSFBDIZFBSPGTFSWJDF5IFNBYJNVNBMMPXBODFBNFNCFSDBOSFDFJWFJTUIFVONPEJGJFE
QMBO  XIJDI IBT OP QSPWJTJPO GPS B CFOFGJDJBSZ BOE  BU UIF NFNCFST EFBUI  TUPQT BMM QBZNFOUT 4FWFSBM PQUJPOBM
SFUJSFNFOUCFOFGJUGPSNVMBTFYJTUXIJDIQSPWJEFGPSCFOFGJDJBSJFTXJUISFEVDFENPOUIMZBMMPXBODFT
$POUSJCVUJPOT5IF4$&34NFNCFSDPOUSJCVUJPOSBUFJTQFSDFOUPGDPNQFOTBUJPOFYDFQUGPSNFNCFSTRVBMJGZJOH
GPSMPXFSSBUFTQSJPSUP+VOF5IF$PVOUZJTSFRVJSFEUPDPOUSJCVUFBUBOBDUVBSJBMMZEFUFSNJOFESBUF5IFDVSSFOU
SBUFJTQFSDFOUPGBOOVBMDPWFSFEQBZSPMM5IFDPOUSJCVUJPOSFRVJSFNFOUTPGQMBONFNCFSTBOEUIF$PVOUZBSF
FTUBCMJTIFE BOE NBZ CF BNFOEFE CZ UIF #PBSE PG "ENJOJTUSBUJPO 5IF 4$&34 1MBO SFRVJSFE DPOUSJCVUJPO SBUFT
FYQSFTTFEBTBQFSDFOUBHFPGQBZSPMM GPSXFSFBTGPMMPXT
4$&34
"DUVBM$POUSJCVUJPO3BUFT
+BOVBSZUISPVHI%FDFNCFS

&NQMPZFS


&NQMPZFF


5IF$PVOUZ`TBDUVBMDPOUSJCVUJPOTUPUIFQMBOXFSFNJMMJPOGPSUIFZFBSFOEFE%FDFNCFS 
"DUVBSJBM"TTVNQUJPOT
5IFUPUBMQFOTJPOMJBCJMJUZ 51- GPSFBDIPGUIF%34QMBOTXBTEFUFSNJOFEVTJOHUIFNPTUSFDFOUBDUVBSJBMWBMVBUJPO
DPNQMFUFEJOXJUIBWBMVBUJPOEBUFPG+VOF 5IFBDUVBSJBMBTTVNQUJPOTVTFEJOUIFWBMVBUJPOXFSFCBTFE
POUIFSFTVMUTPGUIF0GGJDFPGUIF4UBUF"DUVBSZ`T 04" &YQFSJFODF4UVEZ
"EEJUJPOBMBTTVNQUJPOTGPSTVCTFRVFOUFWFOUTBOEMBXDIBOHFTBSFDVSSFOUBTPGUIFBDUVBSJBMWBMVBUJPOSFQPSU
5IF51-XBTDBMDVMBUFEBTPGUIFWBMVBUJPOEBUFBOESPMMFEGPSXBSEUPUIFNFBTVSFNFOUEBUFPG+VOF 1MBO
MJBCJMJUJFTXFSFSPMMFEGPSXBSEGSPN+VOF  UP+VOF  SFGMFDUJOHFBDIQMBO`TOPSNBMDPTU VTJOHUIFFOUSZ
BHFDPTUNFUIPE BTTVNFEJOUFSFTUBOEBDUVBMCFOFGJUQBZNFOUT
c
c
c

*OGMBUJPOUPUBMFDPOPNJDJOGMBUJPOTBMBSZJOGMBUJPO
4BMBSZJODSFBTFT*OBEEJUJPOUPUIFCBTFTBMBSZJOGMBUJPOBTTVNQUJPO TBMBSJFTBSFBMTPFYQFDUFEUP
HSPXCZQSPNPUJPOTBOEMPOHFWJUZ
*OWFTUNFOUSBUFPGSFUVSO

.PSUBMJUZSBUFTXFSFCBTFEPOUIF31SFQPSU`T$PNCJOFE)FBMUIZ5BCMFBOE$PNCJOFE%JTBCMFE5BCMFQVCMJTIFE
CZUIF4PDJFUZPG"DUVBSJFT5IF04"BQQMJFEPGGTFUTUPUIFCBTFUBCMFBOESFDPHOJ[FEGVUVSFJNQSPWFNFOUTJONPSUBMJUZ
CZ QSPKFDUJOH UIF NPSUBMJUZ SBUFT VTJOH  QFSDFOU 4DBMF ## .PSUBMJUZ SBUFT BSF BQQMJFE PO B HFOFSBUJPOBM CBTJT
NFBOJOH FBDINFNCFSJTBTTVNFEUPSFDFJWFBEEJUJPOBMNPSUBMJUZJNQSPWFNFOUTJOFBDIGVUVSFZFBSUISPVHIPVUIJT
PSIFSMJGFUJNF
/PUFTUPUIF'JOBODJBM4UBUFNFOUT

,JOH$PVOUZ 8BTIJOHUPO

5IFSFXFSFNJOPSDIBOHFTJONFUIPETBOEBTTVNQUJPOTTJODFUIFMBTUWBMVBUJPO
c
c
c

c

5IF04"MPXFSFEUIFBTTVNFEWBMVBUJPOJOUFSFTUSBUFGSPNUPGPSBMMTZTUFNTFYDFQU-&0''
1MBOBOEVQEBUFEUIFBTTVNFEBENJOJTUSBUJWFGBDUPST
5IF04"DPSSFDUFEIPXWBMVBUJPOTPGUXBSFDBMDVMBUFTOPOEVUZEJTBCJMJUZCFOFGJUTGPS-&0''1MBOBDUJWF
NFNCFST
5IF 04" BEEFE OFX -&0'' 1MBO  CFOFGJU EFGJOJUJPO XJUIJO JUT WBMVBUJPO TPGUXBSF UP NPEFM MFHJTMBUJPO
TJHOFEJOUPMBXEVSJOHUIFMFHJTMBUJWFTFTTJPO5IFMBXOPXQBZTUIF-BCPS*OEVTUSJFT -* EVUZ
SFMBUFEEFBUITVSWJWPSCFOFGJUGSPNFBDITZTUFNTSFTQFDUJWFUSVTUGVOEVQPOSFNBSSJBHFPGUIFTVSWJWPS
#FGPSFUIJTMFHJTMBUJPO UIF-*TVSWJWPSCFOFGJUFOEFEXIFOUIFTVSWJWPSPGBEVUZSFMBUFEEFBUISFNBSSJFE
5IF04"DIBOHFEUIFXBZJUWBMVFTUIFCBTJDNJOJNVN$0-"JO1&341MBO$BMDVMBUJPOPGUIJT$0-"
JTOPXJODMVEFEJOJUTWBMVBUJPOTPGUXBSFJOTUFBEPGVTJOHBOFYUFSOBMNPEFM

%JTDPVOU3BUF
5IFEJTDPVOUSBUFVTFEUPNFBTVSFUIFUPUBMQFOTJPOMJBCJMJUZGPSBMM%34QMBOTXBTQFSDFOU5PEFUFSNJOFUIBUSBUF
BOBTTFUTVGGJDJFODZUFTUJODMVEFEBOBTTVNFEQFSDFOUMPOHUFSNEJTDPVOUSBUFUPEFUFSNJOFGVOEJOHMJBCJMJUJFTGPS
DBMDVMBUJOHGVUVSFDPOUSJCVUJPOSBUFSFRVJSFNFOUT "MMQMBOTVTFQFSDFOUFYDFQU-&0''1MBO XIJDIIBTBTTVNFE
QFSDFOU $POTJTUFOUXJUIUIFMPOHUFSNFYQFDUFESBUFPGSFUVSO BQFSDFOUGVUVSFJOWFTUNFOUSBUFPGSFUVSOPO
JOWFTUFEBTTFUTXBTBTTVNFEGPSUIFUFTU$POUSJCVUJPOTGSPNQMBONFNCFSTBOEFNQMPZFSTBSFBTTVNFEUPDPOUJOVF
CFJOHNBEFBUDPOUSBDUVBMMZSFRVJSFESBUFT JODMVEJOH1&341MBOTBOE 14&341MBO 4&341MBOTBOE BOE
5341MBOTBOEFNQMPZFST XIPTFSBUFTJODMVEFBDPNQPOFOUGPSUIF1&341MBOPS5341MBOMJBCJMJUZ #BTFE
POUIFTFBTTVNQUJPOT UIFQFOTJPOQMBOT`GJEVDJBSZOFUQPTJUJPOXBTQSPKFDUFEUPCFBWBJMBCMFUPNBLFBMMQSPKFDUFE
GVUVSFCFOFGJUQBZNFOUTPGDVSSFOUQMBONFNCFST5IFSFGPSF UIFMPOHUFSNFYQFDUFESBUFPGSFUVSOPGQFSDFOUXBT
VTFEUPEFUFSNJOFUIFUPUBMMJBCJMJUZ
-POH5FSN&YQFDUFE3BUFPG3FUVSO
5IFMPOHUFSNFYQFDUFESBUFPGSFUVSOPOUIF%34BOE4$&34QFOTJPOQMBOJOWFTUNFOUTPGQFSDFOUXBTEFUFSNJOFE
VTJOHBCVJMEJOHCMPDLNFUIPE5IF8BTIJOHUPO4UBUF*OWFTUNFOU#PBSE 84*# VTFEBCFTUFTUJNBUFPGFYQFDUFE
GVUVSFSBUFTPGSFUVSO FYQFDUFESFUVSOT OFUPGQFOTJPOQMBOJOWFTUNFOUFYQFOTF JODMVEJOHJOGMBUJPO UPEFWFMPQFBDI
NBKPSBTTFUDMBTT5IPTFFYQFDUFESFUVSOTNBLFVQPOFDPNQPOFOUPG84*#`TDBQJUBMNBSLFUBTTVNQUJPOT5IF84*#
VTFTUIFDBQJUBMNBSLFUBTTVNQUJPOTBOEUIFJSUBSHFUBTTFUBMMPDBUJPOUPTJNVMBUFGVUVSFJOWFTUNFOUSFUVSOTBUWBSJPVT
GVUVSFUJNFT5IFMPOHUFSNFYQFDUFESBUFPGSFUVSOPGQFSDFOUBQQSPYJNBUFMZFRVBMTUIFNFEJBOPGUIFTJNVMBUFE
JOWFTUNFOUSFUVSOTPWFSBZFBSUJNFIPSJ[PO
&TUJNBUFE3BUFTPG3FUVSOCZ"TTFU$MBTT
#FTUFTUJNBUFTPGBSJUINFUJDSFBMSBUFTPGSFUVSOGPSFBDINBKPSBTTFUDMBTTJODMVEFEJOUIF%34QFOTJPOQMBO`TUBSHFU
BTTFUBMMPDBUJPOBTPG+VOF  BSFTVNNBSJ[FEJOUIFUBCMFCFMPX5IFJOGMBUJPODPNQPOFOUVTFEUPDSFBUFUIF
UBCMFJTQFSDFOUBOESFQSFTFOUTUIF84*#`TNPTUSFDFOUMPOHUFSNFTUJNBUFPGCSPBEFDPOPNJDJOGMBUJPO

"TTFU$MBTT
'JYFE*ODPNF
5BOHJCMF"TTFUT
3FBM&TUBUF
(MPCBM&RVJUZ
1SJWBUF&RVJUZ

5BSHFU
"MMPDBUJPO







-POHUFSN&YQFDUFE
3FBM3BUFPG3FUVSO






/PUFTUPUIF'JOBODJBM4UBUFNFOUT
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#FTUFTUJNBUFTPGHFPNFUSJDSFBMSBUFTPGSFUVSOGPSFBDINBKPSBTTFUDMBTTJODMVEFEJOUIF4$&34QFOTJPOQMBO`TUBSHFU
BTTFUBMMPDBUJPOBTPG%FDFNCFS BSFTVNNBSJ[FEJOUIFDIBSUUIBUGPMMPXT
"TTFU$MBTT

-POHUFSN&YQFDUFE3FBM
3BUFPG3FUVSO"SJUINFUJD

&RVJUZ1VCMJD



&RVJUZ1SJWBUF



'JYFE*ODPNF#SPBE



'JYFE*ODPNF$SFEJU



3FBM"TTFUT3FBM&TUBUF



3FBM"TTFUT*OGSBTUSVDUVSF



%JWFSTJGZJOH4USBUFHJFT



4FOTJUJWJUZPG/FU1FOTJPO-JBCJMJUZ "TTFU
5IFUBCMFCFMPXQSFTFOUTUIF$PVOUZ`TQSPQPSUJPOBUFTIBSFPGUIFOFUQFOTJPOMJBCJMJUZDBMDVMBUFEVTJOHUIFEJTDPVOU
SBUFPGQFSDFOU BTXFMMBTXIBUUIF$PVOUZ`TQSPQPSUJPOBUFTIBSFPGUIFOFUQFOTJPOMJBCJMJUZXPVMECFJGJUXFSF
DBMDVMBUFEVTJOHBEJTDPVOUSBUFUIBUJTPOFQFSDFOUBHFQPJOUMPXFS QFSDFOU PSPOFQFSDFOUBHFQPJOUIJHIFS 
QFSDFOU UIBOUIFDVSSFOUSBUF
4FOTJUJWJUZPG/FU1FOTJPO-JBCJMJUZ "TTFU
JOUIPVTBOET
%FDSFBTF
$VSSFOU
*ODSFBTF
1MBOT

%JTDPVOU3BUF

1&34

  
  
 
1&34
 
 
 
14&34
 
 
 
-&0''
 
 
 
-&0''
 
 
 
4$&34
 
 


1FOTJPO1MBO'JEVDJBSZ/FU1PTJUJPO
%FUBJMFEJOGPSNBUJPOBCPVUUIF4UBUF`TQFOTJPOQMBOT`GJEVDJBSZOFUQPTJUJPOJTBWBJMBCMFJOUIFTFQBSBUFMZJTTVFE%34
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JOUIF4DIFEVMFTPG&NQMPZFSBOE/POFNQMPZFS"MMPDBUJPOTGPSBMMQMBOTFYDFQU-&0''
-&0''1MBOBMMPDBUJPOQFSDFOUBHFTBSFCBTFEPOUIFUPUBMIJTUPSJDBMFNQMPZFSDPOUSJCVUJPOTUP-&0''GSPN
UISPVHIBOEUIFSFUJSFNFOUCFOFGJUQBZNFOUTJOGJTDBMZFBS)JTUPSJDBMEBUBXBTPCUBJOFEGSPNBTUVEZ
CZUIF0GGJDFPGUIF4UBUF"DUVBSZ*OGJTDBMZFBS UIFTUBUFPG8BTIJOHUPODPOUSJCVUFEQFSDFOUPG-&0''
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UIFQSPKFDUFEMPOHUFSNDPOUSJCVUJPOFGGPSUCBTFEPOIJTUPSJDBMEBUB
*OGJTDBMZFBS UIFTUBUFPG8BTIJOHUPODPOUSJCVUFEQFSDFOUPG-&0''FNQMPZFSDPOUSJCVUJPOTQVSTVBOU
UP3$8BOEBMMPUIFSFNQMPZFSTDPOUSJCVUFEUIFSFNBJOJOHQFSDFOUPGFNQMPZFSDPOUSJCVUJPOT
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*OBDDPSEBODFXJUI4UBUFNFOU/P UIF$PVOUZIBTFMFDUFEUPVTFUIFQSJPSGJTDBMZFBSFOEBTUIFNFBTVSFNFOU
EBUFGPSSFQPSUJOHOFUQFOTJPOMJBCJMJUJFT
$PNQPOFOU6OJU)BSCPSWJFX.FEJDBM$FOUFS ).$
).$QFSTPOOFMBSF6OJWFSTJUZPG8BTIJOHUPO 68 FNQMPZFFT).$GBDVMUZBOEQSPGFTTJPOBMTUBGGQBSUJDJQBUFJOUIF
6OJWFSTJUZ PG 8BTIJOHUPO 3FUJSFNFOU 1MBO 6831  BO *3$ 4FDUJPO  C  EFGJOFE DPOUSJCVUJPO SFUJSFNFOU QMBO
BVUIPSJ[FECZUIF#PBSEPG3FHFOUT).$TUBGGQBSUJDJQBUFJOBQMBOBVUIPSJ[FECZUIF4UBUFPG8BTIJOHUPO%FQBSUNFOU
PG3FUJSFNFOU4ZTUFNT %34 1MBOQBSUJDJQBUJPOJTEFGJOFECZQPTJUJPO XJUIUIFNBKPSJUZPG).$FNQMPZFFTFOSPMMFE
JOPOFPGUIFUISFF1VCMJD&NQMPZFFT3FUJSFNFOU4ZTUFNT 1&34 QMBOT
"MMQMBOTJODMVEFDPOUSJCVUJPOTCZCPUIFNQMPZFFBOEFNQMPZFS&NQMPZFFDPOUSJCVUJPOTBSFUBYEFGFSSFE&NQMPZFS
DPOUSJCVUJPOTBSFQBJETFNJNPOUIMZCZUIF68JOBDDPSEBODFXJUISBUFTTQFDJGJFECZUIFSFUJSFNFOUTZTUFNT

/PUFTUPUIF'JOBODJBM4UBUFNFOUT

,JOH$PVOUZ 8BTIJOHUPO

$PNQPOFOU6OJU$VMUVSBM%FWFMPQNFOU"VUIPSJUZPG,JOH$PVOUZ $%"
"MMFMJHJCMF$%"QFSTPOOFMQBSUJDJQBUFJO1&34 BTUBUFXJEFMPDBMHPWFSONFOUSFUJSFNFOUTZTUFNBENJOJTUFSFECZUIF
%34VOEFSDPTUTIBSJOH NVMUJQMFFNQMPZFSEFGJOFECFOFGJUQMBOT$%"`TOFUQFOTJPOMJBCJMJUZBOEEFGFSSFEPVUGMPXTPG
SFTPVSDFTSFMBUFEUPQFOTJPOTBU%FDFNCFS XFSFNJMMJPOBOENJMMJPO SFTQFDUJWFMZ

/PUFTUPUIF'JOBODJBM4UBUFNFOUT

,JOH$PVOUZ 8BTIJOHUPO

/PUF

1PTUFNQMPZNFOU)FBMUI$BSF1MBO
5IF$PVOUZJTSFRVJSFEUPBDDSVFPUIFSQPTUFNQMPZNFOUCFOFGJUT 01&# FYQFOTFSFMBUFEUPJUTQPTUSFUJSFNFOUIFBMUI
DBSFQMBOCBTFEPOBDPNQVUFEBOOVBMSFRVJSFEDPOUSJCVUJPO "3$ UIBUJODMVEFTUIFDVSSFOUQFSJPETTFSWJDFDPTUBOE
BOBNPVOUUPBNPSUJ[FVOGVOEFEBDUVBSJBMBDDSVFEMJBCJMJUJFT*OTUFBEPGSFDPSEJOHFYQFOTFPOBQBZBTZPVHPCBTJT
UIF$PVOUZIBTSFDPSEFEBMJBCJMJUZPGNJMMJPOGPSUIFEJGGFSFODFCFUXFFOUIFBDUVBSJBMMZDBMDVMBUFE"3$BOEUIF
FTUJNBUFEDPOUSJCVUJPOTNBEF
5IFFGGFDUPG("4#/PGPSUIFDVSSFOUGJTDBMZFBSXBTUPEFDSFBTFUIF$PVOUZTFYDFTTPGSFWFOVFPWFSFYQFOTFT
CFGPSF DBQJUBM DPOUSJCVUJPOT BOE UIF $PVOUZT JODSFBTF JO OFU QPTJUJPO GPS UIF ZFBS FOEFE %FDFNCFS    CZ
BQQSPYJNBUFMZNJMMJPO
1MBO%FTDSJQUJPO5IF,JOH$PVOUZ)FBMUI1MBO UIF)FBMUI1MBO JTBTJOHMFFNQMPZFSEFGJOFECFOFGJUIFBMUIDBSFQMBO
BENJOJTUFSFECZUIF$PVOUZ5IF)FBMUI1MBOQSPWJEFTNFEJDBM QSFTDSJQUJPOESVH WJTJPO BOEPUIFSVOSFJNCVSTFE
NFEJDBMCFOFGJUTUPFMJHJCMFSFUJSFFT5IF)FBMUI1MBOEPFTOPUJTTVFBTFQBSBUFTUBOEBMPOFGJOBODJBMSFQPSU
'VOEJOH1PMJDZ-&0''SFUJSFFTBSFOPUSFRVJSFEUPDPOUSJCVUFUPUIF)FBMUI1MBO"MMPUIFSSFUJSFFTBSFSFRVJSFEUP
QBZUIF$0#3"SBUFBTTPDJBUFEXJUIUIFFMFDUFEQMBO
'PSUIFGJTDBMZFBSFOEFE%FDFNCFS  UIF$PVOUZDPOUSJCVUFEBOFTUJNBUFENJMMJPOUPUIF)FBMUI1MBO
5IF$PVOUZTDPOUSJCVUJPOXBTFOUJSFMZUPGVOEQBZBTZPVHPDPTUTVOEFSUIF)FBMUI1MBOBOEOPUUPQSFGVOECFOFGJUT
"OOVBM01&#$PTUBOE/FU01&#0CMJHBUJPO5IFCBTJTGPSUIF$PVOUZTBOOVBM01&#DPTU FYQFOTF JTUIFBOOVBM
SFRVJSFEDPOUSJCVUJPO "3$ 5IF"3$SFQSFTFOUTBMFWFMPGGVOEJOHUIBU JGQBJEPOBOPOHPJOHCBTJT UIFBDUVBSZ
QSPKFDUTXJMMDPWFSOPSNBMDPTUFBDIZFBSBOEBNPSUJ[FBOZVOGVOEFEBDUVBSJBMMJBCJMJUJFT PSGVOEJOHFYDFTT PWFSB
QFSJPEOPUUPFYDFFEUIJSUZZFBST
5IFDPNQPOFOUTPGUIF$PVOUZTBOOVBM01&#DPTU UIFFTUJNBUFEBNPVOUDPOUSJCVUFEUPUIF)FBMUI1MBO BOEDIBOHFT
JOUIF$PVOUZTOFU01&#PCMJHBUJPOUPUIF)FBMUI1MBOGPSUIFZFBSFOEFE%FDFNCFS  JOUIPVTBOET 

/PSNBMDPTU6OJU$SFEJU.FUIPE
"NPSUJ[BUJPOPGVOGVOEFEBDUVBSJBMBDDSVFEMJBCJMJUZ 6"""OOVBM3FRVJSFE$POUSJCVUJPO "3$
*OUFSFTUPOOFU01&#PCMJHBUJPO
"EKVTUNFOUUPBOOVBMSFRVJSFEDPOUSJCVUJPO
"OOVBM01&#DPTU FYQFOTF
$POUSJCVUJPOTNBEF
*ODSFBTFJOOFU01&#PCMJHBUJPO
/FU01&#PCMJHBUJPOCFHJOOJOHPGZFBS
/FU01&#PCMJHBUJPOFOEPGZFBS
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01&#PCMJHBUJPO JOUIPVTBOET 
'JTDBM:FBS&OEFE
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/PUFTUPUIF'JOBODJBM4UBUFNFOUT

,JOH$PVOUZ 8BTIJOHUPO

'VOEFE4UBUVTBOE'VOEJOH1SPHSFTT
5IFGVOEFETUBUVTPGUIF)FBMUI1MBOBTPG%FDFNCFS  JOUIPVTBOET JTBTGPMMPXT
"DUVBSJBMBDDSVFEMJBCJMJUZ ""- e6OJU$SFEJU



 



 



  

"DUVBSJBMWBMVFPGQMBOBTTFUT

d

6OGVOEFEBDUVBSJBMBDDSVFEMJBCJMJUZ 6""'VOEFESBUJP BDUVBSJBMWBMVFPGQMBOBTTFUTf""$PWFSFEQBZSPMM



6""-BTBQFSDFOUBHFPGDPWFSFEQBZSPMM



"DUVBSJBMWBMVBUJPOTPGBOPOHPJOHQMBOJOWPMWFFTUJNBUFTPGUIFWBMVFPGSFQPSUFEBNPVOUTBOEBTTVNQUJPOTBCPVU
UIFQSPCBCJMJUZPGPDDVSSFODFPGFWFOUTGBSJOUPUIFGVUVSF&YBNQMFTJODMVEFBTTVNQUJPOTBCPVUGVUVSFFNQMPZNFOU
NPSUBMJUZ BOEIFBMUIDBSFDPTUUSFOET"DUVBSJBMMZEFUFSNJOFEBNPVOUTBSFTVCKFDUUPDPOUJOVBMSFWJTJPOBTBDUVBMSFTVMUT
BSFDPNQBSFEXJUIQBTUFYQFDUBUJPOTBOEOFXFTUJNBUFTBSFNBEFBCPVUUIFGVUVSF("4#/PSFRVJSFTUIBUUIF
TDIFEVMF PG GVOEJOH QSPHSFTT  QSFTFOUFE BT SFRVJSFE BEEJUJPOBM JOGPSNBUJPO GPMMPXJOH UIF OPUFT UP UIF GJOBODJBM
TUBUFNFOUT QSFTFOUTNVMUJZFBSUSFOEJOGPSNBUJPOUIBUTIPXTXIFUIFSUIFBDUVBSJBMWBMVFPG)FBMUI1MBOBTTFUTJT
JODSFBTJOHPSEFDSFBTJOHPWFSUJNFSFMBUJWFUPUIFBDUVBSJBMBDDSVFEMJBCJMJUJFTGPSCFOFGJUT
"DUVBSJBM .FUIPET BOE "TTVNQUJPOT 5IF CBTJT PG QSPKFDUJPOT PG CFOFGJUT GPS GJOBODJBM SFQPSUJOH QVSQPTFT JT UIF
TVCTUBOUJWFQMBO UIF)FBMUI1MBOBTVOEFSTUPPECZUIF$PVOUZBOENFNCFSTPGUIF)FBMUI1MBO BOEJODMVEFTUIF
UZQFTPGCFOFGJUTQSPWJEFEBUUIFUJNFPGFBDIWBMVBUJPOBOEUIFIJTUPSJDBMQBUUFSOPGTIBSJOHPGCFOFGJUDPTUTCFUXFFO
UIF$PVOUZBOE.FNCFSTPGUIF)FBMUI1MBONFNCFSTUPUIBUQPJOU5IFBDUVBSJBMNFUIPETBOEBTTVNQUJPOTVTFE
JODMVEFUFDIOJRVFTUIBUBSFEFTJHOFEUPSFEVDFUIFFGGFDUTPGTIPSUUFSNWPMBUJMJUZJOBDUVBSJBMBDDSVFEMJBCJMJUJFTBOEUIF
BDUVBSJBMWBMVFPGBTTFUT DPOTJTUFOUXJUIUIFMPOHUFSNQFSTQFDUJWFPGUIFDBMDVMBUJPOT
5IF%FDFNCFS WBMVBUJPOVTFEUIFQSPKFDUFEVOJUDSFEJUBDUVBSJBMDPTUNFUIPE5IFBDUVBSJBMBTTVNQUJPOT
JODMVEFEBQFSDFOUJOWFTUNFOUSBUFPGSFUVSO OFUPGBENJOJTUSBUJWFFYQFOTFT BOEBOJOJUJBMBOOVBMIFBMUIDBSF
DPTUUSFOESBUFPGQFSDFOUGPS,JOH$BSFNFEJDBM QFSDFOUGPS,JOH$BSFQIBSNBDZ BOEQFSDFOUGPS).0
NFEJDBMQIBSNBDZ FBDISFEVDFECZEFDSFNFOUTUPBOVMUJNBUFSBUFPGQFSDFOUBGUFSZFBSTBOEZFBSTGPS
NFEJDBMBOEQIBSNBDZ SFTQFDUJWFMZ5IF.FEJDBSF1SFNJVNUSFOESBUFJTQFSDFOU GPSBMMZFBST"MMUSFOESBUFT
JODMVEFBQFSDFOUJOGMBUJPOBTTVNQUJPO5IF6""-JTSFDBMDVMBUFEFBDIZFBSBOEBNPSUJ[FEBTBMFWFMEPMMBSBNPVOU
POBOPQFOCBTJTPWFSZFBST
$PNQPOFOU6OJU)BSCPSWJFX.FEJDBM$FOUFS ).$
"MM 6OJWFSTJUZ FNQMPZFFT  JODMVEJOH NFEJDBM DFOUFS FNQMPZFFT  BSF FMJHJCMF GPS QBSUJDJQBUJPO JO IFBMUIDBSF BOE MJGF
JOTVSBODFQSPHSBNTBENJOJTUFSFECZUIF84)$" 8BTIJOHUPO4UBUF)FBMUI$BSF"VUIPSJUZ ).$SFUJSFFTNBZFMFDU
DPWFSBHFUISPVHITUBUFIFBMUIBOEMJGFJOTVSBODFQMBOT GPSXIJDIUIFZQBZMFTTUIBOUIFGVMMDPTUPGUIFCFOFGJUTCBTFE
POUIFJSBHFBOEPUIFSEFNPHSBQIJDGBDUPST
5IF0GGJDFPGUIF4UBUF"DUVBSZEFUFSNJOFTUPUBM01&#PCMJHBUJPOTBUUIF4UBUFMFWFMVTJOHJOEJWJEVBMTUBUFFNQMPZFF
EBUB  JODMVEJOH BHF  SFUJSFNFOU FMJHJCJMJUZ  BOE MFOHUI PG TFSWJDF *OGPSNBUJPO UP TVQQPSU BDUVBSJBM DBMDVMBUJPO BU UIF
EJWJTJPO EFQBSUNFOU PSDPNQPOFOUVOJUMFWFMJTOPUBWBJMBCMF5IF4UBUFJTVMUJNBUFMZSFTQPOTJCMFGPSUIFPCMJHBUJPO
UIFSFGPSF UIFBOOVBMSFRVJSFEDPOUSJCVUJPO "3$ JTOPUSFDPSEFEBUUIF6OJWFSTJUZPSJUTEFQBSUNFOUT EJWJTJPOT BHFODJFT
PSDPNQPOFOUVOJUT

/PUFTUPUIF'JOBODJBM4UBUFNFOUT

,JOH$PVOUZ 8BTIJOHUPO

/PUF

3JTL.BOBHFNFOU
5IF$PVOUZVTFTUISFFJOUFSOBMTFSWJDFGVOETUPBDDPVOUGPSBOEGJOBODFQSPQFSUZDBTVBMUZ XPSLFST`DPNQFOTBUJPOBOE
FNQMPZFFNFEJDBM QIBSNBDZ EFOUBM BOEWJTJPOCFOFGJUTTFMGJOTVSBODFQSPHSBNT5IF$PVOUZDPOUSBDUTXJUIBQMBO
BENJOJTUSBUPSUPQSPDFTTNFEJDBM QIBSNBDZ WJTJPOBOEEFOUBMDMBJNT$PVOUZGVOEDMBJNTNBOBHFST UPHFUIFSXJUI
UIF$JWJM%JWJTJPOPGUIF1SPTFDVUJOH"UUPSOFZ`T0GGJDF BSFSFTQPOTJCMFGPSQSPDFTTJOHBMMUPSUBOEXPSLFST`DPNQFOTBUJPO
DMBJNT
$MBJNTTFUUMFNFOUTBOEMPTTFYQFOTFTBSFBDDSVFEJOUIFUISFFJOUFSOBMTFSWJDFGVOETGPSUIFFTUJNBUFETFUUMFNFOU
WBMVFPGCPUISFQPSUFEBOEVOSFQPSUFEDMBJNT5IFTFGVOETBSFSFTQPOTJCMFGPSDPMMFDUJOHJOUFSGVOEQSFNJVNTGSPN
JOTVSFEGVOETBOEEFQBSUNFOUTGPSQBZJOHDMBJNTFUUMFNFOUTBOEGPSQVSDIBTJOHDFSUBJOQPMJDJFT*OUFSGVOEQSFNJVNT
BSFBTTFTTFEPOUIFCBTJTPGDMBJNTFYQFSJFODFBOEBSFSFQPSUFEBTSFWFOVFTBOEFYQFOTFTPSFYQFOEJUVSFT
*OTVSBODF'VOE
5IF*OTVSBODF'VOE BOJOUFSOBMTFSWJDFGVOE BDDPVOUTGPSUIF$PVOUZ`TQSPQFSUZDBTVBMUZQSPHSBN5IFGVOEBDDPVOUT
GPSUIF$PVOUZ`TFYQPTVSFTUPMPTTEVFUPUIFUPSUJPVTDPOEVDUPGUIF$PVOUZ JODMVEJOHUIPTFFYQPTVSFTDPNNPOMZ
DPWFSFE CZ HFOFSBM MJBCJMJUZ  BVUPNPCJMF MJBCJMJUZ  QPMJDF QSPGFTTJPOBM  QVCMJD PGGJDJBMT  FSSPST BOE PNJTTJPOT BOE
QSPGFTTJPOBMNBMQSBDUJDFJOTVSBODFQPMJDJFT5IFFTUJNBUFEMJBCJMJUZGPSQSPCBCMFTFMGJOTVSBODFMPTTFT SFQPSUFEBOE
VOSFQPSUFE SFDPSEFEJOUIFGVOEBTPG%FDFNCFS  JTNJMMJPO
5IF$PVOUZQVSDIBTFTFYDFTTMJBCJMJUZDPWFSBHFUIBUDVSSFOUMZQSPWJEFTNJMMJPOJOMJNJUTBCPWFBNJMMJPOQFS
PDDVSSFODFTFMGJOTVSFESFUFOUJPO 4*3 GPS5SBOTJUBOENJMMJPO4*3GPSBMMPUIFS$PVOUZBHFODJFT
&GGFDUJWF+VMZ  UIF$PVOUZSFOFXFEUIFQSPQFSUZJOTVSBODFQPMJDZ5IJTQPMJDZIBTBCMBOLFUMJNJUPG
NJMMJPOBCPWFBUIPVTBOEQFSPDDVSSFODFEFEVDUJCMFBOEQSPWJEFTBOPWFSBMMFBSUIRVBLFTVCMJNJUPGNJMMJPO
BOEBGMPPETVCMJNJUPGNJMMJPO
*O UIF$PVOUZQVSDIBTFEBDZCFSMJBCJMJUZQPMJDZXJUIBNJMMJPODPWFSBHFMJNJU
*OBEEJUJPOUPJUTFYDFTTMJBCJMJUZQPMJDZBOEQSPQFSUZJOTVSBODFQPMJDJFT UIF$PVOUZIBTTQFDJGJDJOTVSBODFQPMJDJFTUP
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NJMMJPO

UIPVTBOE
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NJMMJPO

NJMMJPOQFSDMBJN

1BSLT4XJNNJOH1PPMT(FOFSBM-JBCJMJUZ

NJMMJPO

/POF

*O UIFSFXFSFUXPTFUUMFNFOUTUIBUFYDFFEFEUIF4*3*OBOE UIFSFXFSFOPTFUUMFNFOUTUIBUFYDFFEFE
JOTVSBODFDPWFSBHF
8JUI UIF BTTJTUBODF PG BO BDUVBSZ  UIF *OTVSBODF 'VOE`T DMBJNT MJBCJMJUZ JT FTUJNBUFE CBTFE VQPO IJTUPSJDBM DMBJNT
FYQFSJFODFBOEPUIFSBDUVBSJBMUFDIOJRVFT

/PUFTUPUIF'JOBODJBM4UBUFNFOUT

,JOH$PVOUZ 8BTIJOHUPO
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&OEPG:FBS
-JBCJMJUZ

 
 

4BGFUZBOE8PSLFST`$PNQFOTBUJPO'VOE
5IF4BGFUZBOE8PSLFST`$PNQFOTBUJPO'VOE BOJOUFSOBMTFSWJDFGVOE BDDPVOUTGPSUIF$PVOUZ`TTFMGJOTVSBODFGPS
XPSLFST` DPNQFOTBUJPO BT DFSUJGJFE VOEFS 5JUMF  3FWJTFE $PEF PG 8BTIJOHUPO 3$8  *OEVTUSJBM *OTVSBODF"DU
*OUFSGVOEDIBSHFTBSFEFSJWFEGSPNBDUVBSJBMQSPKFDUJPOTPGUIFJSGVUVSFDMBJNTBOEBENJOJTUSBUJWFDPTUT5IFFTUJNBUFE
MJBCJMJUZ GPS QSPCBCMF TFMGJOTVSBODF MPTTFT SFQPSUFE BOE VOSFQPSUFE  SFDPSEFE JO UIF GJOBODJBM TUBUFNFOUT JT OPU
EJTDPVOUFEEVFUPMPXSBUFPGSFUVSOPOJOWFTUNFOU"TPG%FDFNCFS  UIFUPUBMDMBJNMJBCJMJUZJTNJMMJPO
5IF$PVOUZQVSDIBTFTBOFYDFTTXPSLFST`DPNQFOTBUJPOQPMJDZUIBUQSPWJEFTTUBUVUPSZMJNJUTDPWFSBHF5IFBNPVOU
PGMPTTSFUBJOFECZ,JOH$PVOUZ UIFTFMGJOTVSFESFUFOUJPO VOEFSUIJTQPMJDZ FGGFDUJWF"QSJM  XBTNJMMJPO
*OUIFQSJPSUISFFZFBST UIFSFIBTCFFOOPTFUUMFNFOUJOFYDFTTPGUIFJOTVSBODFDPWFSBHF
5IF'VOE`TDMBJNTMJBCJMJUZJTFTUJNBUFECZBOJOEFQFOEFOUBDUVBSZ5IFDMBJNMJBCJMJUZSFQSFTFOUTUIFFTUJNBUFEVMUJNBUF
BNPVOUUPCFQBJEGPSSFQPSUFEBOEJODVSSFECVUOPUSFQPSUFEDMBJNTCBTFEPOQBTUFYQFSJFODFBOEPUIFSBDUVBSJBM
UFDIOJRVFT
$IBOHFTJOUIF4BGFUZBOE8PSLFST`$PNQFOTBUJPO'VOE`TDMBJNTMJBCJMJUZJOBOE JOUIPVTBOET BSFTIPXO
CFMPX
#FHJOOJOH

$MBJNTBOE

PG:FBS

$IBOHFTJO

-JBCJMJUZ




 



$MBJN

&TUJNBUFT


1BZNFOUT


 

 

&OEPG:FBS

 

 

-JBCJMJUZ


 

 

 

&NQMPZFF#FOFGJUT1SPHSBN'VOE
5IF&NQMPZFF#FOFGJUT1SPHSBN'VOE BOJOUFSOBMTFSWJDFGVOE BDDPVOUTGPSFNQMPZFFNFEJDBM EFOUBM WJTJPO MJGF
BDDJEFOUBMEFBUIBOEEJTNFNCFSNFOU "%% BOEMPOHUFSNEJTBCJMJUZ -5% CFOFGJUQSPHSBNT5XPNFEJDBMQMBOT
BOEUIFQIBSNBDZ EFOUBMBOEWJTJPOQMBOTBSFTFMGJOTVSFE5IFMJGF "%% BOE-5%CFOFGJUQSPHSBNTBSFGVMMZJOTVSFE
*OUFSGVOEQSFNJVNTBSFEFUFSNJOFEPOBQFSFNQMPZFF QFSNPOUICBTJT
5IF FTUJNBUFE MJBCJMJUZ GPS QSPCBCMF TFMGJOTVSBODF MPTTFT SFQPSUFE BOE VOSFQPSUFE  SFDPSEFE JO UIF GVOE BT PG
%FDFNCFS  JTNJMMJPO
5IF'VOE`TDMBJNTMJBCJMJUZJTCBTFEPOIJTUPSJDBMFYQFSJFODF$IBOHFTJOUIF&NQMPZFF#FOFGJUT1SPHSBN'VOE`TDMBJNT
MJBCJMJUZJOBOE JOUIPVTBOET BSFTIPXOCFMPX
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/PUFTUPUIF'JOBODJBM4UBUFNFOUT

,JOH$PVOUZ 8BTIJOHUPO

$PNQPOFOU6OJU)BSCPSWJFX.FEJDBM$FOUFS ).$
)BSCPSWJFX.FEJDBM$FOUFS ).$ JTFYQPTFEUPSJTLPGMPTTSFMBUFEUPQSPGFTTJPOBMBOEHFOFSBMMJBCJMJUZ QSPQFSUZMPTT
BOEJOKVSJFTUPFNQMPZFFT).$QBSUJDJQBUFTJOSJTLQPPMTNBOBHFECZUIF6OJWFSTJUZUPNJUJHBUFSJTLPGMPTTSFMBUFEUP
UIFTFFYQPTVSFT
1SPGFTTJPOBMBOE(FOFSBM-JBCJMJUZ
5IF6OJWFSTJUZTQSPGFTTJPOBMMJBCJMJUZQSPHSBNDVSSFOUMZJODMVEFTTFMGJOTVSFEBOEDPNNFSDJBMSFJOTVSBODFDPWFSBHF
DPNQPOFOUT).$TBOOVBMGVOEJOHUPUIFQSPGFTTJPOBMMJBCJMJUZQSPHSBNJTEFUFSNJOFECZUIF6OJWFSTJUZBENJOJTUSBUJPO
VTJOHJOGPSNBUJPOGSPNBOBOOVBMBDUVBSZTUVEZ7BSJPVTQBSUJDJQBOUTJOUIFQSPHSBNDPOUSJCVUFUPUIFTFMGJOTVSBODF
GVOEBOETIBSFJOUIFFYQFOTFTPGUIFQSPHSBN).$TDPOUSJCVUJPOUPUIFQSPGFTTJPOBMMJBCJMJUZQSPHSBNXBT
NJMMJPOJOBOE SFDPSEFEJOTVQQMJFTBOEPUIFSFYQFOTFPOUIF4UBUFNFOUTPG3FWFOVFT &YQFOTFTBOE
$IBOHFTJO/FU1PTJUJPO
1SPGFTTJPOBMBOE(FOFSBM-JBCJMJUZ
).$ QFSTPOOFM BSF FNQMPZFFT PG UIF 6OJWFSTJUZ  #FOFGJU DPTUT BSF QPPMFE DFOUSBMMZ GPS BMM 6OJWFSTJUZ FNQMPZFFT
"OOVBMMZUIF6OJWFSTJUZSFWJFXTUPUBMFNQMPZFFCFOFGJUDPTUTBOEQSFQBSFTTUBOEBSECFOFGJUMPBESBUFTCZFNQMPZNFOU
DMBTTJGJDBUJPO5IFTFCFOFGJUDPTUTDPWFSFNQMPZFFIFBMUIDBSFDPTUT XPSLFSTDPNQFOTBUJPO FNQMPZNFOUUBYFTBOE
SFUJSFNFOUQMBOT
$PNQPOFOU6OJU$VMUVSBM%FWFMPQNFOU"VUIPSJUZPG,JOH$PVOUZ
*OTVSBODF'VOE
$VMUVSBM %FWFMPQNFOU "VUIPSJUZ PG ,JOH $PVOUZ $%"  DBSSJFT DPNQSFIFOTJWF HFOFSBM MJBCJMJUZ  BVUP MJBCJMJUZ BOE
FNQMPZFFCFOFGJUMJBCJMJUZDPWFSBHFXJUIBMJNJUPGNJMMJPOQFSPDDVSSFODFBOEOPBHHSFHBUFMJNJU$PNNFSDJBM
QSPQFSUZMPTTFTBSFDPWFSFEVQUPUIFSFQMBDFNFOUDPTUPOGJMFXJUI&OEVSJT8BTIJOHUPO$%"BMTPDBSSJFT1VCMJD
0GGJDJBM&SSPSTBOE0NJTTJPOT-JBCJMJUZDPWFSBHFXJUIBMJNJUPGNJMMJPOQFSPDDVSSFODFBOEBOBHHSFHBUFMJNJUPG
NJMMJPO
&NQMPZFF#FOFGJUT1SPHSBN
5IF$%"QSPWJEFTJUTFMJHJCMFFNQMPZFFTXJUIBDPNQSFIFOTJWFIFBMUICFOFGJUTQBDLBHFUISPVHIUIF1VCMJD&NQMPZFFT
#FOFGJUT#PBSE 1&## XIJDIJODMVEFTNFEJDBM EFOUBM CBTJDMJGFBOEMPOHUFSNEJTBCJMJUZDPWFSBHF*OBEEJUJPO UIF
1&## PGGFST UIF GPMMPXJOH PQUJPOBM QSPEVDUT MPOHUFSN DBSF  BVUP BOE IPNF JOTVSBODF 8BHF8PSLT  *OD JT UIF
BENJOJTUSBUJOH BVUIPSJUZ $%" BMTP PGGFST JOTVSBODF XJUI"NFSJDBO 'BNJMZ -JGF"TTVSBODF $PNQBOZ "'-"$  BOE
.FU-JGF8JUIUIF"'-"$BOE.FU-JGFDPWFSBHF $%"FNQMPZFFTDBOQJDLGSPNBTFMFDUJPOPGJOTVSBODFQPMJDJFTBU
UIFJSPXOFYQFOTF
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JOTUBMMNFOUQVSDIBTFBHSFFNFOUT"TTFUTBDRVJSFEBOEMJBCJMJUJFTJODVSSFEUISPVHITVDIBHSFFNFOUTGPSHPWFSONFOUBM
GVOETBSFBDDPVOUFEGPSVOEFS(PWFSONFOUBM"DUJWJUJFT"MMDBQJUBMMFBTFTSFMBUFEUP(PWFSONFOUBM"DUJWJUJFTXFSFTFUUMFE
QSFWJPVTMZ4VDIBTTFUTBOEMJBCJMJUJFTSFMBUFEUPQSPQSJFUBSZGVOETBSFBDDPVOUFEGPSVOEFS#VTJOFTTUZQF"DUJWJUJFT
$BQJUBMBTTFUTBOEPVUTUBOEJOHMJBCJMJUJFTSFMBUJOHUPDBQJUBMMFBTFBHSFFNFOUDPOUSBDUTBTPG%FDFNCFS  JO
UIPVTBOET JTBTGPMMPXT
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-FTT%FQSFDJBUJPO
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BHSFFNFOUT&YQFOEJUVSFTGPSUIFZFBSFOEFE%FDFNCFS GPSMPOHUFSNPQFSBUJOHFYQFOTFTGPSPGGJDFTQBDF
FRVJQNFOUBOEPUIFSPQFSBUJOHMFBTFTBNPVOUUPNJMMJPO5IFQBUUFSOTPGGVUVSFMFBTFQBZNFOUSFRVJSFNFOUT
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,JOH$PVOUZ 8BTIJOHUPO

5IF$PVOUZDVSSFOUMZMFBTFTTPNFPGJUTQSPQFSUZUPWBSJPVTUFOBOUTVOEFSMPOHUFSN SFOFXBCMFBOEOPODBODFMBCMF
DPOUSBDUT 6OEFS CVTJOFTTUZQF BDUJWJUJFT  UIF ,JOH $PVOUZ *OUFSOBUJPOBM"JSQPSU &OUFSQSJTF MFBTFT PVU NPTU PG UIF
CVJMEJOHTBOEHSPVOETJOUIF,JOH$PVOUZ*OUFSOBUJPOBM"JSQPSU#PFJOH'JFMEDPNQMFYUPDPNQBOJFTBOEHPWFSONFOU
BHFODJFTJOUIFBWJBUJPOJOEVTUSZ5IF$PVOUZ`TJOWFTUNFOUJOQSPQFSUZVOEFSMPOHUFSN OPODBODFMBCMFPQFSBUJOHMFBTFT
BTPG%FDFNCFS  JOUIPVTBOET 
(PWFSONFOUBM
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/PUFTUPUIF'JOBODJBM4UBUFNFOUT

,JOH$PVOUZ 8BTIJOHUPO

/PUF

-BOEGJMM$MPTVSFBOE1PTU$MPTVSF$BSF
,JOH$PVOUZJTMFHBMMZSFTQPOTJCMFGPSDMPTVSFBOEQPTUDMPTVSFDBSFDPTUTBTTPDJBUFEXJUIUIF$PVOUZ`TTPMJEXBTUF
MBOEGJMMT&TUJNBUFEDPTUTPGDMPTVSFBOEQPTUDMPTVSFDBSFBSFSFDPHOJ[FEBTUIFSFNBJOJOHFTUJNBUFEDBQBDJUZJTGJMMFE
5IFTFBNPVOUTBSFCBTFEPOXIBUJUXPVMEDPTUUPQFSGPSNBMMDMPTVSFBOEQPTUDMPTVSFDBSFJODVSSFOUEPMMBST"DUVBM
DPTUNBZCFEJGGFSFOUEVFUPJOGMBUJPOPSEFGMBUJPO DIBOHFTJOUFDIOPMPHZBOEDIBOHFTJOMBXTPSSFHVMBUJPOT
4UBUFBOEGFEFSBMMBXTBOESFHVMBUJPOTSFRVJSF,JOH$PVOUZUPDPNQMFUFDMPTVSFBDUJWJUJFTBUJUT$FEBS)JMMT-BOEGJMMTJUF
XIFOUIF$PVOUZTUPQTBDDFQUJOHXBTUFBUUIJTMPDBUJPO$FSUBJONBJOUFOBODFBOENPOJUPSJOHGVODUJPOTBSFBMTPSFRVJSFE
BUUIFTJUFTGPSZFBSTGPMMPXJOHDMPTVSF&OVNDMBX )PCBSU 7BTIPOBOE$FEBS'BMMTMBOEGJMMTIBWFCFFODMPTFE
%VWBMM 1VZBMMVQ )PVHIUPO #PX-BLFBOE'JSTU/PSUIFBTUBSFDVTUPEJBMMBOEGJMMTXIJDIXFSFDMPTFEPSNPSFZFBST
BHPBOEBSFTVCKFDUUPMFTTQSFTDSJQUJWFMBXTBOESFHVMBUJPOT
"MUIPVHIDMPTVSFBOEQPTUDMPTVSFDBSFDPTUTXJMMCFQBJEPOMZOFBSPSBGUFSUIFEBUFUIBUUIFMBOEGJMMTTUPQBDDFQUJOH
XBTUF UIF$PVOUZSFQPSUTBQPSUJPOPGUIFTFDPTUTBTBOPQFSBUJOHFYQFOTFJOFBDIQFSJPE5IFFYQFOTFJTCBTFEPO
MBOEGJMMDBQBDJUZVTFEBTPGFBDIZFBSFOE
5IFNJMMJPOSFQPSUFEBTMBOEGJMMDMPTVSFBOEQPTUDMPTVSFDBSFMJBCJMJUZBTPG%FDFNCFS  SFQSFTFOUTUIF
DVNVMBUJWFQFSDFOUBHFSFQPSUFECBTFEPOUIFBNPVOUUIBUFBDIPGUIFMBOEGJMMTIBTCFFOGJMMFEUPEBUFBTGPMMPXT EPMMBST
JOUIPVTBOET 
-BOEGJMM
$FEBS)JMMT
$MPTFE
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1FSDFOU
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&TUJNBUFE
-JBCJMJUZ
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&TUJNBUFE
:FBSPG
$MPTVSF

$MPTFE
$MPTFE

5IF$PVOUZJTSFRVJSFECZTUBUFBOEGFEFSBMMBXTBOESFHVMBUJPOTUPNBLFBOOVBMDPOUSJCVUJPOTUPBSFTFSWFGVOEUP
GJOBODFDMPTVSFBOEQPTUDMPTVSFDBSF5IF$PVOUZJTJODPNQMJBODFXJUIUIFTFSFRVJSFNFOUT"TPG%FDFNCFS
 DBTIBOEDBTIFRVJWBMFOUTPGNJMMJPOXFSFIFMEJOUIF-BOEGJMM3FTFSWF'VOEBOENJMMJPOXFSFIFME
JOUIF-BOEGJMM1PTUDMPTVSF.BJOUFOBODF'VOE
5IF$PVOUZFYQFDUTUIBUGVUVSFDPTUJODSFBTFTSFTVMUJOHGSPNJOGMBUJPOXJMMCFDPWFSFECZUIFJOUFSFTUJODPNFFBSOFE
PO UIFTF BOOVBM DPOUSJCVUJPOT )PXFWFS  JG JOUFSFTU FBSOJOHT BSF JOBEFRVBUF  PS BEEJUJPOBM QPTUDMPTVSF DBSF
SFRVJSFNFOUTBSFEFUFSNJOFEEVFUPDIBOHFTJOUFDIOPMPHZPSSFHVMBUJPOT UIF$PVOUZNBZOFFEUPJODSFBTFGVUVSF
VTFSGFFTPSUBYSFWFOVFT

/PUFTUPUIF'JOBODJBM4UBUFNFOUT

,JOH$PVOUZ 8BTIJOHUPO

/PUF

1PMMVUJPO3FNFEJBUJPO
1PMMVUJPOSFNFEJBUJPOMJBCJMJUJFTSFQPSUFEBUUIFFOEPGEPOPUJODMVEFQPUFOUJBMDPTUTPGDMFBOVQUIBUNBZBSJTF
PVUPGUIFMFHBMJTTVFTEFTDSJCFEJO/PUFa-FHBM.BUUFST $POUJOHFOU-JBCJMJUJFTBOE0UIFS$PNNJUNFOUTb5IF
MJLFMJIPPEPGOFHBUJWFPVUDPNFTJOUIFTFNBUUFST UIFBNPVOUPGMJBCJMJUJFTUIBUNBZBSJTFBOEUIFSFTVMUBOUBMMPDBUJPO
BNPOHQPUFOUJBMMZSFTQPOTJCMFQBSUJFT 131 DBOOPUCFSFBTPOBCMZFTUJNBUFEBUUIJTUJNF
5IFNBKPSTJUFTXIFSFUIF$PVOUZJTDPOEVDUJOHSFNFEJBUJPOBDUJWJUJFTBSF
&MMJPUU #BZ BOE UIF -PXFS %VXBNJTI 8BUFSXBZ 5IFTF POHPJOH QSPKFDUT JODMVEF UIF TFEJNFOU NBOBHFNFOU PG
BRVBUJDIBCJUBUTBMPOH&MMJPUU#BZBOEUIFDMFBOVQPGDFSUBJOTJUFTBMPOHUIF-PXFS%VXBNJTI8BUFSXBZ5IF4FEJNFOU
.BOBHFNFOU 1SPKFDU IBT CFFO BQQSPWFE CZ UIF .FUSPQPMJUBO ,JOH $PVOUZ $PVODJM BT B TFMGPCMJHBUFE QPMMVUJPO
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-FBTFSFWFOVFCPOETXFSFJTTVFEJOBDDPSEBODFXJUIUIFQSPWJTJPOTPG3FWFOVF3VMJOHBOE3FWFOVF1SPDFEVSF6OEFSUIFMFBTF
BHSFFNFOUT UIF$PVOUZTPCMJHBUJPOUPQBZSFOUJTBMJNJUFEUBYHFOFSBMPCMJHBUJPO

(PWFSONFOUBM BDUJWJUJFT FTUJNBUFE DMBJNT TFUUMFNFOUT PG  NJMMJPO BSF MJRVJEBUFE CZ JOUFSOBM TFSWJDF GVOET (PWFSONFOUBM BDUJWJUJFT
DPNQFOTBUFEBCTFODFT OFUQFOTJPOMJBCJMJUZBOEPUIFSQPTUFNQMPZNFOUCFOFGJUTBSFMJRVJEBUFECZUIFHPWFSONFOUBMGVOEJOXIJDIBOFNQMPZFF
SFDFJWJOHUIFQBZNFOUJTCVEHFUFE JODMVEJOHNPTUOPUBCMZ (FOFSBM'VOE 1VCMJD)FBMUI'VOEBOE$PVOUZ3PBE'VOE

$PNQVUBUJPOPG-FHBM%FCU.BSHJO
6OEFS8BTIJOHUPOTUBUFMBX 3$8 BDPVOUZNBZJODVSHFOFSBMPCMJHBUJPOEFCUGPSHFOFSBMDPVOUZQVSQPTFT
JOBOBNPVOUOPUUPFYDFFEQFSDFOUPGUIFBTTFTTFEWBMVFPGBMMUBYBCMFQSPQFSUZXJUIJOUIFDPVOUZ4UBUFMBX
SFRVJSFTBMMQSPQFSUZUPCFBTTFTTFEBUQFSDFOUPGJUTUSVFBOEGBJSWBMVF6OMJNJUFEUBYHFOFSBMPCMJHBUJPOEFCU
SFRVJSFTBOBQQSPWJOHWPUFPGUIFQFPQMFBOZFMFDUJPOUPWBMJEBUFTVDIHFOFSBMPCMJHBUJPOEFCUNVTUIBWFBWPUFS
UVSOPVUPGBUMFBTUQFSDFOUPGUIPTFXIPWPUFEJOUIFMBTUTUBUFHFOFSBMFMFDUJPOBOE PGUIPTFWPUJOH QFSDFOU
NVTUCFJOUIFBGGJSNBUJWF5IF$PVOUZ$PVODJMNBZCZSFTPMVUJPOBVUIPSJ[FUIFJTTVBODFPGMJNJUFEUBYHFOFSBMPCMJHBUJPO
EFCUJOBOBNPVOUVQUPQFSDFOUPGBTTFTTFEWBMVFPGQSPQFSUZXJUIJOUIF$PVOUZGPSHFOFSBMDPVOUZQVSQPTFTBOE
QFSDFOUGPSNFUSPQPMJUBOGVODUJPOT 8BTUFXBUFS5SFBUNFOUBOE1VCMJD5SBOTQPSUBUJPO CVUUIFUPUBMPGMJNJUFEUBY
HFOFSBM PCMJHBUJPO EFCU GPS HFOFSBM DPVOUZ QVSQPTFT BOE NFUSPQPMJUBO GVODUJPOT TIPVME OPU FYDFFE  QFSDFOU PG
BTTFTTFEWBMVF/PDPNCJOBUJPOPGMJNJUFEBOEVOMJNJUFEUBYEFCU GPSHFOFSBMDPVOUZQVSQPTFT BOEOPDPNCJOBUJPO
PGMJNJUFEBOEVOMJNJUFEUBYEFCU GPSNFUSPQPMJUBOGVODUJPOT NBZFYDFFEQFSDFOUPGUIFWBMVBUJPO5IFEFCUTFSWJDF
POVOMJNJUFEUBYEFCUJTTFDVSFECZFYDFTTQSPQFSUZUBYMFWJFT XIFSFBTUIFEFCUTFSWJDFPOMJNJUFEUBYEFCUJTTFDVSFE
CZQSPQFSUZUBYFTDPMMFDUFEXJUIJOUIFQFS PGBTTFTTFEWBMVFPQFSBUJOHMFWZ
/PUFTUPUIF'JOBODJBM4UBUFNFOUT

,JOH$PVOUZ 8BTIJOHUPO
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3FGVOEJOHBOE%FGFBTJOH(FOFSBM0CMJHBUJPO#POE*TTVFT
%FGFBTBODFPG-JNJUFE5BY(FOFSBM0CMJHBUJPO#POET 0O%FDFNCFS  UIF$PVOUZEFGFBTFENJMMJPO
PGMJNJUFEUBYHFOFSBMPCMJHBUJPO& GFEFSBMUBYFYFNQU CPOETVTJOHGVOEJOHTPVSDFGSPN,JOH$PVOUZ*54
3FGVOEJOH4FXFS3FWFOVF#POE*TTVFT
4FXFS3FWFOVF3FGVOEJOH#POET "0O'FCSVBSZ  UIF$PVOUZJTTVFENJMMJPOJOTFXFSSFWFOVF
CPOET "XJUIBOFGGFDUJWFJOUFSFTUDPTUPGQFSDFOUUPBEWBODFSFGVOENJMMJPOPGPVUTUBOEJOHTFXFS
SFWFOVFCPOET   BOECPOET XJUIBOFGGFDUJWFJOUFSFTUSBUFPGQFSDFOU
5IFOFUQSPDFFETXFSFVTFEUPQVSDIBTF64HPWFSONFOUTFDVSJUJFTUIBUXFSFEFQPTJUFEXJUIBOFTDSPXBHFOUUP
QSPWJEFGPSBMMGVUVSFEFCUTFSWJDFQBZNFOUTPOUIFSFGVOEFECPOET"TBSFTVMU UIF  BOETFXFS
SFWFOVFCPOETBSFDPOTJEFSFEEFGFBTFEBOEUIFMJBCJMJUZGPSUIPTFCPOETIBTCFFOSFNPWFEGSPNUIFCVTJOFTTUZQF
BDUJWJUJFTDPMVNOPGUIFTUBUFNFOUPGOFUQPTJUJPO
5IFSFBDRVJTJUJPOQSJDFFYDFFEFEUIFOFUDBSSZJOHBNPVOUPGUIFPMEEFCUCZNJMMJPO5IJTBNPVOU SFQPSUFEJO
UIFTUBUFNFOUPGOFUQPTJUJPO JTCFJOHDIBSHFEUPPQFSBUJPOTUISPVHIGJTDBMZFBS VTJOHUIFPVUTUBOEJOHQSJODJQBM
CBMBODFNFUIPE5IJTBEWBODFSFGVOEJOHXBTVOEFSUBLFOUPSFEVDFUPUBMEFCUTFSWJDFQBZNFOUTCZNJMMJPOPWFS
UIFMJGFPGUIFCPOET SFTVMUJOHJOBOFDPOPNJDHBJO EJGGFSFODFCFUXFFOUIFQSFTFOUWBMVFTPGUIFPMEBOEOFXEFCU
TFSWJDFQBZNFOUT PGNJMMJPO
4FXFS3FWFOVF3FGVOEJOH#POET #0O0DUPCFS  UIF$PVOUZJTTVFENJMMJPOJOTFXFSSFWFOVF
BOESFGVOEJOHCPOET #PGXIJDINJMMJPOXJUIBOFGGFDUJWFJOUFSFTUDPTUPGQFSDFOUXBTUPDVSSFOUMZ
SFGVOENJMMJPOPGPVUTUBOEJOH 4FDPOE4FSJFT TFXFSSFWFOVFCPOETBOEUPBEWBODFSFGVOENJMMJPO
/PUFTUPUIF'JOBODJBM4UBUFNFOUT

,JOH$PVOUZ 8BTIJOHUPO

PGPVUTUBOEJOH " #BOE$ TFXFSSFWFOVFCPOET5IFBWFSBHFDPVQPOJOUFSFTUSBUFPGBMMUIF
SFGVOEFECPOETXBTQFSDFOU

5IFOFUQSPDFFETXFSFVTFEUPQVSDIBTF64HPWFSONFOUTFDVSJUJFTUIBUXFSFEFQPTJUFEXJUIBOFTDSPXBHFOUUP
QSPWJEFGPSBMMGVUVSFEFCUTFSWJDFQBZNFOUTPOUIFSFGVOEFECPOET"TBSFTVMU UIF  " #BOE
$TFXFSSFWFOVFCPOETBSFDPOTJEFSFEEFGFBTFEBOEUIFMJBCJMJUZGPSUIPTFCPOETIBTCFFOSFNPWFEGSPNUIF
CVTJOFTTUZQFBDUJWJUJFTDPMVNOPGUIFTUBUFNFOUPGOFUQPTJUJPO
5IFSFBDRVJTJUJPOQSJDFFYDFFEFEUIFOFUDBSSZJOHBNPVOUPGUIFPMEEFCUCZNJMMJPO5IJTBNPVOU SFQPSUFEJO
UIFTUBUFNFOUPGOFUQPTJUJPO JTCFJOHDIBSHFEUPPQFSBUJPOTUISPVHIGJTDBMZFBS VTJOHUIFPVUTUBOEJOHQSJODJQBM
CBMBODFNFUIPE5IJTSFGVOEJOHXBTVOEFSUBLFOUPSFEVDFUPUBMEFCUTFSWJDFQBZNFOUTCZNJMMJPOPWFSUIFMJGF
PGUIFCPOET SFTVMUJOHJOBOFDPOPNJDHBJO EJGGFSFODFCFUXFFOUIFQSFTFOUWBMVFTPGUIFPMEBOEOFXEFCUTFSWJDF
QBZNFOUT PGNJMMJPO
1SJPS:FBS3FGVOEFEBOE%FGFBTBODFPG%FCU
"TPG%FDFNCFS  ,JOH$PVOUZIBTSFGVOEFEBOEEFGFBTFECPOEJTTVFTPVUTUBOEJOH DPOTJTUJOHPGFJHIU
MJNJUFEUBYHFOFSBMPCMJHBUJPOCPOETUPUBMNJMMJPOBOEFJHIUTFXFSSFWFOVFCPOETUPUBM NJMMJPO*OQSJPS
ZFBST UIF$PVOUZEFGFBTFEUIFTFCPOETCZQMBDJOHUIFQSPDFFETPGUIFOFXCPOETJOBOJSSFWPDBCMFUSVTUBDDPVOUT
UPQSPWJEFGPSBMMGVUVSFEFCUTFSWJDFQBZNFOUTPOUIFPMECPOET"DDPSEJOHMZ UIFQBZNFOUTPGQSJODJQBMBOEJOUFSFTU
POUIFTFPMECPOEJTTVFTBSFUIFSFTQPOTJCJMJUZPGUIFFTDSPXBHFOU 64#BOL/BUJPOBM"TTPDJBUJPO BOEUIFMJBCJMJUZ
GPSUIFEFGFBTFECPOETIBTCFFOSFNPWFEGSPNUIF$PVOUZ`TGJOBODJBMTUBUFNFOU
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5SBOTGFSTBSFVTFEUPNPWFSFTPVSDFTGSPNBGVOEDPMMFDUJOHUIFNUPUIFGVOEVTJOHUIFN BTSFRVJSFECZTUBUVUFPS
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/PUFTUPUIF'JOBODJBM4UBUFNFOUT

,JOH$PVOUZ 8BTIJOHUPO

/PUF

3FMBUFE1BSUZ5SBOTBDUJPOT
)BSCPSWJFX.FEJDBM$FOUFS ).$ BEJTDSFUFMZQSFTFOUFEDPNQPOFOUVOJUPG,JOH$PVOUZ NBLFTNPOUIMZPDDVQBODZ
GFFBOESFOUBMQBZNFOUTUPUIF$PVOUZGPSVTFPGUIF1BUSJDJB4UFFM.FNPSJBM#VJMEJOHBOEUIF/JOUIBOE+FGGFSTPO
#VJMEJOH /+# 5IF$PVOUZCFDBNFUIFMFHBMPXOFSPGUIF1BUSJDJB4UFFM.FNPSJBM#VJMEJOHJO%FDFNCFSXIFO
JUSFGJOBODFEUIFPSJHJOBMEFWFMPQFSJTTVFECPOET).$XJMMDPOUJOVFUPVTFUIFCVJMEJOH3FOUJTBMTPQBJECZ).$UP
UIF$PVOUZGPSVTFPG/+# PXOFECZBOPOQSPGJUDPSQPSBUJPOUIBUJTBCMFOEFEDPNQPOFOUVOJUPGUIF$PVOUZ5IF
$PVOUZJTDPOUSBDUVBMMZPCMJHBUFEGPSUIFEFCUTFSWJDFPOUIFMFBTFSFWFOVFCPOETJTTVFECZUIFOPOQSPGJUXIJDIGVOEFE
DPOTUSVDUJPOPG/+#*OCPUITJUVBUJPOT ).$IBTBHSFFEUPJODMVEFUIFBOOVBMSFOUBMQBZNFOUTJOJUTPQFSBUJOHCVEHFU
GPSBTMPOHBTJUVTFTUIFCVJMEJOHT*O UIFQSJNBSZHPWFSONFOUSFDFJWFENJMMJPOJOCVJMEJOHMFBTFBOE
PDDVQBODZSFWFOVFTGSPN).$*OBEEJUJPO ).$NBEFNJMMJPOJOQBZNFOUTUP,JOH$PVOUZ%FQBSUNFOUPG)FBMUI
GPSNJTTJPOSFMBUFEQVSQPTFT
$VMUVSBM%FWFMPQNFOU"VUIPSJUZ $%" BEJTDSFUFMZQSFTFOUFEDPNQPOFOUVOJUPG,JOH$PVOUZ BOOVBMMZSFDFJWFTGVOEJOH
GSPNWBSJPVT$PVOUZGVOETVOEFSUIF0OF1FSDFOUGPS"SUQSPHSBN3FWFOVFTBSFVTFEUPTVQQPSUBDUJWJUJFTSFMBUFEUP
UIFEFWFMPQNFOUBOENBJOUFOBODFPG$PVOUZQVCMJDBSU*O UIF,JOH$PVOUZQSJNBSZHPWFSONFOUUSBOTGFSSFE
UIPVTBOEUPUIF$%"$%"TQFOUNJMMJPOPOBSUQSPKFDUTGPSXIJDIUIF$PVOUZSFDPSEFEBDPSSFTQPOEJOH
EFDSFBTFJOSFDFJWBCMFTGSPN$%"BOEBOJODSFBTFJOBSUXPSLXPSLJOQSPHSFTT
5IF1VCMJD5SBOTQPSUBUJPO&OUFSQSJTF 5SBOTJU FOUFSFEJOUPBHSPVOEMFBTFBHSFFNFOUBTMFTTPSXJUI,JOH$PVOUZ
)PVTJOH"VUIPSJUZ ,$)" GPSUIFEFWFMPQNFOUPGBGGPSEBCMFIPVTJOHVOJUTBOEBQBSLJOHHBSBHFJOUIF$JUZPG3FENPOE
5IFMBOEVOEFSUIFMFBTFIBTBDPTUPGNJMMJPO,$)"JTBSFMBUFEPSHBOJ[BUJPOPG,JOH$PVOUZ5IFMFBTFQSPWJEFT
GPSBNJOJNVNTFUBTJEFPGQBSLJOHTUBMMTGPSQBSLBOESJEFDPNNVUFST5IFMFBTFDBMMTGPSBOBOOVBMMFBTFQBZNFOU
XJUIBQFSDFOUJODSFBTFFBDIZFBS DPNNFODJOHXJUIUIFZFBSFOEFE%FDFNCFS 5IFMFBTFQBZNFOUJT
EVFXJUIJOEBZTGPMMPXJOHUIFFOEPGFBDIDBMFOEBSZFBS"QPSUJPOPGUIFBOOVBMMFBTFQBZNFOUJTSFTUSJDUFEGPSVTF
POGVUVSF'FEFSBM5SBOTJU"ENJOJTUSBUJPOQSPKFDUT5IFUFSNPGUIFMFBTFJTZFBSTXJUIPOFPQUJPOUPFYUFOEGPS
ZFBST5SBOTJUSFQPSUFEMFBTFSFWFOVFPGUIPVTBOEJO

/PUFTUPUIF'JOBODJBM4UBUFNFOUT

,JOH$PVOUZ 8BTIJOHUPO

/PUF
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/FU1PTJUJPO
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DMBTTJGJFEJOUPUISFFDPNQPOFOUT
/FUJOWFTUNFOUJODBQJUBMBTTFUT$POTJTUTPGDBQJUBMBTTFUTOFUPGBDDVNVMBUFEEFQSFDJBUJPOBOESFEVDFECZPVUTUBOEJOH
CBMBODFTPGCPOET OPUFTBOEPUIFSEFCUBUUSJCVUFEUPUIFBDRVJTJUJPO DPOTUSVDUJPO PSJNQSPWFNFOUPGUIPTFBTTFUT
3FTUSJDUFEOFUQPTJUJPO3FTVMUTXIFODPOTUSBJOUTBSFQMBDFEPOOFUQPTJUJPOVTFFJUIFSCZFYUFSOBMQBSUJFTPSCZMBX
UISPVHIDPOTUJUVUJPOBMQSPWJTJPOPSFOBCMJOHMFHJTMBUJPO
6OSFTUSJDUFEOFUQPTJUJPO$POTJTUTPGOFUQPTJUJPOUIBUEPFTOPUNFFUUIFEFGJOJUJPOPGUIFUXPQSFDFEJOHDBUFHPSJFT
$PNQPOFOUTPG'VOE#BMBODF
,JOH$PVOUZ`THPWFSONFOUBMGVOECBMBODFTBSFDMBTTJGJFEBDDPSEJOHUPUIFSFMBUJWFDPOTUSBJOUTUIBUDPOUSPMIPXBNPVOUT
DBOCFTQFOU$MBTTJGJDBUJPOTJODMVEF
c

/POTQFOEBCMF#BMBODFTUIBUFJUIFSBSFOPUJOBTQFOEBCMFGPSNPSBSFMFHBMMZPSDPOUSBDUVBMMZSFRVJSFEUP
SFNBJOJOUBDU

c

3FTUSJDUFE  #BMBODFT SFTUSJDUFE GPS TQFDJGJD QVSQPTFT CZ UIF DPOTUJUVUJPO  FOBCMJOH MFHJTMBUJPO PS FYUFSOBM
SFTPVSDFQSPWJEFSTTVDIBTDSFEJUPST HSBOUPST PSMBXTPSSFHVMBUJPOTPGPUIFSHPWFSONFOUT

c

$PNNJUUFE#BMBODFTUIBUDBOPOMZCFVTFEGPSTQFDJGJDQVSQPTFTQVSTVBOUUPDPOTUSBJOUTJNQPTFECZGPSNBM
BDUJPOPGUIF,JOH$PVOUZ$PVODJM"$PVODJMPSEJOBODFPSNPUJPOJTSFRVJSFEUPFTUBCMJTI NPEJGZPSSFTDJOEB
DPNNJUNFOUPGGVOECBMBODF

c

"TTJHOFE#BMBODFTUIBUBSFDPOTUSBJOFECZNBOBHFNFOUUPCFVTFEGPSTQFDJGJDQVSQPTFT CVUBSFOFJUIFS
SFTUSJDUFE OPS DPNNJUUFE "TTJHONFOUT BSF BVUIPSJ[FE CZ DIJFG PGGJDFST PG FYFDVUJWF EFQBSUNFOUT BOE
BENJOJTUSBUJWFPGGJDFT

c

6OBTTJHOFE3FTJEVBMCBMBODFTUIBUBSFOPUDPOUBJOFEJOUIFPUIFSDMBTTJGJDBUJPOT

3BJOZ%BZ3FTFSWF0SEJOBODFDSFBUFEUIF3BJOZ%BZ3FTFSWFGPSUIFQVSQPTFPGBDDVNVMBUJOHSFWFOVFTUP
CFBWBJMBCMFGPSFNFSHFODJFT5IFGVOEJTGVMMZJOWFTUFEGPSJUTPXOCFOFGJU
5IFPSEJOBODFTUBUFTUIBUUIF3BJOZ%BZ3FTFSWFTIBMMCFVTFEJOUIFFWFOUPGBOFNFSHFODZ BTEFDMBSFECZBWPUF
PGUIF$PVOUZ$PVODJM GPSUIFGPMMPXJOHQVSQPTFT
.BJOUFOBODFPGFTTFOUJBMDPVOUZTFSWJDFTJOUIFFWFOUUIBUDVSSFOUFYQFOTFGVOESFWFOVFDPMMFDUJPOTJOBHJWFOGJTDBM
ZFBSBSFMFTTUIBOQFSDFOUPGBEPQUFEFTUJNBUFT
1BZNFOUPGDVSSFOUFYQFOTFGVOEMFHBMTFUUMFNFOUTPSKVEHNFOUTJOFYDFTTPGUIF$PVOUZTBCJMJUZUPQBZGSPNPUIFS
TPVSDFT
$BUBTUSPQIJDMPTTFTJOFYDFTTPGUIF$PVOUZTPUIFSJOTVSBODFTBHBJOTUTVDIMPTTFTBOE
0UIFSFNFSHFODJFTBTEFUFSNJOFECZUIF$PVOUZ$PVODJM
5IF3BJOZ%BZ3FTFSWFJTSFQPSUFEBTQBSUPGUIF(FOFSBM'VOE"TPG%FDFNCFS  JUIBEBDPNNJUUFEGVOE
CBMBODFPGNJMMJPO
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,JOH$PVOUZ 8BTIJOHUPO

"TVNNBSZPGHPWFSONFOUBMGVOECBMBODFTBU%FDFNCFS  JTBTGPMMPXT JOUIPVTBOET 
(FOFSBM
'VOE
/POTQFOEBCMF
*OWFOUPSZ
1SFQBZNFOUT
:PVUI4QPSUT'BDJMJUJFT(SBOU&OEPXNFOU
5PUBM/POTQFOEBCMF'VOE#BMBODF



3FTUSJDUFEGPS
$SJNF7JDUJN$PNQFOTBUJPO1SPHSBN
%JTQVUF3FTPMVUJPO
%SVH&OGPSDFNFOU
3FBM1SPQFSUZ5JUMF"TTVSBODF
#VJMEJOH3FQBJSBOE3FQMBDFNFOU
)FBMUI
&NFSHFODZ.FEJDBM4FSWJDFT
$POTFSWBUJPO'VUVSFT
'BSNMBOEBOE0QFO4QBDF"DRVJTJUJPOT
'MPPE$POUSPM;POF%JTUSJDU
0QFO4QBDF,JOH$PVOUZ#POE
&OIBODFE&NFSHFODZ5FMFQIPOF4ZTUFN
1VHFU4PVOE&NFSHFODZ3BEJP/FUXPSL
:PVUI4FSWJDF'BDJMJUZ$POTUSVDUJPO
-BX-JCSBSZ
"MDPIPMJTNBOE4VCTUBODF"CVTF4FSWJDFT
#FTU4UBSUTGPS,JET
$IJMESFOBOE'BNJMJFT4FSWJDFT
1BSLT$BQJUBM'VOEJOH
3FBM&TUBUF&YDJTF5BY$BQJUBM
3PBE$POTUSVDUJPOBOE*NQSPWFNFOU
4VSGBDF8BUFS.BOBHFNFOU
48.$*1/POCPOE4VCGVOE
%FWFMPQNFOUBM%JTBCJMJUJFT
.JTDFMMBOFPVT(SBOUT
7FUFSBOTBOE)VNBO4FSWJDFT
7FUFSBOT3FMJFG
.FOUBM*MMOFTTBOE%SVH%FQFOEFODZ
&NQMPZNFOUBOE&EVDBUJPO3FTPVSDFT
$PNNVOJUZ%FWFMPQNFOU#MPDL(SBOU
1BSLTBOE3FDSFBUJPO
1BSLT5SVTUBOE$POUSJCVUJPOT
3PBE*NQSPWFNFOU%JTUSJDUT$POTUSVDUJPO
"SUTBOE$VMUVSF
$PVOUZ3PBET0QFSBUJOH
1FSNJUBOE&OWJSPONFOUBM3FWJFX
)JTUPSJDBM1SFTFSWBUJPOBOE1SPHSBNT
(SFFO3JWFS'MPPE.JUJHBUJPO
*OUFSDPVOUZ3JWFS*NQSPWFNFOU
,JOH$PVOUZ'MPPE$POUSPM0QFSBUJOH
-PDBM)B[BSEPVT8BTUF
/PYJPVT8FFE$POUSPM
5SBOTGFSPG%FWFMPQNFOU$SFEJU1SPHSBN
3FDPSEFST0QFSBUJPOTBOE.BOBHFNFOU
5SFBTVSFST0QFSBUJPOTBOE.BOBHFNFOU
"OJNBM4FSWJDFT
6SCBO3FTUPSBUJPOBOE)BCJUBU
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5PUBM

/PONBKPS

(PWFSONFOUBM

(PWFSONFOUBM

(PWFSONFOUBM

"DUJWJUJFT

'VOET

$IBOHFTJO/FU1PTJUJPOPS'VOE#BMBODF
/FUQPTJUJPOGVOECBMBODF+BOVBSZ 



("4#4UBUFNFOU/PJNQMFNFOUBUJPO



 

)PNF3FQBJS-PBOTBDDPVOUJOHDPSSFDUJPO
/FUQPTJUJPOGVOECBMBODF+BOVBSZ  3FTUBUFE
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(PWFSONFOUBMBDUJWJUJFT1VSTVBOUUP("4#4UBUFNFOU/P'BJS7BMVF.FBTVSFNFOUBOE"QQMJDBUJPO UIF$PVOUZ
BTTFTTFEDBQJUBMBTTFUTPSJHJOBMMZQVSDIBTFEGPSPQFSBUJPOTBUJUTDVSSFOUVTBHFPSQVSQPTF5XPQBSDFMTNFFUJOHUIF
NJMMJPOGBJSWBMVFUISFTIPMEXFSFJEFOUJGJFEBTJOWFTUNFOUTIFMEGPSTBMF5IFBTTFUTXFSFSFUJSFEGSPNPQFSBUJPOT
BOESFQPSUFEJOUIFPSJHJOBMGVOETBTJOWFTUNFOUT)JTUPSJDBMDPTUTPGUIFQSPQFSUJFTUPUBMUIPVTBOEBOEGBJSWBMVF
/PUFTUPUIF'JOBODJBM4UBUFNFOUT

,JOH$PVOUZ 8BTIJOHUPO

BUUIFCFHJOOJOHPGUIFQFSJPEUPUBMNJMMJPO5IFDIBOHFJOBDDPVOUJOHNFUIPESFTVMUTJOBOBEKVTUNFOUPG
NJMMJPOUPCFHJOOJOHOFUQPTJUJPOJOUIF(PWFSONFOUBM"DUJWJUJFTBOENJMMJPOUPCFHJOOJOHGVOECBMBODF NJMMJPO
UP'BSNMBOEBOE0QFO4QBDF"DRVJTJUJPO'VOESFQPSUFEVOEFS&OWJSPONFOUBM4VTUBJOBCJMJUZ$BQJUBM1SPKFDUTBOE
NJMMJPOUP$PVOUZ3PBET$POTUSVDUJPO'VOESFQPSUFEVOEFS&DPOPNJD(SPXUI$BQJUBM1SPKFDUT
/PONBKPS (PWFSONFOUBM 'VOET  *O QSJPS ZFBST  .JTDFMMBOFPVT (SBOUT 'VOE IBE SFDPSEFE IPNF SFQBJS MPBOT BT
VOFBSOFE MPBOT SFQBZNFOU 5IFTF MPBOT SFQBZNFOUT XFSF QSFWJPVTMZ USFBUFE BT QSPHSBN JODPNF *O   UIF
PWFSTUBUFEMJBCJMJUZXBTDPSSFDUFESFTVMUJOHJOBOJODSFBTFUPUIFCFHJOOJOHGVOECBMBODFCZNJMMJPOSFQPSUFEVOEFS
&DPOPNJD(SPXUI4QFDJBM3FWFOVF
3FTUSJDUFE/FU1PTJUJPO
$PNQPOFOU6OJU)BSCPSWJFX.FEJDBM$FOUFS ).$
3FTUSJDUFEFYQFOEBCMFOFUQPTJUJPONJMMJPOPGFYQFOEBCMFOFUQPTJUJPOJTSFTUSJDUFEGPSFJUIFSDBQJUBMQVSQPTFT
VTFPSUISPVHIEPOPSSFTUSJDUJPOT3FTUSJDUJPOTBSFJNQPTFECZ,JOH$PVOUZPOUIFVTFPGSFTPVSDFTGPSEFTJHOBUFE
DBQJUBMQSPKFDUT0UIFSSFTUSJDUJPOTBSFQMBDFECZEPOPSTPSFYUFSOBMQBSUJFT TVDIBTDSFEJUPST UISPVHIQVSQPTFPSUJNF
SFTUSJDUJPOTPOUIFVTFPGUIFBTTFUT
3FTUSJDUFEOPOFYQFOEBCMFOFUQPTJUJPO5IFNJMMJPODPOTJTUTPGQFSNBOFOUFOEPXNFOUTQSPWJEFECZEPOPSTXJUI
SFTUSJDUJPOTSFRVJSJOH).$UPNBJOUBJOUIFBTTFUTJOQFSQFUVJUZ
$PNQPOFOU6OJU$VMUVSBM%FWFMPQNFOU"VUIPSJUZPG,JOH$PVOUZ $%"
3FTUSJDUFEFYQFOEBCMFOFUQPTJUJPONJMMJPOJTSFTUSJDUFECZ3$8BOE,JOH$PVOUZPSEJOBODFUPCF
VTFEPOMZGPSUIFBSUTBOEIFSJUBHFDVMUVSBMQSPHSBNBXBSETGVOEBOETQFDJBMBDDPVOU GPSXIJDIUIFBNPVOUJTEFSJWFE
BDDPSEJOHUPBTQFDJGJFEGPSNVMB

/PUFTUPUIF'JOBODJBM4UBUFNFOUT

,JOH$PVOUZ 8BTIJOHUPO

/PUF

-FHBM.BUUFST 'JOBODJBM(VBSBOUFFTBOE0UIFS$PNNJUNFOUT
1FOEJOH-JUJHBUJPOBOE0UIFS$MBJNT
,JOH$PVOUZBOEJUTBHFODJFTBSFQBSUJFTUPSPVUJOFMFHBMQSPDFFEJOHTUIBUOPSNBMMZPDDVSJOHPWFSONFOUBMPQFSBUJPOT
"UBOZHJWFOQPJOU UIFSFNBZCFOVNFSPVTMBXTVJUTUIBUDPVMETJHOJGJDBOUMZJNQBDUFYQFOEJUVSFTBOEGVUVSFCVEHFUT
5IF$PVOUZ`TUISFTIPMEGPSEJTDMPTVSFPGMPTTDPOUJOHFODJFTJTNJMMJPO
5IFGPMMPXJOHMJUJHBUJPOPSQPUFOUJBMMJUJHBUJPONBZJOWPMWFDMBJNTGPSNBUFSJBMEBNBHFTUIBUNBZCFBTTFSUFEBHBJOTU
,JOH$PVOUZ)PXFWFS UIF$PVOUZDBOQSPWJEFOPPQJOJPOBTUPUIFVMUJNBUFPVUDPNF PSFTUJNBUFUIFBNPVOUPG
EBNBHFTUIBUNBZCFGPVOE FYDFQUBTEFTDSJCFECFMPX
#SJHIUXBUFS$FOUSBM$POWFZBODF$POUSBDU5IF$PVOUZTVFEUIFQSJNFDPOUSBDUPSPGUIF#SJHIUXBUFS$FOUSBM5VOOFM
JODMVEJOHUIFDPOUSBDUPS`TTVSFUJFT BOETPVHIUEBNBHFTGPSIJTGBJMVSFUPDPNQMFUFUIFXPSLXJUIJOUIFDPOUSBDUUJNF
QFSJPE0O%FDFNCFS  UIFKVSZBXBSEFEUIF$PVOUZNJMMJPOBOEUIFDPOUSBDUPSNJMMJPO*OQPTU
USJBMNPUJPOTUIFDPVSUBXBSEFEUIF$PVOUZBOBEEJUJPOBMNJMMJPOGPSBUUPSOFZ`TGFFTBOEDPTUT8IJMFUIFDPOUSBDUPS
IBTQBJEUIFOFUKVEHNFOUBNPVOU IFDPOUJOVFEUPBQQFBMUIFKVEHNFOUUPUIF$PVSUPG"QQFBMTXIJDIBGGJSNFEUIF
TVQFSJPSDPVSUEFDJTJPO0O+BOVBSZ  UIFDPOUSBDUPSQFUJUJPOFEUIF8BTIJOHUPO4VQSFNF$PVSUGPSSFWJFXPG
UIFEFGFDUJWFTQFDJGJDBUJPOSVMJOH BOEUIFTVSFUZEFGFOEBOUTQFUJUJPOFEGPSSFWJFXPGUIFBUUPSOFZGFFTBXBSE5IF4VSFUZ
BOE'JEFMJUZ"TTPDJBUJPOPG"NFSJDBBOEGPVSDPOTUSVDUJPOJOEVTUSZUSBEFHSPVQTTVCNJUUFEBNJDJCSJFGTPOCFIBMGPGUIF
DPOUSBDUPS5IF4VQSFNF$PVSUEFOJFEUIFDPOUSBDUPST1FUJUJPOGPS3FWJFX GJOBMJ[JOHUIFTUBUVTPGUIFNJMMJPO
QBJEUP8BTUFXBUFS5SFBUNFOU%JWJTJPO 85% 5IF4VQSFNF$PVSUBDDFQUFESFWJFXPGUIF4VSFUZTQFUJUJPOPOUIF
BUUPSOFZTGFFTBOEDPTUTBXBSETPGBQQSPYJNBUFMZNJMMJPO,JOH$PVOUZSFTQPOEFEBOEUIF8BTIJOHUPO4UBUF
"TTPDJBUJPOPG.VOJDJQBM"UUPSOFZT UIF8BTIJOHUPO4UBUF"TTPDJBUJPOPG$PVOUJFTBOEUIF8BTIJOHUPO4UBUF"TTPDJBUJPO
GPS+VTUJDFTVCNJUUFECSJFGTBTBNJDJ5IF8BTIJOHUPO4VQSFNF$PVSUIFBSEPSBMBSHVNFOUPO+BOVBSZ ,JOH
$PVOUZJTBXBJUJOHBEFDJTJPO
%FOOZ 8BZ $40 .PEFM 5PYJD $POUSPM "DU $MFBOVQ  " QPUFOUJBM SFRVJSFNFOU GPS BEEJUJPOBM DMFBOVQ JO UIF BSFB
DPOUBNJOBUFEXIFOUIF%FOOZ8BZDPNCJOFETFXFSPVUGMPXXBTSFQMBDFEJO5IF,JOH$PVOUZ85%IBTBMSFBEZ
QFSGPSNFE JOUFSJN DMFBOVQ DPTUJOH  NJMMJPO UP DPNQMZ XJUI BO BHSFFE PSEFS JTTVFE CZ UIF 8BTIJOHUPO 4UBUF
%FQBSUNFOUPG&DPMPHZ %0& 5IFSFBSFOPDVSSFOUQMBOTVOEFSXBZGPSBEEJUJPOBMDMFBOVQIPXFWFS VOEFS8"$
  NPOJUPSJOH XJMM CF JNQMFNFOUFE BU UIF TJUF %0& IBT SFTFSWFE UIF SJHIU UP SFRVJSF BEEJUJPOBM PS EJGGFSFOU
SFNFEJBMBDUJPOTBUUIFTJUF5IF$PVOUZJTVOBCMFUPEFUFSNJOFBOBNPVOU JGBOZ GPSXIJDIUIF85%NBZCFSFTQPOTJCMF
&BTU8BUFSXBZ0QFSBCMF6OJUPGUIF)BSCPS*TMBOE4VQFSGVOE4JUF1PUFOUJBMDMBJNTFYJTUGPSQBTUBOEGVUVSFDMFBOVQ
DPTUTBUUIF)BSCPS*TMBOE4VQFSGVOE4JUF$FSUBJOSFNPWBMDPTUTBMSFBEZJODVSSFECZUIF1PSUPG4FBUUMFBSFFYQFDUFE
UPCFEFGSBZFECZUIF$PVOUZBOEUIF$JUZPG4FBUUMF5IF$JUZPG4FBUUMF 1PSUPG4FBUUMFBOE,JOH$PVOUZJOUFOEUP
OFHPUJBUFUIFBNPVOU JGBOZ UIBUUIF$JUZBOEUIF$PVOUZXJMMDPOUSJCVUF5IJTJTBOFYUSFNFMZDPNQMFYOFHPUJBUJPOGPS
XIJDIUIF$PVOUZJTVOBCMFUPEFUFSNJOFBOBNPVOUUIBUUIF85%NBZCFSFTQPOTJCMFGPS JGBOZ5IFQBSUJFTIBWFBMTP
BHSFFEUPTIBSFUIFDPTUPGBTVQQMFNFOUBMJOWFTUJHBUJPOBOEGFBTJCJMJUZTUVEZSFRVJSFECZUIF&OWJSPONFOUBM1SPUFDUJPO
"HFODZ &1" 5IFBHSFFNFOUTUBUFTUIBUUIF85%IBTPOMZBPOFUIJSEQSPSBUBTIBSFPGUIFTUVEZDPTUTBMUIPVHI
UIBUQPSUJPONBZTUJMMCFSFBMMPDBUFEBNPOHUIFQBSUJFTPSXJUIPUIFS1PUFOUJBMMZ3FTQPOTJCMF1BSUJFT 131 XIPNBZ
BHSFFUPQBSUJDJQBUFJOUIFTUVEZ5IFQBSUJFTNBZBMTPTFFLDPOUSJCVUJPOGSPNPUIFS131TGPSUIFDPTUPGUIFTUVEZ
5IF&1"XJMMOPUEFUFSNJOFJG PSUIFOBUVSFPG BOZBEEJUJPOBMSFNFEJBUJPOVOUJMUIFTUVEZJTDPNQMFUFECZUIFTFWFSBM
QPUFOUJBMMZSFTQPOTJCMFQBSUJFT'VSUIFSSFNFEJBUJPODPTUTDBOOPUCFSFBTPOBCMZFTUJNBUFEVOUJMUIFTUVEZIBTCFFO
DPNQMFUFE
.FBM1FSJPETGPS5SBOTJU0QFSBUPST"DMBTTBDUJPOMBXTVJUBMMFHJOHWJPMBUJPOTPGTUBUFMBXSFHBSEJOHNFBMQFSJPETGPS
USBOTJUPQFSBUPSTXBTGJMFE,JOH$PVOUZGJMFEBNPUJPOGPSTVNNBSZKVEHNFOUSFHBSEJOHMJBCJMJUZ XIJDIXBTEFOJFE
5IF$PVOUZTNPUJPOGPSEJTDSFUJPOBSZSFWJFXPGUIJTEFDJTJPOXBTHSBOUFE5IF$PVSUPG"QQFBMTBGGJSNFEUIFPSEFS
EFOZJOHUIF$PVOUZTNPUJPOGPSTVNNBSZKVEHNFOU5IFDBTFIBTCFFOSFUVSOFEUPUIF4VQFSJPS$PVSUBOEIBTCFFO
CJGVSDBUFEJOUPUXPQIBTFTSFHBSEJOHMJBCJMJUZBOEEBNBHFT5IFDMBTTIBTCFFODFSUJGJFEBOEOPUJDFTIBWFCFFOTFOU
UPDMBTTNFNCFST,JOH$PVOUZJTWJHPSPVTMZEFGFOEJOHUIFMJUJHBUJPO
'SFNPOU4JQIPO3FQMBDFNFOUBOE0EPS$POUSPM1SPKFDU85%IBTVOEFSUBLFOBDBQJUBMQSPKFDUUPSFQMBDFBNBKPS
TFXFSQJQFSVOOJOHVOEFSUIF4IJQ$BOBMCFUXFFO'SFNPOUBOE2VFFO"OOF5IFDPOUSBDUPSIBTTVCNJUUFEBDMBJN
UPQFSGPSNUIFTPVUITIBGUFYDBWBUJPOGPSUIFFYJUTIBGUGPSUIFUVOOFMCPSJOHNBDIJOFUIBUXJMMCPSFVOEFSUIF4IJQ$BOBM
/PUFTUPUIF'JOBODJBM4UBUFNFOUT

,JOH$PVOUZ 8BTIJOHUPO

GSPN'SFNPOUBDSPTTUIFDBOBMUP2VFFO"OOF JOUIFWJDJOJUZPG4FBUUMF1BDJGJD6OJWFSTJUZBOEUIF,JOH$PVOUZ-BCPSBUPSZ
5IFBNPVOUUIFDPOUSBDUPSDMBJNTGPSSFQBJSTGPSIJNTFMGBOEUIFTVCDPOUSBDUPSJTNJMMJPO5IFCVJMEFSTSJTLJOTVSFS
JTBEKVTUJOHBDMBJNGPSUIPTFSFQBJSDPTUT
%FGFDUJWF$FOUSJGVHFT85%FOHBHFEJOBOFOFSHZTFSWJDFTDPOUSBDUJOWPMWJOHUIF8BTIJOHUPO4UBUF%FQBSUNFOUPG
&OUFSQSJTF 4FSWJDFT 5IF DPOUSBDUPST JOTUBMMBUJPO PG GPVS OFX DFOUSJGVHFT XBT TJHOJGJDBOUMZ EFGFDUJWF JO UFSNT PG
EFXBUFSJOHDBQBCJMJUZEFTQJUFCFJOHNPSFFOFSHZFGGJDJFOU$POUSBDUVBMQFOBMUJFTXFSFJNQPTFEPOUIFDPOUSBDUPSGPS
GBJMVSFUPBDIJFWFDPNQMJBODFXJUIUIFDPOUSBDU-JRVJEBUFEEBNBHFTGPSUIFEFMBZJODPOUSBDUDPNQMFUJPOXFSFJNQPTFE
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REPORT OF INDEPENDENT AUDITORS
To the Metropolitan King County Council
Seattle, Washington
Report on Financial Statements
We have audited the accompanying financial statements of the King County Water Quality Enterprise
Fund (Water Quality), which comprise the statements of net position as of December 31, 2016 and 2015,
and the related statements of revenues, expenses, and changes in net position, and cash flows for the
years then ended, and the related notes to the financial statements.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud
or error.
Auditor’s Responsibility
Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audits to obtain reasonable assurance
about whether the financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of
the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.
1

Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the King County Water Quality Enterprise Fund as of December 31, 2016 and 2015,
and the results of its operations and its cash flows for the years then ended in accordance with
accounting principles generally accepted in the United States of America.
Other Matters
Required Supplementary Information
Accounting principles generally accepted in the United States of America require that the Management’s
Discussion and Analysis, the Schedule of the County’s Proportionate Share of the Net Pension Liability,
Schedule of Contributions, and Schedule of Funding Progress for the Plan be presented to supplement
the basic financial statements. Such information, although not a part of the financial statements, is
required by the Governmental Accounting Standards Board who considers it to be an essential part of
financial reporting for placing the financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of America,
which consisted of inquiries of management about the methods of preparing the information and
comparing the information for consistency with management’s responses to our inquiries, the financial
statements, and other knowledge we obtained during our audit of the financial statements. We do not
express an opinion or provide any assurance on the information because the limited procedures do not
provide us with sufficient evidence to express an opinion or provide any assurance.
Other Information
Our audits were conducted for the purpose of forming an opinion on Water Quality’s financial
statements. The Supplemental Schedule of Net Revenues Available for Debt Service is presented for
purposes of additional analysis and is not a required part of the financial statements. Such information is
the responsibility of management and was derived from and relates directly to the underlying
accounting and other records used to prepare the financial statements. The supplemental schedule has
not been subjected to the auditing procedures applied in the audit of the financial statements and,
accordingly, we express no opinion on it.

Seattle, Washington
April 28, 2017
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KING COUNTY WATER QUALITY ENTERPRISE FUND
MANAGEMENT’S DISCUSSION AND ANALYSIS

The management of King County Water Quality Enterprise Fund (Water Quality) presents to readers of
its financial statements this narrative overview and analysis of its activities and financial performance
for the fiscal years ended December 31, 2016 and 2015.
THE SEWER SYSTEM
Water Quality provides regional wastewater treatment services to Western Washington in King County,
part of Snohomish County, and part of Pierce County with a service area encompassing over 424 square
miles. The major wastewater treatment facilities include three secondary treatment plants at West Point
in Seattle, South Plant in Renton and the Brightwater Treatment Plant located near Woodinville and two
smaller secondary treatment plants at Vashon Island and Carnation, 391 miles of interceptors, 47 pump
stations, and 25 regulator stations. Other facilities include four combined sewer overflow (CSO)
treatment plants and 39 CSO control locations. The sewer system collected and treated an average of
188 million gallons per day (MGD) in 2016 from approximately 1.7 million residents.
FINANCIAL HIGHLIGHTS
During 2016, Water Quality provided sewage treatment services to 756,430 (based on sewer revenues
that include sewer agency prior year adjustments) residential customer equivalents (RCE) compared to
736,090 in 2015 and 725,844 in 2014. An RCE is one single‐family residence or an equivalent unit of 750
cubic feet of monthly water consumption for all other customers such as multifamily residential,
commercial, and industrial properties. The capacity charge program added 10,743 new connections to
its customer billing base in 2016. The program added 11,676 and 10,767 new connections in 2015 and
2014, respectively. In 2016, the average flow of the five treatment plants was 188 MGD with a peak daily
flow of 505 MGD. Maximum system capacity was 862 MGD in 2016 and 895 MGD in 2015. The average
daily flow fluctuated between a peak of 188 MGD in 2016 and a low of 178 MGD in 2015. The annual
fluctuation in flows largely depends on the amount of annual precipitation.
In 2016, Resource Recovery delivered 122,194 tons compared to 114,957 tons in 2015 of Loop®
biosolids to customers for use in forest management, agriculture, and composting. Approximately 83
million gallons compared to 86 million gallons in 2015 of Class A reclaimed water was distributed for
irrigation, urinals/toilets, municipal purposes, and wetland enhancement and about 711 million gallons
of filtered, treated wastewater compared to 762 million gallons in 2015 were used for internal
treatment plant processes. The permitted capacity for the South Plant reclaimed water facility is a filter
feed loading of 1.3 MGD and the Brightwater permitted reclaimed water treatment capacity is 21 MGD.
Water Quality sold 211 thousand therms of natural gas to Puget Sound Energy from the South
Treatment Plant in 2016 and 1.8 million therms in 2015. The reduction in sales of natural gas in 2016
was the result of using gas internally to generate electricity for South Plant operations. West Point
Treatment Plant sold Seattle City Light 18 million kilowatt hours of electricity generated from digester
gas in 2016 and 2015.
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FINANCIAL HIGHLIGHTS (CONTINUED)
The Industrial Pretreatment Program conducted 309 inspections and took 1,500 compliance samples in
2016 compared to 356 inspections and 1,570 compliance samples taken in 2015. The program currently
tracks 552 facilities with discharge authorization permits and 114 significant industrial users compared
to 483 facilities with discharge authorization permits and 116 significant industrial users in 2015.
Water Quality currently has 39 combined sewer overflow (CSO) locations plus four CSO treatment
facilities. Past investments conducted in concert with the City of Seattle have resulted in a significant
reduction in combined sewer overflows from a baseline of 2.3 billion gallons per year in years 1980‐
1983 to an average of 1 billion gallons per year at present.
In 2012, the Environmental Protection Agency (EPA) entered into a consent decree with Water Quality
to reduce CSO overflows to meet regulator’s standards for discharges or treatment by 2030. The consent
decree is based on Water Quality's 2012 Amended Long‐term CSO Control Plan. The Plan identified nine
CSO projects to control 14 CSO locations, six of which are currently underway. A joint project with the
City of Seattle is being developed that will address two of the nine projects.
The consent decree includes an option to develop an integrated plan which may result in lower costs to
complete the Plan. The EPA and Washington State Department of Ecology (DOE) will monitor Water
Quality's progress with CSO control and work closely with the enterprise going forward to meet CSO
control requirements. In accordance with the county’s National Pollutant Discharge Elimination System
permit for the West Point Treatment Plant and the consent decree, an update to the Plan is underway
and will be completed by 2018.
On February 9, 2017, the West Point Treatment Plant received catastrophic damage from a massive
inflow of combined stormwater and sewage when a power surge disabled pumps and a critical overflow
valve malfunctioned resulting in flooding the plant. It also resulted in engagement of the emergency
bypass function routing untreated flow volumes past the treatment processes of the plant and directly
into Puget Sound. Water Quality management reported the incident to the DOE immediately and
continue to update the agency on operational conditions and permit compliance. The loss comes under
the terms of insurance coverage with a $250 thousand deductible and a maximum loss recovery of $250
million per occurrence. Water Quality management is working with insurance carriers to document and
recover costs related to the incident. Restoration of primary and secondary treatment back to normal
operation is Water Quality’s top priority and is anticipated by April 30, 2017.
In 1999, the Metropolitan King County Council adopted the Regional Wastewater Services Plan (RWSP)
to construct additional capacity, protect public health and provide for future projected population
growth in its service area through 2030. Major RWSP projects include the building of the Brightwater
Treatment Plant, improvements to the regional Conveyance system, and construction of 21 CSO control
projects. The RWSP also includes projects to control infiltration and inflow into the Conveyance system,
process additional biosolids, and produce additional reclaimed water. Total capital program
expenditures were $167.5 million in 2016 and $154.6 million in 2015.
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FINANCIAL HIGHLIGHTS (CONTINUED)
Water Quality operating revenues increased by 7.2 percent to $464.5 million in 2016 from $433.4
million in 2015 while operating expenses before depreciation and amortization increased by 9.0 percent
to $138.7 million in 2016 from $127.2 million in 2015.
The monthly sewer rate stayed the same at $42.03 per RCE in 2016. In 2015, it increased to $42.03 from
$39.79 in 2014. The capacity charge rate increased to $58.70 per RCE in 2016 from $57.00 in 2015.
Capacity charge revenues increased 13.9 percent to $71.2 million in 2016 from $62.5 million in 2015.
The RCE's billed for sewer treatment services increased to 756,430 (based on sewer revenues that
include sewer agency prior year adjustments) in 2016 from 736,090 in 2015. The rate stabilization
reserve was unchanged at $46.3 million in 2016 and increased to $46.3 million in 2015 due to a deposit
of $12.0 million made during the year. Future deposits to the rate stabilization reserve will decrease
operating revenues and debt service coverage in the year of the deposit. Withdrawals will have the
opposite effect of increasing operating revenues and debt service coverage in the year the rate
stabilization reserve is reduced.
The rate stabilization reserve, as mandated by the Metropolitan King County Council as part of its rate
setting activities, permits Water Quality to set aside a portion of current revenue for future periods in
order to moderate the impact of rate increases over time.
Water Quality issued $781.2 million in Sewer Revenue and Refunding Bonds in 2016, which provided
$50.0 million for new construction. This resulted in $168.9 million in savings over the lives of the
refunded issues or $113.5 million in present value of debt service savings. In November 2016 Water
Quality remarketed $100 million in 2015 Junior Lien Sewer Revenue Bonds, and changed the interest
rate mode to a one‐month variable rate from a one‐year fixed rate. Water Quality received $39.1 million
in low interest state loans in 2016 at rates between 0.5 and 2.72 percent. In 2015 Water Quality issued
$567.3 million of Sewer Revenue and Refunding Bonds, including $80.0 million for new construction,
and $247.8 million in LTGO refunding bonds which resulted in $163.4 million in savings over the lives of
the refunded issues or $90.5 million in present value of debt service savings. Water Quality received
$31.6 million in low interest state loans in 2015.
The results of operations for 2016 and 2015 produced a debt service coverage ratio on senior lien debt
of 1.55 and 1.48, respectively, exceeding the coverage covenant requirement of 1.15 in both years. The
total debt coverage ratio of 1.41 in 2016 and 1.36 in 2015 exceeded the 1.15 policy minimum in both
years.
OVERVIEW OF THE FINANCIAL STATEMENTS
This discussion and analysis is intended to serve as an introduction to Water Quality’s basic financial
statements. The basic financial statements are comprised of the comparative statements of net position;
statements of revenues, expenses and changes in net position; statements of cash flows; and the notes to
the financial statements, which explain certain elements of the financial statements in greater detail.
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REQUIRED FINANCIAL STATEMENTS
Water Quality’s financial statements provide information with respect to all of its activities using
accounting methods similar to those used by private‐sector companies. The statements provide both
long‐term and short‐term information about Water Quality’s financial status.
The comparative statement of net position presents information on all of Water Quality’s assets,
liabilities and deferred inflows/outflows of resources, with the difference presented as net position as of
each year‐end. Over time, the statements demonstrate Water Quality’s financial health by providing a
basis for the reader to evaluate capital structure, liquidity, and financial flexibility.
The two most recent years’ operating and non‐operating revenues and expenses of Water Quality are
accounted for in the statements of revenues, expenses and changes in net position. The statements
illustrate the current and prior period results of operations and recovery of costs by receipt of fees, and
are instrumental in demonstrating Water Quality’s continued creditworthiness. All changes in net
position are reported as soon as the underlying event occurs, irrespective of the timing of related cash
flows. The receipt of monthly sewage treatment charges provides the principal support for Water
Quality’s activities. Sewage treatment charges of $381.5 million provided 82.1 percent of operating
revenues in 2016 and $359.3 million (net of the rate stabilization transfer) provided 82.9 percent of
operating revenues in 2015. Water Quality is a wholesale provider of sewage treatment services to
34 municipal and 3 non‐municipal participants in King, Pierce, and Snohomish counties. The receipt of
the monthly payments is governed by service agreements, the majority of which expire in July 2036.
The statements of cash flows report cash receipts, cash payments, and net changes in cash derived from
operations, financing, and investment activities. From the statements, the reader can discern Water
Quality’s sources and applications of cash during 2016 and 2015, reasons for differences between
operating cash flows and operating income, and the effect on the statements of net position from
investing, capital, and financing activities.
The notes to financial statements provide additional information essential to obtain a full understanding
of the data provided in the basic statements.
In the following comparative analysis of the financial statements, percentages and ratios were calculated
and rounded using the actual detail from the financial statements.
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FINANCIAL ANALYSIS OF THE STATEMENT OF NET POSITION
Comparative data, stated in millions of dollars:

2016
Current assets
Noncurrent assets
Capital assets
Other

$

Total assets
Deferred outflows of resources

Years Ended December 31,
2015
2014

458.1
217.1
4,081.5
113.3

$

431.8
245.2
4,106.5
110.4

$

407.5
216.8
4,122.9
97.8

4,870.0
247.5

4,893.9
184.9

4,845.0
104.0

5,117.5

5,078.8

4,949.0

Current liabilities
Noncurrent liabilities

214.5
4,216.1

456.5
4,065.9

434.9
3,951.9

Total liabilities
Deferred inflows of resources

4,430.6
47.5

4,522.4
53.2

4,386.8
49.6

4,478.1

4,575.6

4,436.4

154.2
202.4
282.8

191.1
201.6
110.5

210.4
205.3
96.9

Total assets and deferred outflows of resources

Total liabilities and deferred inflows of resources
Net position‐net investment in capital assets
Net position‐restricted
Net positon‐unrestricted
Total net position

$

639.4

$

503.2

$

512.6

Net position serves as a useful indicator of Water Quality’s financial position. As of December 31, 2016
and 2015, assets and deferred outflows of resources exceeded liabilities and deferred inflows of
resources by $639.4 million and $503.2 million, respectively.
Of the total Water Quality assets and deferred outflows of resources, 79.8 percent or $4,081.5 million
were invested in capital assets such as treatment plants, pumping and regulator stations, interceptors,
and other equipment at year‐end 2016. For the year‐end 2015, 80.9 percent or $4,106.5 million were
invested in capital assets. Water Quality uses its capital assets to provide wholesale wastewater
collection and treatment services in King, Pierce, and Snohomish counties. Current operating and debt
service requirements are met by operating and non‐operating revenues composed of monthly sewage
treatment charges, a capacity charge for new customers, other special‐handling charges, miscellaneous
operating revenues, and investment earnings.
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FINANCIAL ANALYSIS OF THE STATEMENT OF NET POSITION (CONTINUED)
The net position increased by 27.1 percent or $136.2 million in 2016 to $639.4 million from $503.2
million in 2015. This change is primarily due to the release of restricted funds held in reserve and the
recognition of the settlement income from the 2013 litigation settlement between Vinci, Parsons,
Frontier‐Kemper (VPFK) and King County. On September 7, 2016, the Supreme Court issued an order
denying VPFK’s Petition for Review and thus, released $129.6 million of the disputed $144.3 million.
Restricted net position increased by 0.4 percent or $799 thousand in 2016 to $202.4 million from $201.6
million in 2015. The unrestricted net position increased by $172.3 million in 2016 to $282.8 million
from $110.5 million in 2015.
The net position decreased by 1.8 percent or $9.4 million in 2015 to $503.2 million from $512.6 million
in 2014. This change includes a $42.5 million restatement to the net position at 2014 year‐end in
accordance with the implementation of GASB Statement No. 68, Accounting and Financial Reporting for
Pensions—an amendment of GASB Statement No. 27, and GASB Statement No. 71, Pension Transition for
Contributions Made Subsequent to the Measurement Date—an amendment of GASB Statement No. 68.
Restricted net position decreased by 1.8 percent or $3.7 million in 2015 to $201.6 million from $205.3
million in 2014. The unrestricted net position increased by $13.6 million in 2015 to $110.5 from $96.9
million in 2014.
FINANCIAL ANALYSIS OF THE STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET
POSITION
Comparative data, stated in millions of dollars:

Years Ended December 31,
2016
2015
2014
Sewage treatment fees
Rate stabilization
Capacity charge revenue
Other revenue

$

381.5
‐
71.2
11.8

$

371.3
(12.0)
62.5
11.6

$

346.6
18.0
59.5
11.7

Operating revenues
Operating expenses

464.5
315.0

433.4
301.0

435.8
288.6

Operating income

149.5

132.4

147.2

Non operating (expenses)
Grant revenues

(13.4)
0.1

(142.6)
0.8

(149.8)
‐

Change in net position

136.2

(9.4)

(2.6)

Net position beginning of year (restated)

503.2

Net positon end of year

8

$

639.4

512.6
$

503.2

515.2
$

512.6

KING COUNTY WATER QUALITY ENTERPRISE FUND
MANAGEMENT’S DISCUSSION AND ANALYSIS

FINANCIAL ANALYSIS OF THE STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET
POSITION (CONTINUED)
While the statements of net position show changes in assets, liabilities, deferred inflows/outflows of
resources and net position, the statements of revenues, expenses and changes in net position provide
insight into the source of these changes.
During 2016, operating revenues increased by 7.2 percent or $31.1 million to $464.5 million from
$433.4 million in 2015. Operating expenses increased by 4.7 percent or $14.0 million to $315.0 million
in 2016 from $301.0 million in 2015.
In 2015, operating revenues decreased by 0.6 percent or $2.4 million to $433.4 million from $435.8
million in 2014. Operating expenses increased by 4.3 percent or $12.4 million to $301.0 million from
$288.6 million in 2014.
The operating revenues and expenses were driven by:


Water Quality collected a monthly sewage treatment charge of $42.03 per RCE in 2016, $42.03 in
2015 and $39.79 in 2014. Sewer disposal revenues increased by 2.7 percent or $10.2 million in 2016
to $381.5 million from $371.3 million in 2015. Growth in RCE’s contributed to this increase. In 2015,
sewer disposal revenues before rate stabilization increased by 7.1 percent or $24.7 million to $371.3
million from $346.6 million in 2014.



Other operating revenues, including capacity charges for new customers and other treatment
charges, increased by 12.0 percent or $8.9 million in 2016 to $83.0 million from $74.1 million in
2015. These revenues increased by 4.1 percent or $2.9 million in 2015 to $74.1 million from $71.2
million in 2014. Capacity charge early payoff revenues were 25.4 percent or $18.1 million of total
capacity charge revenues in 2016, while in 2015, capacity charge early payoff revenues were 28.6
percent or $17.9 million of the annual total. Actual new capacity charge connections were 10,743 in
2016 and 11,676 in 2015. The increase in capacity charge revenue resulted from concerted efforts in
collection of past due accounts and a prior year billing adjustment.



Chemical expenses increased by 12.5 percent or about $903 thousand in 2016 to $8.1 million. Price
surges as well as increased demand for various chemicals were the main reasons for this jump.
Chemical expenses increased by 2.9 percent or about $236 thousand in 2015 to $7.2 million.



Utility and Service expenses increased by 6.7 percent or $2.0 million to $31.9 million for 2016 from
$29.9 million in 2015. Utility and Service expenses increased by 4.6 percent or $1.3 million to $29.9
million for 2015 from $28.6 million in 2014. Electricity expense increased by 1.0 percent or $129
thousand to $14.0 million in 2016 after increasing by 3.0 percent or $445 thousand to $13.9 million
in 2015. In 2016 Water Quality used methane gas to produce electricity for its Cogen system at
South Treatment Plant generating about 29% of all the electricity used at South Plant.
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FINANCIAL ANALYSIS OF THE STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET
POSITION (CONTINUED)


Intergovernmental expenses increased by 4.1 percent or $1.4 million in 2016 to $35.8 million from
$34.4 million in 2015. Contributors to increases here are reflected in increased surface water
management fees which includes environmental lab testing and other costs associated with
increased overhead. Intergovernmental expenses rose by 8.9 percent or $2.8 million in 2015 to
$34.4 million from $31.6 million in 2014.

Net non‐operating revenues and expenses decreased by 90.6 percent or $129.2 million to $13.4 million
in 2016 from $142.6 million in 2015. The main contributor to the non‐operating revenue increase was
the release of $129.6 million in restricted funds held pending final decision on the VPFK legal action.
Interest earnings were up slightly as well. Contributors to non‐operating expenses were capital asset
retirements and debt amortization. Net non‐operating revenues and expenses decreased by 4.8 percent
or $7.2 million to $142.6 million in 2015 from $149.8 million in 2014.
CAPITAL ASSETS
At December 31, 2016, Water Quality’s investment in capital assets, net of accumulated depreciation,
was $4,081.5 million, reflecting a decrease of $25.0 million or 0.6 percent less than the balance of
$4,106.5 at December 31, 2015. This decrease represents plant in service retirements and added
depreciation from completed project capitalizations. Capital assets net decrease from December 31,
2014 to December 31, 2015 was $16.4 million or 0.4 percent.
Large 2016 construction project expenditures include:
•
•
•
•
•

$16.7 million for Georgetown Wet Weather Treatment Station
$16.3 million for North Creek Interceptor
$13.7 million for Fremont Siphon Replacement
$10.9 million for Joint Ship Canal CSO
$8.9 million for Hanford Conveyance & Storage Tank

Large 2015 construction project expenditures include:






$16.5 million for North Creek Interceptor
$12.4 million for Fremont Siphon Replacement
$11.9 million for Magnolia CSO Control & Improvements
$9.7 million for Murray CSO Control & Improvements
$8.1 million for Georgetown Wet Weather Treatment Station

For more detailed information on capital assets, refer to Note 6 in the financial statements.
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DEBT ADMINISTRATION
Water Quality issued $281.5 million of sewer revenue refunding bonds in February 2016 with an
average life of 18.4 years at an average rate of 4.1 percent and an effective rate of 3.3 percent, and
$499.7 million of sewer improvement and refunding revenue bonds in October 2016 with an average life
of 17.6 years at an average rate of 4.7 percent and effective rate of 3.2 percent. In November 2016,
Water Quality remarketed $100.0 million in Junior Lien Sewer Revenue Bonds changing their interest
rate mode to a monthly variable rate from a one‐year fixed rate.
Water Quality issued $474.0 million of sewer revenue refunding bonds and $247.8 million of LTGO
refunding bonds in February 2015 with an average life of 21.6 years at an average rate of 4.5 percent
and an effective rate of 3.6 percent, and $93.3 million of sewer improvement and refunding revenue
bonds in November 2015 with an average life of 14.6 years at an average rate of 4.1 percent and
effective rate of 3.4 percent. In November 2015, Water Quality issued $100.0 million in Junior Lien
Sewer Revenue Bonds at a fixed rate of 2.0 percent and an effective rate of 0.5 percent for 1 year. This
issue redeemed Water Quality’s Commercial Paper debt and was remarketed on the Long‐Term Rate
Purchase Date of November 16, 2016.
Water Quality received $39.1 million in low‐interest loans from the State of Washington in 2016 and
$31.6 million in 2015. The new loans carry below‐market rates between 0.5 percent and 2.72 percent
with repayment terms up to 20 years.
Water Quality has $2.9 billion of sewer revenue bonds and variable rate revenue bonds outstanding at
the end of 2016 and had $2.9 billion of sewer revenue bonds and variable rate revenue bonds
outstanding at the end of 2015. Revenue bonds are repaid from and secured by a pledge of earnings,
revenues and money received by Water Quality from or on account of operation of the sewer system,
including receipts from sewage treatment fees, and other income of Water Quality. Revenue bonds are
not guaranteed by the full faith and credit of King County.
At the end of 2016, Water Quality has $755.9 million of general obligation bonds and variable rate
general obligation bonds outstanding and had $765.4 million of general obligation bonds and variable
rate general obligation bonds outstanding at the end of 2015. While the full faith and credit of King
County guarantees repayment of principal and interest on general obligation bonds, they are paid from
sewage treatment fees and other income.
King County received ratings of AAA from Standard and Poor's and Aa1 from Moody’s Investors Service
for the limited tax general obligation bond issued in February 2015. On February 15, 2017, Moody’s
Investors Service raised its rating of King County limited tax general obligation bonds to Aaa. At the time
of the issuance of the sewer revenue bonds in 2016 and 2015, Water Quality's bond ratings were:
Moody’s Investor’s Service
Aa2

Standard & Poor’s
AA+
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DEBT ADMINISTRATION (CONTINUED)
As required by bond covenant, Water Quality maintains a bond reserve account, which is funded by cash
balances. At December 31, 2016, the cash balance in the reserve account was $160.5 million and $166.1
million at the end of 2015 including $1.4 million of Junior Lien bonds maturing in November, 2016. In
addition to bond covenant reserves, Water Quality also maintains financial policy reserves. At
December 31, 2016 and 2015, respectively, the rate stabilization, liquidity, and asset management
financial policy reserves totaled $79.9 million and $79.1 million.
For more detailed information on debt, reference the notes to the financial statements.
Debt Service Coverage Ratios

Year Ended December 31,
2016
2015
Parity Debt
Total Debt

1.55
1.41

1.48
1.36

Two debt service coverage ratios closely monitored by bond rating agencies are coverage on parity debt
and coverage on total debt. By bond ordinance, Water Quality sets sewer rates at a level adequate to
provide net revenue equal to at least 1.15 times the annual debt service requirement on parity debt.
Water Quality has an adopted policy to equal or exceed a ratio of at least 1.25 on parity debt or 0.10
above the ratio required by bond ordinance. Since 2001, Water Quality established a minimum coverage
policy of 1.15 on total debt to further strengthen coverage performance.
REQUESTS FOR INFORMATION
This financial report is designed to provide an overview of Water Quality’s financial condition as of the
years ended December 31, 2016 and 2015. Questions concerning this report or requests for additional
information should be addressed to Cheryl Lee, Chief Accountant for King County, 500 Fourth Avenue,
Room 653, Seattle, WA 98104.
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(In Thousands)

December 31,
2016
CURRENT ASSETS
Cash and cash equivalents
Restricted cash and cash equivalents
Accounts receivable, net
Due from other funds
Due from other governments, net
Inventory of supplies
Prepayments

$

NONCURRENT ASSETS
Cash and cash equivalents
Capital assets
Building and land improvements
Artwork
Infrastructure and right of way
Plant in service and other equipment
Less accumulated depreciation
Land and easements
Construction work in progress
Other noncurrent
Prepayments
Regulatory and other utility assets, net of amortization
Other assets
Total assets
DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows on refunding
Deferred outflows on pension
Total deferred outflows of resources
TOTAL ASSETS AND DEFERRED OUTFLOWS OF RESOURCES

See accompanying notes.

$

383,232
19,748
44,755
1,292
‐
8,760
315

2015
$

230,349
149,403
37,018
1,224
5,014
8,425
385

458,102

431,818

217,093

245,177

2,082,829
5,700
2,268,422
1,146,609
(2,010,012)

2,009,486
5,645
2,245,766
1,107,256
(1,849,992)

3,493,548

3,518,161

256,048
331,948

268,398
319,960

4,081,544

4,106,519

2
109,550
3,725

81
106,432
3,963

113,277

110,476

4,870,016

4,893,990

237,604
9,849

179,878
4,987

247,453

184,865

5,117,469

$

5,078,855
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(In Thousands)

December 31,
2016
CURRENT LIABILITIES
Accounts payable
Retainage payable
Due to other funds
Interest payable
Wages and benefits payable
Compensated absences
Taxes payable
Unearned revenue
State loans payable
General obligation bonds payable
Revenue bonds payable
Environmental remediation costs
Deposits and other liabilities

$

NONCURRENT LIABILITIES
Compensated absences
Other post‐employment benefits
Net pension liability
State loans payable, net
General obligation bonds payable, net
Revenue bonds payable, net
Environmental remediation costs
Total liabilities
DEFERRED INFLOWS OF RESOURCES
Regulatory credits ‐ rate stabilization
Deferred inflows on pension
Total deferred inflows of resources
TOTAL LIABILITIES AND DEFERRED INFLOWS OF RESOURCES
NET POSITION
Net investments in capital assets
Restricted for:
Debt service
Regulatory assets and environmental liabilities
Unrestricted
Total net position
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$

2015

26,767
2,049
16
68,116
2,983
608
14
2,594
13,565
21,105
52,015
6,928
17,698

$

37,599
2,766
111
76,438
3,222
642
12
2,067
12,121
9,520
156,910
8,477
146,637

214,458

456,522

10,865
1,583
51,568
192,424
801,363
3,118,433
39,949

10,623
1,467
38,885
167,267
828,715
2,975,124
43,821

4,216,185

4,065,902

4,430,643

4,522,424

46,250
1,217

46,250
6,984

47,467

53,234

4,478,110

4,575,658

154,183

191,080

170,843
31,568
282,765

175,332
26,281
110,504

639,359

$

503,197

See accompanying notes.

KING COUNTY WATER QUALITY ENTERPRISE FUND
STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
(In Thousands)

Years Ended December 31,
2016
2015
OPERATING REVENUES
Sewage disposal fees
Other operating revenues

$

Total operating revenues
OPERATING EXPENSES
Sewage treatment, disposal, and transmission
General and administrative
Environmental related amortization
Depreciation and amortization
Total operating expenses
OPERATING INCOME
NONOPERATING REVENUES (EXPENSES)
Investment earnings
Interest expense
Loss on disposal and impairment of capital assets
Other
Total nonoperating expenses
GAIN (LOSS) BEFORE GRANTS
CAPITAL GRANT REVENUES

381,513
83,028

433,406

95,429
43,269
3,707
172,598

89,715
37,496
2,954
170,787

315,003

300,952

149,538

132,454

4,019
(131,042)
(19,100)
132,697

2,231
(139,980)
(5,280)
376

(13,426)

(142,653)

136,112

(10,199)

50
136,162

NET POSITION
Beginning of year

503,197

See accompanying notes.

$

359,253
74,153

464,541

CHANGE IN NET POSITION

End of year

$

639,359

766
(9,433)

512,630
$

503,197
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KING COUNTY WATER QUALITY ENTERPRISE FUND
STATEMENTS OF CASH FLOWS
(In Thousands)

Years Ended December 31,
2016
2015
CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers
Cash payments to suppliers for goods and services
Cash payments for employee services
Settlement receipts
Other payments

$

Net cash provided by operating activities

Net cash used in noncapital financing activities
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Acquisition of capital and other utility assets
Proceeds from disposal of capital assets
Principal paid on capital debt
Interest paid on capital debt
Proceeds of new bond issuance
Proceeds of state loans
Capital grants received
Net cash used in capital and related financing activities
CASH FLOWS FROM INVESTING ACTIVITIES
Interest on investments
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS
Beginning of year
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$

323,096

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Transfers out
Assistance to other agencies

End of year

462,654
(78,905)
(51,658)
‐
(8,995)

317,764

(150)
(948)

(115)
(710)

(1,098)

(825)

(171,138)
72
(78,980)
(170,028)
50,000
39,151
50

(137,674)
24
(71,843)
(161,183)
76,523
31,563
766

(330,873)

(261,824)

4,019

2,231

(4,856)

57,346

624,929
$

454,391
(83,417)
(49,017)
2,338
(6,531)

620,073

567,583
$

624,929

See accompanying notes.

KING COUNTY WATER QUALITY ENTERPRISE FUND
STATEMENTS OF CASH FLOWS
(In Thousands)
Years Ended December 31,
2016
2015
RECONCILIATION OF OPERATING INCOME TO NET
CASH PROVIDED BY OPERATING ACTIVITIES
Operating income

$

Adjustments to reconcile operating income to net cash
provided by operating activities
Depreciation and amortization
Other nonoperating revenue and expense
Changes in assets
Accounts receivable
Due from other funds
Inventory of supplies
Prepayments
Other assets
Changes in deferred outflows of resources
Deferred outflows on pension
Changes in liabilities
Accounts payable
Retainage payable
Due to other funds
Taxes payable
Unearned revenue
Wages and benefits payable
Compensated absences
Other post‐employment benefits
Net pension liability
Other liabilities
Changes in deferred inflows of resources
Rate stabilization
Deferred inflows on pension

$

172,598
134,379

Total adjustments
NET CASH PROVIDED BY OPERATING ACTIVITIES

149,538

170,787
1,458

(7,738)
(118)
(335)
59
135

7,063
25
(753)
(316)
(5,113)

(4,862)

(2,900)

5,744
18
(95)
2
527
364
208
116
12,683
(134,360)

(2,820)
12
111
(5)
440
244
(220)
116
9,691
3,874

‐
(5,767)

12,000
(8,384)

173,558
$

132,454

323,096

185,310
$

317,764

NONCASH INVESTING, CAPITAL, AND FINANCING ACTIVITIES:
Water Quality issued bonds in 2016 to refund debt issued from 2006 to 2011. The $870.9 million of
bond proceeds were placed in escrow for the defeasance of $769.5 million of outstanding revenue
bond principal and $130.6 million of interest. The $100.0 million of fixed rate junior lien bonds issued
in 2015 were remarketed in 2016 to junior lien variable rate demand sewer revenue bonds.
Water Quality issued bonds in 2015 to refund debt issued from 1995 to 2010. The $851.1 million
bond proceeds were placed in escrow for the defeasance of $752.3 million of outstanding revenue and
LTGO bond principal and $124.3 million of interest. There were $100.0 million of junior lien bonds
issued to redeem the 1995 commercial paper program.

See accompanying notes.
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KING COUNTY WATER QUALITY ENTERPRISE FUND
NOTES TO FINANCIAL STATEMENTS
Note 1 – Operations and Accounting Policies
Summary of operations – The King County Water Quality Enterprise Fund (Water Quality) is an
enterprise fund operated by the King County Department of Natural Resources and Parks in accordance
with Chapter 35.58 of the Revised Code of Washington (RCW) to provide sewage treatment and water
pollution abatement services to the urbanized areas of King County, Washington (the County).
Water Quality is an integral part of the County reporting entity and is included, as an enterprise fund, in
the County’s comprehensive annual financial report. As an enterprise fund, Water Quality is funded and
operated separately from other operations of the County. Revenues, bond proceeds, and grants are
restricted by purpose. Accordingly, Water Quality maintains separate accounting records and issues
stand‐alone financial statements.
Water Quality has long‐term sewage disposal agreements with the cities and sewer districts that operate
sewage collection systems within its service area. The monthly sewage disposal charge to the
contracting cities and districts is based on Water Quality’s estimated annual monetary requirements,
including operating costs and debt service. Revenues from Water Quality’s largest customer, the City of
Seattle (Seattle Public Utilities), represent approximately 40 percent of total sewage disposal fees in
2016 and in 2015.
Water Quality purchases goods and services from other County agencies, including reimbursement of
the County’s general fund for a share of general government. Expenses incurred in doing business with
other County agencies amounted to $35.8 million and $34.4 million in 2016 and 2015, respectively.
Significant accounting policies – Water Quality is accounted for using the flow of economic resources
measurement focus similar to that of a private enterprise organized for profit. Water Quality’s financial
statements are prepared in accordance with accounting principles generally accepted in the United
States of America (GAAP) as applied to governmental units using the accrual basis of accounting. Under
this method, revenues are recorded when earned, and expenses are recorded at the time liabilities are
incurred. Water Quality, regardless of the timing of cash flows, applies all applicable Governmental
Accounting Standards Board (GASB) pronouncements.
a.

Cash and cash equivalents – Water Quality considers as cash and cash equivalents all balances
held with the King County Treasurer in the King County Investment Pool (the Pool), cash with
escrow agents or held in trust, and petty cash. Unrealized gain or loss on Water Quality’s
proportionate share of the Pool is reported as a component of investment earnings.

b. Receivables and allowance for doubtful accounts – Receivables include charges for services
rendered by Water Quality or intergovernmental grants. All unbilled service receivables are
recorded at year‐end. The provisions for estimated uncollectible receivables are reviewed and
updated at year‐end. These provisions are estimated based on actual historical write‐off trends and
knowledge of specific circumstances that indicate collection of an account may be unlikely. As of
December 31, 2016 and 2015, Water Quality’s allowance for doubtful accounts was $815 thousand
and $6.4 million, respectively.
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KING COUNTY WATER QUALITY ENTERPRISE FUND
NOTES TO FINANCIAL STATEMENTS
Note 1 – Operations and Accounting Policies (continued)
c.

Due From and To Other Funds, Interfund Loans and Advances – Due from and to other funds
consists of current receivables and payables from or to other funds within the County. They typically
arise from interfund goods and service transactions and reimbursements.
Interfund loans receivable and payable or advances from and to other funds represent authorized
short‐term and long‐term, respectively, lending and borrowing arrangements within the County.

d. Inventory of Supplies – Inventory is recorded at the lower of cost or market using the weighted‐
average cost method. Materials and supplies are expensed as consumed. Inventory is written off in
the year that it is determined obsolete.
e.

Restricted Assets – In accordance with Water Quality’s bond resolutions, state law, King County
codes, or other agreements, separate restricted assets have been established. These assets are
restricted for specific purposes, including bond and state loan reserves.

f.

Capital Assets – Capital assets are stated at cost, less accumulated depreciation and amortization.
Water Quality’s capitalization threshold is: equipment at $5 thousand; software and intangible
assets at $500 thousand, and buildings and improvements at $100 thousand. Provision for
depreciation and amortization are made on a straight‐line basis over the estimated useful lives of
Water Quality’s capital assets as follows:

Description
Buildings and improvements other than building
Cars, vans, and trucks
Data processing equipment
Heavy equipment
Sewer lines
Shop equipment
Software
Intangibles

Estimated Useful Life
10–75 years
5–10 years
3–10 years
5–25 years
20–50 years
5–20 years
3–10 years
35 years

Water Quality capitalizes certain interest income and expense related to borrowings until the assets
are ready for their intended use. The amount capitalized is the difference between the interest
revenue and interest expense associated with the applicable tax free borrowings. Total interest
expense incurred was $150.2 million and $154.0 million during the years ended December 31, 2016
and 2015, of which $12.1 million and $11.3 million, respectively, was capitalized.
Repairs and maintenance are expensed as incurred; major renewals, replacements, and betterments
are capitalized.
Water Quality annually reviews long‐lived assets for impairment to determine whether any events
or circumstances indicate the carrying value of the assets may not be recoverable.
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KING COUNTY WATER QUALITY ENTERPRISE FUND
NOTES TO FINANCIAL STATEMENTS
Note 1 – Operations and Accounting Policies (continued)
g.

Compensated Absences – Employees earn vacation based upon their date of hire and years of
service. They may accumulate a maximum of 480 hours or as bargained for by represented
employees. Unused vacation at retirement or normal termination is considered vested and payable
to the employee. Employees also earn up to 12 days of sick leave per year and may accumulate sick
leave balances without limit. Employees or their beneficiaries are paid 35 percent of the accrued
unused sick leave upon retirement or death. No amounts are paid for unused sick leave upon
termination. Vacation pay and a portion of sick leave liabilities, including payroll taxes, are accrued.
Water Quality accrues estimated excess compensation liabilities to the Washington State
Department of Retirement Systems based on an employee’s accrued vacation and sick leave. An
excess compensation liability is incurred when an employee whose retirement benefits are based in
part on excess compensation receives a termination or severance payment defined by the State as
excess compensation. This includes, but is not limited to, a cash‐out of unused annual leave in excess
of 240 hours and a cash‐out of any other form of leave.

h. Rebatable Arbitrage – Water Quality’s tax‐exempt debt is subject to arbitrage restrictions as
defined by the Internal Revenue Code. Arbitrage occurs when the funds borrowed at tax‐exempt
rates of interest are invested in higher yielding taxable securities. These interest earnings in excess
of interest expense must be remitted to the federal government except when spending exceptions
rules are met. The liability is recognized during the period the excess interest is earned. Water
Quality has no liability as of December 31, 2016 and 2015.
i.

Deferred Outflows and Inflows of Resources – Deferred outflows of resources represent
consumption of resources that is applicable to future reporting periods and deferred inflows of
resources represent acquisition of resources that is applicable to future reporting periods. Deferred
outflows of resources include deferred losses on the refunding of bonds and certain amounts related
to pension accounting. Deferred inflows of resources include certain amounts related to pension
accounting and rate stabilization.

j.

Operating and Nonoperating Revenues and Expenses – Operating revenues result from exchange
transactions of Water Quality’s activities. Expenses associated with providing wastewater treatment
services and operating Water Quality’s treatment facilities are considered operating. Nonoperating
revenues result from nonexchange transactions such as operating subsidies and investment
earnings.
Water Quality provides water treatment services to cities and sewer districts and recognizes
revenue when such service is provided. Additionally, the capacity charge revenue is generated from
new connections to the sewer system. Both water treatment service and capacity charge rates are
authorized by ordinances passed by the King County Council. Water treatment service and capacity
charge revenues are recorded through cycle billings rendered to customers monthly. Water Quality
accrues and records unbilled water service and capacity charge revenues in the financial statements
for services provided from the date of the last billing to year end.
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KING COUNTY WATER QUALITY ENTERPRISE FUND
NOTES TO FINANCIAL STATEMENTS
Note 1 – Operations and Accounting Policies (continued)
k. Debt‐related Amortization – Bond premiums, discounts and refunding losses and gains are
amortized over the life of the bonds using the outstanding principal balance method.
l.

Capital Grant Revenues – Pursuant to GASB Statement No. 33, Accounting and Financial Reporting
for Nonexchange Transactions, grant revenues are reported separately from operating and
nonoperating revenues as capital grant revenues. Water Quality received capital grant revenues of
$50 thousand and $766 thousand for the year ended December 31, 2016 and 2015, respectively.

m. Net Position – Resources set aside for debt services and other obligations, net of related liabilities,
are classified as restricted net position on the statements of net position as their use is limited by
externally‐imposed restrictions. Net investments in capital assets are reported as a separate
component of net position and consists of capital assets, net of accumulate depreciation, reduced by
the outstanding balances of any bonds, notes, or other borrowings attributable to the acquisition,
construction, or improvement of those assets. Any net position not subject to classification as
restricted or invested in capital assets are reported as unrestricted.
n. Use of Estimates – The preparation of the financial statements in conformity with accounting
principles generally accepted in the United States of America requires management to make
estimates and assumptions that affect the amounts reported in the financial statements. Specific
estimates have been made in the areas of allowance for uncollectible accounts, environmental
remediation costs, useful lives of capital assets, pension liability and related deferred outflow and
inflow of resources, and future interest rates. Actual results could differ from these estimates.
o. Reclassification – Certain reclassifications have been made to the prior year statements to conform
to the current year presentation.
New Accounting Standards – The following GASB pronouncements were implemented during the
current year.
GASB Statement No. 72, Fair Value Measurement and Application, was issued in February 2015. This
Statement addresses accounting and financial reporting issues related to fair value measurements. It
provides guidance for determining a fair value measurement for financial reporting purposes and
applying fair value to certain investments and disclosures related to all fair value measurements. The
statement is effective for periods beginning after June 15, 2015. It was implemented in 2016 by Water
Quality.
GASB Statement No. 76, The Hierarchy of GAAP for Local Governments, reduces the GAAP hierarchy to
two categories of authoritative GAAP and addresses the use of authoritative and nonauthoritative
literature in the event that the accounting treatment for a transaction or other event is not specified
within a source of authoritative GAAP. This statement is effective for periods beginning after June 15,
2015. It was adopted in 2016 by Water Quality.
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KING COUNTY WATER QUALITY ENTERPRISE FUND
NOTES TO FINANCIAL STATEMENTS
Note 1 – Operations and Accounting Policies (continued)
GASB Statement No. 77, Tax Abatement Disclosure, defines a tax abatement as resulting from an
agreement between a government and an individual or entity in which the government promises to
forgo tax revenues and the individual or entity promises to subsequently take a specific action that
contributes to economic development or otherwise benefits the government or its citizens. This
Statement requires disclosure of tax abatement information about (1) a reporting government’s own tax
abatement agreements and (2) those that are entered into by other governments and that reduce the
reporting government’s tax revenues. The requirements of this Statement are effective for financial
statements for periods beginning after December 15, 2015. The statement was adopted in 2016 and had
no impact on Water Quality’s financial statements.
Note 2 – Deposits in King County Investment Pool
The King County Treasurer is the custodian of Water Quality’s cash. Water Quality’s cash on deposit with
the King County Treasurer is pooled with cash from other County funds and other jurisdictions and are
either deposited in the County’s bank account or invested by the County. The King County Investment
Pool (the Pool) functions essentially as a demand deposit account where Water Quality receives an
allocation of its proportionate share of pooled earnings as interest.
The Pool is administered by the King County Treasury Operations Section and is not registered with the
Securities and Exchange Commission (SEC) as an investment company. Oversight is provided by the
King County Executive Finance Committee (EFC), which serves the role of the County Finance
Committee as defined in RCW 36.48.070.
The County has deposit and investment policies addressing risks that have the potential to result in
losses of deposits and investments. All deposits not insured by the Federal Depository Insurance
Corporation (FDIC) are fully collateralized by the Public Deposit Protection Commission of the State of
Washington (PDPC), a statutory authority established under chapter 39.58 RCW that governs public
depositaries and provides that “All public funds deposited in public depositaries, including investment
deposits and accrued interest thereon, shall be protected against loss, as provided in the chapter.”
Effective July 1, 2009, all public depositaries were required to pledge securities at 100% of their public
deposits not covered by FDIC insurance. The PDPC constitutes a multiple financial institution collateral
pool that can make pro rata assessments to all public depositaries within the state for their public
deposits. PDPC protection is of the nature of collateral, not of insurance. The custodial credit risk for
deposits is the risk that Water Quality’s deposits may not be returned to it in the event of a bank failure.
Assessing Water Quality’s risk exposure, Water Quality’s cash and cash equivalents balance of $620.1
million and $624.9 million were fully invested in the Pool as of December 31, 2016 and 2015,
respectively. The County had demand deposits of $149.0 million and $30.7 million as of December 31,
2016 and 2015, respectively, in fully insured and collateralized depository accounts at U.S. Bank and
other banks under FDIC and PDPC as set out above.
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KING COUNTY WATER QUALITY ENTERPRISE FUND
NOTES TO FINANCIAL STATEMENTS
Note 2 – Deposits in King County Investment Pool (continued)
Credit Risk – Investments – Credit risk is the risk that an issuer or other counterparty to an investment
will not fulfill its obligation. As of December 31, 2016, the Pool was not rated by a Nationally Recognized
Statistical Rating Organization (NRSRO). In compliance with state statutes, Pool policies authorize
investments in U.S. Treasury securities, U.S. agency securities and mortgage‐backed securities,
municipal securities and corporate notes (rated at least “A” by two NRSROs), commercial paper (rated at
least the equivalent of “A‐1” by two NRSROs), certificates of deposit issued by qualified public
depositaries, repurchase agreements, and the Local Government Investment Pool managed by the
Washington State Treasurer’s office.
The Pool’s policies limit the maximum amount that can be invested in various securities. At 2016 and
2015 year‐end the Pool was in compliance. The Pool’s actual composition, as of December 31, 2016 and
2015, is as follows (in thousands):

2016
Investment Type
Repurchase agreements
Commercial paper
U.S. agency discount notes
Bank notes
Bank notes floating rate
Corporate notes
U.S. treasury notes
U.S. agency notes
U.S. agency collateralized
mortgage obligations
State treasurer’s investment pool

Total
$

2015
Allocation
Percentage

100,000
249,505
440,879
‐
‐
959,115
2,456,511
1,203,362

1.65%
4.12%
7.29%
‐
‐
15.85%
40.60%
19.89%

6,070
634,558
$ 6,050,000

Total
$

Allocation
Percentage

175,000
221,744
1,120,318
732,896
59,952
‐
2,274,494
1,250,334

2.83%
3.59%
18.15%
11.87%
0.97%
‐
36.84%
20.25%

0.10%
10.50%

7,212
332,121

0.12%
5.38%

100.00%

$ 6,174,071

100.00%

Custodial Credit Risk – Investments – Custodial credit risk is the risk that in the event of the failure of
the counterparty, the County will not be able to recover the value of its investments or collateral
securities that are in the possession of an outside party. County policy mandates that all security
transactions, including repurchase agreements, are settled “delivery versus payment.” This means that
payment is made simultaneously with the receipt of the security. These securities are delivered to the
County’s safekeeping bank or its tri‐party custodian banks. Exempt from the DVP policy are Certificates
of Deposits (CDs) and funds placed with the State of Washington Local Government Investment Pool.
Concentration of Credit Risk – Investments – Concentration of credit risk is the risk of loss attributed
to the magnitude of a government’s investment in a single issue. At 2016 year‐end the Pool had
concentrations greater than 5 percent of the total investment pool portfolio in the following issuers:
Federal Home Loan Mortgage Corporation, 5.7 percent, Federal National Mortgage Association, 7.5
percent, Federal Home Loan Bank, 5.2 percent, and Federal Farm Credit Bank, 8.9 percent.
23

KING COUNTY WATER QUALITY ENTERPRISE FUND
NOTES TO FINANCIAL STATEMENTS
Note 2 – Deposits in King County Investment Pool (continued)
The issues with concentrations greater than 5 percent of the pool portfolio at 2015 year‐end were as
follows: Federal Home Loan Mortgage Corporation, 5.3 percent, Federal National Mortgage Association,
6.5 percent, Federal Home Loan Bank, 10.9 percent, and Federal Farm Credit Bank, 15.8 percent.
Interest Rate Risk – Investments – Interest rate risk is the risk that changes in interest rates will
adversely affect the fair value of an investment. Through its investment policy, the County manages its
exposure to fair value losses arising from increasing interest rates by setting maturity and effective
duration limits for the Pool. The policy limit for the Pool’s maximum effective duration is 1.5 years, and
40 percent of the Pool’s total value in securities must have a maturity of 12 months or fewer. Securities
in the portfolio cannot have an average life greater than five years at purchase. The combined effective
duration of the liquidity and core portfolios was 1.122 years and 0.936 years at December 31, 2016 and
2015, respectively.
All securities are reported at fair value. Fair value reports are prepared monthly and distributed to all
Pool participants. The Pool values participants’ shares using an amortized cost basis. Monthly income is
distributed to participants based on their relative participation during the period.
Fair Value Hierarchy
The County categorizes its fair value measurements within the fair value hierarchy established by
generally accepted accounting principles. The hierarchy is based on the valuation inputs used to
measure fair value of the assets. Level 1 inputs are quoted prices in an active market for identical assets;
Level 2 inputs are significant other observable inputs; and Level 3 inputs are significant unobservable
inputs.
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KING COUNTY WATER QUALITY ENTERPRISE FUND
NOTES TO FINANCIAL STATEMENTS
Note 2 – Deposits in King County Investment Pool (continued)
The following is a summary of inputs in valuing the County’s investments as of December 31, 2016 and
2015.
KING COUNTY INVESTMENT POOL

Fair Value
12/31/2016

Fair Value Measurement Using
Quoted
Prices in
Active
Significant
Markets for
Other
Identical
Observable Unobservable
Assets
Inputs
Inputs
(Level 1)
(Level 2)
(Level 3)

Commercial paper
U.S. agency discount notes
Corporate notes
U.S. treasury notes
U.S. agency notes
U.S. agency collateralized
Mortgage obligations

$

$

Subtotal

$ 5,315,442

Investments by fair value level

249,505
440,879
959,115
2,456,511
1,203,362
6,070

‐
‐
‐
2,456,511
‐
‐

$ 2,456,511

$

249,505
440,879
959,115
‐
1,203,362

$

6,070
$ 2,858,931

‐
‐
‐
‐
‐
‐

$

‐

Investments measured at
amortized cost (not subject to
fair value hierarchy)
Repurchase agreements
State treasurer's investment pool
Subtotal
Total investment in Investment Pool

100,000
634,558
734,558
$ 6,050,000
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KING COUNTY WATER QUALITY ENTERPRISE FUND
NOTES TO FINANCIAL STATEMENTS
Note 2 – Deposits in King County Investment Pool (continued)
KING COUNTY INVESTMENT POOL

Fair Value
12/31/2015

Fair Value Measurement Using
Quoted
Prices in
Active
Significant
Markets for
Other
Identical
Observable Unobservable
Assets
Inputs
Inputs
(Level 1)
(Level 2)
(Level 3)

Commercial paper
U.S. agency discount notes
Corporate notes
Bank notes floating rate
U.S. treasury notes
U.S. agency notes
U.S. agency collateralized
Mortgage obligations

$

$

Subtotal

$ 5,666,950

Investments by fair value level

221,744
1,120,318
732,896
59,952
2,274,494
1,250,334
7,212

‐
‐
‐
‐
2,274,494
‐
‐

$ 2,274,494

$

221,744
1,120,318
732,896
59,952
‐
1,250,334

$

7,212
$ 3,392,456

‐
‐
‐
‐
‐
‐
‐

$

‐

Investments measured at
amortized cost (not subject to
fair value hierarchy)
Repurchase agreements
State treasurer's investment pool
Subtotal
Total investment in Investment Pool

175,000
332,121
507,121
$ 6,174,071

U.S. Treasury Notes are valued using quoted prices in active markets and classified in Level 1 of the fair
value hierarchy.
Commercial Paper, U.S. Agency Discount Notes, Corporate Notes, U.S. Agency Notes and U.S. Agency
Collateralized Mortgage Obligations are valued using standard inputs including benchmark yields,
reported trades, broker/dealer quotes, issuer spreads, two‐sided markets, benchmark securities, bids,
offers, and reference data including market research publications.
State Treasurer’s Investment Pool and Repurchase Agreement are overnight securities and are not
subject to GASB Statement No. 72, Fair Value Measurement and Application.
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KING COUNTY WATER QUALITY ENTERPRISE FUND
NOTES TO FINANCIAL STATEMENTS
Note 3 – Restricted Assets
A significant portion of Water Quality’s assets are restricted as to use by legal and contractual provisions
and by fiscal management policy. Restricted assets comprise $236.8 million at December 31, 2016 and
$394.6 million at December 31, 2015 to comply with bond covenants and other requirements.
Liability amounts payable from restricted assets primarily consist of escrow and in‐house retainage
payables. These amounted to $2.0 million and $2.8 million at December 31, 2016 and 2015, respectively.
The details of restricted and unrestricted cash and cash equivalents as of December 31, 2016 and 2015
are as follows (in thousands):

2016
Unrestricted cash and cash equivalents
Operating funds
Construction funds
Bond funds
Policy reserves

$

Total unrestricted cash and cash equivalents
Restricted cash and cash equivalents
Bond reserves
SRF loan reserves
Bond proceeds committed to construction
Retainage
Rate stabilization reserve
Legally restricted funds
Total restricted cash and cash equivalents
Total cash and cash equivalents

$

23,702
197,355
128,543
33,632

2015
$

19,920
40,787
136,749
32,893

383,232

230,349

160,491
10,352
‐
2,049
46,250
17,699

166,128
9,204
23,595
2,766
46,250
146,637

236,841

394,580

620,073

$

624,929

Note 4 – Risk Management
Water Quality is exposed to a wide range of risks of loss, including those related to tort; theft of, damage
to, and destruction of assets; errors and omissions; injuries to employees; and natural disasters.
Water Quality participates in three County internal service funds to account for and finance its
(1) property/casualty, (2) workers’ compensation, and (3) employee medical and dental benefits,
through self‐insurance programs. The County contracts with a plan administrator to process medical
and dental claims. County fund/claims managers, together with the Civil Division of the King County
Prosecuting Attorney’s Office, are responsible for processing all tort and workers’ compensation claims.
During 2016 and 2015, Water Quality claims paid by the Insurance Fund of King County were $154
thousand and $130 thousand, respectively. In the past three years there was no occurrence that resulted
in payment in excess of the self‐insured retention of $7.5 million.
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Claims settlements and loss expenses are accrued in the three internal service funds for the estimated
settlement value of both reported and unreported claims. These funds are responsible for collecting
interfund premiums from insured funds and departments, for paying claim settlements, and for
purchasing certain policies. The County’s internal service funds assess premiums attributable to Water
Quality on the basis of claims experience, actuarial evaluation of future claims risk, and adequacy of
available reserves. Premiums are recorded as an expense in the year paid or accrued.
Water Quality retains all risk associated with environmental claims.

Note 5 – Long‐Term Liabilities and Notes Payable
Sewer Revenue Bonds – As of December 31, 2016, bonds outstanding include $2,884.9 million of serial
and term bonds maturing from January 1, 2017 through January 1, 2052, bearing interest at stated rates
of 1.00 percent to 5.75 percent per annum.
On February 17, 2016, the County issued $281.5 million in sewer revenue bonds, Series A, with an
effective interest cost of 3.3 percent to advance refund $278.8 million of outstanding 2007, 2008, 2009,
and 2010 sewer revenue bonds with an average coupon interest rate of 4.4 percent. The reacquisition
price exceeded the net carrying amount of the old debt by $35.4 million. This advance refunding was
undertaken to reduce total debt service payments by $65.0 million over the life of the bonds, resulting in
an economic gain (difference between the present values of the old and new debt service payments) of
$39.6 million.
On October 12, 2016, the County issued $499.7 million in sewer revenue bonds, Series B, with an
effective interest cost of 3.2 percent, to currently refund $120.9 million of outstanding 2006 sewer
revenue bonds and advance refund $369.8 million of outstanding 2010, 2011‐A, 2011‐B, 2011‐C sewer
revenue bonds with a coupon interest rate of 5.0 percent. The reacquisition price exceeded the net
carrying amount of the old debt by $50.3 million. This refunding was undertaken to reduce total debt
service payments by $103.9 million over the life of the bonds, resulting in an economic gain (difference
between the present values of the old and new debt service payments) of $73.9 million.
On November 16, 2016, the County remarketed $100.0 million in junior lien sewer revenue bonds, 2015
Series A and B, changing their interest rate mode to a one‐month variable rate from a one‐year fixed
rate. These bonds have a final maturity date of January 1, 2046.
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On February 18, 2015, the County issued $474.0 million in sewer revenue bonds, Series A, with an
effective interest cost of 3.6 percent to advance refund $475.3 million of outstanding 2007, 2008, and
2009 sewer revenue bonds with an average coupon interest rate of 5.2 percent. The reacquisition price
exceeded the net carrying amount of the old debt by $54.3 million. This advance refunding was
undertaken to reduce total debt service payments by $127.7 million over the life of the bonds, resulting
in an economic gain (difference between the present values of the old and new debt service payments)
of $65.6 million.
On November 17, 2015, the County issued $93.3 million in sewer revenue bonds, Series B, with an
effective interest cost of 3.4 percent, to currently refund $24.1 million of outstanding 2006 sewer
revenue bonds with a coupon interest rate of 5.0 percent. The reacquisition price exceeded the net
carrying amount of the old debt by $409 thousand. This current refunding was undertaken to reduce
total debt service payments by $3.8 million over the life of the bonds, resulting in an economic gain
(difference between the present values of the old and new debt service payments) of $3.4 million.
On November 24, 2015, the County issued $100.0 million in junior lien sewer revenue bonds, Series A
and B, maturing on January 1, 2046 to redeem all of its outstanding notes payable from its commercial
paper program. The bonds bear interest at a rate of 2.0 percent through November 16, 2016, at which
time they are subject to mandatory purchase by the County after which they may be remarketed in
weekly or other Interest Rate Modes. The bonds were classified as a current liability as of December 31,
2015.
Bond issues provide funding for Water Quality’s construction plan. Certain serial bonds may not be
redeemed prior to maturity; other bonds may be redeemed after the lapse of specific periods of time.
Amounts from the sewer revenue bond fund may be used to purchase term bonds prior to maturity.
The bonds are secured by a pledge of the revenue of the sewer system subject to payment of all
operating and maintenance expenses of the sewer system. Payments from revenues of Water Quality are
required to be made to the sewer revenue bond fund to pay interest and retire serial or term bonds on
or before maturity. The amount required in the cash reserves and surety policies are based on the
highest year of debt service over the life of all outstanding revenue bonds.
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The following table summarizes Water Quality’s revenue bonds (in thousands):

2001A‐B Junior Lien Variable
2006 Refunding
2006 (2nd Series) Refunding
2007
2008
2009
2010
2011
2011 Series B
2011 Series C
2011 Sewer Junior Lien Variable
2012A Refunding
2012B Refunding
2012C Refunding
2012 Sewer Junior Lien Variable
2013A Refunding
2013B Revenue and Refunding
2014A Refunding
2014B Refunding
2015 Sewer Junior Lien Variable
2015A Refunding
2015B Refunding
2016A Refunding
2016B Refunding

Final
Maturity

Interest
Rates

1/1/32
1/1/36
1/1/36
1/1/47
1/1/48
1/1/42
1/1/50
1/1/41
1/1/41
1/1/35
1/1/42
1/1/52
1/1/35
1/4/33
1/1/43
1/1/35
1/1/44
1/1/47
7/1/35
1/1/46
7/1/47
1/1/46
7/1/41
7/1/49

(variable)
5.00%
3.50‐5.00%
5.00%
5.00‐5.75%
4.00‐5.25%
2.00‐5.00%
5.00‐5.125%
1.00‐5.00%
3.00‐5.00%
(variable)
5.00%
4.00‐5.00%
2.50‐5.00%
(variable)
2.00‐5.00%
2.00‐5.00%
5.00%
1.00‐5.00%
(variable)
3.00‐5.00%
4.00‐5.00%
4.00‐5.00%
4.00‐5.00%

Original
Issue
Amount

Outstanding at
December 31,
2016

$

100,000
124,070
193,435
250,000
350,000
250,000
334,365
175,000
494,270
32,445
100,000
104,445
64,260
65,415
100,000
122,895
74,930
75,000
192,460
100,000
474,025
93,345
281,535
499,655

$

100,000
‐
4,330
1,750
3,605
4,850
108,625
66,925
254,620
16,485
100,000
104,445
64,260
65,415
100,000
117,000
63,030
75,000
190,790
100,000
473,190
89,380
281,535
499,655

$

4,651,550

$

2,884,890

General Obligation Bonds – As of December 31, 2016, bonds outstanding include $755.9 million of
serial and term bonds maturing January 1, 2017 through 2040, bearing interest at stated rates of 2.00
percent to 5.25 percent per annum.
Certain serial bonds cannot be redeemed prior to maturity; other bonds may be redeemed after the
lapse of specific periods of time.
On February 18, 2015, the County issued $247.8 million in general obligation refunding bonds, Series A,
with an effective interest cost of 3.3 percent to advance refund $252.9 million of 2009 general obligation
bonds, with an average coupon interest rate of 5.1 percent. The reacquisition price exceeded the net
carrying amount of the old debt by $36.6 million. This advance refunding was undertaken to reduce total
debt service payments by $31.9 million over the life of the bonds, resulting in an economic gain
(difference between the present values of the old and new debt service payments) of $21.5 million.
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The following table summarizes Water Quality’s general obligation bonds (in thousands):

2008 LTGO
2009B LTGO
2010A‐B Multi‐Modal LTGO
2012A LTGO
2012B LTGO
2012C LTGO
2012F LTGO
2015A LTGO

Original
Issue
Amount

Final
Maturity

Interest
Rates

1/1/34
7/1/39
1/1/40
1/1/25
1/1/29
1/1/34
12/1/22
7/1/38

3.25‐5.25%
5.00‐5.25%
(variable)
2.00‐5.00%
5.00%
5.00%
2.20%
2.00‐5.00%

Outstanding at
December 31,
2016

$

236,950
300,000
100,000
68,395
41,725
53,405
3,010
247,825

$

213,460
28,795
100,000
67,755
41,725
53,405
3,010
247,725

$

1,051,310

$

755,875

State Loans – Water Quality has received loans from the Washington State Department of Ecology
under the Water Pollution Control State Revolving Fund Loan Program and the Washington Public
Works Trust Fund. The loans require annual payments of principal and interest from 2017 through
2037 and bear interest at stated rates from 0.0 percent to 3.1 percent. As of December 31, 2016, the
balance due on all state loans is $206.0 million. Water Quality maintains separate cash reserves of $10.4
million as of December 31, 2016. These reserves are treated as restricted, being required under the
Revolving Fund Loan Program.
At December 31, 2016, the required principal and interest payments for all classes of long‐term debt are
as follows (in thousands):

Revenue Bonds
Principal
Interest

Year(s) Beginning
January 1, 2017
January 1, 2018
January 1, 2019
January 1, 2020
January 1, 2021
January 1, 2022–2026
January 1, 2027–2031
January 1, 2032–2036
January 1, 2037–2041
January 1, 2042–2046
January 1, 2047–2051
January 1, 2052

$

52,015
50,015
52,190
57,140
54,660
334,690
420,105
608,735
480,710
626,705
138,060
9,865

$ 2,884,890

$

119,897
124,234
121,899
119,432
116,792
538,752
448,796
321,131
206,391
93,301
15,003
247

$ 2,225,875

General Obligation Bonds
Principal
Interest
$

21,105
22,140
23,225
32,160
25,620
151,580
177,035
164,595
138,415
‐
‐
‐

$ 755,875

$

36,033
34,952
33,820
32,632
31,203
134,767
93,428
48,277
20,031
‐
‐
‐

$ 465,143

State Loans
Principal
Interest
$

Total

13,565
14,756
15,039
14,822
14,688
62,292
42,209
28,208
409
‐
‐
‐

$

4,369
4,110
3,834
3,553
3,276
12,265
6,282
1,530
3
‐
‐
‐

$

246,984
250,207
250,007
259,739
246,239
1,234,346
1,187,855
1,172,476
845,959
720,006
153,063
10,112

$ 205,988

$

39,222

$ 6,576,993
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The future annualized interest payments for the variable rate revenue bonds are based on an interest
rate of 5.4 percent, which represents 90 percent of the long‐term interest rate assumed by the County
for financial planning purposes.
Commercial Paper (Notes Payable) – On November 24, 2015, Water Quality redeemed all of its
outstanding commercial paper from the proceeds of the junior lien sewer revenue bonds, 2015 Series A
and B, thereby ending the program. Changes in short‐term note payables for the year ended
December 31, 2015 were as follows (in thousands):
Balance
January 1,
2015
Commercial paper

$

100,000

Additions
$

621,280

Reductions
$

(721,280)

Balance
December 31,
2015
$

‐

Variable Rate General Obligation and Revenue Bonds – The variable rate bonds, 2001 Series A and
Series B revenue bonds are supported by a periodically renewable letter of credit that expires
September 30, 2020. The variable rate bonds, 2010 Series A and Series B general obligation bonds are
supported by a Standby Bond Purchase Agreement that expires November 3, 2017. The variable rate
bonds, 2011, 2012 and variable rate 2016 Series A and Series B Sewer Jr Lien do not have liquidity
facilities.
Financial Policy Reserves – In addition to bond reserves related to Sewer Revenue Bonds, Water
Quality maintains liquidity and asset management reserves totaling $33.6 million at December 31, 2016.
Compliance with Bond Resolutions – With respect to the year ended December 31, 2016, Water
Quality complied with all financial covenants stipulated by its bond resolutions.

32

KING COUNTY WATER QUALITY ENTERPRISE FUND
NOTES TO FINANCIAL STATEMENTS
Note 5 – Long‐Term Liabilities and Notes Payable (continued)
Changes in Long‐Term Liabilities – Long‐term liability activity for the years ended December 31, 2016
and 2015 was as follows (in thousands):
Balance
January 1,
2016
Bonds payable
Bond premiums and discounts
Total bonds payable
State loans
Compensated absences
Other post‐employment benefits
Net pension liability
Environmental remediation
Total long‐term liabilities

Additions

Total long‐term liabilities

Due Within
One Year

$ 3,695,560
274,709
3,970,269
179,388
11,265
1,467
38,885
52,298

$

781,190
102,618
883,808
39,151
11,133
190
25,693
2,838

$ (835,985)
(25,176)
(861,161)
(12,550)
(10,925)
(74)
(13,010)
(8,259)

$ 3,640,765
352,151
3,992,916
205,989
11,473
1,583
51,568
46,877

$

73,120
‐
73,120
13,565
608
‐
‐
6,928

$ 4,253,572

$

962,813

$ (905,979)

$ 4,310,406

$

94,221

Reductions

Balance
December 31,
2015

Balance
January 1,
2015
Bonds payable
Bond premiums and discounts
Total bonds payable
State loans
Compensated absences
Other post‐employment benefits
Net pension liability
Environmental remediation

Reductions

Balance
December 31,
2016

Additions

Due Within
One Year

$ 3,593,310
190,669
3,783,979
159,053
11,484
1,351
29,193
44,800

$

915,195
103,237
1,018,432
31,563
10,208
190
25,796
13,241

$ (812,945)
(19,197)
(832,142)
(11,228)
(10,427)
(74)
(16,104)
(5,743)

$ 3,695,560
274,709
3,970,269
179,388
11,265
1,467
38,885
52,298

$

166,430
‐
166,430
12,121
642
‐
‐
8,477

$ 4,029,860

$ 1,099,430

$ (875,718)

$ 4,253,572

$

187,670
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Changes in capital assets for the years ended December 31, 2016 and 2015 are shown in the following
table (in thousands):
Balance
January 1,
2016
Land
Easements
Construction work in progress
Total nondepreciable assets

253,535
14,863
319,960

$

2,175
426
144,565

Decreases
$

(14,951)
‐
(132,577)

$

240,759
15,289
331,948

588,358

147,166

(147,528)

587,996

1,915,240
94,246
5,645
7,635
2,238,131
1,071,642
35,614

65,005
11,104
60
‐
22,656
43,873
52

(197)
(2,569)
(5)
‐
‐
(4,537)
(35)

1,980,048
102,781
5,700
7,635
2,260,787
1,110,978
35,631

5,368,153

142,750

(7,343)

5,503,560

(655,574)
(25,993)
(874)
(927)
(530,650)
(606,100)
(29,874)

(51,441)
(3,256)
(205)
(218)
(47,484)
(59,834)
(2,991)

182
672
‐
‐
‐
4,520
35

(706,833)
(28,577)
(1,079)
(1,145)
(578,134)
(661,414)
(32,830)

(1,849,992)

(165,429)

5,409

(2,010,012)

Depreciable assets ‐ net

3,518,161

(22,679)

(1,934)

3,493,548

Total capital assets ‐ net

$ 4,106,519

(149,462)

$ 4,081,544

Buildings
Improvements other than building
Artwork
Right of way
Infrastructure
Equipment
Software development
Total depreciable assets
Accumulated depreciation and
amortization
Building
Improvements other than building
Artwork
Right of way
Infrastructure
Equipment
Software development
Total depreciation and amortization
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Increases

Balance
December 31,
2016

$

124,487

$

KING COUNTY WATER QUALITY ENTERPRISE FUND
NOTES TO FINANCIAL STATEMENTS
Note 6 – Changes in Capital Assets (continued)
Balance
January 1,
2015
Land
Easements
Construction work in progress
Total nondepreciable assets

$

242,993
11,720
282,785

Increases
$

10,542
3,143
138,085

Decreases
$

‐
‐
(100,910)

Balance
December 31,
2015
$

253,535
14,863
319,960

537,498

151,770

(100,910)

588,358

1,871,986
67,321
5,572
7,635
2,259,362
1,038,783
35,603

45,676
26,925
73
‐
‐
46,142
11

(2,422)
‐
‐
‐
(21,231)
(13,283)
‐

1,915,240
94,246
5,645
7,635
2,238,131
1,071,642
35,614

5,286,262

118,827

(36,936)

5,368,153

(606,698)
(23,263)
(668)
(709)
(483,397)
(560,247)
(25,911)

(50,901)
(2,730)
(206)
(218)
(47,367)
(58,569)
(3,963)

2,025
‐
‐
‐
114
12,716
‐

(655,574)
(25,993)
(874)
(927)
(530,650)
(606,100)
(29,874)

(1,700,893)

(163,954)

14,855

(1,849,992)

Depreciable assets ‐ net

3,585,369

(45,127)

(22,081)

3,518,161

Total capital assets ‐ net

$ 4,122,867

(122,991)

$ 4,106,519

Buildings
Improvements other than building
Artwork
Right of way
Infrastructure
Equipment
Software development
Total depreciable assets
Accumulated depreciation and
amortization
Building
Improvements other than building
Artwork
Right of way
Infrastructure
Equipment
Software development
Total depreciation and amortization

$

106,643

$

Note 7 – Environmental Remediation
Water Quality operations are subject to rules and regulations enacted by the Washington State
Department of Ecology (DOE) and the U.S. Environmental Protection Agency (EPA).
Water Quality follows GASB Statement No. 49, Accounting and Financial Reporting for Pollution
Remediation Obligations (GASB 49), which mandates the disclosure of “obligations to address current or
potential detrimental effects of existing pollution by participating in pollution remediation activities.”
GASB 49 establishes five events, any one of which obligates Water Quality to record a liability for
pollution remediation expenditures. Liabilities are related to ongoing projects, which include the
sediment management of aquatic habitats along Elliot Bay and the clean‐up of certain sites along the
Lower Duwamish Waterway (LDW). Environmental remediation costs that incurred prior to
implementation of GASB 49 were capitalized and amortized over 40 years.
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The Sediment Management Project was obligated when the Metropolitan King County Council approved
the pollution remediation program. The LDW project became a Water Quality obligation when King
County entered into an Administrative Order on Consent (AOC) with the DOE and EPA. This AOC also
includes The Boeing Company, the City of Seattle and the Port of Seattle as parties conduct the studies
on which to base the cleanup decision. Each party has agreed to pay one fourth of the costs under the
AOC.
Both projects may result in additional cleanup efforts as a result of future regulatory orders. These
potential cleanup liabilities cannot be currently estimated. Ongoing, regulatory action has identified and
may identify other Potentially Responsible Parties (PRP) for the LDW cleanup.
There are no estimated recoveries at this time that will reduce the amount of Water Quality’s pollution
remediation obligations. The total environmental remediation liability at December 31, 2016 stands at
$46.9 million and $52.3 million in 2015.
The pollution remediation obligation is an estimate and subject to changes resulting from price
increases or reductions, technology, or changes in applicable laws or regulations.
The methodology for estimating liabilities continues to be based on Water Quality engineering analysis,
program experience and cost estimates for the remediation activities scheduled to be undertaken in
future years as programmed under Water Quality’s Regional Wastewater Services Plan. Certain costs
were developed by consulting engineers. Costs were estimated using the expected cash flow method set
out by GASB 49. For the LDW project, a weighted average method is used to calculate the liability. The
Sediment Management Plan does not employ weighted average cost estimation because the remaining
work is well‐defined and negates the utility of multiple estimates. The cost estimates continue to be re‐
measured as succeeding benchmarks are reached or when cost assumptions are modified. All pollution
remediation obligations are being deferred as permitted by regulatory accounting standards (see Note 8
– Regulatory Assets and Credits).

Note 8 – Regulatory Assets and Credits
The King County Council has taken various regulatory actions resulting in differences between the
recognition of revenues for rate‐making purposes and their treatment under generally accepted
accounting principles for nonregulated entities. Changes to these balances and their inclusion in rates
may occur only at the direction of the Council.
Rate Stabilization – In 2005, the Council established a Rate Stabilization Reserve. This action created a
deferred inflow of resource which deferred operating revenue to be set aside in a reserve and
recognized in subsequent years to maintain stable sewer rates. The reserve was $46.3 million in 2015
and remains unchanged in 2016.
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Pollution Remediation – In 2006, the Council approved the application of regulatory accounting to
treat pollution remediation obligations as regulatory assets to allow for cost recovery through future
rate increases. The portion of regulatory asset costs that have been accrued is being amortized over a
recovery period of 30 years.
Rainwise Program – In 2013, the Council approved the application of regulatory accounting to treat
program payments to Rainwise participants as regulatory assets to allow for cost recovery through
future rate increases. The portion of regulatory asset costs that have been accrued is being amortized
over a recovery period of 7 years.

Note 9 – Employee Benefit Plans
In accordance with GASB Statement No. 68, Accounting and Financial Reporting for Pension, the County
elected to use June 30, 2016 and 2015, respectively, as the measurement date for reporting net pension
liability at 2016 and 2015 year‐end, respectively.
The following table represents the aggregate pension amounts allocated to Water Quality for all pension
plans subject to the requirements of GASB Statement No. 68 for the years 2016 and 2015 (in thousands):

Aggregate Pension Amounts—All Plans
2016
2015
Pension liabilities
Deferred outflows of resources
Deferred inflows of resources
Pension expense/expenditures

$
$
$
$

51,568
9,849
1,217
8,848

$
$
$
$

38,885
4,987
6,984
4,190

Pension Plans – Substantially all full‐time and qualifying part‐time employees of Water Quality
participate in one of the following retirement plans: Public Employees’ Retirement System (PERS) Plan
1, 2 and 3.
PERS is administered by the Washington State Department of Retirement Systems (DRS) under cost‐
sharing, multiple‐employer public employee defined benefit and defined contribution retirement plans.
The state Legislature establishes, and amends, laws pertaining to the creation and administration of all
statewide public retirement systems.
The DRS, a department within the primary government of the State of Washington, issues a publicly
available comprehensive annual financial report (CAFR) that includes financial statements and required
supplementary information for each plan.

37

KING COUNTY WATER QUALITY ENTERPRISE FUND
NOTES TO FINANCIAL STATEMENTS
Note 9 – Employee Benefit Plans (continued)
The DRS CAFR may be obtained by writing to:
Department of Retirement Systems
Communications Unit
P.O. Box 48380
Olympia, WA 98540‐8380
Or the DRS CAFR may be downloaded from the DRS website at www.drs.wa.gov.
Public Employees Retirement System – PERS members include elected officials; state employees;
employees of the Supreme, Appeals and Superior Courts; employees of the legislature; employees of
district and municipal courts; employees of local governments; and higher education employees not
participating in higher education retirement programs. PERS is comprised of three separate pension
plans for membership purposes. PERS plans 1 and 2 are defined benefit plans, and PERS plan 3 is a
defined benefit plan with a defined contribution component.
PERS Plan 1 provides retirement, disability and death benefits. Retirement benefits are determined as
two percent of the member’s average final compensation (AFC) times the member’s years of service. The
AFC is the average of the member’s 24 highest consecutive service months. Members are eligible for
retirement from active status at any age with at least 30 years of service, at age 55 with at least 25 years
of service, or at age 60 with at least five years of service. Members retiring from active status prior to the
age of 65 may receive actuarially reduced benefits. Retirement benefits are actuarially reduced to reflect
the choice of a survivor benefit. Other benefits include duty and non‐duty disability payments, an
optional cost‐of‐living adjustment (COLA), and a one‐time duty‐related death benefit, if found eligible by
the Department of Labor and Industries. PERS 1 members were vested after the completion of five years
of eligible service. The plan was closed to new entrants on September 30, 1977.
The PERS Plan 1 member contribution rate is established by State statute at 6 percent. The employer
contribution rate is developed by the Office of the State Actuary and includes an administrative expense
component that is currently set at 0.18 percent. Each biennium, the state Pension Funding Council
adopts Plan 1 employer contribution rates. The PERS Plan 1 required contribution rates (expressed as a
percentage of covered payroll) for 2016 and 2015 were as follows:
PERS Plan 1
Employer
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Employee

Actual contribution rates:
January through December 2016

11.18%

6.00%

January through June 2015
July through December 2015

9.21%
11.18%

6.00%
6.00%
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Water Quality’s actual contributions to the plan were as follows for the years ended December 31 (in
thousands):
PERS Plan 1

2016
2015
2014

$
$
$

77
78
88

PERS Plan 2/3 provides retirement, disability and death benefits. Retirement benefits are determined as
two percent of the member’s average final compensation (AFC) times the member’s years of service for
Plan 2 and 1 percent of AFC for Plan 3. The AFC is the average of the member’s 60 highest‐paid
consecutive service months. There is no cap on years of service credit. Members are eligible for
retirement with a full benefit at 65 with at least five years of service credit. Retirement before age 65 is
considered an early retirement. PERS Plan 2/3 members who have at least 20 years of service credit and
are 55 years of age or older, are eligible for early retirement with a benefit that is reduced by a factor
that varies according to age for each year before age 65. PERS Plan 2/3 members who have 30 or more
years of service credit and are at least 55 years old can retire under one of two provisions:


With a benefit that is reduced by three percent for each year before age 65; or



With a benefit that has a smaller (or no) reduction (depending on age) that imposes stricter return‐
to‐work rules.

PERS Plan 2/3 members hired on or after May 1, 2013 have the option to retire early by accepting a
reduction of five percent for each year of retirement before age 65. This option is available only to those
who are age 55 or older and have at least 30 years of service credit. PERS Plan 2/3 retirement benefits
are also actuarially reduced to reflect the choice of a survivor benefit. Other PERS Plan 2/3 benefits
include duty and non‐duty disability payments, a cost‐of‐living allowance (based on the CPI), capped at
three percent annually and a one‐time duty related death benefit, if found eligible by the Department of
Labor and Industries. PERS 2 members are vested after completing five years of eligible service. Plan 3
members are vested in the defined benefit portion of their plan after ten years of service; or after five
years of service if 12 months of that service are earned after age 44.
PERS Plan 3 defined contribution benefits are totally dependent on employee contributions and
investment earnings on those contributions. PERS Plan 3 members choose their contribution rate upon
joining membership and have a chance to change rates upon changing employers. As established by
statute, Plan 3 required defined contribution rates are set at a minimum of 5 percent and escalate to
15 percent with a choice of six options. Employers do not contribute to the defined contribution
benefits. PERS Plan 3 members are immediately vested in the defined contribution portion of their plan.
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The PERS Plan 2/3 employer and employee contribution rates are developed by the Office of the State
Actuary to fully fund Plan 2 and the defined benefit portion of Plan 3. The Plan 2/3 employer rates
include a component to address the PERS Plan 1 UAAL and an administrative expense that is currently
set at 0.18 percent. Each biennium, the state Pension Funding Council adopts Plan 2 employer and
employee contribution rates and Plan 3 contribution rates. The PERS Plan 2/3 required contribution
rates (expressed as a percentage of covered payroll) for 2016 and 2015 were as follows:

PERS Plan 2/3
Actual contribution rates:
January through December 2016
2016 Employee PERS Plan 3
January through June 2015
July through December 2015
2015 Employee PERS Plan 3

Employer 2/3

Employee 2

11.18%

6.12%
Varies

9.21%
11.18%

6.00%
6.00%
Varies

Water Quality’s actual contributions to the plan were as follows for the years ended December 31 (in
thousands):

PERS Plans 2/3
2016
2015
2014

$
$
$

6,717
5,705
5,020

Actuarial Assumptions – The total pension liability (TPL) for each of the DRS plans was determined
using the most recent actuarial valuation completed in 2016 with a valuation date of June 30, 2015. The
actuarial assumptions used in the valuation were based on the results of the Office of the State Actuary’s
(OSA) 2007‐2012 Experience Study.
Additional assumptions for subsequent events and law changes are current as of the 2015 actuarial
valuation report. The TPL was calculated as of the valuation date and rolled forward to the
measurement date of June 30, 2016. Plan liabilities were rolled forward from June 30, 2015, to June 30,
2016, reflecting each plan’s normal cost (using the entry‐age cost method), assumed interest and actual
benefit payments.


Inflation: 3% total economic inflation; 3.75% salary inflation



Salary increases: In addition to the base 3.75% salary inflation assumption, salaries are also
expected to grow by promotions and longevity.



Investment rate of return: 7.5%
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Mortality rates were based on the RP‐2000 report’s Combined Healthy Table and Combined Disabled
Table, published by the Society of Actuaries. The OSA applied offsets to the base table and recognized
future improvements in mortality by projecting the mortality rates using 100 percent Scale BB.
Mortality rates are applied on a generational basis; meaning, each member is assumed to receive
additional mortality improvements in each future year throughout his or her lifetime.
There were minor changes in methods and assumptions since the last valuation.


For all systems, except Law Enforcement Officers’ and Fire Fighters’ Retirement System (LEOFF)
Plan 2, the assumed valuation interest rate was lowered from 7.8% to 7.7%. Assumed
administrative factors were updated.



Valuation software was corrected on how the nonduty disability benefits for LEOFF Plan 2 active
members is calculated.



New LEOFF Plan 2 benefit definitions were added within the OSA valuation software to model
legislation signed into law during the 2015 legislative session.

Discount Rate – The discount rate used to measure the total pension liability for all DRS plans was
7.5 percent.
To determine that rate, an asset sufficiency test included an assumed 7.7 percent long‐term discount
rate to determine funding liabilities for calculating future contribution rate requirements. Consistent
with the long‐term expected rate of return, a 7.5 percent future investment rate of return on invested
assets was assumed for the test. Contributions from plan members and employers are assumed to
continue being made at contractually required rates (including PERS 2/3 employers, whose rates
include a component for the PERS 1 plan liabilities). Based on these assumptions, the pension plans’
fiduciary net position was projected to be available to make all projected future benefit payments of
current plan members. Therefore, the long‐term expected rate of return of 7.5 percent was used to
determine the total liability.
Long‐Term Expected Rate of Return – The long‐term expected rate of return on the DRS pension plan
investments of 7.5 percent was determined using a building‐block‐method. The Washington State
Investment Board (WSIB) used a best estimate of expected future rates of return (expected returns, net
of pension plan investment expense, including inflation) to develop each major asset class. Those
expected returns make up one component of WSIB’s capital market assumptions. The WSIB uses the
capital market assumptions and their target asset allocation to simulate future investment returns at
various future times. The long‐term expected rate of return of 7.5 percent approximately equals the
median of the simulated investment returns over a 50‐year time horizon.
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Estimated Rates of Return by Asset Class – Best estimates of arithmetic real rates of return for each
major asset class included in the pension plan’s target asset allocation as of June 30, 2016, are
summarized in the table below. The inflation component used to create the table is 2.2 percent and
represents the WSIB’s most recent long‐term estimate of broad economic inflation.

% Long‐Term
Expected Real
Rate of Return
Arithmetic

Target
Allocation

Asset Class
Fixed income
Tangible assets
Real estate
Global equity
Private equity

20.00%
5.00%
15.00%
37.00%
23.00%
100.00%

1.70%
4.40%
5.80%
6.60%
9.60%

Sensitivity of NPL – The table below presents Water Quality’s proportionate share of the net pension
liability calculated using the discount rate of 7.5 percent, as well as what Water Quality’s proportionate
share of the net pension liability/(asset) would be if it were calculated using a discount rate that is 1‐
percentage point lower (6.5 percent) or 1‐percentage point higher (8.5 percent) than the current rate
(in thousands).

Pension
Plan

1% Decrease
(6.5%)

Current Discount
Rate (7.5%)

1% Increase
(8.5%)

PERS 1
PERS 2/3

$
$

23,099
59,679

$
$

19,155
32,413

$
$

15,761
(16,873)

PERS 1
PERS 2/3

$
$

20,644
64,119

$
$

16,956
21,929

$
$

13,785
(10,376)

Pension Plan Fiduciary Net Position – Detailed information about the State’s pension plans’ fiduciary
net position is available in the separately issued DRS financial report.
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows
of Resources Related to Pensions – At June 30, 2016 and 2015, Water Quality reported a total pension
liability of $51.6 million and $38.9 million, respectively, for its proportionate share of the net pension
liabilities as follows (in thousands):

Liability
PERS 1
PERS 2/3
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2016

2015

$ 19,155
$ 32,413

$ 16,956
$ 21,929
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At June 30, Water Quality’s proportionate share of the collective net pension liabilities was as follows:

PERS 1
PERS 2/3

PERS 1
PERS 2/3

Proportionate
Share 6/30/15

Proportionate
Share 6/30/16

Change in
Proportion

0.32%
0.61%

0.36%
0.64%

0.04%
0.03%

Proportionate
Share 6/30/14

Proportionate
Share 6/30/15

Change in
Proportion

0.33%
0.62%

0.32%
0.61%

(0.01%)
(0.01%)

Employer contribution transmittals received and processed by the DRS for the fiscal year ended June 30
are used as the basis for determining each employer’s proportionate share of the collective pension
amounts reported by the DRS in the Schedules of Employer and Nonemployer Allocations for all plans
except Law Enforcement Officers’ and Fire Fighters’ Retirement System (LEOFF) Plan 1.
The collective net pension liability was measured as of June 30, 2016 and 2015, respectively, and the
actuarial valuation date on which the total pension liability is based was as of June 30, 2015 and 2014,
respectively, with update procedures used to roll forward the total pension liability to the measurement
date.
Pension Expense – For the year ended December 31, 2016 and 2015, Water Quality recognized pension
expense as follows (in thousands):
Pension Expense
2016
2015
PERS 1
PERS 2/3

$

760
8,088

Total

$ 8,848

$

(945)
5,135

$ 4,190
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Deferred Outflows of Resources and Deferred Inflows of Resources – At December 31, 2016 and
2015, Water Quality reported deferred outflows of resources and deferred inflows of resources related
to pensions from the following sources (in thousands):

Deferred
Outflows of
Resources

PERS 1
Net difference between projected and
actual investment earnings on pension
plan investments.

$

Contributions subsequent to the
measurement date.
Total

482

Deferred
Inflows of
Resources

$

1,489

Deferred
Outflows of
Resources

PERS 2/3
$

Net difference between projected and
actual investment earnings on pension
plan investments.

$

‐
$

2016

1,726

Deferred
Outflows of
Resources

‐

1,007
$

Difference between expected and
actual experience.

2016

$

‐

‐

$

Deferred
Inflows of
Resources

928

901
$

Deferred
Inflows of
Resources

901

Deferred
Outflows of
Resources

1,070

2015

$

‐
$

2015

2,331

$

928

Deferred
Inflows of
Resources
‐

3,967

‐

35

5,854

Changes of assumptions

335

‐

‐

‐

Changes in proportion and differences
between contributions and
proportionate share of contributions.

462

147

‐

202

1,870

‐

1,720

‐

Contributions subsequent to the
measurement date.
Total
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$

8,360

$

1,217

$

4,086

$

6,056
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Deferred outflows of resources related to pensions resulting from Water Quality’s contributions
subsequent to the measurement date will be recognized as a reduction of the net pension liability in the
year ended December 31, 2017 and 2016, respectively. Other amounts reported as deferred outflows
and deferred inflows of resources related to pensions will be recognized in pension expense as follows
(in thousands):

2016
Year Ending December 31,
2017
2018
2019
2020

PERS 1
$
$
$
$

PERS 2/3

(119)
(119)
443
277

$
$
$
$

106
106
3,153
1,908

2015
Year Ending December 31,
2016
2017
2018
2019

PERS 1
$
$
$
$

(360)
(360)
(360)
152

PERS 2/3
$
$
$
$

(1,649)
(1,649)
(1,649)
1,257

Note 10 – Other Post‐Employment Benefits
GASB Statement No. 45, Accounting and Financial Reporting by Employers for Postemployment Benefits
Other Than Pension, requires the County to accrue other post‐employment benefits (OPEB) expenses
related to its post‐retirement healthcare plan based on a computed annual required contribution (ARC)
that includes the current period’s service cost and an amount to amortize unfunded accrued liabilities.
The liability is included in noncurrent liabilities on the statements of net position for Water Quality.
Plan Description – The King County Health Plan (the Health Plan) is a single‐employer defined benefit
healthcare plan administered by the County. The Health Plan provides medical, prescription drug,
vision, and other unreimbursed medical benefits to eligible employees. The Health Plan’s actuary is
Healthcare Actuaries and it does not issue a separate stand‐alone financial report.
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Funding Policy – Law Enforcement Officers’ and Fire Fighters’ Retirement System Plan (LEOFF) 1
retirees are not required to contribute to the Health Plan. All other retirees are required to pay the
COBRA rate associated with the elected plan. Water Quality contributed an estimated $74 thousand each
year to the Health Plan during both 2016 and 2015. The contribution was entirely to fund “pay‐as‐you‐
go” costs under the Health Plan and not to advance fund the cost of benefits.
Annual OPEB and Net OPEB Obligation – The basis of the County’s annual OPEB cost (expense) is the
ARC. The ARC represents a level of funding that, if paid on an ongoing basis, the actuary projects will
cover normal costs each year and amortize any unfunded actuarial liabilities (or funding excess) over a
period not to exceed thirty years.
Water Quality’s allocated annual OPEB costs, the percentage of annual OPEB cost contributed to the
Health Plan, and the net OPEB obligation for the years ended December 31, 2016 and 2015 were as
follows (in thousands):

2016
Normal cost ‐ Unit Credit Method
Amortization of unfunded actuarial accrued liability (UAAL)

$

2015
164
32

$

165
32

Annual Required Contribution (ARC)
Interest on net OPEB obligation
Adjustment to annual required contribution

196
5
(11)

197
5
(12)

Annual OPEB cost (expense)
Contributions made

190
(74)

190
(74)

Increase in net OPEB obligation
Net OPEB obligation ‐ beginning of year

116
1,467

Net OPEB obligation ‐ end of year

$

1,583

116
1,351
$

1,467

Water Quality’s allocated annual OPEB costs, the percentage of annual OPEB costs contributed to the
Health Plan, and the net OPEB obligation were as follows (in thousands):

Annual
OPEB Cost

Year Ended
12/31/2016
12/31/2015
12/31/2014
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$
$
$

190
190
219

Percentage of
Annual OPEB Cost
Contributed
38.9%
38.9%
29.0%

Net OPEB
Obligation
$
$
$

1,583
1,467
1,351
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Actuarial Methods and Assumptions – The basis of projections of benefits for financial reporting
purposes is the substantive plan (the Health Plan as understood by the County and members of the
Health Plan) and include the types of benefits provided at the time of each valuation and the historical
pattern of sharing of benefit costs between the County and Members of the Health Plan members to that
point. The actuarial methods and assumptions used include techniques that are designed to reduce the
effects of short‐term volatility in actuarial accrued liabilities and the actuarial value of assets, consistent
with the long‐term perspective of the calculations.
The December 31, 2016 valuation used the projected unit credit actuarial cost method. The actuarial
assumptions included a 2.5 percent investment rate of return (net of administrative expenses) and an
initial annual health care cost trend rate of 7.0 percent for KingCare medical, 9.0 percent for KingCare
pharmacy, and 7.0 percent for HMO medical/pharmacy, each reduced by decrements to an ultimate rate
of 3.8 percent after 59 years and 7 years for medical and pharmacy, respectively. The Medicare Premium
trend rate is 6.0 percent, for all years. All trend rates include a 3.0 percent inflation assumption. The
UAAL is recalculated each year and amortized as a level dollar amount on an open basis over 22 years.

Note 11 – Interfund Balances and Transfers
Water Quality is an enterprise fund of the County and reports in its financial statements interfund
balances and transfers as a result of intracounty activity with other County agencies.
Interfund Balances – The balances result from the time lag between the dates when interfund goods
and services were provided or reimbursable expenditures incurred and when interfund payments were
made, Water Quality reported total due from other funds of $1.3 million and due to other funds of $16
thousand at December 31, 2016. Water Quality had $1.2 million due from other funds and due to other
funds of $111 thousand at December 31, 2015.
Interfund Transfers – The King County Council approves ordinances and/or motions authorizing
Water Quality to contribute and receive amounts to and from various County funds. During 2016 and
2015, the transfers from Water Quality to other funds were $150 thousand and $115 thousand,
respectively.

Note 12 – Commitments and Contingencies
Construction and Maintenance Programs – To ensure the continued operation, reliability, and
compliance with regulatory standards of existing wastewater treatment facilities, Water Quality is
committed to expending approximately $54.4 million on active construction contracts as of
December 31, 2016.
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Contingencies and Claims – The following litigation, or potential litigation, may involve claims for
material damages against the King County Water Quality Enterprise Fund for which Water Quality is
unable to provide an opinion as to the ultimate outcome or the amount of damages that may be found:


An administrative order issued by the Environmental Protection Agency (EPA) that required King
County, the City of Seattle, Boeing, and the Port of Seattle to conduct studies to determine the nature
and extent of contamination in the Lower Duwamish Waterway. The County and the other three
parties recently agreed with EPA to amend the administrative order and to conduct additional
studies pursuant to the amendment. The Feasibility Study, which discusses the remediation
alternatives, has been issued in final form by EPA. EPA issued a Record of Decision (ROD) in the
latter part of 2014. The ROD contains EPA’s final plan for cleanup of the Lower Duwamish
Waterway. King County and a number of other parties are participating in an alternative dispute
resolution process, called an allocation, to determine shares of liability for the costs of the cleanup. If
parties that participate in the allocation accept their allotted shares, they then expect to enter into a
settlement agreement and to negotiate a consent decree with EPA to implement the cleanup. Due to
the fact that the parties do not yet know their respective shares of cleanup costs and no consent
decree has been negotiated with EPA, the County is unable to determine the schedule or cost of any
required remediation. In addition, the County is unable to determine the extent to which King
County and the Wastewater Treatment Division (WTD) or Water Quality will be responsible for the
cost of such remediation.



A potential requirement for more cleanup in the area contaminated when the Denny Way combined
sewer outflow was replaced in 2005. Water Quality has already performed interim cleanup costing
$3.6 million to comply with a formal agreement with the Washington State Department of Ecology
(DOE). Water Quality is preparing a draft Cleanup Action Plan in anticipation of final cleanup being
required for the site. Water Quality’s proposed remedy would be subject to discussions with and
approval by DOE. The County is unable to determine an amount, if any, for which Water Quality may
be responsible.



Potential claims for past and future cleanup costs at the Harbor Island Superfund Site. Certain
removal costs already incurred by the Port of Seattle are expected to be defrayed by the County and
the City of Seattle. The City of Seattle, Port of Seattle and King County intend to negotiate the
amount, if any, that the City and the County will contribute. This is an extremely complex negotiation
for which the County is unable to determine an amount that Water Quality may be responsible for, if
any. The parties have also agreed to share the cost of a supplemental investigation and feasibility
study required by the EPA. The agreement states that Water Quality has only a one‐third pro rata
share of the study costs although that portion may still be reallocated among the parties or with
other Potentially Responsible Parties (PRP) who may agree to participate in the study. The parties
may also seek contribution from other PRP’s for the cost of the study. The EPA will not determine if,
or the nature of, any additional remediation until the study is completed. Further remediation costs
cannot be reasonably estimated until the study has been completed. The County and three other
PRPs have negotiated a memorandum of agreements to implement a search for other responsible
parties.
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Water Quality has undertaken a capital project to replace a major sewer pipe running under the Ship
Canal between Fremont and Queen Anne. The contractor has submitted a claim to perform the south
shaft excavation for the exit shaft for the tunnel boring machine that will bore under the Ship Canal
from Fremont across the canal to Queen Anne, in the vicinity of Seattle Pacific University and the
King County Laboratory. The amount the contractor claims for itself and the subcontractor is
$1.4 million. The builder risk insurer is adjusting a claim for the repair costs.



A series of requests for change orders and claims for damages from the prime contractor for the
Brightwater Treatment Plant central conveyance system alleging differing site conditions and
defective specifications. The County vigorously defended against the claims and filed suit alleging
contract default by the contractor for failure to complete the contract work within time limits. The
County received a jury verdict of $155 million on December 21, 2012. The contractor received a
verdict of $26.2 million. Rulings on post‐trial motions were issued on April 19, 2013, leaving in place
the verdict amounts. The rulings also awarded the County additional $14.7 million for its legal costs.
While the contractor has paid the net judgment amount, it continued to appeal the judgment to the
Court of Appeals who affirmed the superior court decision. On January 28, 2016, the contractor
petitioned the Washington Supreme Court for review of the defective specification ruling, and the
surety defendants petitioned for review of the attorney fees award. The County answered the
petition advocating denial of review because the trial court rulings on both issues are consistent
with Washington precedent. Amici briefs were submitted by the contractor and industry trade
groups on behalf of the contractor. The Washington Supreme Court denied the contractor’s petition
for review but accepted review of the petition on legal costs. The County is awaiting a decision in
regards to the legal costs. Water Quality recognized $133.6 million as other nonoperating revenue
during 2016.



A lawsuit filed by a contractor over contractual penalties of approximately $736 thousand that
Water Quality withheld from payment to the contractor for defective installation of the four new
centrifuges. The claim seeks $1.9 million. Water Quality will file an answer and counterclaim for
damages in addition to the withheld liquidated damages for delay and the penalties for non‐
compliant centrifuge performance.



A claim submitted by a contractor against Water Quality over the project to repair and replace two
miles of pipeline serving the rapidly developing area in the vicinity of Canyon Park. The project is
subject to an agreement with DOE that mandates a bypass system be constructed if this capital
project was not completed by the onset of the 2016 wet season. The contractor has submitted a
request for change order based on its assertion that the contract dewatering and open‐faced shield
tunneling specifications are defective. The amount claimed for costs for additional work at this time
is approximately $1.5 million. Water Quality found the contractor in default, terminated the
contract, made demand upon the performance bond surety, and procured a $20 million completion
contract. Water Quality’s additional costs to complete the project and consequential damages, and
the contractor’s counterclaims will be addressed in the lawsuit. The contractor filed a second
lawsuit in Snohomish County Superior Court to enjoin the default termination. This lawsuit was
dismissed and the contractor is appealing that decision to Division One of the Court of Appeals.
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In February 2017, Water Quality deposited cash in an irrevocable escrow to defease $5.1 million of
outstanding 2008 and 2009 sewer revenue bonds. With the defeasance of these bonds, revised
covenants in the bond ordinance that establish the minimum ratings for surety bonds that the County
may use as qualified investments in lieu of cash in the Bond Reserve have become effective.
On February 9, 2017, the West Point Treatment Plant received catastrophic damage from a massive
inflow of combined stormwater and sewage when a power surge disabled pumps and a critical overflow
valve malfunctioned resulting in flooding the plant. It also resulted in engagement of the emergency
bypass function routing untreated flow volumes past the treatment processes of the plant and directly
into Puget Sound. Water Quality management reported the incident to the DOE immediately and
continue to update the agency on operational conditions and permit compliance. The loss comes under
the terms of insurance coverage with a $250 thousand deductible and a maximum loss recovery of $250
million per occurrence. Water Quality management is working with insurance carriers to document and
recover costs related to the incident. Restoration of primary and secondary treatment back to normal
operation is Water Quality’s top priority and is anticipated by April 30, 2017.
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PENSION PLAN INFORMATION

Schedule of the County's Proportionate Share of the Net Pension Liability
Public Employees' Retirement System (PERS) Plan 1
Measurement Date of June 30*
(dollars in thousands)

County's proportion of the net pension liability/(asset)

2016

2015

8.90%

8.76%

County's proportionate share of the net pension liability/(asset)

$

477,871 $

458,477

County's covered‐employee payroll

$

18,793 $

20,440

County's proportionate share of the net pension liability/(asset)
as a percentage of covered‐employee payroll
Plan fiduciary net position as a percentage of the total
pension liability/(asset)

2542.81%

2243.04%

57.03%

59.10%

*This schedule is to be built prospectively until it contains ten years of data.

Schedule of the County's Proportionate Share of the Net Pension Liability
Public Employees' Retirement System (PERS) Plan 2/3
Measurement Date of June 30*
(dollars in thousands)

County's proportion of the net pension liability/(asset)

2016

2015

10.52%

10.36%

County's proportionate share of the net pension liability/(asset)

$

529,855 $

370,294

County's covered‐employee payroll

$

953,254 $

933,304

County's proportionate share of the net pension liability/(asset)
as a percentage of covered‐employee payroll

55.58%

39.68%

Plan fiduciary net position as a percentage of the total
pension liability/(asset)

85.82%

89.20%

*This schedule is to be built prospectively until it contains ten years of data.
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Schedule of County's Contributions
Public Employees' Retirement System (PERS) Plan 1
Fiscal Year Ended December 31*
(dollars in thousands)
2016
Contractually required contribution
Contributions in relation to the contractually
required contribution
Contribution deficiency (excess)
Covered‐employee payroll
Contributions as a percentage of covered‐
employee payroll

2015

$

1,901 $

2,076

$

1,901
‐ $

2,076
‐

$

17,003 $

20,440

11.18%

10.16%

*This schedule is to be built prospectively until it contains ten years of data.

Schedule of County's Contributions
Public Employees' Retirement System (PERS) Plan 2/3
Fiscal Year Ended December 31*
(dollars in thousands)
2016
Contractually required contribution
Contributions in relation to the contractually
required contribution
Contribution deficiency (excess)
Covered‐employee payroll
Contributions as a percentage of covered‐
employee payroll

2015

$

109,269 $

95,176

$

109,269
‐ $

95,176
‐

$

977,342 $

933,304

11.18%

10.20%

*This schedule is to be built prospectively until it contains ten years of data.
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Schedule of Funding Progress for the Plan
(in thousands)

Year
2014
2015
2016

Actuarial
Valuation Date
12/31/2014
12/31/2015
12/31/2016

Actuarial
Accrued
Liability (AAL) ‐
Unit Credit
(b)

Actuarial
Value of
Assets
(a)
$
$
$

‐
‐
‐

$
$
$

167,420
167,417
167,417

Unfunded AAL
(UAAL)
(b – a)
$
$
$

167,420
167,417
167,417

Funded
Ratio
(a ÷ b)
‐
‐
‐

Covered
Payroll
(c)
$
$
$

1,073,511
1,076,068
1,121,961

UAAL as a
Percentage of
Covered Payroll
((b – a) ÷ c)
15.6%
15.6%
14.9%
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KING COUNTY WATER QUALITY ENTERPRISE FUND
SUPPLEMENTAL INFORMATION
SUPPLEMENTAL SCHEDULE OF NET REVENUES
AVAILABLE FOR DEBT SERVICE (UNAUDITED)
YEAR ENDED DECEMBER 31, 2016
Water Quality is obligated by applicable bond ordinances to set sewage disposal rates at a level
adequate to provide net revenue equal to at least 1.15 times the annual debt service requirements for
sewer revenue and general obligation bonds payable from revenues of Water Quality. It is an adopted
policy of Water Quality to achieve a debt service coverage ratio of 1.25.
Coverage (1.15 required by covenant, adopted policy 1.25)

1.55

In 2001, Water Quality adopted a new debt service target of 1.15 times the annual debt service for
bonds, obligations, notes, and loans of Water Quality.
Coverage (1.15 adopted target)

1.41

Water Quality is required to generate revenues sufficient to pay all costs of operation of the sewage
treatment system and debt service on obligations of Water Quality.
Coverage (1.00 required by covenant)

1.32

In 2001, Water Quality issued an additional tier of revenue bonds. The bond covenants of the Junior Lien
Variable Rate Demand Sewer Revenue Bonds, Series 2001A and Series 2001B, require that sewage
disposal rates provide net revenue equal to at least 1.10 times the annual debt service requirements for
all Junior Lien obligations after payment of senior lien requirements. In 2010, Water Quality issued
Multi‐Modal Limited Tax General Obligation Sewer Revenue Bonds, series 2010A and 2010B which
incorporate the identical requirement as Junior Lien obligations. In 2011 and 2012, Water Quality issued
$100M of Junior Lien Variable Rate Demand Sewer Revenue Bonds which incorporate the identical
requirement as Junior Lien obligations. In 2016, Water Quality issued $100M of Junior Lien Variable
Rate Sewer Revenue Bonds which incorporate the identical requirement as Junior Lien obligations.
Coverage (1.10 required by covenant)

31.45
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SUMMARY OF KING COUNTY’S INVESTMENT POLICY

Additional discussion of recent developments pertaining to the King County Investment Pool can
be found under “King County—King County Investment Pool” in the body of this Official
Statement.
The Treasury Operations Section of the King County Finance and Business Operations Division
administers the County’s investments. Under Section 4.10 of the County Code, the Executive
Finance Committee (the “Committee”) oversees the County’s investment practices. The
Committee consists of the Chair of the County Council or his or her designee, the County
Executive or his or her designee, the Chief Budget Officer, and the County Director of the
Finance and Business Operations Division.
The County’s own funds are invested in the County’s Residual Investment Pool (the “Investment
Pool”). All investments of County funds are subject to written policies and procedures adopted
by the Committee. The Committee reviews the performance of the Investment Pool on a
monthly basis.
In addition to investing the County’s own funds, the Treasury Operations Section also invests the
funds of approximately 100 special purpose districts within the County for which the Treasury
Operations Section serves as treasurer, including all school districts, fire protection districts,
water districts, sewer districts, and hospital districts. Each district has the option either to invest
in the Investment Pool or to direct the term and amount of each of its investments. To participate
in the Investment Pool, a district must sign an inter-local agreement that governs its participation
in the Investment Pool, and, to exit the Investment Pool, a district must provide the required
notice prior to its anniversary date. The Treasury Operations Section selects the particular
investment instruments.
The Investment Pool must maintain an effective duration of 1.5 years or less and 40% of its total
value must be held in securities that mature within one year. As of June 30, 2017, the
Investment Pool had a balance of $6.8 billion and an effective duration of 1.06 years, and 55.5%
of the portfolio had a maturity of one year or less.
Under State law and the County’s current investment policy, subject to certain minimum credit
and maximum maturity limitations as described therein, the County may invest in the following
instruments:
(i)

up to 100% of the portfolio in U.S. Treasury or U.S. Agency securities;

(ii)

up to 25% of the portfolio in certificates of deposit (“CDs”) with institutions that are
public depositaries in the State of Washington with a maximum of 5% per issuer across
investment types;

(iii)

up to 25% of the portfolio in bankers’ acceptances with a maximum of 5% per issuer
across investment types;

(iv)

up to 100% of the portfolio in repurchase agreements, with a maximum of 25% exposure
to any one repo counterparty, provided that the underlying security must be a U.S.
Treasury or U.S. Agency and all underlying securities are held by a third party;
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(v)

up to 25% in commercial paper and corporate notes with a maximum of 5% per issuer
across investment types;

(vi)

up to 20% in general obligation municipal bonds with a maximum of 5% per issuer;

(vii)

up to 25% in mortgage-backed securities issued by agencies of the U.S. Government
which pass the Federal Financial Institutions Examination Council (“FFIEC”) suitability
test that banks use to determine lowest risk securities; and

(viii) up to 25% in the State’s Local Government Investment Pool.
The combined total of repurchase agreements greater than overnight, bankers’ acceptances, CDs,
commercial paper, and corporate notes must not exceed 50% of Investment Pool assets. The
County currently does not purchase structured notes or inverse floating rate notes, and has no
intention of doing so in the near future.
The County’s entire investment policy is located on the County’s website at the following link:
www.kingcounty.gov/operations/Finance/Treasury/InvestmentPool.aspx
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DEMOGRAPHIC AND ECONOMIC INFORMATION

King County is the largest county in the State of Washington (the “State”) in population, number
of cities and employment, and the fourteenth most populous county in the United States. Of the
State’s population, nearly 30% reside in King County, and of the County’s population, 33% live
in the City of Seattle (“Seattle”). Seattle is the largest city in the Pacific Northwest, the County
seat, and the center of the County’s economic activity. Bellevue is the State’s fifth largest city
and the second largest in the County, and is the center of the County’s eastside business and
residential area.
Population
Historical and current population figures for the State, the County, and Seattle are given below.
POPULATION

Year

(1) Source:
(2) Source:

Washington

King County

(1)

Seattle

1980
1990 (1)
2000 (1)
2010 (1)

4,130,163
4,866,692
5,894,121
6,724,540

1,269,749
1,507,319
1,737,034
1,931,249

493,846
516,259
563,374
608,660

2013 (2)
2014 (2)
2015 (2)
2016 (2)
2017 (2)

6,882,400
6,968,170
7,061,410
7,183,700
7,310,300

1,981,900
2,017,250
2,052,800
2,105,100
2,153,700

626,600
640,500
662,400
686,800
713,700

U.S. Department of Commerce, Bureau of Census
State of Washington, Office of Financial Management

Per Capita Income
The following table presents per capita personal income for the Seattle Metropolitan Division
(the cities of Seattle, Bellevue, and Everett), the County, the State, and the U.S.
PER CAPITA INCOME

Seattle MD
King County
State of Washington
U.S.

2011

2012

2013

2014

2015

$ 53,931
57,837
43,878
41,560

$ 56,267
60,090
46,045
43,735

$ 58,483
62,770
47,717
44,765

$ 62,481
68,877
49,610
46,049

$ 65,187
72,530
51,898
48,112

Source: U.S. Bureau of Economic Analysis, U.S. Department of Commerce
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Construction
The table below lists the value of housing construction for which building permits have been
issued by entities within the County. The value of public construction is not included in this
table.
KING COUNTY
RESIDENTIAL BUILDING PERMIT VALUES

Year
2012
2013
2014
2015
2016

New Single Family Units
Number
Value($)
3,864
$ 1,133,343,731
4,419
1,419,065,243
4,215
1,478,116,875
4,010
1,539,049,136
4,254
1,616,722,532

New Multi-Family Units
Number
Value($)
7,750
$ 1,118,023,021
7,858
1,053,237,846
10,488
1,478,117,263
14,527
2,227,509,189
13,445
1,759,255,696

2016(1)
2,749
1,037,054,946
2017(1)
2,654
1,018,590,067
(1) Through July.
Source: U.S. Bureau of the Census

6,212
6,164

788,295,596
893,682,242

Retail Activity
The following table presents taxable retail sales in King County and Seattle.
KING COUNTY AND SEATTLE
TAXABLE RETAIL SALES

Year

King County

Seattle

2011
2012
2013
2014
2015

$ 40,846,118,928
43,506,804,227
46,601,198,766
49,638,174,066
54,890,159,770

$ 15,751,585,856
17,162,539,275
18,258,200,683
19,995,171,842
22,407,443,037

2016(1)
2017(1)

$ 13,378,793,026
14,094,314,668

$ 5,480,078,811
5,829,963,492

(1) Through first quarter.
Source: Washington State Department of Revenue and Quarterly Business Review

F-4

Total Value($)
$ 2,251,366,752
2,472,303,089
2,880,006,794
3,766,558,325
3,375,978,228
1,825,350,542
1,912,272,309

Industry and Employment
The following table presents major Puget Sound-area employers and their State-wide
employment data in 2015.
PUGET SOUND AREA
MAJOR EMPLOYERS

Employer
The Boeing Company
Joint Base Lewis-McChord
Navy Region Northwest
Microsoft Corp.
Amazon.com Inc.
University of Washington
Wal-Mart Stores, Inc.
Providence Health & Services
Fred Meyer Stores
King County Government
City of Seattle
Starbucks Corp.
CHI Franciscan Health System
Nordstrom Inc.
Costco Wholesale Corp.
(1) Does not include part-time or seasonal employment figures.
(2) Source: King County. Figure includes temporary workers.
(3) Source: City of Seattle. Figure includes temporary workers.
Source: Puget Sound Business Journal Book of Lists, 2017
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Employees
78,200
58,100
46,700
43,600
24,000
23,600
19,500(1)
17,700
15,500
14,700(2)
13,700(3)
12,600
11,800
10,900
10,500(1)

KING COUNTY
RESIDENT CIVILIAN LABOR FORCE AND EMPLOYMENT
AND NONAGRICULTURAL WAGE AND SALARY EMPLOYMENT(1)
Annual Average

Civilian Labor Force
Total Employment
Total Unemployment
Percent of Labor Force
NAICS INDUSTRY
Total Nonfarm
Total Private
Goods Producing
Mining and Logging
Construction
Manufacturing
Service Providing
Trade, Transportation, and Utilities
Information
Financial Activities
Professional and Business Services
Educational and Health Services
Leisure and Hospitality
Other Services
Government
Workers in Labor/Management Disputes

2012

2013

2014

2015

2016

1,129,670
1,055,000
74,670
6.6%

1,139,610
1,079,950
59,660
5.2%

1,158,230
1,104,930
53,300
4.6%

1,178,606
1,128,497
50,109
4.3%

1,208,334
1,160,734
47,600
3.9%

2012

2013

2014

2015

2016

1,196,042
1,030,608
154,283
425
50,625
103,225
1,041,758
216,167
81,017
68,850
192,525
159,275
114,850
43,642
165,433
0

1,237,217
1,069,975
162,508
458
55,883
106,167
1,074,708
225,167
82,617
70,892
201,042
162,633
120,575
44,542
167,242
0

1,278,033
1,108,425
168,283
458
60,792
107,025
1,109,750
235,758
85,583
72,000
207,933
167,983
124,883
46,000
169,608
0

1,311,575
1,137,442
174,908
575
66,800
107,542
1,136,667
244,433
89,058
69,675
215,733
167,008
130,108
46,517
174,133
0

1,358,517
1,180,175
176,800
500
70,833
105,475
1,181,717
254,642
95,967
70,758
222,667
174,592
136,425
48,325
178,342
0

July 2017
Civilian Labor Force
Total Employment
Total Unemployment
Percent of Labor Force

1,224,298
1,179,997
44,301
3.6%

(1) Columns may not add to totals due to rounding.
Source: Washington State Employment Security Department
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BOOK-ENTRY SYSTEM

The following information has been provided by the Depository Trust Company, New York, New
York (“DTC”). The County makes no representation regarding the accuracy or completeness
thereof, or for the absence of material changes in such information subsequent to the date
hereof. Beneficial Owners (as hereinafter defined) should therefore confirm the following with
DTC or the Participants (as hereinafter defined).
1.

The Depository Trust Company (“DTC”), New York, NY, will act as securities
depository for the securities (the “Securities”). The Securities will be issued as fullyregistered securities registered in the name of Cede & Co. (DTC’s partnership nominee)
or such other name as may be requested by an authorized representative of DTC. One
fully-registered Security certificate will be issued for [each issue of] the Securities,
[each] in the aggregate principal amount of such issue, and will be deposited with DTC.
[If, however, the aggregate principal amount of [any] issue exceeds $500 million, one
certificate will be issued with respect to each $500 million of principal amount, and an
additional certificate will be issued with respect to any remaining principal amount of
such issue.]

2.

DTC, the world’s largest securities depository, is a limited-purpose trust company
organized under the New York Banking Law, a “banking organization” within the
meaning of the New York Banking Law, a member of the Federal Reserve System, a
“clearing corporation” within the meaning of the New York Uniform Commercial
Code, and a “clearing agency” registered pursuant to the provisions of Section 17A of
the Securities Exchange Act of 1934. DTC holds and provides asset servicing for over
3.5 million issues of U.S. and non-U.S. equity issues, corporate and municipal debt
issues, and money market instruments (from over 100 countries) that DTC’s
participants (“Direct Participants”) deposit with DTC. DTC also facilitates the posttrade settlement among Direct Participants of sales and other securities transactions in
deposited securities, through electronic computerized book-entry transfers and pledges
between Direct Participants’ accounts. This eliminates the need for physical movement
of securities certificates. Direct Participants include both U.S. and non-U.S. securities
brokers and dealers, banks, trust companies, clearing corporations, and certain other
organizations. DTC is a wholly-owned subsidiary of The Depository Trust & Clearing
Corporation (“DTCC”). DTCC is the holding company for DTC, National Securities
Clearing Corporation and Fixed Income Clearing Corporation, all of which are
registered clearing agencies. DTCC is owned by the users of its regulated subsidiaries.
Access to the DTC system is also available to others such as both U.S. and non-U.S.
securities brokers and dealers, banks, trust companies, and clearing corporations that
clear through or maintain a custodial relationship with a Direct Participant, either
directly or indirectly (“Indirect Participants”). DTC has a Standard & Poor’s rating of
AA+. The DTC Rules applicable to its Participants are on file with the Securities and
Exchange Commission. More information about DTC can be found at www.dtcc.com.

3.

Purchases of Securities under the DTC system must be made by or through Direct
Participants, which will receive a credit for the Securities on DTC’s records. The
ownership interest of each actual purchaser of each Security (“Beneficial Owner”) is in
turn to be recorded on the Direct and Indirect Participants’ records. Beneficial Owners
will not receive written confirmation from DTC of their purchase. Beneficial Owners
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are, however, expected to receive written confirmations providing details of the
transaction, as well as periodic statements of their holdings, from the Direct or Indirect
Participant through which the Beneficial Owner entered into the transaction. Transfers
of ownership interests in the Securities are to be accomplished by entries made on the
books of Direct and Indirect Participants acting on behalf of Beneficial Owners.
Beneficial Owners will not receive certificates representing their ownership interests in
Securities, except in the event that use of the book-entry system for the Securities is
discontinued.
4.

To facilitate subsequent transfers, all Securities deposited by Direct Participants with
DTC are registered in the name of DTC’s partnership nominee, Cede & Co., or such
other name as may be requested by an authorized representative of DTC. The deposit of
Securities with DTC and their registration in the name of Cede & Co. or such other DTC
nominee do not effect any change in beneficial ownership. DTC has no knowledge of
the actual Beneficial Owners of the Securities; DTC’s records reflect only the identity of
the Direct Participants to whose accounts such Securities are credited, which may or
may not be the Beneficial Owners. The Direct and Indirect Participants will remain
responsible for keeping account of their holdings on behalf of their customers.

5.

Conveyance of notices and other communications by DTC to Direct Participants, by
Direct Participants to Indirect Participants, and by Direct Participants and Indirect
Participants to Beneficial Owners will be governed by arrangements among them,
subject to any statutory or regulatory requirements as may be in effect from time to time.
[Beneficial Owners of Securities may wish to take certain steps to augment the
transmission to them of notices of significant events with respect to the Securities, such
as redemptions, tenders, defaults, and proposed amendments to the Security documents.
For example, Beneficial Owners of Securities may wish to ascertain that the nominee
holding the Securities for their benefit has agreed to obtain and transmit notices to
Beneficial Owners. In the alternative, Beneficial Owners may wish to provide their
names and addresses to the registrar and request that copies of notices be provided
directly to them.]

6.

Redemption notices shall be sent to DTC. If less than all of the Securities within an
issue are being redeemed, DTC’s practice is to determine by lot the amount of the
interest of each Direct Participant in such issue to be redeemed.

7.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with
respect to Securities unless authorized by a Direct Participant in accordance with DTC’s
MMI Procedures. Under its usual procedures, DTC mails an Omnibus Proxy to Issuer
as soon as possible after the record date. The Omnibus Proxy assigns Cede & Co.’s
consenting or voting rights to those Direct Participants to whose accounts Securities are
credited on the record date (identified in a listing attached to the Omnibus Proxy).

8.

Redemption proceeds, distributions, and dividend payments on the Securities will be
made to Cede & Co., or such other nominee as may be requested by an authorized
representative of DTC. DTC’s practice is to credit Direct Participants’ accounts upon
DTC’s receipt of funds and corresponding detail information from Issuer or Agent, on
payable date in accordance with their respective holdings shown on DTC’s records.
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Payments by Participants to Beneficial Owners will be governed by standing instructions
and customary practices, as is the case with securities held for the accounts of customers
in bearer form or registered in “street name,” and will be the responsibility of such
Participant and not of DTC, Agent, or Issuer, subject to any statutory or regulatory
requirements as may be in effect from time to time. Payment of redemption proceeds,
distributions, and dividend payments to Cede & Co. (or such other nominee as may be
requested by an authorized representative of DTC) is the responsibility of Issuer or
Agent, disbursement of such payments to Direct Participants will be the responsibility
of DTC, and disbursement of such payments to the Beneficial Owners will be the
responsibility of Direct and Indirect Participants.
9.

A Beneficial Owner shall give notice to elect to have its Securities purchased or
tendered, through its Participant, to [Tender/Remarketing] Agent, and shall effect
delivery of such Securities by causing the Direct Participant to transfer the Participant’s
interest in the Securities, on DTC’s records, to [Tender/Remarketing] Agent. The
requirement for physical delivery of Securities in connection with an optional tender or a
mandatory purchase will be deemed satisfied when the ownership rights in the
Securities are transferred by Direct Participants on DTC’s records and followed by a
book-entry credit of tendered Securities to [Tender/Remarketing] Agent’s DTC
account.

10.

DTC may discontinue providing its services as depository with respect to the Securities at
any time by giving reasonable notice to Issuer or Agent. Under such circumstances, in
the event that a successor depository is not obtained, Security certificates are required to
be printed and delivered.

11.

Issuer may decide to discontinue use of the system of book-entry-only transfers through
DTC (or a successor securities depository). In that event, Security certificates will be
printed and delivered to DTC.

12.

The information in this section concerning DTC and DTC’s book-entry system has
been obtained from sources that Issuer believes to be reliable, but Issuer takes no
responsibility for the accuracy thereof.
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