Notice related to Official Statement Dated January 29, 2013

$44,170,000
City of Tacoma, Washington
Limited Tax General Obligation Refunding Bonds, 2013

The table identifying “Outstanding General Obligation Debt (As of March 5, 2013)” under the
heading “City Indebtedness — Debt Capacity” on page 8 of the Official Statement has been
revised since the Preliminary Official Statement dated January 22, 2013 to include a grant
anticipation loan in the amount of $20,000,000 for the Murray Morgan Bridge Rehabilitation
project (the “Loan”). The City approved the Loan by Resolution No. 38107, adopted on
September 14, 2010. The Resolution authorized the acceptance of $46,277,000 in federal funds,
for deposit into the Streets Special Revenue Fund, for the Murray Morgan Bridge Rehabilitation
Design-Build Project and authorized execution of a local agency agreement with the Washington
State Department of Transportation for the administration of the funds. The local agency
agreement provides for the Washington State Department of Transportation to lend the City up to
$20,000,000 in anticipation of the receipt of the federal funds, and for the City to repay the Loan
from the federal funds. The Loan documentation provides, however, that the City’s obligation to
repay the Loan is also a general obligation of the City. Accordingly, the table of general
obligation debt, and the City's calculation of debt capacity on page 7 of the Official Statement,
have been revised to include the Loan.

The City expects to pay the Loan from federal Surface Transportation Program funds and is in
discussions with the Washington State Department of Transportation, seeking to amend the Loan
document to remove the general obligation pledge. Until and unless that amendment is
complete, the City will include the Loan in its computation of nonvoted general obligation debt.
As a result, the City’s remaining nonvoted debt capacity as of March 5, 2013, is $(28,176,777).
As described under the heading “City Indebtedness — Debt Capacity”, refinancing the Refunded
Bonds will not increase the total outstanding indebtedness of the City, and therefore the amount
of the City’s nonvoted indebtedness (taking into account the Loan) does not affect the City’s
ability to issue the Bonds.

Dated: February 7, 2013.
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OFFICIAL STATEMENT DATED JANUARY 29, 2013

$44,170,000

City of Tacoma, Washington
Limited Tax General Obligation Refunding Bonds, 2013

DATED: Date of Delivery DUE: December 1, as shown on the inside cover

MOODY’S RATING —A1; see “Ratings” herein.
STANDARD AND POOR’S RATING—AA; see “Ratings” herein.
NOT BANK QUALIFIED

BOOK-ENTRY ONLY—The City of Tacoma, Washington’s (the “City”) Limited Tax General Obligation Refunding Bonds,
2013 (the “Bonds”) will be issued as fully registered bonds in denominations of $5,000, or integral multiples thereof
within a maturity, and will be registered in the name of Cede & Co., as bond owner and nominee for The Depository
Trust Company (“DTC”). DTC will act as securities depository for the Bonds. Purchasers will not receive certificates
representing their interest in the Bonds purchased. See Appendix B.

PRINCIPAL AND INTEREST PAYMENTS —Interest on the Bonds will be payable on June 1, 2013 and semiannually thereafter
on December 1 and June 1 of each year to their maturity or date of prior redemption. Principal of and interest on the
Bonds will be payable by the fiscal agency of the State of Washington in New York, New York, currently The Bank of
New York Mellon (the “Bond Registrar”), as further described herein. For so long as the Bonds remain in a “book-entry
only” transfer system, the Bond Registrar will make such payments only to DTC, which in turn is obligated to remit
such principal and interest to its Participants for subsequent disbursement to Beneficial Owners of the Bonds as
described in Appendix B - “Book-Entry Transfer System.” See “Description of the Bonds.”

MATURITY SCHEDULE LOCATED ON INSIDE COVER

OPTIONAL REDEMPTION —The Bonds are subject to redemption prior to their stated maturities as provided herein. See
“Description of the Bonds — Redemption Provisions.”

PURPOSE —The Bonds are being issued for the purpose of providing funds (i) to refund a portion of the City’s outstanding
limited tax general obligation bonds and (ii) to pay costs of issuance for the Bonds. See “Purpose and Use of Proceeds.”

SECURITY —The Bonds are limited tax general obligations of the City. The City has covenanted and agreed irrevocably that
it will include in its budget and levy an ad valorem tax upon all the property within the City subject to taxation in an
amount that will be sufficient, together with all other revenues and money of the City legally available for such
purposes, including pledged lodging taxes (“Lodging Taxes”) for the portion refunding the 2004 Refunded Bonds, to
pay the principal of and interest on the Bonds as the same become due. The City has irrevocably pledged that such tax
will be within and as a part of the tax permitted to cities without a vote of the people. The full faith, credit and resources of
the City have been pledged irrevocably for the annual levy and collection of such taxes and for the prompt payment of
such principal and interest. The City’s ability to raise taxes is subject to certain limitations as described herein. The
Bonds do not constitute a debt or indebtedness of the State of Washington, or any political subdivision thereof other
than the City. See “Security for the Bonds” and “Taxing Authority.”

TAX EXEMPTION — In the opinion of Pacifica Law Group LLP, Bond Counsel, assuming compliance with certain covenants of the City,
interest on the Bonds is excludable from gross income for federal income tax purposes under existing law. Interest on the Bonds is
not an item of tax preference for purposes of either individual or corporate alternative minimum tax. Interest on the Bonds may be
indirectly subject to corporate alternative minimum tax and certain other taxes imposed on certain corporations. See “Tax Matters”
for a discussion of the opinion of Bond Counsel.

DELIVERY—The Bonds are offered when, as and if issued, subject to the approving legal opinion of Bond Counsel, and
certain other conditions. Certain matters will be passed upon for the Underwriter by their counsel, Foster Pepper PLLC.
It is anticipated that the Bonds in definitive book-entry form will be available for delivery through the facilities of DTC
in New York, New York, or to the Bond Registrar on behalf of DTC by Fast Automated Securities Transfer on or about
March 5, 2013.

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

J.P. Morgan



$44,170,000

City of Tacoma, Washington
Limited Tax General Obligation Refunding Bonds, 2013

DATED: Date of Delivery DUE: December 1, as shown below

MATURITY SCHEDULE —

Due Interest CUSIP® Due Interest CUSIP®
Dec.1 Amounts Rates Yields Price 873465 Dec.1 Amounts Rates Yields Price 873465
2015 $1,300,000 3.000% 0.62% 106.453 YG7 2025 $2,175,000 5.000% 2.69% 120.988M  YS1
2016 1,505,000 4.000 092  111.293 YH5 2026 2,285,000 5.000 2.75  120.380®M  YT9
2017 1,555,000 4.000 1.06 113.551 YJ1 2027 2,405,000 5.000 2.81 119.7750  YU6
2018 1,610,000 5.000 1.32  120.272 YK8 2028 2,530,000 3.125 3.30 97.861 YV4
2019 1,680,000 4.000 1.69 114.652 YL6 2029  2,615000 5.000 292 @ 118.6750 YW2
2020 1,745,000 5.000 197  121.647 YM4 2030 2,755,000 3.250  3.39 98.141 YX0
2021 1,825,000 4.000 2.18  114.407 YN2 2031 2,845,000 4.000 3.26  106.529M  YY8
2022 1,895,000 5.000 240 @ 122.456 YP7 2032 2,970,000 5.000 3.11 116.8040  YZ5
2023 1,980,000 5.000 254 @ 122.526M YQ5 2033 3,125,000 5.000 3.14 116.5120  ZA9
2024 2,080,000 5.000 2.60  121.908M YR3 2034 3,290,000 3.500  3.60 98.497 ZB7

(1) Priced to the par call date of September 1, 2023.

(2) The CUSIP data herein are provided by CUSIP Global Services, managed on behalf of the American Bankers Association
by Standard & Poor’s. CUSIP numbers are not intended to create a database and do not serve in any way as a substitute
for CUSIP service. CUSIP numbers have been assigned by an independent company not affiliated with the City and are
provided solely for convenience and reference. The CUSIP number for a specific maturity is subject to change after the
issuance of the Bonds.
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The Underwriter has provided the following sentence for inclusion in this Official Statement. The Underwriter has
reviewed the information in this Official Statement in accordance with, and as part of, its responsibilities to
investors under the federal securities laws as applied to the facts and circumstances of this transaction, but the
Underwriter does not guarantee the accuracy or completeness of such information.

In connection with this offering, the Underwriter may over-allot or effect transactions that stabilize or maintain the
market price of the Bonds at levels above those which might otherwise prevail in the open market. Such stabilizing,
if commenced, may be discontinued at any time.

No dealer, broker, salesperson, or other person has been authorized by the City 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. This Official Statement does not
constitute an offer to sell or the solicitation of an offer to buy the Bonds, 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 furnished by the City, DTC, and certain other sources that the City
believes to be reliable. The information and expressions of opinion contained herein are subject to change without
notice. Any statements made in this Official Statement involving matters of opinion or estimates, whether or not so
expressly stated, are set forth as such and not as representations of fact or representations that the estimates will be
realized. Summaries of documents do not purport to be complete statements of their provisions, and all such
summaries are qualified by references to the entire contents of the summarized documents.

The information and expressions of opinion herein are subject to change without notice, and neither the delivery of
this Official Statement nor any sale made hereunder shall, under any circumstances, create any implication that
there has been no change in the affairs of the City since the date hereof.

The presentation of certain information, including tables of receipts from taxes and other revenues, is intended to
show recent historical information and is not intended to indicate future or continuing trends in the financial
position or other affairs of the City. No representation is made that past experience, as it may be shown by such
financial and other information, will continue to be repeated in the future.

This Official Statement contains forecasts, projections, and estimates that are based upon expectations
and assumptions that existed at the time such forecasts, projections, and estimates were prepared. In
light of the important factors that may materially affect forecasted conditions, the inclusion in this
Official Statement of such forecasts, projections, and estimates should not be regarded as a
representation by the City that such forecasts, projections, and estimates will occur. Such forecasts,
projections, and estimates are not intended as representations of fact or as guarantees of results. If and
when included in this Official Statement, the words “plan,” “expect,” “forecast,” “estimate,” “budget,”
“project,” “intends,” “anticipates,” and similar words are intended to identify forward-looking
statements, and any such statements inherently are subject to a variety of risks and uncertainties that
could cause actual results to differ materially from those projected. Such risks and uncertainties include,
among others, general economic conditions, changes in political conditions, weather conditions, social
and economic conditions, regulatory initiatives and compliance with governmental regulations,
litigation, and various other events, conditions, and circumstances, many of which are beyond the
control of the City. These forward-looking statements speak only as of the date they were prepared.

The Bonds have not been registered under the Securities Act of 1933, as amended, in reliance upon a specific
exemption contained in such act, nor have they been registered under the securities laws of any state.
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OFFICIAL STATEMENT

City of Tacoma, Washington

$44,170,000
Limited Tax General Obligation Refunding Bonds, 2013

The City of Tacoma, Washington (the “City”), a municipal corporation duly organized and existing under
and by virtue of the laws of the State of Washington (the “State”), furnishes this Official Statement in
connection with the offering of $44,170,000 aggregate principal amount of its Limited Tax General
Obligation Refunding Bonds, 2013 (the “Bonds”). This Official Statement provides information
concerning the City and the Bonds.

Description of the Bonds

Authorization for Issuance

The Bonds are issued pursuant to Ordinance No. 28126 (the “Ordinance”), passed by the City Council
(the “Council”) on January 22, 2013 pursuant to the authority of chapters 35.40, 39.36, 39.46 and 39.53 of
the Revised Code of Washington (“RCW”). The Bonds do not require voter approval.

Principal Amount, Date, Interest Rates and Maturities

The Bonds will be issued in the aggregate principal amount of $44,170,000 and will be dated and bear
interest from the date of issuance and delivery. The Bonds will mature on the dates and in the principal
amounts and will bear interest (payable semiannually on each June 1 and December 1, commencing
June 1, 2013) until the maturity or prior redemption of the Bonds at the rates set forth on the inside cover
of this Official Statement. Interest on the Bonds will be computed on the basis of a 360-day year
consisting of twelve 30-day months.

Bond Registrar and Registration Features

The Bonds will be issued in fully registered form and, when issued, will be registered in the name of
CEDE & Co., as registered owner and nominee of The Depository Trust Company (“DTC”). DTC will act
as securities depository for the Bonds. Individual purchases will initially be made in book-entry form
only in minimum denominations of $5,000 within a maturity and integral multiples thereof. Purchasers
(“Beneficial Owners”) will not receive certificates representing their beneficial ownership interest in the
Bonds so purchased.

Under the Ordinance, the City adopted the system of registration for the Bonds approved by the State
Finance Committee of the State of Washington (the “Committee”). Pursuant to chapter 43.80 RCW, the
Committee designates one or more fiscal agencies (the “Fiscal Agency”) for bonds issued within the State
of Washington. The Committee currently is under contract with The Bank of New York Mellon, New
York, New York. The Fiscal Agency will act as bond registrar and paying agent (the “Bond Registrar”)
under the terms of the Ordinance.

In order to meet payment requirements for interest on and principal of the Bonds as the same becomes
due and payable, the City will remit money from the City of Tacoma Limited Tax General Obligation
Bond Debt Service Fund, 2013 (the “Bond Fund”) to the Bond Registrar. The Bond Registrar will remit
payment to DTC in accordance with the terms of the DTC procedures as then in effect. Principal of the
Bonds will be paid to registered owners upon presentation and surrender of the Bonds at maturity or
upon earlier redemption to the office of the Bond Registrar in New York, New York. See “Book-Entry
Bonds” and Appendix B.
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Redemption Provisions

The Bonds maturing on or prior to December 1, 2022 are not subject to redemption prior to maturity. The
Bonds maturing on or after December 1, 2023 may be redeemed at the option of the City on or after
September 1, 2023, at par plus accrued interest to the date of redemption.

Selection of Bonds for Redemption. For as long as the Bonds are held in book-entry only form, the selection
of particular Bonds within a maturity to be redeemed will be made in accordance with the operational
arrangements then in effect at DTC. If the Bonds are no longer held in uncertificated form, the selection
of such Bonds to be redeemed and the surrender and reissuance thereof, as applicable, shall be made as
provided in the Ordinance. If the City redeems at any one time fewer than all of the Bonds having the
same maturity date, the particular Bonds or portions of Bonds of such maturity to be redeemed shall be
selected by lot (or in such manner determined by the Bond Registrar) in increments of $5,000. In the case
of a Bond of a denomination greater than $5,000, the City and the Bond Registrar will treat each Bond as
representing such number of separate Bonds each of the denomination of $5,000 as is obtained by
dividing the actual principal amount of such Bond by $5,000. In the event that only a portion of the
principal sum of a Bond is redeemed, upon surrender of such Bond at the principal office of the Bond
Registrar there shall be issued to the Registered Owner, without charge therefor, for the then unredeemed
balance of the principal sum thereof, at the option of the Registered Owner, a Bond or Bonds of like
maturity and interest rate in any of the denominations authorized in the Ordinance.

Notice of Redemption. When the City determines to redeem any Bonds, notice of such redemption (which
may be conditional) will be given at least 20 days, but not more than 60 days, prior to the redemption
date by first class mail, postage prepaid, to the Registered Owner of any Bond to be redeemed at the
address of the registered owner appearing in the Bond Register; provided, however, that for so long as
the Bonds are held in fully immobilized form by DTC and are registered in the name of CEDE & CO. or
its registered assigns, all notices will be given only in accordance with DTC’s operational arrangements.
The City will not provide notice of redemption to any Beneficial Owners of Bonds.

Effect of Redemption. Interest on Bonds called for redemption will cease to accrue on the date fixed for
redemption unless the notice of redemption has been duly rescinded or the Bonds called are not
redeemed when presented pursuant to the call.

Purchase

The City reserves the right and option to purchase any or all of the Bonds offered to the City at any time
at a price deemed to be reasonable by the Finance Director.

Book-Entry Bonds

DTC will act as securities depository for the Bonds. The ownership of one fully registered Bond for each
maturity of the Bonds, as set forth on the cover of this Official Statement, each in the aggregate principal
amount of such maturity, will be registered in the name of Cede & Co., as nominee for DTC. See
Appendix B attached hereto for additional information.

Procedure in the Event of Revisions of Book-Entry Transfer System.In the event that (i) DTC or its successor (or
substitute depository or its successor) resigns from its functions as depository, and no substitute
depository can be obtained, or (ii) the Finance Director determines that it is in the best interest of the
Beneficial Owners of the Bonds that such owners be able to obtain such Bonds in the form of Bond
certificates, the ownership of the Bonds may then be transferred to any person or entity as provided in
the Ordinance, and will no longer be held in fully-immobilized form. In the event that the Bonds are no
longer in fully immobilized form, interest on the Bonds will be paid by check or draft mailed to the
registered owners at the addresses for such registered owners appearing on the Bond Register on the
fifteenth day of the month preceding the interest payment date, or upon the written request of a
registered owner of more than $1,000,000 of Bonds (received by the Bond Registrar at least 15 days prior
to the applicable payment date), such payment shall be made by the Bond Registrar by wire transfer to
the account within the continental United States designated by the registered owner. Principal of the
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Bonds will be payable upon presentation and surrender of such Bonds by the registered owners at the
principal office of the Bond Registrar.

Defeasance

In the event that the City, in order to effect the payment, retirement or redemption of any Bond, sets aside
in the Bond Fund or in another special account, cash or noncallable Government Obligations, as defined
below, or any combination of cash and/or noncallable Government Obligations, in amounts and
maturities which, together with the known earned income therefrom, are sufficient to redeem or pay and
retire such Bond in accordance with its terms and to pay when due the interest and redemption premium,
if any, thereon, and such cash and/or noncallable Government Obligations are irrevocably set aside and
pledged for such purpose, then no further payments need be made into the Bond Fund for the payment
of the principal of and interest on such Bond. The owner of a Bond so provided for will cease to be
entitled to any lien, benefit or security of the Ordinance except the right to receive payment of principal,
premium, if any, and interest from the Bond Fund or such special account, and such Bond will be deemed
to be not outstanding under the Ordinance.

“Government Obligations” is defined in the Ordinance to have the meaning specified in RCW 39.53.010,
as it may be amended from time to time, which currently means any of the following: (a) direct
obligations of, or obligations the principal of and interest on which are unconditionally guaranteed by,
the United States of America, and bank certificates of deposit secured by such obligations; (b) bonds,
debentures, notes, participation certificates or other obligations issued by the Banks for Cooperatives, the
Federal Intermediate Credit Bank, the Federal Home Loan Bank system, the Export-Import Bank of the
United States, Federal Land Banks or the Federal National Mortgage Association; (c) public housing
bonds and project notes fully secured by contracts with the United States; and (d) obligations of financial
institutions insured by the Federal Deposit Insurance Corporation or the Federal Savings and Loan
Insurance Corporation, to the extent insured or to the extent guaranteed as permitted under any other
provision of State law.

Purpose and Use of Proceeds

Purpose

The proceeds from the sale of the Bonds will be used (i) to refund or defease a portion of the City’s
outstanding limited tax general obligation bonds to obtain the benefit of debt service savings and (ii) to
pay costs of issuance for the Bonds.

Plan of Refunding

A portion of the proceeds from the sale of the Bonds will be used to (i) refund on a current basis
$1,105,000 of the City’s Limited Tax General Obligation Refunding Bonds, 2001 (the “2001 Bonds”)
maturing on December 1 in the years 2013 and 2014 (the “2001 Refunded Bonds”) and (ii) advance refund
or defease $44,525,000 of the City’s Limited Tax General Obligation Bonds, 2004 (the “2004 Bonds”)
maturing on December 1 in the years 2013 through 2026, inclusive, 2030 and 2034 (the “2004 Refunded
Bonds”). The 2001 Refunded Bonds and the 2004 Refunded Bonds are referred to herein together as the
“Refunded Bonds.”



Information on the Refunded Bonds is as follows:

2001 Refunded Bonds
Maturity Years Principal Interest Call CcusIpP

(December 1) Amounts Rates Date Numbers
2013 $ 540,000 4.625% 03/05/2013 873465QH4
2014 565,000 4.750 03/05/2013 873465Q]J0

2004 Refunded Bonds
Maturity Years Principal Interest  Call/Maturity cusIp

(December 1) Amounts Rates Date Numbers
2013Mm $ 1,205,000 5.00% 12/01/2013 873465RM2
20140 1,250,000 5.00 12/01/2014 873465RN0
2015 1,305,000 5.00 12/01/2014 873465RP5
2016 1,360,000 5.00 12/01/2014 873465RQ3
2017 1,420,000 5.00 12/01/2014 873465RR1
2018 1,480,000 5.00 12/01/2014 873465RS9
2019 1,545,000 5.00 12/01/2014 873465RT7
2020 1,620,000 5.00 12/01/2014 873465RU4
2021 1,695,000 5.00 12/01/2014 873465RV?2
2022 1,775,000 5.25 12/01/2014 873465RW0
2023 1,860,000 5.25 12/01/2014 873465RX8
2024 1,955,000 5.25 12/01/2014 873465RY6
2025 2,050,000 5.00 12/01/2014 873465RZ3
2026 2,155,000 5.00 12/01/2014 8734655A7
2030@ 9,810,000 5.00 12/01/2014 8734655E9
2034 12,040,000 5.00 12/01/2014 873465S]8

(1) Non-callable; will be defeased to their date of maturity.
(2) Term Bonds.

A portion of the proceeds of the Bonds allocable to the refunding of the 2004 Refunded Bonds will be
used to defease the 2013 and 2014 maturities of the 2004 Refunded Bonds to their maturity date.

From a portion of the proceeds of the Bonds, the City will purchase certain direct non-callable United
States Government Obligations (as further defined above as “Government Obligations”). These
Government Obligations will be deposited in the custody of U.S. Bank National Association (the “Escrow
Agent”). The maturing principal of the Government Obligations, interest earned thereon, and necessary
cash balance, if any, will provide payment of principal of and interest on the Refunded Bonds up to and
including their respective call or maturity dates.

The Government Obligations, interest earned thereon, and necessary cash balance, if any, will irrevocably
be pledged to and held in trust for the benefit of the owners of the Refunded Bonds by the Escrow Agent,
pursuant to an escrow deposit agreement to be executed by the City and the Escrow Agent.

Verification of Mathematical Calculations

The Arbitrage Group, Inc., a firm of independent certified public accountants, will deliver on or before
the delivery date of the Bonds its verification report indicating that it has verified, in accordance with
attestation standards established by the American Institute of Certified Public Accountants, the
mathematical accuracy of (i) the mathematical computations of the adequacy of the cash and the
maturing principal of and interest on the Government Obligations, to pay, when due, the interest on and
redemption price of the Refunded Bonds and (ii) the mathematical computations of yield used by Bond
Counsel to support its opinion that interest on the Bonds will be excluded from gross income for federal
income tax purposes.
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Estimated Sources and Uses of Funds
The proceeds from the Bonds will be applied as follows:

Sources of Funds

Par Amount $ 44,170,000
Net Premium 5,937,170
Total Sources of Funds $ 50,107,170
Uses of Funds

Deposit to Escrow Account $ 49,853,991
Costs of Issuance ® 250,933
Additional Proceeds 2,246
Total Uses of Funds $ 50,107,170

(1) Includes bond counsel fee, financial advisor fee, ratings fees, Escrow Agent fee, Verification Agent fee,
Underwriter’s discount and other costs associated with the issuance of the Bonds.

Security for the Bonds

General

The Bonds are limited tax general obligation bonds of the City. The City, as authorized by law and the
Ordinance, has covenanted and agreed irrevocably that it will include in its budget and levy an ad valorem
tax upon all the property within the City subject to taxation an amount that will be sufficient, together
with all other revenues and money of the City legally available for such purposes, to pay the principal of
and interest on the Bonds as the same become due. The City has irrevocably pledged that such tax will be
within and as a part of the tax levy permitted to cities without a vote of the people. The full faith, credit
and resources of the City have been pledged irrevocably for the annual levy and collection of such taxes
and for the prompt payment of such principal and interest. There are limitations on the amount of
property taxes the City may levy. See “Taxing Authority.” There also are limits on the amount of non-
voted indebtedness the City may incur. See “Bonded Indebtedness — Debt Capacity.”

In addition, the City has pledged in the Ordinance and may use lodging taxes to pay debt service on the
portion of the Bonds issued to defease or refund the 2004 Refunded Bonds.

The Bonds do not constitute a debt or indebtedness of the State or any political subdivision thereof other
than the City.

No Acceleration

The Bonds are not subject to acceleration upon the occurrence of a default. The City, therefore, would be
liable only for principal and interest payments as they become due. In the event of multiple defaults in
payment of principal of or interest on the Bonds, the registered owners would be required to bring a
separate action for each such payment not made. This could give rise to a difference in interests between
registered owners of earlier and later maturing Bonds.

City Indebtedness

As prescribed by State statutes, the unlimited tax general obligation indebtedness permitted for cities,
subject to a 60 percent majority vote of registered voters, is limited to 2.5 percent of assessed value (or “A.V.”)
for general purposes, 2.5 percent for certain utility purposes and 2.5 percent for open space, park facilities
and capital facilities associated with economic development. Within the 2.5 percent of assessed value for
general purposes, the City may, without a vote of the electors, incur general obligation indebtedness (such as
the Bonds) in an amount not to exceed 1.5 percent of assessed value. Additionally, within the 2.5 percent
of assessed value for general purposes, the City may, also without a vote of the electors, enter into leases
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if the total principal component of the lease payments, together with the other nonvoted general
obligation indebtedness of the City, does not exceed 1.5 percent of assessed value. The combination of
unlimited tax and limited tax general obligation debt for general purposes, including leases, cannot
exceed 2.5 percent of assessed value and for all purposes cannot exceed 7.5 percent of assessed value.

Without a vote of the electorate, the City may incur debt as follows:

1 Pursuant to an ordinance specifying the amount and object of the expenditure of the
pecirying ) p
proceeds, the City may borrow money for corporate purposes and issue bonds and notes
within the constitutional and statutory limitations on indebtedness.

(2) The City may execute conditional sales contracts for the purchase of real or personal
property.
(3)  The City may execute leases with or without an option to purchase.

Bonds issued to refund outstanding general obligation indebtedness of either type may be issued without
voter approval. In an emergency, the City Council may put a plan into effect and authorize indebtedness
outside the current budget.

A Washington municipal corporation may borrow money and issue short-term obligations the proceeds
of which may be used for any lawful purpose. Such obligations may be issued in anticipation of the
receipt of revenues, taxes, or grants or the sale of (i) general obligation bonds, if the bonds may be issued
without the consent of the voters or if previously ratified by the voters; (ii) revenue bonds if the bonds
have been authorized by ordinance or resolution; or (iii) local improvement district bonds if the bonds
have been authorized by ordinance or resolution. Short-term obligations issued in anticipation of taxes
must be repaid within six months after the end of the fiscal year in which they are issued.

Debt Capacity

As noted above, the City may, without a vote of the electors, incur general obligation indebtedness
(such as the Bonds) in an amount not to exceed 1.5 percent of assessed value. The assessed valuation in
the City has decreased since the City last issued debt (see “Taxing Authority — Property Tax Collection
Record” herein for the City’s historical assessed valuation). As a result, the City’s nonvoted indebtedness
exceeds its statutory debt capacity as shown in the table “Computation of Debt Capacity” below.

RCW 39.36.030 provides an exception to the City’s statutory debt limitation if refinancing indebtedness
does not increase the total amount of the City’s indebtedness. The principal amount of the Refunded
Bonds is $45,630,000, and the principal amount of the Bonds is $44,170,000. Accordingly, the issuance of
the Bonds is excluded from the City’s debt limitation pursuant to RCW 39.36.030 because refinancing the
Refunded Bonds with proceeds from the issuance of the Bonds will not increase the total outstanding
indebtedness of the City.

In an emergency, the City may put a plan into effect and authorize indebtedness outside of the current
budget.

In computing total general obligation indebtedness, the following “assets” may be deducted against the
principal amount of indebtedness outstanding: (i) money and investments on deposit in general
obligation bond retirement funds; (ii) taxes (both current and delinquent) levied for the payment of
general obligation indebtedness; and (iii) delinquent (but not current) taxes due the general fund.



Computation of Debt Capacity
(As of March 5, 2013)

2013 Tax Collection Year Regular Assessed Value

Nonvoted Debt Capacity

1.5% of Assessed Value
Less: Outstanding Nonvoted Debt @
Less: The Bonds ®

Remaining Nonvoted Debt Capacity

Voted and Nonvoted Debt Capacity
2.5% of Assessed Value

Less: Outstanding Nonvoted Debt O ®
Less: The Bonds ®

Less: Outstanding Voted Debt

Total Remaining Voted and Nonvoted Debt Capacity

Voted Utility Debt Capacity

2.5% of Assessed Value
Less: Outstanding Utility Obligations

Total Remaining Utility Debt Capacity

Voted Open Space/Park Debt Capacity

2.5% of Assessed Value
Less: Outstanding Open Space/Park Obligations

Total Remaining Open Space/Park Debt Capacity

$ 16,013,945,690

$ 240,209,185
(224,215,962)
(44,170,000)

$ (28,176,777)

$ 400,348,642
(224,215,962)
(44,170,000)
(21,785,000)

$ 110,177,680

$ 400,348,642
0

$ 400,348,642

$ 400,348,642
0

$ 400,348,642

(1) Includes outstanding limited tax general obligation bonds, Public Works Trust Fund loans, State Department of
Transportation grant anticipation loan and lease purchases; excludes all of the Refunded Bonds.

(2) Zero coupon bonds reflect accreted value at maturity.

(3) See “—Debt Capacity” for a discussion of RCW 39.36.030, which provides an exception to the City’s statutory
debt limitation for refinancings that do not increase the total amount of the City’s indebtedness.
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Outstanding General Obligation Debt

(As of March 5, 2013)

General Obligations
Date of Date of Amount

Limited Tax General Obligation Bonds Issue Maturity Issued
LTGO, 1997B 06/15/01 12/01/18 $ 6,050,315
LTGO Bonds, 2006A 09/28/06 12/01/36 16,475,000
LTGO Ref. Bonds, 2006B 11/02/06 12/01/22 12,885,000
LTGO Bonds, 2007 12/21/07 12/01/27 9,610,000
LTGO Note, 2009 09/01/09 09/01/13 1,739,444
LTGO Bonds, 2009A 12/18/09 12/01/35 15,380,000
LTGO Bonds, 2009B 12/18/09 12/01/35 3,320,000
LTGO Bonds, 2009C 12/18/09 12/01/34 4,975,000
LTGO Bonds, 2009D 12/18/09 12/01/14 5,000,000
LTGO Bonds, 2009E 12/18/09 12/01/35 13,526,023
LTGO Bonds, 2009F 12/18/09 12/01/26 6,680,900
LTGO Bonds, 2010B 11/10/10 12/01/22 7,355,000
LTGO Bonds, 2010C 11/10/10 12/01/22 7,355,000
LTGO Bonds, 2010D 11/10/10 12/01/33 30,225,000
LTGO Bonds, 2010E 11/10/10 12/01/40 9,130,000
The Bonds (this issue) 03/05/13 12/01/34 44,170,000
Total LTGO Bonds 193,876,682
Public Works Trust Fund Loans (“PWTE” Loans) 3
CTED PWTF Loan 04/08/98 07/01/18 10,000,000
CTED PWTF Loan 01/01/04 07/01/24 7,647,500
Total PWTF Loans 17,647,500
State Department of Transportation Grant Anticipation Loan %
Grant Anticipation Loan 09/14/10 09/14/20 ® 20,000,000
Lease Purchases
TAC0610-0001 Series F (Dome) 12/01/01 12/01/13 436,019
San Storage & Cisco 12/31/08 10/01/13 3,401,080
Total Lease Purchases 3,837,099
Total Non-Voted General Obligations $ 235,361,281

Unlimited Tax General Obligation Bonds
UTGO Ref. Bonds, 2010A 11/10/10 12/01/22 $ 21,870,000

(1) Excludes the Refunded Bonds.
(2) Zero coupon bonds; reflects accreted value at maturity.

Amount
Outstanding
$ 14,300,000 @
14,865,000
12,885,000
8,050,000
343,196
15,185,000
3,320,000
4,975,000
2,000,000
43,955,000 @
19,510,000 @
7,355,000
7,355,000
30,225,000
9,130,000
44,170,000

237,623,196

3,242,105
6,845,316

10,087,421

20,000,000

50,021
625,324

675,345

$ 268,385,962

$ 21,785,000

(3) The Community Trade and Economic Development PWTF loans listed are obligations of the General Fund.
(4) The Grant Anticipation Loan is payable from federal Surface Transportation Program funds awarded to the City

and is also secured by a general obligation pledge of the City.
(5) Estimated.



Summary of Limited Tax General Obligation Bonds Debt Service Requirements ®

Cal. Outstanding LTGO Bonds (2) The Bonds Total Debt
Years Principal Interest Principal Interest Service
2013 $ 3,046,336 $ 6,675,033 $ - $ 1,435,957 $ 11,157,325
2014 2,712,980 6,642,970 - 1,943,400 11,299,350
2015 5,318,430 6,994,701 1,300,000 1,943,400 15,556,530
2016 5,388,547 6,920,826 1,505,000 1,904,400 15,718,773
2017 5,462,189 6,834,695 1,555,000 1,844,200 15,696,084
2018 5,643,288 6,654,681 1,610,000 1,782,000 15,689,969
2019 7,580,000 4,703,703 1,680,000 1,701,500 15,665,203
2020 7,865,000 4,394,759 1,745,000 1,634,300 15,639,059
2021 8,170,000 4,069,558 1,825,000 1,547,050 15,611,608
2022 8,530,000 3,691,881 1,895,000 1,474,050 15,590,931
2023 5,547,735 6,703,700 1,980,000 1,379,300 15,610,735
2024 5,563,735 6,681,500 2,080,000 1,280,300 15,605,535
2025 5,604,470 6,640,749 2,175,000 1,176,300 15,596,519
2026 5,937,655 6,317,102 2,285,000 1,067,550 15,607,308
2027 6,317,360 5,920,215 2,405,000 953,300 15,595,875
2028 5,578,760 5,830,378 2,530,000 833,050 14,772,188
2029 5,623,136 5,772,609 2,615,000 753,988 14,764,733
2030 5,682,180 5,695,653 2,755,000 623,238 14,756,071
2031 5,766,010 5,607,603 2,845,000 533,700 14,752,313
2032 5,857,750 5,499,230 2,970,000 419,900 14,746,880
2033 5,984,036 5,359,487 3,125,000 271,400 14,739,923
2034 7,805,061 1,347,018 3,290,000 115,150 12,557,229
2035 6,704,034 2,462,577 - - 9,166,611
2036 1,410,000 184,950 - - 1,594,950
2037 455,000 114,900 - - 569,900
2038 470,000 87,600 - - 557,600
2039 485,000 59,400 - - 544,400
2040 505,000 30,300 - - 535,300
Total $ 141,013,693 © $ 127,897,777 © $ 44,170,000 $ 26,617,432 $ 339,698,902

(1) Totals may not foot due to rounding.

(2) Principal and interest payments on limited tax general obligation bonds outstanding as of March 5, 2013;
excludes all of the Refunded Bonds, Public Works Trust Fund loans, State Department of Transportation grant
anticipation loan and lease purchases.

(8) The interest amounts shown above include the portion of the accreted value of zero coupon bonds not included
in the principal amounts shown above.



Summary of Overlapping Debt

(As of October 31, 2012)
Estimated

2012 Assessed Percent Outstanding Overlapping
Overlapping Taxing District Value Overlap® GO Debt Debt
Tacoma Metropolitan Parks $ 17,806,025,292 97.97% $ 90,900,000 $ 89,055,100
Tacoma SD No. 10 18,649,828,373 92.93 244,475,000 227,189,141
Port of Tacoma 75,697,857,587 23.32 200,140,000 46,666,583
Pierce County 75,697,857,587 23.32 144,474,494 33,687,074
Fife SD No. 417 2,492,547,615 4.39 26,400,000 1,159,694
University Place SD No. 83 2,616,288,595 3.03 82,900,000 2,508,141
Fire District No. 13 365,653,417 2.42 35,000 846
Clover Park SD No. 400 4,871,654,648 2.23 103,334,040 2,302,743
Franklin Pierce SD No. 402 3,078,433,315 0.72 16,085,000 115,282
Total $402,684,604

(1) Represents the percentage of each taxing district’s assessed value within the City.
Source: Pierce County Assessor’s and Treasurer’s Offices and individual taxing districts.

Net Direct and Overlapping Debt

The following tables present information regarding the City’s direct debt (including the Bonds) and the
estimated portion of the debt of overlapping taxing districts allocated to the City’s residents.

Assessed Value (2013 Tax Collection Year) $ 16,013,945,690

Estimated 2012 Population 199,600
Debt Information

Direct Debt ® $ 270,170,962

Estimated Net Overlapping Debt (as previously detailed herein) 402,684,604

Total Net Direct and Overlapping Debt $ 672,855,566

(1) Includes outstanding limited and unlimited tax general obligation bonds, Public Works Trust Fund loans and lease
purchases; excludes the Refunded Bonds and the State Department of Transportation grant anticipation loan,
which is payable from federal Surface Transportation Program funds awarded to the City and is also secured by
a general obligation pledge of the City. Zero coupon bonds reflect accreted value at maturity.

Bonded Debt Ratios

Direct Debt to Assessed Value 1.69%
Direct and Overlapping Debt

to Assessed Value 4.20%
Per Capita Assessed Value $ 80,230
Per Capita Direct Debt $ 1,354
Per Capita Total Direct and Net Overlapping Debt $ 3,371
Debt Payment Record

The City has promptly met all debt service payments on outstanding obligations. No refunding bonds
have been issued to prevent an impending default.

-10-



Future Financings

Other than the Bonds, the City has no authorized but unissued general obligation bonds outstanding.
The City does not have current plans to issue any general obligation bonds within the next 12 months.

Taxing Authority

Authorized Property Tax Levies

The City is authorized to impose (i) a regular property tax levy and (ii) excess property tax levies
(unlimited as to rate or amount). RCW 84.52.043 generally allows a city to levy regular property taxes of
up to $3.375 per $1,000 of assessed valuation on all taxable property in the city. In addition, any city that
is annexed into a library district or a fire district is authorized to levy taxes at rates not exceeding $3.60
per $1,000 of assessed valuation, less the rates levied in any given year by the library and/or fire district.
The City is not annexed into either a library district or fire district. RCW 41.16.060 allows an additional
$0.225 per $1,000, for any municipal purpose, if the city is required to maintain certain firefighter pension
programs but those programs are fully funded and therefore is not being levied (see footnote 5 to the
table “Overlapping Taxing Districts” herein). The City’s regular levy for the 2013 collection year is
$3.26216 per $1,000. The regular levy is imposed without a vote of the people for general purposes,
including payment of debt service on the Bonds, and is subject to limitations (see “Regular Property Tax
Limitations” herein).

Excess levies are imposed, upon voter approval, to pay debt service on unlimited tax general obligation
bonds. An excess levy also may be imposed without a vote to prevent the impairment of a contract (RCW
84.52.052). See “Bonded Indebtedness.”

The City’s Property Tax Levies
The following table shows the City’s levy rates and dollar amounts levied since 2008.

City’s Ad Valorem Tax Levies
(Dollars Per $1,000 of Assessed Valuation)

Collection Levy Rates Levy Amounts

Year Regular Bond® EMS®@ Total Regular Bond® EMS®@ Total

2013 $3.26216 $0.17612 $0.50000 $3.93828 | $52,240,093  $2,820,328 $ 8,006,973 $63,067,394
2012 2.96669  0.14912 0.50000 3.61581 52,390,865 2,600,000 8,825,223 63,816,088
2011 2.62934  0.11517 0.50000  3.24451 49,566,426 2,167,040 9,516,751 61,250,217
2010 2.36463  0.13719 0.48836  2.99019 48,743,312 2,812,256 10,117,421 61,672,989
2009 2.21645 0.13527 0.45894  2.81066 47,930,876 2,896,649 9,924,527 60,752,052
2008 2.23500  0.14077 0.46385  2.83962 46,476,865 2,898,471 9,645,780 59,021,116

(1) For voter-approved general obligation bonds.

(2) Emergency medical service levy.

Sources: Pierce County Assessor’s Office.
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Overlapping Taxing Districts

The overlapping taxing districts within the City have the statutory power to levy regular property taxes
at the following rates subject to the limitations provided by chapter 84.55 RCW, and levy excess voter
approved property taxes. For purposes of demonstration, representative levy rates for “levy code 005” of
the County, as well as the statutory levy authority of each type of potential overlapping district, are listed
below. Levy code 005 does not include all of the property within the City; as a result, additional taxing
districts, not listed below, levy taxes within the City.

2012 Representative Levy Rates Statutory Levy Authority

Per $1,000 of Per $1,000 of
Assessed Value Assessed Value
Pierce County $1.42345 O $1.800 @
County (Road Levy) n/a ® 2.250
Rural Library District n/a ©® 0.500
Fire Protection District n/a ©® 1.500
Port of Tacoma 0.18136 0.450
The City 3.11581 @ 3.375
Cities and Towns n/a 0.225 ©
Hospital Districts n/a ® 0.750
State Schools 2.40790 3.600 ©
Tacoma Metropolitan Park 1.10735 @ 0.750
Tacoma School District No. 10 7.04084 n/a ®
Emergency Medical Services 0.50000 @
Total rate for Pierce County levy code 005: $15.77672

(1) Includes levy of $0.05134 per $1,000 for conservation futures.

(2) Pursuant to RCW 84.52.043(1), a county may increase its levy from $1.80 per $1,000 to a rate not to exceed $2.475
per $1,000 for general county purposes if (i) the total levies for both the county and any road district within the
county do not exceed $4.05 per $1,000 and (ii) no other taxing district has its levy reduced as a result of the
increased county levy.

(3) Pierce County levy code 005 is included within the incorporated portion of Pierce County and therefore does not
have a road levy. Likewise, it does not contain either a rural library district, fire protection district or a hospital
district.

(4) Includes voter-approved bond levy of $0.14912 per $1,000. The City also levies an emergency medical services
levy of $0.50 per $1,000 as shown in the table above.

(5) RCW 41.16.060. To be used for pension funding purposes, if required; otherwise this tax may be levied and used
for any other municipal purpose.

(6) RCW 84.52.043(1). The levy by the State shall not exceed $3.60 per $1,000 assessed value adjusted to the State
equalized value in accordance with the indicated ratio fixed by the State Department of Revenue to be used
exclusively for the support of the common schools.

(7) Includes a voter-approved levy of $0.35735 per $1,000.

(8) Washington school districts do not have nonvoted regular levy authority.

Source:Pierce County Assessor’s Office.

Local Improvement District Guaranty Fund

The City has outstanding $37,899,000 in local improvement district bonds and anticipates issuing
approximately $31,000,000 in consolidated local improvement district bonds in the second quarter of
2013. Under Washington law, cities are required to establish a local improvement district guaranty fund
(the “Guaranty Fund”) for the purpose of guaranteeing the payment of principal of and interest on its
local improvement district bonds, notes and warrants. The City is required to provide for the annual levy
of a sum sufficient, together with other sources of the Guaranty Fund, to pay warrants issued against the
Guaranty Fund during the preceding fiscal year, if any, and to establish a balance therein; provided that
the levy in any one year will not exceed the greater of either (i) 12 percent of the outstanding obligations
guaranteed by the Guaranty Fund, or (ii) the total amount of delinquent assessments before the levy, as of
September 1 (RCW 35.54.060). The taxes levied for the maintenance of the Guaranty Fund will be in
addition to and, if need be, in excess of all statutory and charter limitations applicable to tax levies in the
City.
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General Property Taxes

The following provides a general description of the City’s authority to levy property taxes and limitations
thereon, the method of determining the assessed value of real and personal property, tax collection
procedures, and tax collection information.

The City is authorized to levy both “regular” property taxes and “excess” property taxes.

(1) Regular Property Taxes. Regular property taxes are subject to constitutional and statutory
limitations as to rates and amounts and commonly are imposed by taxing districts for general
municipal purposes, including the payment of debt service on limited tax general obligation
indebtedness, such as the Bonds. Regular property taxes do not require voter approval except as
described below.

) Excess Property Taxes. Excess property taxes are not subject to limitation as to rates or amounts
but must be authorized by a 60 percent approving popular vote, 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 percent of the number who voted at the last City general election,
except that one-year excess tax levies also are valid if the turnout is less than 40 percent and the
measure receives a number of affirmative votes equal to or greater than 24 percent of the number
who voted at the last City general election. Excess levies may be imposed without a popular vote
when necessary to prevent impairment of the obligations of contracts.

Regular Property Tax Limitations

The authority of a city to levy taxes without a vote of the people for general city purposes, including the
payment of debt service on limited tax general obligation indebtedness, such as the Bonds, is subject to
the limitations described below. Information relating to regular property tax limitations is based on
existing statutes and constitutional provisions. Changes in such laws could alter the impact of other
interrelated tax limitations on the City.

Maximum Rate Limitation. See “Authorized Property Tax Levies” for a description of the statutory limit
on the rate per thousand of city regular property taxes and the rate and the amount of the City’s current
levy. Additional constitutional and statutory limits apply, as described below.

The One Percent Aggregate Regular Levy Limitation. Article VII, Section 2 of the Washington Constitution,
as amended in 1973, limits aggregate regular property tax levies by the State and all taxing districts,
except port districts and public utility districts, to one percent of the true and fair value of property.
RCW 84.52.050 provides the same limitation by statute.

$5.90/$1,000 Aggregate Regular Levy Limitation. Within the one percent limitation described above, RCW
84.52.043(2) imposes an aggregate limitation on regular tax levies by all taxing districts, other than the
State, of $5.90/$1,000 of assessed value, except levies for any port or public utility district; excess levies
authorized in Article VII, Section 2 of the State Constitution; and certain levies for acquiring conservation
futures, for emergency medical services or care, and to finance affordable housing.

Uniformity Requirement. Article VI, Section 1 of the Washington Constitution requires that property taxes
be levied at a uniform rate upon the same class of property within the territorial limits of a taxing district
levying such taxes. It is possible because of different overlapping taxing districts in different areas of the
City that the maximum permissible levy might vary within the City. In that event, to comply with the
constitutional requirement for uniformity of taxation, the lowest of the maximum permissible rates for
any part of the City would be applied to the entire City.

Prioritization of Levies. RCW 84.52.010 provides that if aggregate levies certified by all taxing districts
exceed the aggregate levy limitations described above, levies certified by junior taxing districts are
reduced or eliminated in order to bring the aggregate levy into compliance with the statutory maximum
prescribed by RCW 84.52.050 and 84.52.043. RCW 84.52.043 defines “junior taxing districts” as all taxing
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districts other than the state, counties, road districts, cities, towns, port districts, and public utility
districts.

The tax levy for unlimited tax general obligation bonds is a special excess levy approved by the voters,
and as such, is not subject to the limitations on regular levies described above. The Bonds are not
unlimited tax general obligation bonds.

The Levy Limitation. The regular property tax increase limitation (chapter 84.55 RCW) limits the total
dollar amount of regular property taxes levied by an individual local taxing district, such as the City, to
the amount of the highest allowable of such taxes levied in the three most recent years multiplied by a
limit factor, plus an adjustment to account for taxes on new construction, annexations, improvements and
State-assessed property at the previous year's rate. The limit factor is the lesser of 101 percent of the
highest levy in the three previous years (excluding new construction, improvements, and State-assessed
property) or 100 percent plus inflation, unless a greater amount is approved by a simple majority of the
voters. With a supermajority vote of the Council, the limit factor is a flat 101 percent.

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 City does not currently have any banked
levy capacity.

With a majority vote of its electors, a taxing district may levy, within the rate limitations described above,
more than what otherwise would be allowed by the tax increase limitation indefinitely or for a limited
period or to satisfy a limited purpose, as allowed by RCW 84.55.050. This is known as a “levy lid lift.”

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, improvements and State-assessed property) which exceed the rate of growth in taxes
allowed by the limit factor result in decreased regular tax levy rates, unless voters authorize a higher levy
or the taxing district uses banked levy capacity. Decreases in the assessed value of all property in the
taxing district (including new construction, improvements and State-assessed property) or increases in
such assessed value that are less than the rate of growth in taxes imposed, among other events, may
result in increased regular tax levy rates.

Assessed Value

The Pierce County Assessor (the “Assessor”), determines the value of all real and personal property
throughout Pierce County (the “County”) that is subject to ad valorem taxation, except certain utility
properties which are valued 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 percent of its market value. Three approaches
may be used to determine real property value: market data, replacement cost and income generating
capacity. In the County, all property is subject to an annual property valuation and an on-site revaluation
at least once every six years. 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 revisions by the
County Board of Equalization and, for certain property, subject to further revisions by the State Board of
Tax Appeals.

Property Tax Collection Procedure

Property taxes are levied in specific amounts and the rate for all taxes levied for all taxing districts in the
County is determined, calculated and fixed by the Assessor based upon the assessed value of the
property within the various taxing districts. The Assessor specifies the taxes to be levied within each
taxing district on a tax roll that contains the total amount of taxes to be so levied and collected. By
January 15 of each year, the tax roll is delivered to the County Treasurer, or equivalent thereof, who
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creates a tax account for each taxpayer and is responsible for the collection of taxes due to each account.
All such taxes are due and payable on April 30 of each 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. Delinquent
taxes are subject to interest at the rate of 12 percent per year computed on a monthly basis from the date
of delinquency until paid. In addition, a penalty of three percent is assessed on June 1st of the year in
which the tax was due and eight percent on December 1st of the year due. All collections of interest on
delinquent taxes are credited to the County’s current expense fund.

The method of giving notice of payment of taxes due, the accounting for the money collected, the division
of the taxes among the various taxing districts, notices of delinquency, and collection procedures are all
covered by detailed statutes. The lien on property taxes is prior to all other liens or encumbrances of any
kind on real or personal property subject to taxation. By law the Treasurer may not commence
foreclosure of a tax lien on real property until three years have passed since the first delinquency. The
State’s courts have not decided whether the Homestead Law (chapter 6.13 RCW) may give the occupying
homeowner a right to retain the first $125,000 (effective July 22, 2007) of proceeds of the forced sale of the
family residence or other “homestead” property for delinquent general property taxes. (See Algona v.
Sharp, 30 Wn. App. 837, 638 P.2d 627 (1982)), holding the homestead right superior to the improvement
district assessments). 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.

Property Tax Collection Record

Total Tax Collection
Collection Assessed Ad Valorem Year As of

Year Valuation® Tax Levy of Levy 10/31/12
2013 $ 16,013,945,690 $ 3.93828 (2) ()
2012 17,650,446,292 3.61581 (2) 88.5%
2011 19,033,502,788 3.24451 96.8% 98.5
2010 20,717,200,634 2.99019 96.5 99.3
2009 21,625,087,509 2.81066 96.6 99.9
2008 20,795,031,550 2.83962 96.6 100.0

(1)  Assessed value is based upon 100 percent of estimated actual valuation.
(2) In process of collection.

NOTE: Taxes are due and payable on April 30 of each year of the levy. The entire tax or first half must be paid on
or before April 30, otherwise the total amount becomes delinquent on May 1. The second half of the tax is
payable on or before October 31, becoming delinquent November 1.

Source: Pierce County Assessor’s and Treasurer’s Offices.
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Major Property Taxpayers

Percent of
2012 Collection Year City’s Total
Taxpayer Type of Business Assessed Valuation  Assessed Value
Tacoma Mall Corp. Retail $ 189,027,018 1.07%
Simpson Tacoma Kraft Co. Lumber mill/paper mfg. 81,440,861 0.46
CSC of Tacoma LLC IT systems 76,024,200 0.43
U.S. Oil & Refining Co. Petroleum products 72,229,300 0.41
AT&T Mobility LLC Telecommunications 70,645,796 0.40
Qwest Corporation Inc. Telecommunications 65,750,150 0.37
Puget Sound Energy/Gas Electric/gas utility 65,333,323 0.37
Simpson Lumber Company LLC Lumber mill/paper mfg. 58,388,900 0.33
ERP Operating LLP Real estate 44 565,400 0.25
NGP Centennial Tacoma LLC Real estate 43,529,300 0.25
Subtotal — The City’s Top 10 Largest Taxpayers 766,934,248 4.35
All Other City Taxpayers 16,883,512,044 95.65
Total City Taxpayers $  17,650,446,292 100.00%

Source: Pierce County Assessor’s Office.

Lodging Taxes

Chapter 67.28 RCW authorizes Washington cities to levy a lodging tax for the purpose of tourism
promotion or for the acquisition or operation of tourism-related facilities. The City is currently
authorized to levy the two percent basic lodging tax and an additional lodging tax of five percent, for a
total lodging tax of seven percent. As additional security for the payment of the portion of the Bonds
allocable to the refunding of the 2004 Refunded Bonds (see “Sources and Uses of Funds—Plan of
Refunding”), the City has covenanted in the Ordinance to levy lodging taxes (the “Lodging Taxes”) at not
less than the maximum rate currently permitted to it by statute. Proceeds of the 2004 Bonds were used to
finance the acquisition, construction, improvement and equipping of the Greater Tacoma Convention and
Trade Center (the “Convention Center”). The City has covenanted to continue levying such Lodging
Taxes and has pledged such taxes to the payment of the portion of the Bonds allocable to the refunding of
the 2004 Refunded Bonds to the extent permitted to it by statute.

The following table reflects actual collections of City’s lodging taxes for 2007 through 2012.

Lodging Tax Collections

2012 @ 2011 2010 2009 2008 2007
Basic 2% Tax $ 839,117 $ 800,610 $ 906,383 $ 895833 $ 1,004955 $ 916,461
Additional Tax @ 2,074,544 1,975,738 2,229,931 2,206,323 2,471,225 2,250,796
Total $ 2913661 $ 2,776,348 $ 3,136,314 $ 3,102,156 $ 3,476,180 $ 3,167,257

(1) Preliminary.

(2) The additional tax is levied in the City at a rate of five percent. The two percent portion of the additional tax is
collected on room revenues for all properties. The three percent portion is collected at properties with 26 or
more rooms.

Source: City of Tacoma.

-16-



Collection of Other Taxes and Revenues

In addition to its regular property tax levy, the City also collects various other taxes, including a retail
sales tax (also known as a “local sales and use tax”), business and occupation tax, real estate excise tax,
utility taxes and lodging taxes (described above), among others. A table showing historical revenue from
these sources is included at the end of this section.

Local Sales and Use Tax. In addition to the State, the City imposes a sales and use tax on the selling price
for value on any retail sale or use of tangible personal property within the City. The City’s sales and use
tax is collected by the State Department of Revenue (the “Department”) under a contract with the City
that provides for a deduction by the Department of one percent of the tax collected for the Department’s
administration costs. The general sales and use tax rate within the City as of October 1, 2012, was 9.5
percent. The sales tax rate is distributed as follows: 6.5 percent to the State; 0.3385 percent to the County;
0.9000 percent to the Rapid Transit Authority, 0.8515 percent to the City, 0.6000 percent to Pierce Transit,
and 0.1000 percent each to the Tacoma Metropolitan Park district, communication services and chemical
dependency. The amount of revenue generated by sales tax fluctuates from year to year due to changes
in the economy, buying habits of consumers, and the level of construction taking place in the City.

Streamlined Sales and Use Tax Agreement. In 2003, the State Legislature approved legislation authorizing
the State’s membership in the Streamlined Sales and Use Tax Agreement (the “SSUTA”), in an effort to
make sales and use taxes in the State more uniform with other states. Congress has required that state
sales taxes be more uniform before Congress will permit taxation of interstate catalogue and Internet
sales. In 2007, the State Legislature adopted legislation fully conforming to the SSUTA. Effective July 1,
2008, the sales tax system changed in the State from an origin-based system to a destination-based
system. Under destination sourcing, sales taxes on goods delivered to customers in the State are credited
to the taxing jurisdiction where the goods are delivered (as opposed to the point of sale) and the rate of
the tax is determined by the local rate in the destination taxing jurisdiction.

The State Legislature enacted certain provisions to mitigate net losses in sales and use tax collections of
local taxing jurisdictions resulting from the change to a destination-based system. To qualify, the local
taxing jurisdiction must be negatively impacted by the legislation and the local sales tax must be in effect
before July 1, 2008, among other requirements. Money for mitigation is subject to appropriation by the
State Legislature. Under the mitigation legislation, on each July 1, the State Treasurer is required to
transfer an amount determined by the Department to fully mitigate negatively impacted local
jurisdictions. Mitigation for the first year is determined by the Department from tax reporting data to
determine actual losses less gains from voluntarily registered sellers. Beginning December 31, 2008,
distributions from the account are required to be made quarterly. After the first year, the Department is
required to determine each local jurisdiction’s annual losses, and distributions are required to be made
quarterly representing one-fourth of a jurisdiction's annual loss less voluntary compliance revenue from
the previous quarter. Losses in sales tax revenues are based on a business by business comparison of
sales patterns in each jurisdiction before and after the change to destination-based sales tax. “Voluntary
compliance revenue” is the local sales tax revenue gain to each local taxing jurisdiction reported to the
Department by sellers in other states voluntarily registered through the SSUTA.

As a result of this legislation, the City has received mitigation payments from the State, including
$174,250 in 2010, $133,105 in 2011 and $117,387 in 2012. Although the City cannot predict its future sales
tax receipts, if the City is negatively impacted by the legislation in the future, it intends to seek mitigation
payments to offset any losses so long as it is eligible.
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Business and Occupation Tax. The City’s Business and Occupation (“B&0O”) tax is a gross receipts tax,
measured on the value of products, gross proceeds of sale, or gross income of the business. The City
charges a B&O tax for work conducted within the City limits by the following industries during any tax
year.

TYPE OF BUSINESS TAX RATE
Service and Other/Retail Services 0.400%
Retailing 0.153
Public Road Construction 0.110
Manufacturing/Extraction 0.110
Wholesaling 0.102

Real Estate Excise Tax. The real estate excise tax (“REET”) is split into two parts, REET 1 and REET 2, both
at 1/4 of one percent of the gross amount of real estate transfers made in the City for a total of 1/2 of one
percent. REET taxes may only be used for certain capital purposes. REET taxes are deposited directly
into the City’s Capital Projects Fund and are not General Fund revenues.

Utility Taxes. Utility taxes are taxes applied to utilities providing services in the City including City-
owned and privately-owned utilities. The City levies a tax of six percent on telephone, electric and
natural gas utilities. In addition, the City levies a tax of eight percent on solid waste disposal, cable
television services, and water, wastewater and rail services.
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Historical Tax Collections

The following table shows the historical revenues from certain taxes deposited into the General Fund. For information regarding lodging tax
history, see “Taxing Authority — Lodging Taxes” herein.

HISTORICAL TAX COLLECTIONS

Budgeted
General Fund (1) 2013 2012 (2) 2011 2010 2009 2008
Property $ 51,190,160 $ 47,831,755 $ 49,138,085 $ 48,446,162 $ 47,178,832 $ 46,003,012
Sales and Use 40,138,721 37,031,222 37,599,196 37,803,003 37,475,429 43,309,045
Utility 44,287,183 38,477,276 41,338,112 40,510,884 38,638,385 41,565,551
B&O Taxes 41,264,337 38,890,124 40,959,970 38,959,617 40,006,635 44,716,740
$ 176,880,401 $ 162,230,377 $ 169,035,363 $ 165,719,666 $ 163,299,281 $ 175,594,348

(1) Total tax revenue in the General Fund differs from the amount reported on the City’s financial statements due to a restatement of utility taxes to interfund
transfer revenues and to the inclusion of penalties and interest on business taxes in tax revenue in the financial statements. The amounts listed above

represent the receipts before the restatement.
(2) Through November 30, 2012.

Source: City of Tacoma.

HISTORICAL TAX COLLECTIONS
NOVEMBER 30 YEAR-TO-DATE COLLECTION COMPARISON

General Fund 11/30/2012 11/30/2011

Property $ 47,831,755 $ 45,320,779
Sales 37,031,222 36,385,362
Utility 38,477,276 37,502,357
B&O Taxes 38,890,124 39,128,619

$ 162,230,377 $ 158,337,117

Source: City of Tacoma.
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Authorized Investments

Chapter 35.39 RCW limits the investment by cities and towns of its inactive funds or other funds in excess
of current needs to the following authorized investments: United States bonds; United States certificates
of indebtedness; bonds or warrants of the State and any local government in the State; its own bonds or
warrants of a local improvement district which are within the protection of the local improvement
guaranty fund law; and any other investment authorized by law for any other taxing district or the State
Treasurer. Under chapter 43.84 RCW, the State Treasurer may invest in non-negotiable certificates of
deposit in designated qualified public depositories; in obligations of the U.S. government, its agencies
and wholly owned corporations; in bankers’ acceptances; in commercial paper; in the obligations of the
federal home loan bank, federal national mortgage association and other government corporations
subject to statutory provisions and may enter into repurchase agreements. Utility revenue bonds and
warrants of any city and bonds or warrants of a local improvement district are also eligible investments
(RCW 35.39.030).

Chapter 39.59 RCW provides that, in addition to any other investment authority granted by law, the City
is authorized to invest in bonds of the State of Washington and any local government in the State of
Washington that have, at the time of investment, one of the three highest credit ratings of a nationally
recognized rating agency; and general obligation bonds of a state other than the State of Washington and
general obligation bonds of a local government of a state other than the State of Washington that have, at
the time of investment, one of the three highest credit ratings of a nationally recognized rating agency.

Money available for investment may be invested on an individual fund basis or may, unless otherwise
restricted by law, be commingled within one common investment portfolio. All income derived from
such investment may be either apportioned to and used by the various participating funds or for the
benefit of the general government in accordance with city ordinances or resolutions. Funds derived from
the sale of bonds or other instruments of indebtedness will be invested or used in such manner as the
authorizing ordinances, resolutions or bond covenants may lawfully prescribe.

Investment Practices

City’s Investments.The City’s Investment Committee (composed of the Mayor, the Finance Director and
the City Treasurer) has recommended the following portfolio mix guidelines. These guidelines are
intended to limit risk and generate a competitive return on investments. The Committee is committed to
complying with the guidelines and recognizes that daily transactions may misalign this mix.

(1) Banker’s Acceptances. City investment policy allows for purchase of Banker’s Acceptances of the
top 50 world banks as published by American Banker. Portfolio mix guidelines suggest a
maximum of 20 percent of the total portfolio with no more than ten percent of the total portfolio
in any one bank.

(ii) U.S. Treasury Bills, Certificates, Notes and Bonds.Portfolio mix guidelines allow for a maximum of
100 percent of the total portfolio to be invested in these securities.

(iii) U.S. Government Agency Securities. Portfolio mix guidelines suggest a maximum of 90 percent of
the total portfolio with no more than 50 percent of the total portfolio per agency.

(iv) Commercial Paper. Portfolio mix guidelines require the highest rating by at least two nationally
recognized rating agencies for purchase with no more than ten percent of the portfolio invested
in commercial paper with an additional limit of no more than three percent in any one issuer.

) Repurchase Agreements. Portfolio mix guidelines suggest repurchase agreements be limited to a
maximum of 15 percent of the total portfolio. The market value of collateral must exceed the
dollar amount of the repurchase agreement by two percent over the term of the agreement. The
collateral must be an investment instrument that the City is authorized to purchase.

(vi) Reverse Repurchase Agreements. The City is allowed to participate in reverse repurchase
agreements, but did not in 2011.
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The City is authorized under State Law, primarily RCW 43.84.080, RCW 39.59.020 and by the City of
Tacoma Investment Policy (Tacoma City Charter Section 7.4) to make security lending transactions.
Securities lent are collateralized with cash or securities having 102 percent of market value. See Note 4 to
Financial Statements at Appendix C. The City’s pension funds can be invested in a broad range of
investments.

As of December 31, 2012, the City’s cash and investments, on a fair value basis, totaled $954 million (does
not include pension funds). The portfolio was distributed in various types of investment vehicles in the
percentages as shown in the table below. See Note 4 to the Financial Statements attached as Appendix C.

Schedule of Deposits and Investments for all City Funds
(As of December 31, 2012)

(000’s)
Municipal Securities 27.33%
Federal National Mortgage Association (Fannie Mae) 23.58
Federal Home Loan Mortgage Association (Freddie Mac) 17.66
LGIP 7.65
Federal Home Loan Bank (Home Loan 7.56
Bank Interest — Bearing Accounts 6.23
Federal Farm Credit Bank (Farm Credit) 6.00
Federal Agricultural Mortgage Corp. (Farmer Mac) 1.51
Tennessee Valley Authority (TVA) 1.45
Secured Repurchase Agreements 0.92
U.S. Treasuries 0.11
Total 100.00%

State Local Investment Pool

The State Treasurer’s Office administers the Washington State Local Government Investment Pool (the
“LGIP”), which invests money on behalf of more than 450 cities, counties and special taxing districts. In
its management of LGIP, the State Treasurer is required to adhere, at all times, to the principles
appropriate for the prudent investment of public funds. These principles are, in order of priority, (i) the
safety of principal; (ii) the assurance of sufficient liquidity to meet cash flow demands; and (iii) the
attainment of the highest possible yield within the constraints of the first two goals. Historically, the
LGIP has had sufficient liquidity to meet all cash flow demands.

The LGIP, authorized by chapter 43.250 RCW, is a voluntary pool which provides its participants the
opportunity to benefit from the economies of scale inherent in pooling. It is also intended to offer
participants increased safety of principal and the ability to achieve a higher investment yield than would
otherwise be available to them. The pool is restricted to investments with maturities of one year or less,
and the average life typically is less than 90 days. Investments permitted under the pool’s guidelines
include U.S. government and agency securities, bankers’ acceptances, high quality commercial paper,
repurchase and reverse repurchase agreements, motor vehicle fund warrants, and certificates of deposit
issued by qualified Washington State depositories.
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Authorized Investments for Bond Proceeds

In addition to the eligible investments discussed above, bond proceeds may also be invested in mutual
funds with portfolios consisting of U.S. government and guaranteed agency securities with average
maturities of less than four years; municipal securities rated in one of the four highest categories; and
money market funds consisting of the same, so long as municipal securities held in the fund(s) are in one
of the two highest rating categories of a nationally recognized rating agency. Bond proceeds may also be
invested in shares of money market funds with portfolios of securities otherwise authorized by law for
investment by local governments (RCW 39.59.030). See “Authorized Investments —Investment Practices”
herein for a discussion of the City’s investment portfolio.

Financial Information

Governmental fund financial statements focus on near-term inflow and outflows of expendable
resources, as well as on balances of expendable resources available at the end of the fiscal year. The focus
of the governmental fund statement is on major funds. The City’s General Fund and Street Fund are
major funds. Also included in the governmental fund statement are non-major government funds
consisting of debt service funds, capital project funds, and special revenue funds. The City’s finances are
structured to account for all dedicated revenues in separate funds. General tax revenues are all
accounted for in the General Fund. Taxes dedicated or restricted to specific purposes are accounted for in
separate funds. The City adopts a biennial budget but is required to produce annual audited financial
statements. The most recent audited financial statement is for 2011, the first year of the 2011/2012
biennium. In 2011, the fund balance for the City’s General Fund decreased by $5.9 million from the end
of 2010, but is projected to increase by $2 million for 2012 over 2011 as the projected $32 million deficit
has been corrected. The fund balance for the Street fund, a new major fund in 2011, decreased by $2.9
million and will decline further in 2012 as several major capital projects are completed. The fund balance
for the non-major governmental funds decreased in 2011 from 2010 as fund balance from prior year bond
sales was expended on various capital projects.
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Comparative General Fund Statement

of Revenues, Expenditures and Changes in Fund Balances

Revenues
Taxes
Licenses and Permits
Intergovernmental
Charges for Services
Fines and Forfeitures
Interest
Miscellaneous

Total Revenues

Expenditures

Current
General Government
Security of Persons and Property
Physical Environment
Transportation
Economic Environment
Mental and Physical Health
Culture and Recreation
Capital Outlay

Debt Service®

Total Expenditures

Excess (deficiency) of Revenues
Over (Under) Expenditures
Other Financing Sources (Uses)
Sale of Capital Asset
Transfers in
Tranfers out to other Governmental Funds
Total Other Financing Sources and Uses
Net Change in Fund Balance

Fund Balances-Beginning®®
Prior Period Adjustments
Change in Accounting Principle

Fund Balances-Ending®

(Fiscal Years Ended December 31)
(amounts expressed in thousands)

Unaudited Actual

Thru 9/30/12 2011 2010 2009 2008 2007
$ 123462 $ 172,989 $ 169,326 $ 126,721 135,832 $ 135319
2,789 3,242 3,114 4,713 5,108 8,483
7,080 8,775 9,907 8,887 10,691 9,137
896 1,196 2,094 2,942 3,830 3,419
543 724 O 5,470 4,031 4,070 3,104
403 1,079 1,099 1,634 2,840 4,331
2,431 1,060 819 267 1,478 295
137,604 189,065 191,829 149,195 163,849 164,088
17,371 21,645 21,941 22,159 21,186 15,613
85,354 128,370 124,166 132,004 129,466 121,630
0 0 - 0 541 532
6,999 0@ 15,416 15,344 17,040 16,654
8,777 13,694 14,630 19,470 20,543 17,852
0 1,354 1,358 1,364 1,354 1,328
8,621 12,845 13,045 12,930 16,157 12,919
253 2,033 1,356 1,470 2,838 1,654
13 13 77 42 117 181
127,388 179,954 191,989 204,783 209,242 188,363
10,216 9,111 (160) (55,588) (45,393) (24,275)
658 - 8 170 3 43
4,742 1,286 696 47,033 @ 41,978 @ 42,078
(11,752) (16,373) (4,979) (5,759) (7,762) (8,570)
(6,352) (15,087) (4,275) 41,444 34,219 33,551
3,864 (5,976) (4,435) (14,144) (11,174) 9,276
34,851 41,146 38,261 52,405 65,834 56,508
(2,647) (318) (235) - (2,255) 50

- - 6,404 - - -
$ 36,068 $ 34,852 $ 39,995 $ 38,261 52,405 $ 65834

(1) Special funds were created for fines and forfeitures beginning in 2011.

(2) The Street Fund) was created for transportation beginning in 2011.

(3) Debt service on most limited tax general obligation bonds is paid from revenue sources other than General Fund
taxes and therefore is included as an expense of a specific fund. The debt service on the portion of the Bonds
refunding the 2004 Bonds, which represents approximately 98 percent of the debt service, will be included in the

Convention Center Fund.

(4) Primarily represents utility taxes. Beginning in 2010, utility taxes were categorized as “Taxes” under Revenues.
(5) The ending fund balance in 2010 did not match the beginning fund balance in 2011 due to a change in accounting

procedures from the implementation of GASB 54.

(6) Projected unrestricted ending General Fund balance for 2012 is approximately $16 million.

Source: City of Tacoma Audited Financial Statements (except for 2012 information which is unaudited).
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Revenues
Taxes
Licenses and permits
Intergovernmental
Charges for services
Fines and forfeitures
Interest
Miscellaneous

Total Revenues

Expenditures

Current
General government
Security of persons and property
Physical environment
Transportation
Economic environment
Mental and physical health
Culture and recreation
Capital outlay

G.O. Debt Service

Total Expenditures

Excess (deficiency) of Revenues
Over (Under) Expenditures

Other Financing Sources (Uses)
Sale of capital asset
Transfers in
Tranfers out
Proceeds from bond issues
Issuance of debt refunding bonds
Payment to escrow - refunded bonds
Contributions from property owners
Insurance recoveries
Premium on issuance of debt
Discount in issuance of debt

Total Other Financing Sources and Uses

Net Change in Fund Balance

Fund Balances-Beginning

Prior Period Adjustments
Change in Accounting Principle
Fund Balances-Ending

Total Governmental Funds ®
Comparative Statement of Revenues, Expenditures and Changes in Fund Balances
(Fiscal Years Ended December 31)
(amounts expressed in thousands)

Unaudited Actual

Thru 9/30/12 2011 2010 2009 2008 2007
$ 138,960 $ 190,362 $ 187904 Y ¢ 145101 @ $ 155,129 $ 158,320
2,896 3,539 3,823 5,382 6,168 9,731
47,878 61,376 48,259 40,991 31,461 48,257
5,840 9,512 9,473 10,836 10,663 9,557
2,803 3,612 6,080 4,617 4,366 3,869

260 4,657 2,982 4,131 6,566 8,976

5,367 4,382 4,642 2,606 3,805 1,968
204,004 277,440 263,163 213,664 218,158 240,678
27,891 25,116 25,553 37,148 23,728 18,243
102,293 144,949 139,371 135,269 142,967 133,933

- - - ) 628 605

15,686 33,525 26,220 24,066 24,670 22,828
11,522 21,892 25,972 28,682 27,055 27,046

11 2,109 2,093 2,256 2,138 1,965

11,820 13,266 13,339 13,185 16,212 14,795
4,353 71,860 49,514 40,172 34,813 38,091
37,822 12,423 13,125 8,726 8,833 8,775
211,398 325,140 295,187 289,502 281,044 266,281
(7,394) (47,700) (32,024) (75,838) (62,886) (25,603)
1,688 1) 19 170 2,705 43
19,985 24,526 6,407 56,635 52,657 53,605
(20,988) (32,419) (13,330) (16,612) (17,788) (15,775)
9,733 - 43,305 56,335 4,468 10,145

16,539 29,671 - - -

- - (29,152) - - -

- - - - 11 -

35 - - - - -

(34) - 2,618 226 - -
- - (59) (154) - (35)

10,419 8,555 39,479 96,600 42,053 47,983
3,025 (39,145) 7,455 20,762 (20,833) 22,380
133,292 175,437 162,451 141,689 165,170 148,497
(835) (3,000) (194) - (2,648) (5,707)

- - 5,725 - - -
$ 135482 $ 133,292 $ 175,437 $ 162,451 $ 141,689 $ 165,170

(1) In 2010, gross excise taxes were included in “Business Taxes.” In previous years they were classified as Transfers In.
(2) Includes the General Fund, Street Fund and Other Governmental Funds. Collection of taxes in 2009 decreased

by $10 million from 2008 due to the economic downturn.

Source: City of Tacoma Audited Financial Statements (except for 2012 information which is unaudited).
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Assets
Cash and Cash Equivalents
Accounts Receivable
Due from Other Funds
Due from Other Governments
Prepaid Expenditures
Inventory
Recoverable Deposits
Other Current Assets
Advances to Other Funds
Total Assets

Liabilities and Fund Balances
Liabilities:
Accounts Payable
Accrued Wages and Benefits Payable
Notes, Leases and Contracts Payable
Deposits Payable
Accrued Taxes Payable
Due to Other Funds
Due to Other Governments
Deferred Revenue
Other Current Liabilities
Total Liabilities

Fund Balances:
Reserved
Unreserved, Reported in General Fund

Total Liabilities and Fund Balance

Comparative General Fund Balance Sheet ®
(Fiscal Years Ended December 31)
(amounts expressed in thousands)

Unaudited Actual
Thru 9/30/12 2011 2010 2009 2008 2007
$ 9,538 $ 8,075 $ 12,100 $ 15,801 $ 30,517 $ 44,237
39,465 24,488 20,519 @ 12,776 12,915 14,877
0 2,392 2,875 6,575 604 356
4,108 4,240 4,263 4,307 4,275 197
24 316 352 378 214 103
1,063 1,008 2,424 2,469 1,809 1,216
- - - - - 1
- - 3 3 3 3
11,909 12,181 12,051 13,249 15,630 14,757
$ 66,107 $ 52,700 $ 54,587 $ 55,558 $ 65,967 $ 75,747
$ 595 $ 1,816 $ 2,526 $ 2,801 $ 3,641 $ 2,241
1,711 4,803 4,361 3,969 3,354 2,379
- - - 2 2 -
- - - 4 21 292
12 61 14 12 21 60
0 1,354 2,312 4,985 771 914
860 190 180 217 592 37
26,191 8,811 5,012 5,131 4,986 3,865
670 813 187 176 174 125
$ 30,039 $ 17,848 $ 14,592 $ 17,297 $ 13,562 $ 9,913
20,302 20,613 20,947 24,517 24,871 19,526
15,766 14,239 19,048 13,744 27,534 46,308
$ 66,107 $ 52,700 $ 54,587 $ 55,558 $ 65,967 $ 75,747

(1) Long-term liabilities, including bonds and compensated absences, and pension obligations are not included on

the balance sheet.

(2) The increase in accounts receivables for 2010 reflected a change in accounting wherein delinquent property and

other taxes were accrued.

Source: City of Tacoma Audited Financial Statements (except for 2012 information which is unaudited).
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Total Governmental Funds @®
Comparative Balance Sheet
(Fiscal Years Ended December 31)
(amounts expressed in thousands)

Unaudited Actual
Thru 9/30/12 2011 2010 2009 2008 2007
Assets
Cash and cash equivalents $ 100,278 $ 107,524 $ 151,227 $ 130,496 $ 107,952 $ 120,884
Investments at fair value 4,210 2,440 2,525 2,232 2,722 2,800
Accounts receivable 13,600 39,482 37,749 17,919 23,974 23,975
Due from other funds 1 4,300 3,454 7,852 2,240 2,585
Due from other governments 44,933 4,316 5,945 13,732 11,307 13,560
Prepaid expenditures 74 667 354 379 216 103
Inventory 2,943 2,911 2,499 2,744 1,884 1,291
Recoverable deposits - - - - - 1
Other current assets 1) 918 3,150 3,521 203 3
Advances to other funds 15,994 16,500 16,922 19,134 23,143 27,691
Total Assets $ 182,032 $ 179,058 $ 223,825 $ 198,009 $ 173,641 $ 192,893
Liabilities and Fund Balances
Liabilities:
Accounts payable $ 3,158 $ 9,197 $ 11,709 $ 6,329 $ 8,308 $ 6,605
Accrued wages and benefits payable 2,256 6,045 4,715 4,260 3,591 2,543
Notes, leases and contracts payable - - 2 2 -
Deposits payable 82 58 15 17 97 406
Accrued taxes payable 93 82 32 35 25 94
Due to other funds 1 4,456 2,981 6,319 1,541 1,662
Due to other governments 135 199 189 217 607 39
Deferred revenue 34,274 19,118 21,801 11,102 9,992 8,870
Advances from other funds 5,734 5,764 5,978 6,151 6,700 6,732
Other current liabilities 817 847 968 1,126 1,089 772
Total Liabilities 46,550 45,766 48,388 35,558 31,952 27,723
Fund Balances:
Reserved 126,757 162,913 69,612 75,477 58,634 54,812
Unreserved 8,725 (29,621) 105,825 86,974 83,055 110,358
Total Fund Balance 135,482 133,292 175,437 162,451 141,689 165,170
Total Liabilities and Fund Balance $ 182,032 $ 179,058 $ 223,825 $ 198,009 $ 173,641 $ 192,893

(1) Long-term liabilities, including bonds and compensated absences, and pension obligations are not included on
the balance sheet.

Source: City of Tacoma Audited Financial Statements (except for 2012 information which is unaudited).

General Fund Budget

In 2012, the Council hired a new City Manager and initiated actions to eliminate a forecasted $32 million
gap in the City’s 2011/2012 General Fund budget. In December 2012, the Council adopted a balanced
2013/2014 General Fund budget that was originally projected to have a $63 million deficit.

In each of the previous three biennium (2007-2008 through 2011-2012), expenditures exceeded budgeted
revenues (the 2011/2012 budget was in due course rebalanced). General Fund reserves were reduced
from $46.3 million in 2008 to $14.2 million in 2011.

The City’s 2013/2014 General Fund budget is balanced. The budget includes numerous expenditure
reductions, including 224 (18%) fewer full-time equivalent positions, reductions in transfers to other
funds and reductions in funding of external agencies. The City Council has enacted several tax increases,
including elimination of a business tax exemption for non-profit health care organizations and imposition
of a $20 vehicle license tab fee which are forecast to generate $9.4 million over the 2013/14 biennium.
Overall 2013/14 General Fund revenues are forecast to grow 2.5% over revised 2011/2012 estimates.
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General Fund

2013-2014 Adopted Biennial Budget

Adopted
2013-14
Revenue by Category
Property Tax $ 103,678,542
Sales Tax 80,277,441
Business Tax 83,028,674
Utility Tax 90,074,366
Other Taxes 4,070,688
Licenses and Permits 6,177,000
Intergovernmental Revenue (1) 21,579,046
Charges for Services 2,447,100
Fines and Forfeits 1,718,000
Misc. Revenue 3,607,500
Total Revenues $ 396,658,357
Expenditure by Department
City Attorney's Office 7,526,280
City Council 1,155,688
City Manager 1,467,936
Community & Economic Development 7,265,875
Finance 7,331,030
Fire 90,006,499
Government Relations 800,962
Hearing Examiner 518,073
Human Resources 2,251,739
Library 22,358,272
Municipal Court 7,022,726
Neighborhood & Community Services 14,918,437
Non Departmental (2) 64,489,685
Planning & Development Services 3,847,487
Police 143,428,570
Public Works 22,269,097
Total Expenditures $ 396,658,357

(1) Primary sources of “Intergovernmental Revenue” includes $8.2 million for fire protection services to adjacent
communities; $4 million from a vehicle license fee; $4.6 million from liquor taxes; and $2.1 million in payments for
services provided to other local governments.

(2) Includes $4,487,731 designated to fund balance reserves.

Source: City of Tacoma.
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The City

The City was incorporated in 1884 and utilizes the Council-Manager form of government, which is
administered by a City Council (the “Council”) under the Constitution and laws of the State and the City
Charter. The Council is composed of a Mayor and eight members, five of whom are elected from districts
which have been apportioned according to population. The three remaining positions are “at-large”
positions, nominated and elected City-wide. The Councilmember positions are four-year terms with
overlapping terms to allow for the election of at least four new Council members every two years. The
Mayor is elected City-wide for a four-year term and is the presiding officer of the Council. Council
members, including the Mayor, can serve no more than ten consecutive years as a member of the Council,
Mayor or combination thereof.

The Council appoints a City Manager who is the chief executive officer of the City and who serves at the
pleasure of the Council. The City Manager is responsible to the Council for the administration of all
departments of the City with the exception of the Department of Public Utilities. The City Manager has
the power to appoint department heads.

The City Manager appoints a Finance Director who supervises the financial and purchasing functions of
the City, including the City’s accounting system. The Finance Director is responsible for preparing the
Comprehensive Annual Financial Report (“CAFR”) in accordance with generally accepted accounting
principles and the instructions of the State Auditor’s Office. The Finance Director is responsible for the
payment of principal and interest on all bonds issued by the City. The Finance Director is responsible for
the preparation and monitoring of the biennial budget, which provides for the servicing of debt and
provides for anticipated revenues to meet the estimated costs of expenditures. The budget is presented to
the Council for its review and approval and final adoption.

The City Treasurer is responsible for the receipt, custody and disbursement of City funds. The City
Treasurer receives all money due and belonging to the City, and keeps a detailed account of the same in
the manner prescribed by the Director of Finance. A Finance Committee composed of the Mayor,
Director of Finance and City Treasurer controls the investment of City funds.

City Council

Current members of the Council are:

Member Position Term Expires
Marilyn Strickland Mayor December 31, 2013
Joe Lonergan Deputy Mayor December 31, 2013
David Boe Councilmember December 31, 2015
Marty Campbell Councilmember December 31, 2013
Anders Ibsen Councilmember December 31, 2015
Ryan Mello Councilmember December 31, 2015
Robert Thoms Councilmember December 31, 2013
Lauren Walker Councilmember December 31, 2015
Victoria Woodards Councilmember December 31, 2013

City Staff

Steve Call, Interim Finance Director. Mr. Call was appointed Interim Finance Director in August 2012. Mr.
Call brings over 35 years of experience as a senior executive with a background in financial management,
management of operating and capital budgets, business planning and performance measures. From 2001
to 2006, Mr. Call served as the Director, Office of Management and Budget for King County, Washington.
Since 2006, Mr. Call has served as the interim Chief Financial Officer for Seattle City Light, the Finance
Director for the Cascade Water Alliance and as the interim Office of Management and Budget Director in
King County. More recently he has been consulting in the utility industry.
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Teresa Sedmak, City Treasurer. Ms. Sedmak was appointed City Treasurer in June 2012. Ms. Sedmak came
to the City with over 20 years of experience in public finance, debt and investment management. Prior to
joining the City, Ms. Sedmak served as the Manager of Debt and Investments for the Regional
Transportation District in Denver, Colorado from 1998 to 2012. She received her Master of Business
Degree, along with her Bachelor of Science in Business, from the University of Colorado.

Labor Relations

As of November 2012, the City employed 3,364 people, including 2,019 general government and 1,345
Tacoma Public Utilities employees. As of such date, approximately 81 percent of those employees who
are eligible under State law to be represented by a labor organization were members of one of the labor
unions representing City employees. The following table shows the current union contracts and their
respective expiration dates. The City considers its relationship with the bargaining units to be good.

Contract
No. of Expiration

Labor Union Employees Date
Local 17 International Federation of Professional and

Technical Engineers 247 12/31/2014
Local 26 IUPA Tacoma Police Management Association

(Captains and Lieutenants) 20 12/31/2014
Local 31 Tacoma Fire Fighters Union 369 12/31/2014
Local 117 Teamsters (General Unit) 243 12/31/2014
Local 117 Teamsters (Public Assembly Facilities (PAF) Unit) 31 12/31/2013
Local 117 Teamsters (Library Unit) 18 12/31/2014
Local 120 Washington State Council of County and City
Employees 149 12/31/2012 (1)
Local 120 Washington State Council of County and

City Employees (Library Unit) 109 12/31/2014
Local 160 IAM and AW International Association of

Machinist and Aerospace Workers (General Unit) 97 12/31/2011 (1)
Local 160 IAM and AW (WWTP Supervisors Unit) 3 12/31/2012 (1)
Local 160 IAM & AW (Yard Clerk Unit) 5 12/31/2016
Local 160 IAM & AW (Rail Mechanics Unit) 9 12/31/2012 (2)
Local 160 IAM and AW (Track Workers Unit) 8 12/31/2012 (2)
Local 313 Teamsters 123 12/31/2013
Local 483 IBEW (Click! Unit) 48 12/31/2011 (1)
Local 483 IBEW (Custodial and Building Maintenance Unit) 28 12/31/2012 (1)
Local 483 IBEW (Customer and Field Services) 142 12/31/2014
Local 483 IBEW (Supervisors Unit) 8 12/31/2014
Local 483 IBEW (Tacoma Power) 327 03/31/2013
Local 483 IBEW (Water Division) 113 12/31/2014
Local 483 IBEW (Water Pollution Control Unit) 49 12/31/2014
Local 483 IBEW (Clerical Unit) 169 12/31/2014
Local 483 IBEW (Court Clerks) 28 New Unit
Local 6 IUPA Tacoma Police Union 329 12/31/2014
Professional Public Safety Managers Association 7 12/31/2014
Brotherhood of Locomotive Engineers 19 12/31/2001 (2)
United Transportation Union (Switch Crews Unit) 28 12/31/2010 (2)
United Transportation Union (Yardmasters) 4 12/31/2011 (2)

(1) Contract extension currently under negotiation.
(2) Under the terms of the National Railway Labor Act (45 USC Section 8), the contract does not expire but is only
amendable; wage increases consistent with the national contracts of major rail carriers.

Source: City of Tacoma.
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Pension Funding

City employees other than law enforcement officers, fire fighters and railroad employees are covered by
the Tacoma Employees’ Retirement System (“TERS”), an actuarially funded system administered by the
City. Law enforcement officers and firefighters are covered by the Law Enforcement Officer and
Firefighter Retirement System (“LEOFF”), which is operated by the State for law enforcement officers and
firefighters throughout the State. Additionally, the City administers two single-employer pension funds
as required by State Statute: a Police Relief and Pension Fund and a Firemen’s Relief and Pension Fund.

Tacoma Employees” Retirement System (“TERS”). TERS is a local single employer defined benefit pension
retirement plan covering City of Tacoma employees. The Board of Administration of TERS administers
the plan, and benefit provisions are established in accordance with chapter 41.28 RCW and Chapter 1.30
of the Tacoma City Code. As of December 31, 2011, there were 1,950 retirees and beneficiaries receiving
benefits, 395 vested terminated employees entitled to future benefits, and 3,038 active members in TERS.

Employees covered by TERS are required by Chapter 1.30 of the Tacoma City Code to contribute to TERS.
Contributions are based on the percent of employee pay shown in the following table:

Member
Applicable Period City Rate Rate Total Rate
1/1/1980 to 12/31/1996 10.44% 8.89% 19.33%
1/1/1997 to 12/31/2000 9.02% 7.68% 16.70%
1/1/2001 to 2/1/2009 7.56% 6.44% 14.00%
2/2/2009 to 12/31/2009 8.64% 7.36% 16.00%
1/1/2010 to 12/31/2010 9.72% 8.28% 18.00%
1/1/2011 to 12/31/2011 10.26% 8.74% 19.00%
1/1/2012 and on 10.80% 9.20% 20.00%

Contributions City-wide totaled $42.4 million in 2011 ($22.5 million employer contributions and $19.9
million employee contributions) and totaled $40.2 million in 2010 ($21.3 million employer contributions
and $18.9 million employee contributions).

Actuarial Actuarial Accrued Unfunded Percentage
Valuation Value of Liability AAL Funded Covered of Covered
Date Assets (AAL) (UAAL) Ratio Payroll Payroll
01/01/2007 $1,021.3 $ 895.8 $(125.5) 114.0% $175.0 (71.7%)
01/01/2009 1,097.3 1,002.3 (95.0) 109.5% 197.4 (48.1%)
01/01/2011 1,074.8 1,132.9 58.1 94.9% 219.3 26.5%
01/01/2012 1,068.3 1,185.5 117.2 90.1% 219.4 53.4%

The most recent actuarial valuation of TERS was completed as of January 1, 2012 by Milliman (the
“Milliman Report”). Assumptions include investment earnings of 7.75%, wage growth of 4.25% and price
inflation of 3.25%. TERS’s 2011 market value investment return of 1.3% was less than the 7.75%
investment earning assumption. According to the Milliman Report, due primarily to the continued
recognition of a large asset loss in 2008, as of January 1, 2012 the Funding Ratio declined from 94.9% to
90.1% and the projected amortization period for the Unfunded Actuarial Accrued Liability (UAAL) has
increased from 12.8 years to 35.0 years. This is based on the Actuarial Value of Assets (AVA) which
smooths gains and losses over four years. As of January 1, 2012, the large 2008 loss was fully recognized
in the AVA. Since the 2011 investment return of 1.3% was lower than the 7.75% assumption, measures
based on the Market Value of Assets (MVA) also declined. Specifically, based on MVA, the Funding
Ratio declined from 95.4% to 91.3% and the projected amortization period of the UAAL increased from
11.4 years to 27.7 years. The asset losses were partially offset by salary increases that were less than
expected.
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The Milliman Report provides the following information regarding long-term funding projections: The
baseline projection demonstrates that if experience in all future years matches the actuarial assumptions,
including 7.75% investment returns, the Funding Ratio is projected to reach 100% by 2040. However, a
downside scenario projection showing that adverse investment experience similar to what TERS
experienced in 2006 — 2008 could require contribution rates to increase as high as 29.37% of pay to
amortize the UAAL over 30 years. Future experience is expected to be both better and worse than the
actuarial assumptions at different times and is likely to result in changes to TERS’s funding status.

Although TERS is funded over a long period of time, the measurement of TERS’s funding status can vary
widely from year-to-year due to asset returns. The following chart summarizes TERS’s asset returns in
recent years and compares the market value gains and losses to the Actuarial Accrued Liability at the
following valuation date. Returns greater than the 7.75% actuarial assumption are gains; returns less than
the 7.75% actuarial assumption are losses. The Actuarial Value of Assets recognizes these market value
gains and losses in four even pieces starting at the end of the year in which they occur. Gains in good
years are needed to offset losses in bad years. The $451 million market value loss in 2008 was equal to
45% of TERS’s Actuarial Accrued Liability was fully recognized in the actuarial assets as of January 1,
2012.

Market Value $
Gain / (Loss) End of Year
Market Value compared to Actuarial Accrued  Gain/ (Loss) as a %

Year % Return @ expected Liability (AAL) of next AAL
2002 (8.9)% $ (112,800,000) $ 686,800,000 (16.4)%
2003 29.4% $ 131,400,000 17.4%
2004 15.5% $ 60,100,000 $ 754,300,000 8.0%
2005 8.7% $ 8,500,000 0.9%
2006 18.6% $ 102,800,000 $ 895,800,000 11.5%
2007 3.9% $  (42,200,000) (4.2)%
2008 (32.0)% $  (451,000,000) $ 1,002,300,000 (45.0)%
2009 27.3% $ 147,700,000 13.0%
2010 14.1% $ 60,200,000 $ 1,132,900,000 5.3%
2011 1.3% $  (69,900,000) $ 1,185,500,000 (5.9)%
2012 @ 13.8% Not available $ 1,256,800,000 Not available

(1) The market value returns shown above are net of investment expenses, but not administrative expenses. They are
based on the TERS's annual financial statements, but may have some variance from calculations performed by
other parties due to different methodology.

(2) Preliminary.

In August 2012, the TERS retirement board changed the report of return assumption from 7.75% to 7.5%.
The changed assumption will be reflected in the 2012 valuation expected in May 2013.

Law Enforcement Officer and Firefighter Retirement System (“LEOFF”). LEOFF is a cost-sharing multiple-
employer defined benefit pension plan. Membership in the plan includes all full-time, fully compensated
local law enforcement officers and fire fighters. The LEOFF system includes two plans.

Participants who joined the system by September 30, 1977, are LEOFF Plan I members. Those joining
thereafter are enrolled in LEOFF Plan II. Retirement benefits are financed from employee and employer
contributions, investment earnings, and State contributions. Retirement benefits in both LEOFF Plan I
and LEOFF Plan II are vested after completion of five years of eligible service.

LEOFF Plan 1 members are vested after the completion of five years of eligible service. Plan 1 members
are eligible for retirement with five years of service at the age of 50.
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The benefit per year of service calculated as a percent of final average salary (FAS) is as follows:

Term of Percent of
Service Final Average
5-9 Years 1.0%
10-19 Years 1.5
20 or more years 2.0

LEOFF Plan 2 members are vested after the completion of five years of eligible service. Plan 2 members
may retire at the age of 50 with 20 years of service, or at the age of 53 with five years of service, with an
allowance of two percent of the FAS per year of service (FAS is based on the highest consecutive 60
months). Plan 2 members who retire prior to the age of 53 receive reduced benefits. Benefits are
actuarially reduced for each year that the benefit commences prior to age 53 and to reflect the choice of a
survivor option. If the member has at least 20 years of service and is age 50, the reduction is three percent
for each year prior to age 53. A cost-of-living allowance is granted (based on the Consumer Price Index),
capped at three percent annually.

LEOFF Plan 1 employer and employee contribution rates are established by statute, and the State is
responsible for the balance of the funding at rates set by the Pension Funding Council to fully amortize
the total costs of the plan. Employer and employee rates for LEOFF Plan 2 are set by the director of the
Department of Retirement Systems, based on recommendations by the Office of the State Actuary, to
continue to fully fund the plan. LEOFF Plan 2 employers and employees are required to contribute at the
level required by State law. The methods used to determine the contribution rates are established under
State statute in accordance with chapters 41.26 and 41.45 RCW.

The following table outlines the contribution rates of employees and employers under LEOFF.

LEOFF Contribution Rates as of September 1, 2012

Plan 1 Plan 2
Employer ® 0.16% 5.24%
Employee 0.00% 8.46%
State 0.00% 3.38%

(1) Includes a 0.16% administration fee.

For the year ending December 31, 2011, the City contributed $3.8 million to LEOFF, representing its full
liability under the system, except that future rates may be adjusted to meet the system needs.

The Department of Retirement Systems (“DRS”), a department within the primary government of the
State, issues a publicly available comprehensive annual financial report (“CAFR”) that includes financial
statements and required supplementary information for each plan. The DRS CAFR may be obtained by
writing to: Department of Retirement Systems, Communications Unit, P.O. Box 48380, Olympia, WA
98504-8380; or it may be downloaded from the DRS website at www.drs.wa.gov. According to the Report
of the State Actuary dated September 2012, the actuarial valuation of LEOFF Plan 1 and Plan 2 as of June
30, 2011 shows funding ratios of 135% and 119%, respectively, subject to the assumptions and
qualifications set forth in the report.

For additional information regarding the City’s retirement plans, see Note 5 to the City’s Audited
Financial Statements for 2011, attached as Appendix C. Subject to the assumptions and qualifications
described therein, the net pension obligation of the Firefighter’'s Relief and Pension Fund is a $8.8 million
net pension liability at December 31, 2011. The net pension obligation of the Police Relief and Pension
Fund is a $0.5 million net pension asset at December 31, 2011. See Note 5.
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Other Post-Employment Benefits

The Governmental Accounting Standards Board (“GASB”) issued a standard concerning Accounting and
Financial Reporting by Employers for Post-Employment Benefits Other than Pensions (GASB 45). In
addition to pensions, many state and local governmental employers provide other post-employment
benefits (“OPEB”) as part of total compensation to attract and retain the services of qualified employees.
OPEB includes post-employment health care as well as other forms of post-employment benefits that are
provided separately from pension plan benefits. The new standard provides for the measurement,
recognition and display of OPEB expenses/expenditures, related liabilities (assets), note disclosures, and,
if applicable, required supplementary information in the financial reports. This pronouncement became
effective for the City for the fiscal year ended December 31, 2007.

Information about the City’s OPEB obligation for the year ended December 31, 2011, is provided below.
The City is financing the benefits on a pay-as-you-go basis. The City provides the option for retirees to
pay the full premium cost of medical benefits until age 65, and for LEOFF 1, after the age 65. Eligibility
and the amount of benefits paid by the City vary by group (TERS, LEOFF 1, LEOFF 2, or Rail employees).

The OPEB percentage of cost contributed is the amount contributed by the retiree based on the Annual
OPEB cost. For example, for TERS the contributions (premium payments) made by the retiree were
$1,586,833, the actual cost of the OPEB was $5,175,241; the contribution was 30.7% of the actual OPEB
cost.

Other Post-Employment Benefits

Percentage of

Annual OPEB Cost Net OPEB

OPEB Cost  Contributed Obligation
TERS $ 5,175,241 30.7% $14,408,271
LEOFF I 12,008,953 63.0 13,503,582
LEOFF II 2,216,796 11.2 8,391,671
Rail 195,430 55.5 90,096

For additional information regarding the City’s OPEB, see Note 5 to the City’s Audited Financial
Statements for 2011, attached as Appendix C.

Fund Accounting

The accounts of the City are organized on the basis of funds and account groups, each of which is
considered a separate accounting entity. The operations of each fund are accounted for as a separate set
of self-balancing accounts that comprise its assets, liabilities, fund equity, revenues, other financing
sources, expenditures or expenses, as appropriate, and other financing uses. Government resources are
allocated to and accounted for in individual funds based upon the purpose for which they are to be spent
and the means by which spending activities are controlled.

Accounting systems and budgetary controls are prescribed by the Office of the State Auditor in
accordance with RCW 43.09.200 and RCW 43.09.230. State statutes require audits for cities to be
conducted by the Office of the State Auditor. The City complies with the systems and controls prescribed
by the Office of the State Auditor and establishes procedures and records which reasonably assure
safeguarding of assets and the reliability of financial reporting.

The State Auditor is required to examine the affairs of all local governments at least once every three
years. The City is audited annually. The examination must include, among other things, the financial
condition and resources of the City, whether the laws and constitution of the State are being complied
with, and the methods and accuracy of the accounts and reports of the City. Reports of the auditor’s
examinations are required to be filed in the office of the State Auditor and in the finance department of
the City.
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The audited financial statements of the City for the year ended December 31, 2011, attached as Appendix
C, are incorporated by reference to this Official Statement.

Budget Process

The expenditure budget is adopted by appropriation ordinance of the City Council and may be amended
by subsequent ordinances. The City budgets on a biennium basis. Budgets are legally adopted for all
governmental fund types, with the exception of the capital projects funds. While not required by law, the
City adopts budgets for proprietary funds and some selected trust funds. These budgets are
“management budgets” and, as such, are not reported in the City’s Comprehensive Annual Financial
Reports. All budgets are controlled at the fund level; the expenditures of a given fund may not legally
exceed its appropriations. Any amendments to increase a fund’s budget must be approved by the City
Council. Budgets may be administratively revised within all funds as long as the total appropriation is
not changed.

Governmental fund type budgets are on the modified accrual basis of accounting. All budgets are
adopted on a basis consistent with generally accepted accounting principles.

The budget process begins with the City Council making appropriate revisions to the City’s long-term
strategic plan, identifying goals, and setting priorities. City departments and agencies begin budget
preparation in early June, while agency budget requests are due in late July. August is the month
devoted to budget review and revision by the Budget and Research Division.

Risk Management

The City is self-insured for general liability, medical, benefits, unemployment and worker’s compensation
and records its claims and liabilities in the accrual basis of accounting. Liabilities include an estimate for
Incurred but Not Reported (IBNR) claims. The estimate for reported claims is based on Risk
Management and Legal Departments’ projections and is adjusted annually. The IBNR for the self-insured
employee’s benefits is based on an average of two-months’ claims from the reporting year. The General
IBNR liabilities are calculated by a periodic actuarial study. The handling and paying of all general
liability claims for which the City is found legally liable is accounted for in either the Self-Insurance
Claim Fund or the TPU Self Insurance Claim Fund. Monies are appropriated from various cost centers
based on prior claims history and paid to these funds. The balances in the Self-Insurance Claim Fund, the
WPU Self-Insurance Claim Fund and the Workers Compensation Fund, as of December 31, 2011, were
$47,262,000, $2,158,000, and $4,239,000, respectively. See Note 8 to the Financial Statements attached as
Appendix C.

The Self-Insurance Program is maintained in conformity with all laws, rules and regulations pertaining
thereto and in accordance with RCW 35.21.085 (2). The City carries a supplemental general liability
policy with a $20 million limit and a $3 million deductible, renewable on August 13 of each year. This
policy is provided to supplement the City’s current self-insurance risk for settlements in excess of $3
million.

The City also has a policy to cover extraordinary worker’s compensation claims with a statutory liability
limit and a $1 million retention. This policy renews January 1st of each year.

The City carries property coverage with a maximum single occurrence limit of $500,000,000 with $100,000
deductible per occurrence, with exceptions. Earthquake coverage has a five percent or $250,000,
whichever is greater per building deductible. This policy renews July 1st of each year.

The TPU Self-Insurance Claim Fund was established in 1979 to cover general liability claims of the Light

and Water divisions. The Belt Line Rail became a participant in 1985. Total assets in this fund are $3.9
million. Settlement payments were within amounts available for coverage for 2009, 2010 and 2011.
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Demographic Information

The City is the third largest city in the State and the county seat of Pierce
County. It is located in the west-central part of the State, near the southern tip
of Puget Sound, approximately 28 miles north of Olympia, the State capitol,
and 32 miles south of Seattle. The City is a world-class port city, with various
major downtown redevelopment projects undertaken over the last decade.

Population Pierce County
Washington

The following table shows the historical population for the County and the City:

Population
Pierce City of
Year County Tacoma
2012 808,200 199,600
2011 802,150 198,900
2010 795,225 198,397
2009 813,600 203,400
2008 805,400 202,700

(1) Official U.S. Census figure.
Source:Washington State Office of Financial Management, November 2012.

Income.Historic personal income and per capita income levels for the County and the State are shown
below:

Pierce County State of Washington
Total Personal Per Capita Total Personal Per Capita
Year Income (in thousands) Income Income (in thousands) Income
2011M N/A N/A $302,529,308 $44,294
2010 $32,212,709 $40,500 287,174,714 42,589
2009 31,395,360 39,417 278,944,289 41,837
2008 32,198,440 40,996 289,433,693 44,106
2007 30,164,757 39,049 272,624,864 42,192
2006 27,915,787 36,567 252,091,288 39,570

(1) Preliminary estimate.
Source: U.S. Department of Commerce, Bureau of Economic Analysis, November 2012.

Median Household Income. Median household income estimation is based on 1990 and 2000 Census data,
and on the Census Bureau's American Community Surveys' estimates for 2006-2009.

State of
Year Pierce County Washington
2011® $ 56,114 $ 55,379
2010@ 55,531 56,317
2009 56,555 56,995
2008 57,674 56,971
2007 56,426 57,675

(1) The Revenue Forecast Council's September 2011 forecast of the state personal income is used in the projection of
2011 median household income.

(2) In addition to the state personal income data published by BEA, the payroll data compiled by the state
Employment Security Department are used in the Preliminary estimates of 2010 median household income.

Source: Washington State Department of Revenue, November 2012.
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Taxable Retail Sales. Taxable retail sales reflect only those sales subject to retail sales tax. Historic taxable

retail sales for the County and the City of Tacoma are shown below:

(1) Through first quarter only.

2012M

2011
2010
2009
2008
2007

Taxable Retail Sales

Pierce County City of Tacoma
$ 2,484,929,563 $ 931,712,289
10,428,906,888 3,826,546,247
10,547,024,685 3,849,213,821
10,359,976,942 3,803,603,813
11,621,810,293 4,288,739,111
12,449,283,525 4,665,526,631

Source: Washington State Department of Revenue, November 2012.

Building Permits.The number and valuation of new single-family and multi-family residential building
permits in the County are listed below:

Pierce County
Residential Building Permits

New Single Family Units New Multi Family Units Total
Year Number Construction Cost Number Construction Cost Construction Cost
2012M 1,532 $ 387,279,494 290 $ 33,506,466 $ 420,785,960
2011 1,494 360,963,607 1,072 119,788,982 480,752,589
2010 1,708 398,553,753 192 22,130,123 420,683,876
2009 1,243 243,510,179 804 79,995,681 323,505,860
2008 1,805 342,505,780 545 64,597,860 407,103,640
2007 3,571 725,405,494 1,561 182,469,096 907,874,590
(1) Through September.

(2) Preliminary, subject to change.

Source:

U.S. Bureau of the Census, November 2012.
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Employment.Major employers located within the County include the following:

Pierce County

2011 Major Employers
Number of
Employer Type of Business Employees
Multicare Health System Health Care 6,756
Franciscan Health System Health Care 5,507
Emerald Queen Casino Gaming 2,230
Boeing (Frederickson Site) Aerospace 1,450
Walmart ** Retail 1,447
Fred Meyer Stores * ** Retail 1,301
Safeway Stores, Inc. * ** Retail 1,123
Costco Retail 1,115
State Farm Insurance Company Insurance 1,071
Davita Health Care 930
Comcast Cable Cable Television Services 923
Longshore Labor Union Labor 901
Intel Corporation Computer Electronics 900
Albertson'S Inc. Retail 857
Milgard Manufacturing, Inc. * Manufacturing 809
Keybank Financial 753
Mcdonald'S Restaurants * Retail 729
Recreational Equipment, Inc. Distribution/Retail 696
Pacific Lutheran University Education 692
University Of Puget Sound * Education 677

* 2010 figures were used for employers who did not report figures for 2011
** Headcount was used when FTE count was not available.

Source: Economic Development Board for Tacoma-Pierce County, 2011.
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Employment within the County is described in the following table.

Civilian Labor Force data is based on household surveys of residents. NAICS data are estimates based on

surveys of employers and benchmarked based on covered employment as reported by all employers.

Pierce County
Nonagricultural Wage & Salary Workers
and Labor Force and Employment Data

Annual Average

2012@ 2011

Civilian Labor Force 392,160 387,250
Total Employment 356,550 349,310
Total Unemployment 35,610 37,940
Percent of Labor Force 9.1 9.8
NAICS INDUSTRY 2012@ 2011
Total Nonfarm 266,711 265,175
Total Private 209,989 207,383
Goods Producing 33,444 33,033
Mining and Logging 300 300
Construction 16,478 16,333
Specialty Trade Contractors 10,500 10,458
Manufacturing 16,667 16,400
Service Providing 233,267 232,142
Trade, Transportation, and Utilities 54,933 54,258
Wholesale Trade 11,200 10,908
Retail Trade 31,689 31,725
Food and Beverage Stores 5,778 5,633
General Merchandise Stores 7,844 7,992
Transportation and Utilities 12,044 11,625
Information 2,800 2,842
Financial Activities 11,389 11,158
Professional and Business Services 24,556 23,908
Admin., Support, Waste Mgmt., and Remed. 14,467 14,242
Administrative and Support Services 13,167 12,883
Education and Health Services 44,178 43,783
Ambulatory Health Care Services 14,567 14,283
Hospitals 11,000 10,925
Leisure and Hospitality 25,744 25,500
Food Services and Drinking Places 20,311 19,925
Other Services 12,944 12,900
Government 56,722 57,792
Federal Government 12,844 13,183
State Government 10,389 10,575
State Government Educational Services 3,711 3,700

Local Government 33,489 34,033
Local Government Educational Services 18,044 18,433
Workers in Labor/Management Disputes 0 0

(1) Data through September.
Source: Washington State Employment Security Department, November 2012.
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10,825
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2009
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Certain Investment Considerations

The following discussion contains some of the factors which should be considered, in addition to the other
information in this Official Statement, prior to purchasing the Bonds. This section does not set forth all of the
factors to be considered and is not meant to be comprehensive or definitive. There may be other risk factors,
including those which will become material in the future. The order in which this information is presented does not
necessarily reflect the relative importance of various risks. Prospective purchasers should consult their investment
advisors before making any decision as to the purchase of the Bonds.

Debt Limitation

The City’s nonvoted indebtedness exceeds its debt capacity because the assessed valuation in the City
has decreased since the City last issued debt. RCW 39.36.030 provides an exception to the City’s
statutory debt limitation for refinancings (so long as the refinancing does not increase the amount of
outstanding debt). The City is unable to issue general obligation debt for other than refinancing
purposes, unless and until the City’s debt capacity is restored either through a reduction in City debt or
through an increase in assessed valuation in the City.

Bonds Are Limited Tax General Obligations of the City

The Bonds are limited tax general obligations of the City, payable from nonvoted property taxes and
other legally available funds including Lodging Taxes. The City has covenanted to levy annually, within
the constitutional and statutory limits applicable to nonvoted property taxes, the amount necessary
(together with other available funds including Lodging Taxes) to pay the Bonds. The City is currently
levying the maximum amount of nonvoted property taxes permitted under these constitutional and
statutory limits. Under state law, the City generally can increase its levy amount (up to the maximum
rate per thousand of assessed value) by just one percent per year, plus an amount to take into account
new construction added to the tax rolls. Accordingly, Bond owners should not expect the City to
significantly increase its nonvoted property tax levy to pay the Bonds and should consider the City’s
existing property tax levy (plus an approximately one percent annual increase in the levy amount) plus
Lodging Taxes and other amounts in the City’s Governmental Funds. The City’s General Fund is used to
pay costs of City government services and operations, and these costs may increase as a result of
inflation, employee costs and relations, demand for services, and many other factors. Bond owners do
not have a security interest in particular revenues or assets of the City. The obligation to pay debt service
on the Bonds is not an obligation of the State or any other municipal corporation other than the City. See
“SECURITY FOR THE BONDS” herein.

General Economic Conditions

As noted above Bond owners should not expect the City to significantly increase its nonvoted property
tax levy to pay the Bonds and should consider the City’s existing property tax levy (plus an
approximately one percent annual increase in the levy amount) plus Lodging Taxes and other amounts in
the City’s General Fund. As shown under the heading “Taxing Authority -- Lodging Taxes”, lodging tax
collections have declined through the recent economic downturn. Other revenues, including various
excise taxes and fees, that depend on the level of economic activity within the City have likewise been
adversely affected by the economic downturn. The City’s General Fund may continue to be adversely
affected by global, national and local economic conditions.

No Acceleration

The Bond Ordinance does not grant Registered Owners the right to accelerate the payment of the Bonds
upon the occurrence and continuance of an event of default under the Bonds. The City is liable for
principal and interest payments only as they become due. The inability to accelerate the Bonds upon an
event of default could give rise to varying interests between Registered Owners of earlier and later
maturing Bonds. The nature and extent of any such variance would depend in part upon the nature and
duration of any default. In the event of multiple defaults in payment of principal or interest on the
Bonds, the Registered Owners would be required to bring a separate action for each such payment not
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made. Any such action to compel payment or for money damages would be subject to the limitations on
legal claims and remedies against public bodies under State law.

Possible Consequence 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 the interest on those obligations to be, and continue to be, excluded
from gross income for federal income tax purposes. The City cannot predict whether the IRS will
commence an audit of the Bonds. Depending on all the facts and circumstances and the type of audit
involved, it is possible that commencement of an audit of the Bonds could adversely affect the market
value and marketability of the Bonds until the audit is concluded, regardless of its ultimate outcome.

Enforceability of Remedies

The enforcement of any remedies could prove both expensive and time consuming. The rights and
remedies to enforce the Bonds may be limited by and are subject to the limitations on legal remedies
against cities in the State; by federal bankruptcy laws, as now or hereafter enacted; applicable
bankruptcy, insolvency, reorganization, moratorium, or similar laws relating to or affecting the
enforcement of creditors’ rights generally, now or hereafter in effect; equity principles which may limit
the specific enforcement under State law of certain remedies; the exercise by the United States of America
of the powers delegated to it by the Constitution; the reasonable and necessary exercise, in certain
exceptional situations, of the police powers inherent in the sovereignty of the State and its governmental
bodies in the interest of serving a significant and legitimate public purpose, and the limitations on
remedies against municipal corporations in the State. Bankruptcy proceedings, or the exercise of powers
by the federal or State government, if initiated, could subject the Owners of the Bonds to judicial
discretion and interpretation of their rights in bankruptcy or otherwise, and consequently may entail
risks of delay, limitation, or modification of their rights.

The legal opinion to be delivered concurrently with the delivery of the Bonds will be qualified, as to the
enforceability of the Bonds, by bankruptcy, insolvency, reorganization, moratorium, arrangement,
fraudulent conveyance and other laws relating to or affecting creditors’ rights, to the application of
equitable principles, to the exercise of judicial discretion in appropriate cases, and to the limitations on
legal remedies against public authorities and cities in the State.

Natural Disasters

The City’s Comprehensive Emergency Management Plan identifies the following natural hazards: severe
storms, earthquakes, floods, fire hazards, landslides, drought, and volcanic hazards. In 2001, a 6.8
magnitude earthquake occurred near Olympia, Washington, within 50 miles of the City. According to
the U.S. Geological Survey, over the past 10,000 years Mount Rainier (located within 60 miles of the City)
has been the source of numerous lahars (volcanic debris flows). The most recent large lahar occurred
about 500 years ago. The Emergency Management Plan describes how the City plans to mitigate, prepare
for, respond to and recover from disaster, but may not anticipate all potential hazards and their effects.

Potential Effects of City Bankruptcy

A municipality such as the City must be specifically authorized under state law in order to seek relief
under Chapter 9 of the U.S. Bankruptcy Code (the “Bankruptcy Code”). A creditor, however, cannot
bring an involuntarily bankruptcy proceeding against a municipality, including the City. The federal
bankruptcy courts have broad discretionary powers under the Bankruptcy Code. Chapter 39.64 RCW,
entitled the “Taxing District Relief Act,” permits any “taxing district” (defined to include cities) to
voluntarily petition for relief under the Bankruptcy Code.
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The bankruptcy of the City likely would have a material adverse effect on the Owners of the Bonds. The
adverse effects could include, but might not be limited to, one or more of the following.

. The automatic stay provisions of the Bankruptcy Code might prevent (unless approval of
the bankruptcy court were obtained) any action to collect amounts which may be owed
by the City or action to enforce any obligation of the City under the Bonds.

o Payments previously made to the Owners of the Bonds prior to the City going into
bankruptcy might be avoided as preferential transfers, requiring Owners of the Bonds to
return such payments to the City.

. The City might be able, without the consent and over the objection of the Trustee and the
Owners of the Bonds, to alter the priority, payment terms, collateral, payment sources,
covenants and other terms or provisions of the Bonds, as part of a plan for the adjustment
of its debts. Such alterations could not be made, however, unless the bankruptcy court
determined that they were “fair and equitable.”

The legal opinions of Bond Counsel regarding the validity of the Bonds will be qualified by reference to
bankruptcy, reorganization, insolvency, fraudulent conveyance, moratorium and other similar laws
affecting the rights of creditors generally, and by general principles of equity.

Initiative and Referendum

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

In recent years there has been an increase in the number of initiatives and referenda filed in Washington,
including state initiatives targeting property taxes imposed by local jurisdictions. The City cannot predict
whether this trend will continue, whether any filed initiatives will receive the requisite signatures to be
certified to the ballot, and whether such initiatives will be approved by the voters and, if challenged,
upheld by the courts.

Local Measures

Under the City Charter, voters may initiate City Charter amendments and local legislation, including
modifications to existing legislation, and through referendum may prevent legislation passed by the City
Council from becoming law.

Tax Matters

In the opinion of Bond Counsel, interest on the Bonds is excludable from gross income for federal income
tax purposes and is not an item of tax preference for purposes of the federal alternative minimum tax
imposed on individuals and corporations; however, interest on the Bonds is taken into account in
determining adjusted current earnings for the purpose of computing the alternative minimum tax
imposed on certain corporations.
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Federal income tax law contains a number of requirements that apply to the Bonds, including investment
restrictions, periodic payments of arbitrage profits to the United States, requirements regarding the use of
proceeds of the Bonds and the facilities refinanced with proceeds of the Bonds and certain other matters.
The City has covenanted to comply with all applicable requirements.

Bond Counsel’s opinion is subject to the condition that the City comply with the above-referenced
covenants and, in addition, will rely on representations by the City and its advisors with respect to
matters solely within the knowledge of the City and its advisors, respectively, which Bond Counsel has
not independently verified. If the City fails to comply with such covenants or if the foregoing
representations are determined to be inaccurate or incomplete, interest on the Bonds could be included in
gross income for federal income tax purposes retroactively to the date of issuance of the Bonds,
regardless of the date on which the event causing taxability occurs. In rendering its opinion, Bond
Counsel has also relied on the report of The Arbitrage Group, Inc. with respect to the accuracy of certain
mathematical calculations.

Except as expressly stated above, Bond Counsel expresses no opinion regarding any other federal or state
income tax consequences of acquiring, carrying, owning or disposing of the Bonds. Owners of the Bonds
should consult their tax advisors regarding the applicability of any collateral tax consequences of owning
the Bonds, which may include original issue discount, original issue premium, purchase at a market
discount or at a premium, taxation upon sale, redemption or other disposition, and various withholding
requirements.

Prospective purchasers of the Bonds should be aware that ownership of the Bonds may result in collateral
federal income tax consequences to certain taxpayers, including, without limitation, financial institutions,
property and casualty insurance companies, individual recipients of Social Security or Railroad
Retirement benefits, certain S corporations with “excess net passive income,” foreign corporations subject
to the branch profits tax, life insurance companies and taxpayers who may be deemed to have incurred or
continued indebtedness to purchase or carry or have paid or incurred certain expenses allocable to the
Bonds. Bond Counsel expresses no opinion regarding any collateral tax consequences. Prospective
purchasers of the Bonds should consult their tax advisors regarding collateral federal income tax
consequences.

Payments of interest on tax-exempt obligations such as the Bonds, are in many cases required to be
reported to the Internal Revenue Service (the “IRS”). Additionally, backup withholding may apply to
any such payments made to any owner who is not an “exempt recipient” and who fails to provide certain
identifying information. Individuals generally are not exempt recipients, whereas corporations and
certain other entities generally are exempt recipients.

Bond Counsel’s opinion is not a guarantee of result and is not binding on the IRS; rather, the opinion
represents Bond Counsel’s legal judgment based on its review of existing law and in reliance on the
representations made to Bond Counsel and the City’s compliance with its covenants. The IRS has
established an ongoing program to audit tax-exempt obligations to determine whether interest on such
obligations is includable in gross income for federal income tax purposes. Bond Counsel cannot predict
whether the IRS will commence an audit of the Bonds. Owners of the Bonds are advised that, if the IRS
does audit the Bonds, under current IRS procedures, at least during the early stages of an audit, the IRS
will treat the City as the taxpayer, and the owners of the Bonds may have limited rights to participate in
the audit. The commencement of an audit could adversely affect the market value and liquidity of the
Bonds until the audit is concluded, regardless of the ultimate outcome.

Qualified Tax-Exempt Obligations

The City has not designated the Bonds as “qualified tax-exempt obligations” within the meaning of
Section 265(b)(3)(B) of the Code.
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Premium Bonds

An amount equal to the excess of the purchase price of a Bond over its stated redemption price at
maturity constitutes premium on that Bond. A purchaser of a Bond must amortize any premium over
that Bond’s term using constant yield principles, based on the Bond’s yield to maturity. As premium is
amortized, the purchaser’s basis in the Bond and the amount of tax-exempt interest received will be
reduced by the amount of amortizable premium properly allocable to the purchaser. This will result in
an increase in the gain (or decrease in the loss) to be recognized for federal income tax purposes on sale or
disposition of the Bond prior to its maturity. Even though the purchaser’s basis is reduced, no federal
income tax deduction is allowed. Purchasers of Bonds at a premium, whether at the time of initial
issuance or subsequent thereto, should consult their tax advisors with respect to the determination and
treatment of premium for federal income tax purposes and the state and local tax consequences of
owning such Bonds.

Original Issue Discount

The initial public offering price of certain Bonds (the “Original Issue Discount Bonds”), is less than the
stated redemption price at maturity. In such case, the difference between (i) the stated amount payable at
the maturity of an Original Issue Discount Bond and (ii) the initial public offering price of that Original
Issue Discount Bond constitutes original issue discount with respect to that Original Issue Discount Bond
in the hands of the owner who purchased that Original Issue Discount Bond at the initial public offering
price in the initial public offering of the Bonds. The initial owner is entitled to exclude from gross income
(as defined in Section 61 of the Code) an amount of income with respect to an Original Issue Discount
Bond equal to that portion of the amount of the original issue discount allocable to the period that such
Original Issue Discount Bond continues to be owned by the initial owner.

In the event of the redemption, sale or other taxable disposition of an Original Issue Discount Bond prior
to its stated maturity, however, the amount realized by the initial owner in excess of the basis of the
Original Issue Discount Bond in the hands of its initial owner (adjusted upward by the portion of the
original issue discount allocable to the period for which such Bond was held by the initial owner) is
includable in gross income. Purchasers of Original Issue Discount Bonds should consult their tax
advisors regarding the determination and treatment of original issue discount for federal income tax
purposes and the state and local tax consequences of owning Original Issue Discount Bonds.

Proposed Tax Legislation; Miscellaneous

Tax legislation, administrative actions taken by tax authorities, and court decisions may cause interest on
the Bonds to be subject, directly or indirectly, to federal income taxation or to be subject to or exempted
from state income taxation, or otherwise prevent the beneficial owners of the Bonds from realizing the
full current benefit of the tax status of such interest. In addition, such legislation or actions (whether
currently proposed, proposed in the future or enacted) could affect the market price or marketability of
the Bonds. For example, on September 12, 2011, President Obama sent to Congress a legislative proposal
entitled the American Jobs Act of 2011 (the “Proposed Act”). On September 13, 2011, Senator Harry Reid
introduced the Proposed Act in the Senate (S.1549). The Proposed Act includes a provision that, if
enacted as proposed, would limit the amount of exclusions (including tax-exempt interest, such as
interest on the Bonds) and deductions that certain high income taxpayers could use to reduce their
income tax liability for taxable years beginning after 2012, and accordingly the Proposed Act could affect
the market price or marketability of the Bonds. Other proposals have been made that could significantly
reduce the benefit of, or otherwise affect, the exclusion from gross income for federal tax purposes of
interest on obligations such as the Bonds. Prospective purchasers of the Bonds should consult their own
tax advisors regarding any pending or proposed federal or state tax legislation, regulations or litigation,
and its impact on their individual situations, as to which Bond Counsel expresses no opinion.
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Ratings

As noted on the cover page of this Official Statement, the City has received ratings for the Bonds from
Moody’s Investors Service and Standard & Poor’s Ratings Services, a Standard & Poor’s Financial
Services LLC business. Moody’s has assigned its rating of “A1” and Standard & Poor’s has assigned its
rating of “AA” to the Bonds. The ratings reflect only the views of the rating agencies and an explanation
of the significance of the ratings may be obtained from the rating agencies. 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 its 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.

Continuing Disclosure

In accordance with Section (b)(5) of Securities and Exchange Commission (the “Commission”) Rule 15¢2-
12 under the Securities Exchange Act of 1934, as the same may be amended from time to time (the
“Rule”), the City has agreed in the Ordinance for the benefit of the owners of the Bonds 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 (commencing in 2013 for the fiscal year
ended December 31, 2012): (i) annual financial statements, which statements may or may not be audited,
showing ending fund balances for the City’s general fund prepared in accordance with the Budgeting
Accounting and Reporting System (“BARS”) prescribed by the State Auditor pursuant to RCW 43.09.200
(or any successor statutes) and generally of the type included in this Official Statement for the Bonds
under the heading “General Fund Comparative Statement of Revenues, Expenditures and Changes in
Fund Balance”; (ii) the assessed valuation of taxable property in the City; (iii) ad valorem taxes due and
percentage of taxes collected; (iv) property tax levy rate per $1,000 of assessed valuation; and (v)
outstanding general obligation debt of the City. Items (ii) through (v) need only be provided to the extent
such information is not included in the annual financial statements.

Such annual information and operating data described above will be so provided on or before the end of
nine months after the end of the City’s fiscal year. The City’s current fiscal year ends on December 31.
The City 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 and operating data, the City may cross-reference to
other documents available to the public on the MSRB'’s internet website or filed with the Securities and
Exchange Commission.

If not provided as part of the annual financial information discussed above, the City will provide the
City’s audited annual financial statement prepared in accordance with BARS prescribed by the
Washington State Auditor pursuant to the statute cited above (or any successor statutes) when and if
available to the MSRB.

Listed Events. The City 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 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;
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(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;

(vii) optional, contingent or unscheduled Bond calls other than scheduled sinking fund redemptions for
which notice is given pursuant to Exchange Act Release 34-23856, 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 City;

(xiii) the consummation of a merger, consolidation, or acquisition involving the City or the sale of all or
substantially all of the assets of the City, 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, without any intent to modify the undertaking as set forth above, the
City advises that no credit enhancement, credit or liquidity facilities, debt service reserves or property
secure payment of the Bonds. The City shall promptly determine whether the events described above are
material.

Format for Filings with the MSRB. Until otherwise designated by the MSRB or the Commission, any
information or notices submitted to the MSRB in compliance with the Rule are to be submitted through
the MSRB’s Electronic Municipal Market Access system (“EMMA”), currently located at
www.emma.msrb.org (which is not incorporated into this Official Statement by reference). All notices,
financial information and operating data required by this undertaking to be provided to the MSRB must
be in an electronic format as prescribed by the MSRB. All documents provided to the MSRB pursuant to
this undertaking must be accompanied by identifying information as prescribed by the MSRB.

Notification Upon Failure to Provide Financial Data. The City also agrees to provide or cause to be provided,
in a timely manner, to the MSRB notice of its failure to provide the annual financial information described
above on or prior to the date set forth above.

Termination/Modification. The City’s obligations to provide annual financial information and notices of
listed events will terminate upon the legal defeasance, prior redemption or payment in full of all of the
Bonds. This section, or any provision hereof, will be null and void if the City (i) obtains an opinion of
nationally recognized bond counsel to the effect that the portion of the Rule that requires that provision is
invalid, has been repealed retroactively or otherwise does not apply to the Bonds and (ii) notifies the
MSRB of such opinion and the cancellation of this section.

Notwithstanding any other provision of the undertaking, the City may amend the provisions described in
this section with an approving opinion of nationally recognized bond counsel and in accordance with the
Rule. In the event of any amendment of its undertaking, the City will describe such amendment in the
next annual report, and will include a narrative explanation of the reason for the amendment 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 City. In addition, if the amendment relates to the
accounting principles to be followed in preparing financial statements, (i) notice of such change shall be
given in the same manner as for a listed event, as described above, and (ii) the annual report for the year
in which the change is made will 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.
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Bond Owner’s Remedies Under This Section. A Bond Owner’s or Beneficial Owner’s right to enforce the
provisions of the City’s undertaking described in this section will be limited to a right to obtain specific
enforcement of the City’s obligations, and any failure by the City to comply with the provisions of this
undertaking will not be an event of default with respect to the Bonds. For purposes of this section,
“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.

Other Continuing Disclosure Undertakings of the City. The City has entered into undertakings to provide
annual information and the notice of the occurrence of certain events with respect to all bonds issued by
the City and has complied in all material respects with such undertakings during the past five years.

Legal and Underwriting

Approval of Counsel

Legal matters incident to the authorization, issuance and sale of the Bonds by the City are subject to the
approving legal opinion of Bond Counsel, a form of which is attached hereto in Appendix A. Bond
Counsel will be compensated only upon the issuance and sale of the Bonds. Bond Counsel has not been
retained to review and has not reviewed this Official Statement for completeness or accuracy and will not
offer an opinion concerning this Official Statement.

Certain legal matters will be passed on for the Underwriter by Foster Pepper PLLC, Counsel to the
Underwriter. Any opinion of such firm will be addressed solely to the Underwriter, will be limited in
scope, and cannot be relied upon by investors without the written consent of such firm.

Litigation

At the time of delivery of and payment for the Bonds, an authorized officer of the City will deliver a
certificate stating that there is no litigation or other proceedings pending or, to the best knowledge of the
City, threatened in any court in any way seeking to restrain or to enjoin the authorization, issuance, sale
or delivery of, or security for, any of the Bonds, or contesting or affecting the validity or enforceability of
the Bonds or the Ordinance, or materially affecting the finances of the City.

The City is a defendant in various legal actions and claims that arise during the normal course of
business, some of which are covered by insurance. Although certain lawsuits and claims are significant
in amount, the final dispositions are not determinable and, in the opinion of City management, the final
outcome of these matters, taken individually or in the aggregate, will not have a material adverse effect
on the governmental operations or financial position of the City or its ability to pay debt service on the
Bonds. In most cases, the City has provided reserves for these matters which, in the opinion of City
management, are adequate.

Limitations on Remedies

Any remedies available to the owners of the Bonds upon the occurrence of an event of default under the
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 City fails to
comply with its covenants under the 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.
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In addition to the limitations on remedies contained in the Ordinance, the rights and obligations under
the Bonds and the 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. The opinion to be delivered by Pacifica Law Group LLP, as Bond Counsel, concurrently with the
issuance of the Bonds, will be subject to limitations regarding bankruptcy, insolvency and other laws
relating to or affecting creditors” rights. The various other legal opinions to be delivered concurrently
with the issuance of the Bonds will be similarly qualified. A copy of the form of legal opinion of Bond
Counsel is set forth in Appendix A.

Underwriting

The Bonds are being purchased by J.P. Morgan Securities LLC (the “Underwriter”). The purchase
contract between the City and the Underwriter provides that the Underwriter will purchase all of the
Bonds, if any are purchased, at a price of 113.137 percent of the par value of the Bonds. The Bonds will be
reoffered at an average price of 113.442 percent of the par value of the Bonds. After the initial public
offering, the public offering prices may be varied from time to time without prior notice to any person.

The Underwriter has entered into negotiated dealer agreements (each, a "Dealer Agreement") with each
of UBS Financial Services Inc. (“UBSFS”) and Charles Schwab & Co., Inc. ("CS&Co.") for the retail
distribution of certain securities offerings, including the Bonds, at the original issue prices. Pursuant to
each Dealer Agreement, each of UBSFS and CS&Co. will purchase Bonds from the Underwriter at the
original issue price less a negotiated portion of the selling concession applicable to any Bonds that such
firm sells.

Financial Advisor

In connection with the authorization and issuance of the Bonds, the City has retained Seattle-Northwest
Securities Corporation, Seattle, Washington, as its financial advisor (the “Financial Advisor”). The
Financial Advisor is not obligated to undertake, and has not undertaken, either to make an independent
verification of or to assume responsibility for, the accuracy, completeness, or fairness of the information
contained in this Official Statement. While under contract to the City, the Financial Advisor may not
participate in the underwriting of any City debt.

Potential Conflicts

Some or all of the fees of the Underwriter, the Financial Advisor, Bond Counsel and Underwriters’
counsel are contingent upon the sale of the Bonds. Pacifica Law Group LLP is serving as Bond Counsel to
the City with respect to the Bonds. From time to time Bond Counsel may serve as counsel to the Financial
Advisor with respect to transactions other than the issuance of the Bonds. Foster Pepper PLLC is serving
as Counsel to the Underwriter and from time to time serves as special counsel to the Financial Advisor on
matters unrelated to the Bonds. Foster Pepper PLLC serves as bond counsel to the City on other issues,
and is currently serving as bond counsel to the City in connection with its consolidated local
improvement district bonds and utility revenue bonds.

Concluding Statement

All estimates, assumptions, statistical information and other statements contained herein, while taken
from sources considered reliable, are not guaranteed by the City. So far as any statement herein includes
matters of opinion, or estimates of future expenses and income, whether or not expressly so stated, they
are intended merely as such and not as representations of fact.
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The information contained herein should not be construed as representing all conditions affecting the
City or the Bonds. Additional information may be obtained from the City. The statements relating to the
Ordinance are in summarized form, and in all respects are subject to and qualified in their entirety by
express reference to the provisions of such document in its complete form.

The agreements of the City are set forth in such documents, and the information assembled herein is not
to be construed as a contract with the Owners of the Bonds.

Statements in this Official Statement, including matters of opinion, whether or not expressly so stated, are
intended as such and not as representation of fact. This Official Statement is not to be construed as a
contract or agreement between the City and the purchasers of the Bonds. The preparation and
distribution of this Official Statement has been authorized by the City.

THE CITY OF TACOMA, WASHINGTON

By: /s/ Steve Call
Interim Finance Director
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March 5, 2013

City of Tacoma
Tacoma, Washington

J.P. Morgan Securities LLC
Seattle, Washington

Re:  City of Tacoma, Washington
Limited Tax General Obligation Refunding Bonds, 2013 — $44,170,000

Ladies and Gentlemen:

We have acted as bond counsel to the City of Tacoma, Washington (the “City”), and have
examined a certified transcript of all of the proceedings taken in the matter of the issuance by the
City of its Limited Tax General Obligation Refunding Bonds, 2013, in the aggregate principal
amount of $44,170,000 (the “Bonds”). The Bonds are issued pursuant to Ordinance No. 28126
of the City Council, passed January 22, 2013 (the “Bond Ordinance”), to provide a portion of the
funds necessary to defease and refund certain outstanding limited tax general obligation bonds of
the City and to pay costs of issuance for the Bonds. Capitalized terms not otherwise defined
herein shall have the meanings given such terms in the Bond Ordinance.

The Bonds are subject to redemption prior to their scheduled maturities as provided in the
Bond Ordinance and in the Bond Purchase Contract.

Regarding questions of fact material to our opinion, we have relied on representations of
the City in the Bond Ordinance and in the certified proceedings and on other certifications of
public officials and others furnished to us without undertaking to verify the same by independent
investigation.

Based on the foregoing, we are of the opinion that, under existing law:

1. The Bonds have been legally issued and constitute valid and binding general
obligations of the City, except to the extent that the enforcement of the rights and remedies of the
holders and owners of the Bonds may be limited by laws relating to bankruptcy, insolvency,
moratorium, reorganization or other similar laws of general application affecting the rights of
creditors, by the application of equitable principles and the exercise of judicial discretion.

2. The Bond Ordinance is a legal, valid and binding obligation of the City, has been
duly adopted and is enforceable in accordance with its terms, except to the extent that
enforcement may be limited by laws relating to bankruptcy, insolvency, moratorium,
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reorganization or other similar laws of general application affecting the rights of creditors, by the
application of equitable principles and the exercise of judicial discretion.

3. Both principal of and interest on the Bonds are payable out of annual levies of ad
valorem taxes to be made upon all of the taxable property within the City permitted to be levied
without a vote of the electorate in the amounts which, together with other available funds
including lodging taxes available for this purpose, will be sufficient to pay such principal and
interest as the same shall become due.

4, Interest on the Bonds is excludable from gross income for federal income tax
purposes and is not an item of tax preference for purposes of the federal alternative minimum tax
imposed on individuals and corporations; however, interest on the Bonds is taken into account in
determining adjusted current earnings for the purpose of computing the alternative minimum tax
imposed on certain corporations. The opinion set forth in the preceding sentence is subject to the
condition that the City must comply with all requirements of the Internal Revenue Code of 1986,
as amended (the “Code”), that must be satisfied subsequent to the issuance of the Bonds in order
that the interest thereon be, and continue to be, excludable from gross income for federal income
tax purposes. The City has covenanted to comply with all applicable requirements. Failure to
comply with certain of such covenants may cause interest on the Bonds to be included in gross
income for federal income tax purposes retroactively to the date of issuance of the Bonds.

The City has not designated the Bonds as “qualified tax-exempt obligations” within the
meaning of Section 265(b)(3) of the Code.

Except as expressly stated above, we express no opinion regarding any other federal or
state income tax consequences of acquiring, carrying, owning or disposing of the Bonds.
Owners of the Bonds should consult their tax advisors regarding the applicability of any
collateral tax consequences of owning the Bonds, which may include original issue discount,
original issue premium, purchase at a market discount or at a premium, taxation upon sale,
redemption or other disposition, and various withholding requirements.

We have not been engaged nor have we undertaken to review the accuracy, completeness
or sufficiency of the official statement or other offering material related to the Bonds, and we
express no opinion relating thereto, or relating to the undertaking by the City to provide ongoing
disclosure pursuant to Securities and Exchange Commission Rule 15¢2-12.

This opinion is given as of the date hereof, and we assume no obligation to update, 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.

Very truly yours,

PAcIFicA LAW GROUP LLP
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The Depository Trust Company

A subsidiary of The Depository Trust & Clearing Corporation

Sample Offering Document Language

Describing DTC and Book-Entry-Only Issuance

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 fully-registered
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 post-trade 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.

@ oree.
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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 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).
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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. Paymnents 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.

[8/11]
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Federal Summary

City of Tacoma
Pierce County
January 1, 2011 through December 31, 2011

The results of our audit of the City of Tacoma are summarized below in accordance with U.S.
Office of Management and Budget Circular A-133.

FINANCIAL STATEMENTS

An unqualified opinion was issued on the financial statements of the governmental activities, the
business-type activities, the aggregate discretely presented component units, each major fund
and the aggregate remaining fund information.

Internal Control Over Financial Reporting:

e Significant Deficiencies: We reported no deficiencies in the design or operation of
internal control over financial reporting that we consider to be significant deficiencies.

e Material Weaknesses: We identified no deficiencies that we consider to be material
weaknesses.

We noted no instances of noncompliance that were material to the financial statements of the
City.

FEDERAL AWARDS
Internal Control Over Major Programs:
e Significant Deficiencies: We reported no deficiencies in the design or operation of
internal control over major federal programs that we consider to be significant

deficiencies.

e Material Weaknesses: We identified no deficiencies that we consider to be material
weaknesses.

We issued an unqualified opinion on the City’s compliance with requirements applicable to each
of its major federal programs.

We reported no findings that are required to be disclosed under section 510(a) of OMB
Circular A-133.

Washington State Auditor's Office
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Identification of Major Programs:

The following were major programs during the period under audit:

CFDA No. Program Title

16.804 JAG Program Cluster - ARRA - Edward Byrne Memorial Justice
Assistance Grant (JAG) Program / Grants to Local Government
(Recovery Act)

16.808 ARRA - Edward Byrne Memorial Competitive Grant (Recovery Act)

81.087 ARRA - Renewable Energy Research and Development (Recovery Act)

81.128 ARRA - Energy Efficiency and Conservation Block Grant Program
(Recovery Act)

66.039 ARRA - National Clean Diesel Emissions Reduction Program
(Recovery Act)

66.468 ARRA - Capitalization Grants for Drinking Water State Revolving Funds
(Recovery Act)

16.738 JAG Program Cluster - Edward Byrne Memorial Justice Assistance

Grant Program

The dollar threshold used to distinguish between Type A and Type B programs, as prescribed
by OMB Circular A-133, was $1,727,885.

The City qualified as a low-risk auditee under OMB Circular A-133.

Washington State Auditor's Office
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Independent Auditor’s Report on Internal
Control over Financial Reporting and on
Compliance and Other Matters in Accordance
with Government Auditing Standards

City of Tacoma
Pierce County
January 1, 2011 through December 31, 2011

Mayor and City Council
City of Tacoma
Tacoma, Washington

We have audited the financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund and the
aggregate remaining fund information of the City of Tacoma, Pierce County, Washington, as of
and for the year ended December 31, 2011, which collectively comprise the City’s basic
financial statements, and have issued our report thereon dated May 31, 2012. During the year
ended December 31, 2011, the City implemented Governmental Accounting Standards Board
Statement No. 54, Fund Balance Reporting and Governmental Fund Type Definitions. Our
report was modified to include a reference to other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Other auditors
audited the financial statements of the Power, Water, Sewer, Solid Waste and Tacoma Rail, as
described in our report on the City’s financial statements. Those financial statements were not
audited in accordance with Government Auditing Standards.

INTERNAL CONTROL OVER FINANCIAL REPORTING

In planning and performing our audit, we considered the City’s internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinions on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the City’s internal control over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of the City’s internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the City's financial statements will not be prevented,
or detected and corrected on a timely basis.

Washington State Auditor's Office
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Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all deficiencies
in internal control that might be deficiencies, significant deficiencies or material weaknesses.
We did not identify any deficiencies in internal control over financial reporting that we consider
to be material weaknesses, as defined above.

COMPLIANCE AND OTHER MATTERS

As part of obtaining reasonable assurance about whether the City’s financial statements are
free of material misstatement, we performed tests of the City’s compliance with certain
provisions of laws, regulations, contracts and grant agreements, noncompliance with which
could have a direct and material effect on the determination of financial statement amounts.
However, providing an opinion on compliance with those provisions was not an objective of our
audit, and accordingly, we do not express such an opinion.

The results of our tests disclosed no instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards.

This report is intended for the information and use of the audit committee, management, the
Mayor and City Council, federal awarding agencies and pass-through entities. However, this
report is a matter of public record and its distribution is not limited. It also serves to disseminate
information to the public as a reporting tool to help citizens assess government operations.

BRIAN SONNTAG, CGFM

STATE AUDITOR

May 31, 2012

Washington State Auditor's Office
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Independent Auditor’s Report on Compliance
with Requirements That Could Have a Direct
and Material Effect on Each Major Program and
on Internal Control over Compliance in
Accordance with OMB Circular A-133

City of Tacoma
Pierce County
January 1, 2011 through December 31, 2011

Mayor and City Council
City of Tacoma
Tacoma, Washington

COMPLIANCE

We have audited the compliance of the City of Tacoma, Pierce County, Washington, with the
types of compliance requirements described in the U.S. Office of Management and Budget
(OMB) Circular A-133 Compliance Supplement that could have a direct and material effect on
each of its major federal programs for the year ended . The City’s major federal programs are
identified in the Federal Summary. Compliance with the requirements of laws, regulations,
contracts and grants applicable to each of its major federal programs is the responsibility of the
City’'s management. Our responsibility is to express an opinion on the City’s compliance based
on our audit.

The City’'s basic financial statements include the operations of the Tacoma Community
Redevelopment Authority, which expended $6,503,764 in federal awards which is not included
in the Schedule of Expenditures of Federal Awards for the year ended September 14, 2012.
Our audit, described below, did not include the operations of the Tacoma Community
Redevelopment Authority because it has arranged for a separate audit of its federal awards in
accordance with OMB Circular A-133.

We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United States of America; the standards applicable to financial audits contained
in Government Auditing Standards, issued by the Comptroller General of the United States; and
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.
Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about the City’s compliance
with those requirements and performing such other procedures as we considered necessary in
the circumstances. We believe that our audit provides a reasonable basis for our opinion. Our
audit does not provide a legal determination on the City’s compliance with those requirements.

Washington State Auditor's Office
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In our opinion, the City complied, in all material respects, with the compliance requirements
referred to above that could have a direct and material effect on each of its major federal
programs for the year ended December 31, 2011.

INTERNAL CONTROL OVER COMPLIANCE

The management of the City is responsible for establishing and maintaining effective internal
control over compliance with requirements of laws, regulations, contracts and grants applicable
to federal programs. In planning and performing our audit, we considered the City’s internal
control over compliance with the requirements that could have a direct and material effect on a
major federal program in order to determine our auditing procedures for the purpose of
expressing our opinion on compliance and to test and report on internal control over compliance
in accordance with OMB Circular A-133, but not for the purpose of expressing an opinion on the
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on
the effectiveness of the City's internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing
their assigned functions, to prevent or detect and correct noncompliance with a type of
compliance requirement of a federal program on a timely basis. A material weakness in internal
control over compliance is a deficiency, or combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that material noncompliance with a type
of compliance requirement of a federal program will not be prevented, or detected and
corrected, on a timely basis.

Our consideration of internal control over compliance was for the limited purpose described in
the first paragraph of this section and would not necessarily identify all deficiencies in internal
control that might be deficiencies, significant deficiencies or material weaknesses. We did not
identify any deficiencies in internal control over compliance that we consider to be material
weaknesses, as defined above.

This report is intended for the information of the audit committee, management, the Mayor and
City Council, federal awarding agencies and pass-through entities. However, this report is a
matter of public record and its distribution is not limited. It also serves to disseminate
information to the public as a reporting tool to help citizens assess government operations.

BRIAN SONNTAG, CGFM

STATE AUDITOR

September 14, 2012

Washington State Auditor's Office
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Independent Auditor’s Report on Financial
Statements

City of Tacoma
Pierce County
January 1, 2011 through December 31, 2011

Mayor and City Council
City of Tacoma
Tacoma, Washington

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, the aggregate discretely presented component units, each major fund
and the aggregate remaining fund information of the City of Tacoma, Pierce County,
Washington, as of and for the year ended December 31, 2011, which collectively comprise the
City’s basic financial statements as listed on page 10. These financial statements are the
responsibility of the City’s management. Our responsibility is to express opinions on these
financial statements based on our audit. We did not audit the financial statements of the Power,
Sewer, and Water funds, which are presented as major funds and represent 83 percent,
87 percent and 74 percent, respectively, of all the assets, net assets and revenues of the
business-type activities. We also did not audit the financial statements of the Solid Waste and
Tacoma Rail funds which represent 5 percent, 2 percent and 11 percent, respectively, of the
assets, net assets and revenues of the business-type activities, and 9 percent, 3 percent and
22 percent respectively, of the assets, net assets and revenues of the aggregate remaining fund
information. Those financial statements were audited by other auditors whose reports thereon
have been furnished to us, and our opinion, insofar as it relates to the amounts included for the
Power, Sewer, Water, Solid Waste and Tacoma Rail funds is based solely on the reports of
other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. The financial statements of the Power,
Sewer, Water, Solid Waste and Tacoma Rail funds were not audited in accordance with
Government Auditing Standards. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation. We believe that our audit and
the report of the other auditors provide a reasonable basis for our opinions.

In our opinion, based on our audit and the reports of the other auditors, the financial statements
referred to above present fairly, in all material respects, the respective financial position of the
governmental activities, the business-type activities, the aggregate discretely presented
component units, each major fund and the aggregate remaining fund information of the City of

Washington State Auditor's Office
7




Tacoma, as of December 31, 2011, and the respective changes in financial position and, where
applicable, cash flows thereof for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

As described in Note 1, during the year ended December 31, 2011, the City implemented
Governmental Accounting Standards Board Statement No. 54, Fund Balance Reporting and
Governmental Fund Type Definitions.

In accordance with Government Auditing Standards, we have also issued our report on our
consideration of the City’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and
other matters. The purpose of that report is to describe the scope of our testing of internal
control over financial reporting and compliance and the results of that testing, and not to provide
an opinion on the internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards and
should be considered in assessing the results of our audit.

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages 11 through 16, pension trust fund on pages 98
through 99, information on postemployment benefits other than pensions on pages 99 through
100 and budgetary comparison information on pages 100 through 103 be presented to
supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board who
considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic or historical context. We and the other
auditors 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
basic financial statements, and other knowledge we obtained during the audit of the basic
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.

Our audit was performed for the purpose of forming opinions on the financial statements that
collectively comprise the City’s basic financial statements. The accompanying Schedule of
Expenditures of Federal Awards is presented for purposes of additional analysis as required by
U.S. Office of Management and Budget Circular A-133, Audits of States, Local Governments,
and Non-Profit Organizations. This schedule is not a required part of the basic 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 information has been subjected to the auditing procedures applied in the audit
of the basic financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to
prepare the financial statements or to the financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of

Washington State Auditor's Office
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America. In our opinion, the information is fairly stated in all material respects in relation to the
basic financial statements taken as a whole.

BRIAN SONNTAG, CGFM

STATE AUDITOR

May 31, 2012

Washington State Auditor's Office
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Financial Section
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Pierce County
January 1, 2011 through December 31, 2011

REQUIRED SUPPLEMENTARY INFORMATION

Management’s Discussion and Analysis — 2011
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Statement of Net Assets — 2011

Statement of Activities — 2011

Balance Sheet — Governmental Funds — 2011

Reconciliation of the Balance Sheet of Governmental Balance Sheets to the
Government-wide Statement of Net Assets — Governmental Funds — 2011

Statement of Revenues, Expenditures and Changes in Fund Balances — Governmental
Funds — 2011

Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund
Balance of Governmental Funds to the Statement of Activities — Governmental
Funds — 2011

Statement of Net Assets — Proprietary Funds — 2011

Reconciliation of Total Enterprise Net Assets to the Government-wide Statement of Net
Assets — 2011
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Funds — 2011
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MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of the City of Tacoma, we offer readers of the City of Tacoma's financial statements this
narralive overview and analysis of the financial activilies of the City of Tacoma for the fiscal year ended
December 31, 2011. We ge readers to ider the information presented here in conjunction
with additional information that we have furnished in our Letter of Transmittal, which can be found on
pages 1-1 to 1-4 of this report. All amounts, unless otherwise indicated, are expressed in thousands of
dollars.

Financial Highlights

» Total assets exceeded the City's liabilities by $2.5 billion. Of this amount, $194.4 million were
reported as unrestricted net assets; which are available for use lo meet the City's
on-going obligations to citizens and creditors.

¢ The City's net assets decreased by $2.1 million. This decrease is due to a decrease in
current assets and an Increase of liabilities for Governmental Activities.

+ Tacoma Power reported a change in net assets of $20.6 million, up $11.5 million from 2010.

+ Tacoma Water reported change in net assets of $11.5 million, up $6.4 million from 2010.

Overview of the Financial Statements

This di jon and analysis is i ded to serve as an introduction to the City of Tacoma's basic
financial statements. The City of Tacoma's basic financial statements consist of three components: 1) the
government-wide financial statements, 2) the fund financial statements, and 3) the notes to the financial
statements. This report also contains other supplementary information in addition to the basic financial
slatements.

lde El Ial
F

The government-wide financial statements are designed to provide readers with a broad overview of the
City of Tacoma's finances, and are similar to private sector financial stat ts. The stal ts also
include the discretely presented component units Tacoma Community Redevelopment Authority (TCRA),
the Greater Tacoma Regional Convention Center Public Facilities District (GTRCCPFD), and the Foss
Waterway Development Authority (FWDA.)

The Statement of Net Assets includes Information on all the assets and liabilities of the City of Tacoma's
general govenment as well as its business-type activities. The difference between the assets and
liabilities is reported as net assets. Over time, increases and decreases in net assets may serve as a
useful indicator of whether the financial position of the City of Tacoma is improving or deteriorating.

The Statement of Activities presents information showing how the government's net assets changed
during the most recent fiscal year. All changes in net assets are reported as soon as the underlying event
giving rise to the change occurs, regardless of the timing of the related cash flows. Thus, revenues and
expenses are reported in this statement for some items that will only result in cash flows in future fiscal
periods (e.g., uncollected taxes and earned but unused vacation leave).

Financial Section, 2-3
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Governmental m Charges for Business
Services
Activities . Activities
# Operating Grants
and Contributions
20% # Capital Grants
and Contributions
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of Capital Assets
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« Property, Sales

and Business
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Figure 1. Comparison of and Busis Activity R
Both the Statement of Net Assets andmosmemomdActMtbsdm the functi
govermnonl from the functions of busi type activities. tal nctivmes reflect the cnys basic
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and culture and ion and are primarily supported by taxes and i tal
Business-type aclivities, primarily uﬂlﬂu. are Imanded to recover most if not all of their costs through
user fees and charges for services. The g can be found on pages

3-2 10 3-5 of this report.
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Business Activities Expenses

2%. 3% 3%
9%
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w Rail

= Solid Waste
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= Water

w Power

» Other Business Type

Activities
Figure 3. Business Activities Exponses
Fund Financlal Statements
A fund is a grouping of related used to in control over resources that have been
segregated for specific activities or objectives. The City of Tacoma, like other local governments, uses
fund accounting to ensure and demonstrate compliance with related legal requi All the
funds of the City of Tacoma can be divided into three categories: go | funds, proprietary funds,
and fiduclary funds.
Governmental Funds
Govemnmental ﬁmds are used lo account for the functions reported as governmenlal activities in the
, urlike the g tat nts,

gcwammenhl fund financial statements foeus on near term hﬂows and outflows of expendable resources,
as well as on balances of expendable resources availabla at the end of the fiscal year. Such information
may be useful in evaluating a government's near-term financing requirements.

Because the focus of g | funds is than that of government-wide financial statements,
it Is useful to compere the Information presented for the govefnmemal funds with similar information

for governmental activities in the g its. By doing so, readers
may better understand the long-term impact of the govunment‘a near-term ﬁnandng decisions. Both the
9ovemmentd fund balance sheet and the go | fund stat t of revenues, expenditures, and

ges in fund provide a reconciliation to facilitate this comparison.

The focus of the g | fund is on major funds. A fund is considered major if it
represents at least 10% of the assets, liabilities, revenues or expenditures of its fund category and at
least 5% of the corresponding totals for the g ntal and busil type activities bined. All other

governmental funds are combined and presented as a single column in the respective governmental fund
statements. Individual fund data for each of these combined non-major funds is provided in the form of
combining statements elsewhere in this report.

TheCntydTaewnaadopuabmblbudgolforleemdFund A budget: pari {t t
ided for the Gi il Fund to d l oomplianeaw-lhlhebudgol

The basic g tal fund fi ial stat nts can be found on pages 3-6 to 3-9 of this report

Financial Section, 2-5
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Proprietary Funds

There are two types of proprietary funds - internal service and enterprise - both of which the City of
Tacoma uses. lntemal service funds are used to accumulate and allocate costs internally among the City
of Tacoma's vari these services primarily benefit governmental rather than
business-type funcﬁons. they have been included within governmental activities in the government-wide
financial statements. Enterprise funds account for various utilities which provide services such as power,
water, sewer, and solid waste collection. The service area for these utilities is generally broader than the
corporate limits of the City. The activities in these funds arc primariy supponod by user fees and are
presented as business-type activities in the go The basic pi y
fund financial statements can be found on pagesa -10 to 3- 21 of this report.

Fiduciary Funds

Fiduciary funds are used lo aecounl for resources hold for the benefit of parties outside the government,
Fiduciary funds are not refl d in the go statements because the resources of
(hosefundsnnotavaiablelostppodheCkyomenas programs. The accounting used by the
fiduciary funds Is similar to that used for proprietary funds. The basic fiduciary fund statements can be
found on pages 3-22 to 3-23 of this report.

Notes to the Financial Statements

The notes to the financial statements provide additional information that is essential for a full
understanding of the dala provided in the government-wide and fund financial statements. The notes to
the financial statements can be found on pages 3-24 to 3-80 of this report.

Regquired Suppl o 2
In addmon to lhe basic ﬁnancial statements and accompanying noles, this report aiso contains certain

(RSI) the City of Tacoma's budget. Required
supplemenlwy infonnadon can be found on pages 4-1 to 44 of this report.

Combining Sm.mcnts - Non-Major funds
The fi to earlier in connection with Non-Major governmental funds, internal
service 1unds. and fiduclary funds can be found on pages 5-1 to 5-107 of this report.

Statistical Section
This section provides financial lrends, revenue and debl capacity, and demographic and economic
information about the City's operations. The Statistical Section can be found on pages 6-1 to 6-35 of this

report.
Government-wide Financial Analysis

As noted earlier, net assels may serve as a useful indicator of a government's financial position. The
City’s total assets exceeded liabilities by $2.5 blilion at December 31, 2011. 84% of the total net assets
reflect the City's investment in capital, less any outstanding debt used to acquire those assets. The City
uses these capital assets to provide services to its citizens; thus, they do not represent resources
ilable for future spending. 8% of the City's net assels are unrestricted, meaning they are available for
meeting the City's ongoing obligations. The remaining 8% of the nel assels are restricted for other
purposes such as debt redemption and new capital construction. General government net assels
represent 29.1% of the total and busis type net assets 70.8% of the total.

Financial Section, 26
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Statemant of Net Assets
For the Year Endod December 31,2010

{: in

Currentand olher assets

Capital assets 835,356

Total assets $1 ﬁiiu 31111.300

§ 102866 $ 81963
234,232 218,111

Currentand other iablifies
Long-torm lisbllites outstanding

Total liabllites o 7:
Net Assels®
Invested In capital assets,
netof related debt § 732174 § 720801
Resvictod 84,842 36943
Unresincted 87,658 44682
Total netassets $ 729, 811226

Talie 1. Summary Statement of Nel Assels

70
$ 3.A54.!3|

$ 267,178
1413289

$ 1365324

126,952
282,088

Governmental
2011 2010 2011 2010 551' 2010
§ 231,100 § 275415 3 ‘m‘ 61§ 1171355 "§$1280261 § 1,396,748

2,288,468 3241026 3,135,352
$ 3420800 § 4521287 § 4,532,100

$ 266702 § 370044 § 348665
1459518 1647521 1.677.630

$ 1355118  § 2097498 $ 2,084,719

03429 211,794 130372

246,032 194,430 290.714
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The City’s net assets decreased $2.1 million. This decrease is due to a decrease in the current assets

and an increase in liabilities for Governmental Activities.

City of Tacoma, Washington

Net Assets - Governmental Activities
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Clty of Tacoma, Washington
Changes in Net Assels

(Amounts expressed in thousands)

Waler

Power

Other business-type funds
Tolal expensas

Increase/(Decrease) in net assels before
transfers

Transfers
Increasal(Decrease) In net assals
Net assels-January 1, 2011

Table 2. Changes in Net Assels

Governmantal Activities
2011 2010

$ 20251 § 36132
13,138 22218
38,445 13.996

60,733 61,800
129672 126,036

348 2259
§ 277,188 § 262,599

§ 34732 § 28806
163,575 157,488

102 -
75682 19,609
3129 2513
2400 28602
43,460 2117
6121 8185
$ 350834 § 266,981
(3848)  (4382)
021
s (9 10,
811,226 778,698
(1o2) 30082
- 12,849
809,324 821629
S2938 8 S1g%,

City of Tacoma, Washington

Business Activities Total
= )] I [ 2011 2010

$ 623110 § 612405 § 652361 § 648537

801 2,007 13738 24283
61,585 32,102 100,030 46,098
- . 60,733 61,900
- - 120672 126,036
__ Zame  iagw 20273 160%
§ 708620 $ 660,351 985808 § 922950
$ < § - $ U732 S 28,806
- - 163,575 157,488

= & 102 -
- 75,692 19,609
- . 3,129 2513
- - 24,023 28,602
- - 43,460 277
- . 6121 8,186
17,966 18,764 17,966 18,764
22,089 19,162 22,089 19,182
54518 47,746 54,518 47,746
70,300 75,758 79,390 76,758
76.161 73,888 76,161 73,866
372,192 383,348 372,192 383,346
12803 979 ___ 12803 9769
$ 635119 $ 628411 i “5:953 i 895,392
73,501 31,940 (145) 27,558

6, { . .
Tog 3w 3 (55 zisw
1,604,579 1,657,604 2,505,805 2,436,392
(38) (1,076) (1.938) 29,006
- - - 12,849
1604543 1656618 __ 203867 2465308
! 1;’74& i 1maz= ! &50342 i &ﬁm

The governmental activities net assets decreased by $81.9 million in 2011 due to a decrease in assets of
$44.9 million and an increase of $37.0 million In liabilities.

Business activities net assets increased by $79.8 million in 2011, which is $42.9 million higher than 2010.
This is a result of an increase in assets of $34.0 million and a decrease In liabilities of $45.8 million.

Information on significant outstanding claims can be found in Note 9.

Financial Section, 2-9
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Financial Analysis of the City’s Fund Statements
The City prepares fund statements for governmental funds and for proprietary funds.

Governmental Fund Statements

Fund balance for the City's General Fund decreased by $5.9 million in 2011. The fund balance for the
Street fund, @ new major fund in 2011, decreased by $2.9 million in 2011. The fund balance for the Non-
Major governmental funds, which include debt service funds, capnal projects funds, and special revenue
funds, decreased by $30.2 mllon The | Fund's bal d due to t of traffic
revenues to a new Traffic Enfor ial R fund. The Street Fund's balance decreased due
to an increase in liabilities. The Non-Major govommonld funds fund balance decreased from a decrease
in assets.

Proprietary Fund Statements

The total net assets for enterprise funds' increased by $78.8 million in 2011. The Power, Water, Solid
Waste and Sewer ulilities make up the majority of the proprietary funds, Activity in these utilities was the
primary driver for the change in the nel assels. The Water fund had a significant increase in their net
assets due to bonds issued for a new water treatment plant.

The internal service funds' net assets decreased by $22.9 million in 2011. This is the result of increased
liabilities of $17.9 million and a decrease of $5.0 million in assets.

General Fund Budgetary Highlights

In 2011, the City made budgetary adjustments as part of the 2011-2012 Mid-Biennium Budgel
Amendment. Budgel revisions included $401 thousand for 2008-2010 outstanding contract oblig:

The City's budget is a two year biennium budget which begins every odd year.

Capital Assets, Infrastructure, Bond Debt Administration

Capital Assets

The City of Tacoma's Investment in capital assets, net of laled 1, for its g wal
and business type activities as of December 31, 2011, is $3.2 billion. Thls investment in caplld assels
includes land, construction in process, property, p!am and equ&pment Infrastructure, works of art, as well

as library materials. The vast majority of this assets held by the City's various utilities
and infrastructure.
The following table rizes the City's Ir tment in capital assets.
City of Tacoma, Washington
Schedule of Capital Assets
[Amounis exprossed In thousends) Govermnmantal Activities Business Activities Total
2011 2010 2011 2010 2011 2010

Land § 23656 $ 26081 § 141475 § 140582 § 170131 § 166,663
Parks 85 85 - - -3 a5
Construction in progress 124,562 103411 83.809 103.996 208,371 207.407
Property, plant and equipment 207,342 202,444 3458235 3252445 3665577 3,454 889
Infrastructure 1190680 1179444 - - 1100680 1,179,444
Works of art 1829 1.829 - . 1.820 1828
Ubrary matorials 10,325 19218 - 10,325 18,215

Loss acoumulated depreciation (737,127)  (696,625) (1,277, un) (1,197, s:m (2.014,976)  (1,804,180)

Other Non-Current Assots - : -
§ 835352 § 835884 $ 2405670 !;2994“ $ 3241022 $ 3135352

Table 3. Schedule of Capital Assels

Financial Section, 2-10
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Additional information on the City's capital assets can be found in Notes 1-D5 and 4-C of the Notes to the
Financial Statements.

Outstanding Debt

The City's debt at December 31, 2011 was $1.7 billion. Approximately 84% of the bonded debt is related
to utilities with repayment pledged by specific revenue sources gonoralod by the utilities. Of the
remaining 16% bonded debt, debt is either d by voter app special levies or goneral
government resources. Additional information on the City of Tacoma's long-term debt can be found in
Note 4-F and Note 12 of the Notes to the Financial Statements.

City of Tacoma, Washington

Schedule of Long Term Debt
“ in th ) A Total
2011 2010 2011 2010 2011 2010

Bonded debt and loans § 186003 § 176845 § 1,073,030 § 1419737  § 1,560,842 § 1,806,582
Capital leases 1.281 1876 36,576 ar.267 e 30163
Claims ond judgments 51502 31,241 1,85 1,511 53452 w782
Accrued landiil liablity - - 20412 31,368 29412 31368
Net Pansion Obligation 160 (3816) - - 160 (3816)
Other Post Employment Benefits 27408 19,885 8.967 6479 36305 26384
Compensated absences 18514 16111 17,023 17,275 RS 338

$ 282738 § 242,142 $ 1,467,887 $ 1,513,657 $ 1,750,625 $ 1,755,799

Table 4. Schedule of Long Term Debt

The City's debt rating for 2011 Is as follows:

Moody's S&P Fitch
Go As2_ AA Ads
LTGO Aa3 AA AA
Solid Waste A2 AA AA-
Sewer As2 AA+ AA+
Water Aa2 AA -
RWSS Aa2 AA -
Power Aa3 AA AA-
Convention Center Revenue A2 A At

Washington State Auditor's Office
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Economic Factors

From 2002 until the fourth quarter 2008, the City benefitted from modest positive job growth and home
sales. In the fourth quarter of 2008, the recession began affecting the Puget Sound area. During the
course of the 2009-10 biennium, the City reduced its revenue estimates by nearly 10%. Atthe end of the
first quarter of 2010, sales tax and other 1 sensilive pped falling and began to
grow. Sales tax collections for 2010 exceeded 2009 collections by 3.4% with growth in the last six
months exceeding the same time period for 2009 by over 6%. The 2011-12 budget revenue projections
assume moderate growth in the local ic ind s and actual revenue collections will
be reviewed each quarter of the biennium alonq with appropriate actions, if any, which may be needed to
maintain a balanced 2011-12 budget.

Other Considerations

In resp to the i the City has taken steps to reduce the discretionary spending, but
revenue growth is limited by several cilizen initiatives that limit the growth of property tax collections, and

a significant decrease in the sales of homes and new vehicles.

Requests for Information

Thls financial report is deslgnod to pfuvide a general ovarvlew of the City’s finances for all those with an

in the ge ing any of the information provided in this report
or requests for additional ﬂnenclal Informaﬁon should be addressed to the City of Tacoma Finance
Department, 747 Market Street Room 132, Tacoma, Washington 98402.

Financial Section, 2-12

Washington State Auditor's Office
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ASSETS

Cash and cash equivalents

Investments at fair value

Receivables (m( of allowance
for uncollectibles]

Due from other governmental units

Internal balances
Inventories
Prepal

Cash and cash equivalents \
Investments at fair value

Notes and contracts receivable

Customer Deposits

Contracts, notes, non-current leases
Onp(un; assets (not being depreciated):

Works of art

Construction in progress
Capital assets:

Parks

Property, plant, and equipment
Infrastructure

Intangibles
Library materfals
Accumulated depreciation
Non-current assets

Other non-current assets
Total assets

LIABILITIES
Accounts payable
other current Illbllldu
Deposits payable
Due to other governments
Unearned revenue
Payable from restricted assets
current liabilities
Other liabilities
Non-current liabilities.
Due within one year
Due in more than one year
Total labilities

NET ASSETS

Investment in capital assets,
net of related debt

Restricted for:

Housing urban development
Water & assurance & system
development
cr put
Unrestricted
Total net assets

Basic Financial Statements, 3-2

STATEMENT OF NET ASSETS
December 31,2011
{amounts expressed In thousands)
Pagelof2

PRIMARY GOVERNME
ACTIVITIES ACTIVITIES _

City of Tacoma, Washington

JOTAL

s 155971 $ 434.674
2440 -
48302 83,606
4,567 1,155
13,084 (13,084)
3,615 11255
2203 5,386
921 1754

. 441,404

. 1.021

. 1531

. 54

- 39.739

28,656 141,475
1829 -
124,562 83.809
8 -
197,232 3458235
1,190,680 .

10,110

19.325 -
(7372121 1.277.849)
— 20066

s 72— 1Y

36,304 74308
58 680

199 506
17.798 118,303
3923

14860

48,506 54,598
1413209

732174 1365324
54.243 53,300
1460 37,264

- 23.114
29.139 13,274

$ 590,645
2440
131,908
5722
14,870
7,589
2,675
441,404
1021
1,531
54
39,739
170. 13 1

2”.371

19,325
(2,014,976)

110612
738
705
136,101
3923
14.860
103,104
—— 2017568

2,097,498
107,543
38,724

23114
42413

‘j& L J— 7

The notes o the financial siatements are an integral part of this statement.

Washington State Auditor's Office
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Ctty of Tacoma, Washington 2011 Comprehensive Annual Financial Report

Clty of Tacoma. Washingion

STATEMENT OF ACTIVITIES

Pagezof2 For the Year Ended December 31,2011
COMPONENT UNITS (scaounts ‘WM"”“I :: thousands)
ol
TCRA PED FWDA
PROG
s 2301 S 384 801 OPERATING
¢ i o CHARGES FOR GRANTS AND CAPITAL GRANT
688 . 271 JFUNCTIONS/PROGRAMS ______ __EXPENSES __SERVICES  CONTRIBUTIONS H
1,995 206 56 Primary government:
S & 5! Governmental activities:
2 - - General government s 34732 8,780 2% s 669
1z - 3s Public safety 163,575 8,133 3,746 505
> ) ) Physical environment 102 82 . .
= n 75692 8,959 465 37,237
. ’ i Health and human services 3129 761 . .
46822 % = Economic environment 24,023 1,111 5733 34
- 2 = Culture and recreation 43460 415 2904 -
& d . Interest on long-term debt E—— |1 1 1 oy .
Total governmental activities —50834 29251 13138 38445
434 . 8,408
e = & Business-type activities:
* 768 Alrport . s , 3
4 2 1445 Permit Services 6967 4945 & 6
2723 R 16598 Mountain Rail 3049 2599 354 -
- . Parking Garage 5831 4918 . 1.664
7 - Convention Center 10,159 4,782 - -
S 4 = Baseball Park 516 705 - 30,745
e 6 (2312) Tacoma Dome 6,146 4865 - 512
5 i Performing Arts 1145 4 - -
Solid Waste 54,518 57,781 247 .
54902 2% 26150 Waste Water 79390 78318 - 3940
Union Station 5 - - .
Tacoma Rail 19,040 20,565 - 3171
1393 . 58 Water 76,161 70,235 . 9,251
N * 30 Power 371,829 373962 . 10443
> 590 74 Law Income Assistance - (573) - -
- ' 26 Power - Conservation 363 - 1853
. ’ ; Total business-type activities —63s119 623110 601 61585
- - H _
Total primary government T oss9ss.  ___ esz3el  ____ 13739, 100080
3-;.23_ S 933;_
c Compenent units.
5129 590 4590 TCRA 2992 - 3945 -
GRTCC PDF 2587 . s .
FWDA 1581 534 117 _746_
3,164 20598 Total component units s 2160 s34 § 4062 S, 246
. s . General revenues:
X . Property taxes
1648 = Sales taxes
‘ . . Business taxes
5 X 2 Unrestricted Investment earnings
. . 962 Galn on sale of capital assets
s 49853 S B 21560 Transfers
Total general revenues and transfers
Change in net assets
Net assets beginning
Prior period adjustment
Net assets beginning (restated)
Net assets ending

The notes to the financial statemens are an integral part of this siajement.

Basic Financial Statements. 3-3 Basle Financial Statements, 3-4

The notes to the financial siatements are an Integral part of this statement.

Washington State Auditor's Office
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2011 Comprehensive Annual Financial Report City of Tacoma, Washingion

BALANCE SHEET
Page2of2 GOVERNMENTAL FUNDS
December 31,2011
(amounts expressed In thousands)
CHANGES IN NET ASSETS
PRIMARY GOVERNMENT COMPONENT UNITS
GOVERNMENTAL _ BUSINESS-TYPE NON-MAJOR TOTAL
ACTIVITIES ACTIVITIES TOTAL TCRA GTRCC PFD FWDA GENERAL STREET  GOVERNMENTAL  GOVERNMENTAL
FUND#0010 _FUND®1060 ___ FUNDS FUNDS
ASSETS
$ (24993) $ I (24993) ¢ % 18 ] - Cash and cash equivalents H 8075 $ 4950 $ 94499 S 107,524
(151,191) . (151,191) : 4 4 Investments at fair value . - 2,440 2,440
(20) (20) * y e Accounts receivable (net of allowances) 24,488 7,787 7.207 39,482
(29,031) - (29,031) . . . Due from other funds 2,392 834 1,074 4,300
(2.368) . (2,368) C S . Due from other governmental units 4240 - 76 4316
(17.145) . (17,145) - - Prepaid expenditures 316 351 - 667
(40.141) (40,141) . . . {nventory 1008 1828 75 2911
(511) - (5,111) - - . Other current assets . . 918 918
—(270,000) = (270,000) - s C Advances to other funds 12,181 - 4319 16,500
TOTAL ASSETS $ e S2200 $ 15750 $_LIOS08, $ e A0S,
(2016) (2016) . : - LIABILITIES AND FUND BALANCES
(%) (96) : 2 s Accounts payable s 1816 $ 4741 § 2640 S 9,197
= 1 23 s : ; Accrued wages and benefits payable 4803 749 493 6045
- (5377) (5377) - - . Deposits payable . 6 52 58
g 30934 30934 3 : . Accrecd taxes payable 6 £ 21 82
. (769) (769) . - - Due to other funds 1354 410 2692 4,456
* (1.141) (1141) 2 > = Due to other governmental units 190 - 9 199
. 3510 3510 - - Deferred revenue 8811 5511 4,796 19,118
- 2,868 - . . Advances from other funds - 5764 8764
= (5) ) : 5 y Other current liabillties 813 34 . 847
s ;;;: ;gg 2 2 : Total liabilities 17,848 11451 16467 45768
. 12,576 12,576 . . Fund balance
. (573) (573) g 2 & Nonspendable 17.361 1828 92 19,281
s 1494 1494 - . - Restricted 2 8313 76878 85,193
R 50177 50177 - : - Committed : - 18928 18928
Committed - Council Contingencies 1117 - - 1,117
—[270000)  __ 50177 219 5 Assigned 2133 30,448 5813 38394
Unassigned 14,239 7570) __ (29621)
Totalfund balunce (deficits) T ez a2 oeM ___ 133zez
; : x 953 5 s TOTAL LIABILITIES AND FUND BALANCES  § 52700 S 15250 § 110608 $ 179,058
. - - 3 . (184)
s = -t - 13 233 TPEETTI [108]
$ 60733 $ - § 60733 § . . .
42,643 - 42,643 . 257 5
87,029 - 87,029 - . -
6133 23408 20541 20 16 9
(184) (6%) (268) . . .
320 6,320 = - — -
190034 29644 219,678 — 22 2,587 9
(79,966) 79,821 (145) 982 - (178)
811,226 1,694,579 7505805 48672 : 21,526
(1.902) (36) (1.936) 199 = 209
809324 1,694,543 2,503,867 48871 - 21735
$ o Z20358. S nhlZA368, S ondSOBI22. S MBS, S Se—dla®

The notes to the financial statements are an integral part of this staiement. Basic Firancial Statements, 3-5

Basic Financial Statements. 3-6 The notes to the financial stalements are an integral part of this siatement.
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RECONCILIATION OF THE GOVERNMENTAL BALANCE SHEETS

City of Tacoma, Washington

TO THE GOVERNMENT-WIDE STATEMENT OF NET ASSETS - GOVERNMENTAL FUNDS

December 31,2011
(amounts expressed in thousands)

FUND BALANCES - TOTAL GOVERNMENTAL FUNDS

Amounts reported for governmental activities In the statement of net assets are
different because:

Capital assets used In are not financial and
are in the g funds balance sheet.

Internal service funds are used by management to charge the cost of various
support services such as information systems, graphic services, communication,
fleet and others activities to individual funds. The assets and liabilities of the
Internal service funds are included in the h

of net assets.

Certain taxes will be collected after year-end and will not be available to pay
for current year expenditures and are reported as deferred revenue.

Long Term Liabilitles are not reported in the governmental funds balance sheet.

Long-term liabilities, including bonds payable and compensated absences are not due
and payable In the current period and therefore are not reported in the governmental funds.

Net Pension Obligation (NPO) is reported as a liability in the governmental
activities and is not considered to represent a financial liability, therefore, it Is not
reported In the governmental funds balance sheet.

wid

Street Fund audit ad| material to the

NET ASSETS OF GOVERNMENTAL ACTIVITIES

The notes to the financial statements are an integral part of this statement

$ 133292

798373

16,394

4,366
(515)

(227327)

(160)

sﬂ

Basic Financial Statements, 3-7
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City of Tacoma, Washington

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

REVENUES
Taxes
Licenses and permits
Intergovernmental revenue
Charges for services
Fines and forfeitures

TOTAL REVENUES

EXPENDITURES
Current:
General government
Security of persons & property
Transportation
Economic environment
Mental and physical health
Culture and recreation
Caplial outlay
Debt service:
Principal retirement
Interest and fiscal charges
TOTAL EXPENDITURES

EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES

OTHER FINANCING SOURCES (USES)
Sale of capital assets
Transfer in
Transfer (out)
Issuance of debt
TOTAL OTHER FINANCE SOURCES(USES)

NET CHANGE IN FUND BALANCE

FUND BALANCE - JANUARY 1

Prior period adjustment
FUND BALANCE - JANUARY 1. RESTATED
FUND BALANCE - DECEMBER 31

Basic Financial Statements, 3-8

GOVERNMENTAL FUNDS
For the Year Ended December 31, 2011
(amounts expressed in thousands)

NON-MAJOR TOTAL
GENERAL STREET GOVERNMENTAL  GOVERNMENTAL
FUND #0010 FUND #1060 FUNDS FUNDS

$ 172989 § 17' 8 17356 $ 190.362
3242 151 146 3,539

8775 37,809 14,792 61376

1,196 2,606 5710 9512

724 - 2,888 3612

1079 171 3,407 4,657

1,060 293 29 4382
1065 11,047 47328 277,440
21,645 : 3471 25,116
128370 - 16579 144,949

. 22,790 10,735 33,525

13,694 . 8198 21892
1354 - 755 2,109
12,845 - w21 13,266
2,033 49,048 20779 71,860

. . 5924 5924

13 . 6486 499

179,954 71838 73,348 325,140
9111 (307911 126,020) {47,700)

- - (91) (91)

1,286 13,107 10,133 24526
(16373) (247 (15,799) (32.419)

- 14,986 1,553 16,539
(15087). 27,846 [4,204) BSS5S
(5.976) (2.945) (30.224) (39,145)

41,146 10,194 124,097 175437
(318). (2,950) 268 (3,000)
40828 7,244 124,365 172437
31852 S t22 $ LTI 33282,

The nates to the financial statements are an integral part of this statement.

Washington State Auditor's Office
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RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES STATEMENT OF NET ASSETS
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS PROPRIETARY FUNDS
TO THE STATEMENT OF ACTIVITIES December 31,2011
GOVERNMENTAL FUNDS (amaunts expressed in thousands)
For the Year Ended December 31, 2011 Pepnd ot
(amaunts expressed in thousands) BUSINESS-TYPE ACTIVITIES
ENTERPRISE FUNDS
NET CHANGES IN FUND BALANCES - TOTAL GOVERNMENTAL FUNDS $ (39,145) WASTE WATER WATER POWER
FUND #4300/4301 FUND #4600 47
Amounts reported for governmental activities In the statement ASSETS
of activities are different because: Current assets:
Cash and cash equivalents $ 95742 $ 18958 $ 251,780
Governmental funds report capital ondty as expenditures in the yur Accounts -netof for ib 9,595 9.623 50979
purchased. The entity wide Due from other funds 126 8 1.085
outlay as depreciation mmommellfe of the asset. This fs Due from other governmental units 723 - .
the amount by which capital outlays exceeded depreciation in the Inventory 1,025 2,504 6671
current period. 3,802 Prepaid expenses 100 250 2,968
Other current assets . - 1.626
Revenues in the statement of activities that do not provide Restricted assets:
current financial resources are not reported as revenue Cash for construction 28534 125,331 109,884
in the funds. 41 Cash for debt service 8,142 3,092 42,185
Cash for other special purposes 135 84118 19,503
S in th of activities do not Investments for other special purposes - - -
requlreﬂumo’mmﬂund-l resources and, therefore, Notes, contracts, leases recelvable --current 1531 .
are not reported as expenditures in governmental funds: Customer deposits s e S m———
Net OPEB obligation (7.523) Total restricted assets 36811 214072 171,572
Net pension obligation (3976) Total current assets 144,122 245475 ___ 486651
Compensated absences 590 Non-current assets:
Reversal of PY courts accrual (3572) Notes, contracts, leases receivable --non-current - -
Accrued Interest Expanse 378 Advances to other funds . r -
Other non-current assets 4,258 7919 25927
The net revenue of certaln activities of internal service funds is Capital assets:
reported with governmental activities: Land 10,116 20,703 71,119
Profit Loss that decrease (22,057) Property, plant, and equipment 606,401 773,749 1559372
Less: accumulated depreciation (181,243) (149,178) (734,811)
Deblwoﬂedl provide current financial resources to governmental funds Construction work in progress —l828 16,427 49.472
inthe of net assets. Total capital assets net of depreciation 449,849 ssllﬂn 945152
of debt is di in the governmental funds but Total non-current assets — 454107 —971,079
on the statement of net assets it reduces the liability: TOTAL ASSETS s 598,229 S 1 095 $__ 1,457,730
Bond Issuance Cost/Discount Amortization (16,413)
Principal repayment 5924
Street Fund audit | to the g vid 1,985
CHANGES IN NET ASSETS OF GOVERNMENTAL ACTIVITIES ) (79.966)

The notes lo the financial statements are an integral part of this statement

Basic Financial Statements. 3-9
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The notes to the financial siatements are an integral part of this siatement.
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City of Tacoma, Washington

STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
December 31,2011
(amounts expressed in thousands)
PageZof 4
BUSINESS-TYPE ACTIVITIES
ENTERPRISE FUNDS
WASTE WATER WATER POWER
FUND #4300/4301 FUND #4600 FUND #4700
LIABILITIES
Current liabilities:
Accounts payable s 4288 § 3goz s 13,721
Accrued wages and benefits payable 993 1,020 4,204
Accrued taxes payable 597 1175 18937
Accrued interest payable 301 1838 14,592
Deposits payable - 270 -
Environmental liability -- current 716 . -
Notes, contracts & leases payable —current 4,027 2631 .
Revenue bonds--current partion 2338 6,620 27290
Due to other funds 1,089 820 1149
Due to the governmental units 506 . &
Deferred revenue 22,668 46,132 40,576
Other current liabilities - - -
Liabilities payable from restricted assets:
Revenue bonds--current portion 212 - -
Bond interest payable 412 - .
Deposits payable 135 - 0
Total current liabilities 38,282 54,308 123439
Non-current Habilities:
Environmental liability -~ non-current 900 . -
Notes, contracts & leases payable --non-current 91,386 49,631 .
Revenue bonds--non-current portion 100,783 368,113 555,505
Accrued employee leave benefits 1,903 2201 8422
Advances from other funds . . -
Incurred by not reported - - -
Net OPEB obligation 1353 1,654 4978
Other --non-current liabilities . - .
Liabilities payable from restricted assets:
Accrued landfill liability - - -
‘Total non-current liabilities 196,325 421599 568,905
TOTAL LIABILITIES 234,607 485907 692,344
NET ASSETS
Investment in capital assets net of related debt 325.084 382444 501,854
Restricted:
Restricted for capital purchases . 360 .
Restricted for debt 7517 1253 27593
d for waste and syste . 23114 -
Restricted for other purposes . - 2446
Unrestricted 31,021 22017 233493
TOTAL NET ASSETS S% $ 42‘“ s 76;&

The notes to the financial siatements are an inmegral pari of this staiement.

Basic Financial Statements. 3-11
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City of Tacoma, Washington
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STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
December 31,2011
(amounts expressed in thousands)
Page3of 4
BUSINESS-TYPE ACTIVITIES
ENTERPRISE FUNDS
NON-MAJOR TOTAL
ENTERPRISE  ENTERPRISE INTERNAL SERVICE
FUNDS FUNDS FUNDS
ASSETS
Current assets:
Cash and cash equivalents $ 40503 $ 406,983 s 76,138
Accounts r - net of allk for 13,349 63,546 616
Due from other funds 720 1,969 3,149
Due from other governmental unlits 421 1,144 251
Inventory 530 10,730 1229
Prepaid expenses 2,068 5,386 1887
Other current assets 128 1754 s
Restricted assets:
Cash for construction 9,385 273134 N
Cash for debt service 2938 56,357 -
Cash for other special purposes 8,157 111,913 -
1 for other: 1,021 1,021 a
Notes, contracts, leases receivable ~current . 1531 -
Customer deposits 54 54 -
Total restricted assets 21,585 444010 -
Total current assets 79,274 955,522 83,270
Non-current assets;
Notes, leases 39,739 39,739 -
Advances to other funds - - 1,219
Other non-current assets 2,562 40,666 .
Capital assets:
Land 39.537 141475 357
Property, plant, and equipment 464,854 3,404376 155,576
Less: accumulated depreciation (177817) (1,243,049) (103,803)
Construction work in progress 2763 83,237 4,484
Total capital assets net of depreciation 329337 2386039 ) < 7 3 [
Total non-current assets 3760 __2Aeeéss. 57833
TOTAL ASSETS $___450912_ $__3421966 $ 141,103

Baste Financial Statements, 3-12

The noles to the financial staiements are an integral par: of this siatement
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City of Tacoma, Washingion

STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
December 31,2011
(amounts expressed in thousands)
Pagedol 4
BUSINESS-TYPE ACTIVITIES
ENTERPRISE FUNDS
NON-MAJOR TOTAL
ENTERPRISE  ENTERPRISE INTERNAL SERVICE
FUNDS FUNDS
LIABILITIES
Current labllities:
Accounts payable $ 4542 § 26,353 s 10,071
Accrued wages and benefits payable 1,628 7,845 995
Accrued taxes payable 904 21613 k73
Accrued Interest payable 792 17523 55
Deposits payable 410 680 -
Environmental liability - current 334 1.050 .
Notes, contracts & leases payable --current 205 6,863 1,070
Revenue bonds--current portion 5,585 41833 .
Due to other funds 1337 4,395 556
Due to the governmental units . 506 -
Deferred revenue 8,927 118,303 (3]
Other current liabilities 612 612 52749
Liabllities payable from restricted assets:
Revenue bonds--current portion 196 408 -
Bond interest payable 284 696 -
Deposits payable 122 3,227 -
Total current liabilities 25,878 251,907 65,657
Non-current liabilities:
11abikity - 26,955 27.855 s
Notes, contracts & leases payable --non-current 8877 149,894 969
Revenue bonds--non-current portion 187,118 1,211,519 r
Accrued employee leave benefits 2370 14,896 1,653
Advances from other funds 10,593 10,593 1362
Incurred by not reported - . 9,702
Net OPEB obligation 1,002 8,987 -
Other --non-current liabilities 14,860 14,860 o
Liabilities payable from restricted assets:
Accrued landfill liability 2,457 2,457 D
Total non-current liabilities 254,232 1,441,061 13,686
TOTAL LIABILITIES 280,110 1,692,968 79,343
NET ASSETS
Investment in capital assets net of reluted debt 136310 1,345,692 56,615
Restricted:
Restricted for capltal purchases 28,641 29,001 24299
Restricted for debt 901 37,264 .
for waste and systems devel: . 23,114 .
Restricted for other purposes 8,249 10,695 2579
Unrestricted ’3,299] Zﬂ!:%ﬂ (21.733)
TOTAL NET ASSETS $ S s K $

The notes to the financtal statements are an integral part of this statement.

Basic Financial Statements, 3-13
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RECONCILIATION OF TOTAL ENTERPRISE NET ASSTS
TO THE GOVERNMENT-WIDE STATEMENT OF NET ASSETS
December 31, 2011
(amounts expressed In thousands)

NET ASSETS - TOTAL ENTERPRISE FUNDS s 1,728,998
Amounts reported for business activities in the statement of net assets are
different because:
Internal service fund are used by management to cha:
rge the cost of support services to
individual enterprise funds. In this case the support service is fleet management. The assets
and labilities of the fleet fund are included in the business activities (n the government-wide
statement of net assets, 45,366
NET ASSETS OF BUSINESS ACTIVITIES $ 774,
e LEL
Basie Financial Statements, 3-14 The notes to the financial statements are an integral part of this statement
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Clty of Tacoma, Washington

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSETS
PROPRIETARY FUNDS
For the Year Ended December 31,2011
(amounts expressed In thousands)

OPERATING REVENUES
Charges for services
Premiums/Contributions
Miscellaneous

TOTAL OPERATING REVENUES

OPERATING EXPENSES
Personnel, salaries & wages
Supplies, services and charges
Health benefit payments
Depreciation
Taxes

TOTAL OPERATION EXPENSES

OPERATING INCOME (LOSS)

NON-OPERATING REVENUES (EXPENSES)
Interest revenue
Interest expense and fiscal charges
Amortization of bond discount & expense
Contribution to project need
Operating grant
Galn(loss) of disposition of property
Miscellaneous

NON OPERATING REVENUE NET OF EXPENSE

INCOME (LOSS) BEFORE CONTRIBUTIONS
AND TRANSFERS

Capital contributions

Transferin

Transfer (out)
CHANGES IN NET ASSETS

NET ASSETS

NET ASSETS - JANUARY 1
Prior period adjustments

NET ASSETS - JANUARY 1

NET ASSETS - DECEMBER 31

Page1of2
BUSINESS-TYPE ACTIVITIES
ENTERPRISE FUNDS
WASTEWATER ~ WATER POWER
FUND #4300/4301 FUND #4600 FUND #4700
$ 75879 § 65404 § 364324
621 - -
76500 65,404 364,328
26835 19,888 93,787
23431 12933 153,622
12183 14,390 56,556
7,720 8,039 40,675
70,169 55,250 344,640
6331 10154 ____ 19684
4017 8119 8,445
(8.176) (19.999) (22,053)
(99) 2 (217)
- (450)
884 3994 5181
(3.365) 17.883) 19.094)
2,966 2271 10,590
3940 9251 10,268
1,061 . -
I - —_[208)
7,96 114 20,650
355,655 417.695 744,736
355,655 417,695 744,736
s___363622 $___429188 §___ 765386

The notes to the financial statements are an integral part of this statement.

Basic Financial Stasements. 315
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City of Tacoma, Washington

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSETS

OPERATING REVENUES
Charges for services
Premiums/Contributions
Miscellaneous

TOTAL OPERATING REVENUES

OPERATING EXPENSES
Personnel, salaries & wages
Supplles, services and charges
Health benelit payments
Depreciation

Taxes
TOTAL OPERATION EXPENSES
OPERATING INCOME (LOSS)

NON-OPERATING REVENUES (EXPENSES)
Interest revenue
Interest expense and fiscal charges
Amortization of bond discount & expense
Contribution to project need

Operating grant
Gain(loss) of disposition of property
Miscellaneous

NON OPERATING REVENUE NET OF EXPENSE

INCOME (LOSS) BEFORE CONTRIBUTIONS

Capital contributions

Transfer in

Transfer (out)
CHANGES IN NET ASSETS

NET ASSETS
NET ASSETS - JANUARY 1
Prior period adjustments
in accounting principle
NET ASSETS - [ANUARY 1
NET ASSETS - DECEMBER 3.

Basic Financial Statements, 3-16

PROPRIETARY FUNDS
For the Year Ended December 31,2011
(amounts expressed in thousands)

Page 2 0f2
BUSINESS-TYPE ACTIVITIES
ENTERPRISE FUNDS
NON-MAJOR TOTAL

ENTERPRISE  ENTERPRISE INTERNAL SERVICE
FUNDS FUNDS FUNDS

$ 94065 § 599672 s 50,867
- - 82629

938 1,559 350

95,003 601,231 133846
40422 180,932 26,589
36873 226859 51458

- - 70,109

12,653 95,782 10898
7918 64352 :
97866 567,925 159,054
(2:863) 33,306 [25.208)
2343 22,924 1,989
(8.423) (58,650) (150)
(153) (456) .

- (Qso) .

601 601 175

(335) (335) 158

4302 14451 3
(1575) 21917 2145
(4438) 11,389 (23.063)
37951 61410 133
8687 9,748 4420
(3442) (3679) (2,596)
38758 78868 (21,106)
132,080 1,650,166 84718
(36) (36) (1.852)

132,044 1,650,130 82866
s_170802_ S__1,728998 s 61,260

The notes to the financial statements are an integral par: of this statement
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2011 Comprehensive Annual Financial Report City of Tacoma, Washington

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN NET ASSETS OF ENTERPRISE FUNDS

TO THE STATEMENT OF ACTIVITIES -
BUSINESS ACTIVITIES
For the Year Ended December 31, 2011
{amounts expressed in thousands)
NET CHANGES IN NET ASSETS - TOTAL ENTERPRISE FUNDS 5 78,868
Amounts reported for inthe
of activities are different because:
The net revenue of certain activities of internal service funds is
reported with business activides:
Profit Loss reall that decrea 953
CHANGES IN NET ASSETS OF BUSINESS ACTIVITIES s 79,821
The notes to the financtal statements are an iniegral part of this statement. Basic Financial Statements, 3-17
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STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
For the Year Ended December 31,2011
(amounts expressed in thousands)

Page 1of4
BUSINESS-TYPE ACTIVITIES
—  SNTSRPRISSFUNDS
WASTE WATER WATER POWER
U, ND #4600 UND #4
CASH FLOWS FROM OPERATING ACTIVITIES:
Receipts from customers and users s 77879 $ 4773 § 367532
arovided - < .
Payments to suppliers (23,073) (12.718) (172834)
Payments to employees (26,196) (19.863) (95491)
Payments to insurance carriers . . -
Payments for taxes (7,787 (7.991) (41.197)
Payments for intecfund services used - . .
Other operating revenues (expenses) = - 19)
NET CASH PROVIDED (USED) 8Y
OPERATING ACTIVITIES 20,923 24204 57991
CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES
Transfers from (to) other funds (108) 29 (658)
Advances from (to) other funds -
Grants 135 .
Debt service refated to environmental @an) - -
Contributions and Donations - -
NET CASH PROVIDED ) BY
NONCAPITAL FINANCING ACTIVITIES 141 29) (658]
CASH FLOWS FROM CAPITAL
FINANCING ACTIVITIES:
Transfers fram (t0) other funds 1,061 .
of | assets (23,009) (32856) (60598)
System development charges 7023 -
from capital debt 10378
Proceeds from the sale of capital assets - . .
Proceeds from leased property . - o
Lwasw and leaseback - .
Principal paid on capital debt (5.848) (8.915) (25.890)
Interest paid on capital debt (4.450) (22.0885) (29,080)
#r d [ @91) . 3955
Capital lease obligation (.087) -
Change in deferrod credits . 2373
Contributions and donations . . 752
Grants received . 165 )
NET CASH PROVIDED (USED) BY
CAPITAL FINANCING ACTIVITIES 34628) ____ (s6260) __ (77972)
CASH FLOWS FROM INVESTING ACTIVITIES:
Interest and dividends received 4017 3 8445
Rental and other income 368 . .
Investment I - . -
Other net bon-oporatiag revenues and deducucns 263 {12), 1328
NET CASH PROVIDED (USED) BY
INVESTING ACTIVITIES 4648 3129 9671
NET INCREASE (DECREASE) IN CASH &
CASH EQUIVALENTS (1AM [18956) (10,9689)
CASH & CASH EQUIVALENTS, JANUARY | 143747 250455 434320
& CASH JANUARY | . . .

CASH , RESTRICTED CASH & CASH EQUIVALENTS. DECEMBER 31 § !im $ 2149 ' $ 123,352

Basie Financial Siatements, 3-18 The notes (o the financial statements are an integral part of this statement.
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2011 Comprehensive Annual Financtal Report

Clty of Tacoma, Washington

STATEMENT OF CASH FLOWS
PROFRIETARY FUNDS
For the Year Ended December 31,2011
(amounts expressed in thousands)

Page2of4
BUSINESS-TYPE ACTIVITIES
ENTERPRISE FUNDS
WASTEWATER ~ WATER POWER

RECONCILIATION OF OPERATING INCOME

(LOSS) TO NET CASH PROVIDED (USED)
BY OPERATING ACTIVITIES:
Operating income (loss)
|! income
(loss) to net cash provided (used)
by operating activities:
Depreciation expense
decrease In accounts receivable
decrease in bl

\

(Increase) decrease in due from other funds
(Increase) decrease in inventories

(Increase) decrease in prepaid items

(Increase) decrease in other current assets

Increase (decrease) in deposits payable

Increase (decrease) in accounts payable

Increase (decrease) in accrued wages payable
Increase (decrease) in compensated absences
Increase (decrease) in deferred credits

Increase (decrease) in in Intergovernmental payables
Increase (decrease) in due to other funds

Increase (decrease) in deferred revenues

Increase (dr ) in other current

Increase (decrease) In notes, contracts, and leases payable
Increase (decrease) In other long-term liabilities
Increase (decrease) in prior period adjustments

Total adjustments
NET CASH PROVIDED (USED) BY
OPERATING ACTIVITIES

NONCASH INVESTING, CAPITAL, AND
FINANCING ACTIVITIES
Prior Period Ad[ustment
Contributions of capital assets

The notes 1o the financial statements are an integral part of this statement.

FUND #4300/4301 FUND #4600 _ FUND #4700

$___ 631 §__101s¢ S__ 19684

12,183 14390 56,556
1937 (892) 3208
29 mn (19)
®) - 1978
(96) 108 s8
(15) 770 -

- - (8628)

(6) . .
(115) - (13.808)
43 (39) (70)
72 63 (343)

- 1 (10)

80 (532) (615)
193 - -
m 262 .
(66) 47 -

2 (407) -
450 . -

91 - =
14592 14,050 38307

s__93 $_2e208 S___S7991

o 8 . 8 .
3942 m7 10268

Basic Financial Statements, 3-19

Washington State Auditor's Office
38

2011 Comprehensive Annual Financial Report

CASH FLOWS FROM OPERATING ACTIVITIES:

NET CASH PROVIDED (USED) BY
OPERATING ACTIVITIES

CASH FLOWS FROM NONCAPITAL

Advances from (to) ather funds
Debt service related to environmental
Contributions and Donatiens

NET CASH PROVIDED (USED) BY
NONCAPITAL FINANCING ACTIVITIES

(CASH FLOWS FROM CAPITAL
FINANCING ACTIVITIES:
Transfers from (to) other funds

NET CASH PROVIDED (USED) BY
CAPITAL FINANCING ACTIVITIES

(CASH FLOWS FROM INVESTING ACTIVITIES:
Interest and dividends received
Reatal and other Income
Investment long-term
Other net non-operating revenues and deductions
NET CASH PROVIDED (USED) BY
INVESTING ACTIVITIES

NET INCREASE (DECREASE] IN CASH &
CASH EQUIVALENTS

CASH & CASH EQUIVALENTS, JANUARY 1

City of Tacoma, Washingion

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
For the Year Ended December 31, 2011
(amounts expressed in thousands)

Pagedol4
BUSINESS-TYPE ACTIVITIES
ENTERPRISE FUNDS
NON-MAJOR TOTAL
ENTERPRISE ENTERPRISE INTERNAL SERVICE
FUNDS FUNDS FUNDS
H 93976 § 504,260 s 49,089
(L721) (2L721) 2740
(17.554) (17,594) 82636
(19.946) (228548 (108.024)
(19.298) (160,848) (20927)
(56) (1010)
(7.686) (64,661) .
(216) (216) )
(19) (1878)

959 167 [744)
53 535 -
- 135 -
. (an) .
&
1557 [1%12)] [744).
4287 5,340 (961)
(34613) (151.276) (8393)
. 7023 -
450 10828
139 139 513
5406 6406 B
(648) (648) =
(11,924) (52,577) (404)
(8.024) (63,609) (150)
3664
(2,087)
. 23373
4820 12332 s
‘ s’!l 175
39,307) 198,163] {5.886)
2329 17932 1,683
124 42 .
027) (127)
(18) 1459 7
2,308 19756 1670
(27.983) 169.101) 2342
89,020 N 78480

CASH , RESTRICTED CASH & CASH EQUIVALENTS, DECEMBER 31 § mn m s EE

Basic Financial Statements, 3-20

The notes to the financial statements are an integrol part of this statement
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STATEMENT OF CASH FLOWS

PROPRIETARY FUNDS

For the Year Ended December 31,2011
(amounts expressed in thousands)

RECONCILIATION OF OPERATING INCOME
(LOSS) TO NET CASH PROVIDED {USED)
BY OPERATING ACTIVITIES:

Operating Income (loss)
Adjustments to reconcile operating income

Pagedof 4

City of Tacoma, Washington

BUSINESS-TYPE ACTIVITIES

ENTERPRISE FUNDS

NON-MAJOR TOTAL

ENTERPRISE
FUNDS

ENTERPRISE INTERNAL SERVICE

FUNDS

(loss) to net cash provided (used)
operating activities:
WD:m::on expense 12653 95,782 10898
(increase) decrease in accounts receivable (70) 4183 (760)
( ) decrease In 1 bl (155) 127 (250)
(Increase) decrease (n due from other funds (324) 1,646 1163
(Increase) decrease in inventories 262 329 (62)
(Increase) decreasc in prepald items 327) 428 (1,783)
(Increase) decrease in other current assets . (8.628) 1
Increase (decrease) in deposits payable (32) 1
Increase (decrease) in accounts payable 1.230 (12,693) 151
Increase (decrease) in accrued wages payable 227 161 13
Increase (decrease) in compensated absences (116) (323) 93)
Increase (decrease) in deferred credits (32) 31) -
Increase (decrease) in in Intergovernmental payables 2 (1,065) -
Increase (decrease) in dus to other funds (223) (30) (2,469)
Increase (decrease) in deferred revenues (365) (104) B6
Increase (decrease) in other current liabilities (562) (581) 21,333
Increase (decrease) in notes, contracts, and leases payable 8) (413) 87
Increase (decrease) in other long-term labilities (1.750) (1,300) -
Increase (i ) In prior period . . : (5
L (exp ) —_—(585),
Total adjustments 10322 77271 27,826
NET CASH PROVIDED (USED) BY
OPERATING ACTIVITIES s 2,459 $ 110,577 s gl@
NONCASH INVESTING, CAPITAL AND
FINANCING ACTIVITIES
Prior Period Adjustment s 3% S 3% 8 -
Contributions of capital assets 32924 48,251 -

The notes (o the financial siatements are an integral part of this stalement
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STATEMENT OF FIDUCIARY NET ASSETS

ASSETS
Cash & cash equivalents
Investments at fair value:
Equities
Fixed income
Other assets
Real estate
Venture capital and partnerships
Securities lending collateral
Recevalbles - net of uncollectible accounts
Contributions and other receivables
Interest and dividends
Investment sales
Capital assets (net of accumulated depreciation)
TOTAL ASSETS

LIABILITIES
Current liabilities:
Accounts payable
Accrued wages and benefits payable
Due to other funds
Due to other governmental units
Investment purchase payable
Securities lending collateral
Other current liabilities
Total current babilities
Non-current liabilities:
Accrued employee leave benefits
Total non-current labilities
TOTAL LIABILITIES

NET ASSETS
Held in trust for pension benefits and other purposes

Basic Financial Statements, 3-22

FIDUCIARY FUNDS
December 31, 2011

(amounts expressed in thousands)

PENSION AND
EMPLOYEE TRUST
FUNDS # 4

s 18,535

$60.732
343851
339
48,092
120,458
40,782

1549
3622
2,159

16

"

Cily of Tacoma, Washington

AGENCY
FUNDS #6570

7.623

E

105
835

6,683

7,623

|

$ 1 77 $

7623

I

The notes to the financial staiements are an integral part of this statement.
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2011 Comprshensive et Frsaaciol Repo 2011 Comprehensive Anmual Financial Report Clty of Tacoma, Washington

FIDUCIARY FUNDS NOTES TO THE FINANCIAL STATEMENTS
STATEMENT OF CHANGES IN NET ASSETS For the Year Ended December 31, 2011
For the Year Ended December 31, 2011
(amounts expressed in thousands)

Note 1 Summary of significant accounting policies

smmeye. A Therportiogenty
FUNDS #6050-6150, 6450 The City of Tacoma is a d January 7, 1884, The City operates under a Council-
Manager form of government, and under its charter has all powers granted by the constitution and laws of the State
ADDITIONS: s 31,465 of Washington. The Clly pmMes lhe full range of services contemplated by statute or charter. These include police,
m”ﬁmm‘:‘“ 19,503 fire, public works, pk d d human rel and general ad; and support services.
- 265
om-;muibu:'mm 51633 The g financial present the City and its comp units. Comp units are
F o mntnmm- legal entities for which the City is i lly Exclusion of these entities would cause the City’s financial
Net in FMV of gm) to be misleading or P
mﬁ:ﬁm Income L B i b i | S Discretely presented Component Units:
Total investment income ) 1 [
Less Investment expenses:: Tacoma Community Redevelopment Authority (TCRA) is public P authority establ|
Investment management fees 3174 through City ordinances and the laws of the State of Wuhlnmn. TCRA was created to administer Housing and
Security lending - agent fees 60 Urbn Development (}(UD) and Eq P (EDA) funds assisting the City in housing
Security lending - broker rebates __Lgl and b ic devel projects. Separate financial for TCRA can be obtained
Toal lavestment expeces — from: TCRA, 747 Market Street, Room 1036, Tacoma, Washington 98402-3701.
Total investment income —_— 13501
TOTAL ADDITIONS —SSI3 e 2 Regional Convention Centes cilities District (the District) is a public corporation
omnlud underlhe Laws of Wlshlngmn, Chapter 165 1999 Rzguhr Session, Snﬂions 1 through 23 and pursuant to
DEDUCTIONS: 50,092 an interlocal agreement between the Citles of Tacoma, Fife, University Place, Lakewood and Pierce County. Liability
Wages and bencfits payable ¢ of the District is limited to the District’s asssts with no recourse to the City of Tacoma assets or property. The
Health care benefit payments 10,585 District entered into an interlocal agreement with the City of Tacoma to assist finance, and otherwise facilitate the
Refunds of contributions 2437 and of a Convention Center. The District imposed the 0.033 percent sales and use tax
Administrative expenses 1991 authorized by RCW '82.08 and 82.12. The District pays these revenues to the City of Tacoma primarily for the debt
TOTAL DEDUCTIONS 65,105 service on bonds issued by the City for the construction of the Convention Center. The District assigned the title to
the Convention Center inclusive of real property, fixtures, and
2 to the City of Tacoma, Separate financial statements for the District can be obmined from: GTRCC PFD, c/o the City
NET INCREASE (DECREASE) of Tacoma Finance Department, 747 Market Street, Room 132, Tacoma, Washington 98402-3773.
NET ASSETS HELD IN TRUST FOR PENSION BENEFITS is @ separate legal entity and presented as a
Net assets - beginning 1,083,548 ly presented comp unit in the City's financial statements. The Authority was created on October 1,
Netassets - ending H 1,083,577 1996 by Resolution No. 33513. Under the terms of an agreement between the City and the Authority, the Authority

The notes to the financial siatements are an integral part of this staiement.

Basic Financial Statements, 3-23
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manages the redevelopment of property within and along the Thea Foss Waterway. The Authority serves to
improve the environment, and along with the City, is taking steps to enhance the Waterway. Separate financial

for the ty can be obtained from: Foss Waterway Development Authority, ¢/o the City of Tacoma
Finance Department, 747 Market Street, Room 132, Tacoma, Washington 98402-3773.

Joint Ventures:
The City p in two joint the Law Support Agency (LESA) and the Tacoma-Pierce
County Health Department.

The governing bodies of both LESA and the Tacoma-Pierce County Health Department are appointed jointly by the
City of Tacoma and Pierce County Councils. The City is not financlally accountable for these two entities and
contributes substantially less than half of their operating revenues, Financial information for both entities is
included in Note 8 Section G.

The notes to the financial statements are an integral part of this statement Basic Financial Staierments, 3-25
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2011 Comprehensive Annual Financtal Report City of Tacoma, Washington

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended December 31, 2011

B. vide and ﬁmﬂ fi lal it
Basic fi I at both the 'ovemmenl-wlde and fund hmnml Iovcl. Both levels of
statements categorize prlmary acti as either g type. G which

are normally supported by taxes and ln(mwcmnunnl mcnm are reported separately from business-type
activities, which rely to a significant extent on fees and charges for support. Likewlse, the primary government is
reported separately from certain legally separate component units for which the primary government Is financlally
accountable.

Government-wide fi fal the St of Net Assets and the Statement of Activities, report
information on all non-fiduciary activities of the prlmary government and its component units. For the most part,
the effect of interfund activity has been d from these to this general rule are

payments-in-lieu of taxes, charges between the City’s utilities and various other functions of the government, and
some indirect cost allocations between the general fund and other funds of the City. Eliminations of these charges
would distort the direct costs and program revenues reported for the various functions concerned.

The St of d the degree to which the direct expenses of a given governmental function

orb g1 are offset by program revenues. Direct expenses are those that are clearly identifiable with a

specific function or Program include 1) charges to or who p , use, or

directly benefit from goods servl:es, or privileges provlded by a given function or segment and 2) grants and
trib that are d to meeting the op | or capital requl of a given function or

Taxes, transfers between funds, and other items not properly Included among program revenues are reported

Instead as general revenues.

1 are provided for gover | funds, prop ry funds, and Nduciary funds, even
lhough the latter are excluded from the government-wide fi Major dual governmental
funds and major individual enterprise funds are reported as sep Il inthe fund fi
C. Measurement Iom, hnloumnuuuua P

are reported using the | focus and m-

The g

-cmul basis of accounting, as are the proprietary fund and fiduciary fund fi
recorded when eamned and expenses are recorded when a liability is Incurred, regardless of the timing ululnted
cash fMlows. Pmpeny taxes are recognized as revenues In the year for which they are levied. Grants and similar

items are as soon as all eligibility req Wposed by the provider have been met.

Private sector dards of g and i | reporting Issued prior to December 1, 1989, generally are
followed tn both gov-mmm(-wlde md proprietary fund ﬁnnndal statements to the extent that those standards do
not conflict with or of the G Standards Board (GASB). The City has

elected to follow subsequent private sector guidance for its utility funds.

The City uses encumbrance accounting. Purchase orders, contracts and other commitments are recorded as
encumbrances Encumbrances at year-end are no longer specifically reported as reservations of fund balances for
governmental type funds. They are included in the restricted, committed, or assigned fund balance as defined by
GASB

#54, ding at the end of the blennlum are reappropriated at the beginning of
the next biennium. The amount ol encumbrances needed to pay commitments related to purchase orders and
that remain unp d at year-end are as follows:
General Fund Street Fund Non+major Punds
s 2133 § 38761 § 15277

G | fund i 1 are reported usln; the current fi | focus and
the modmed u:ennl bnu of g as soon as they are both measurable and
dered available when thcy are collectible within the current period or soon nnough

thereafter to pay lllbmuos of the current period, For this purpose, the City be

available if they are collected within sixty (60) days of the end of the current fiscal period. Eupendimm are
generally rxorded when a liabllity is incurred and when goods and services are recelved, as under accrual

debt services di as well as exp related to comp d ab and
claims lnd d are ded only when pay is due.

Franchise fees, licenses, and Interest assoclated with the current fiscal periad are all considered to be susceptible to

Basic Financial Statements. 3-26 The notes to the financiai statements are an Integral part of this statemsent
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NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended December 31, 2011

accrual and so have been recognized as revenues of the current fiscal period. Only the portion of special
assessments receivable due within the current fiscal period is considered to be susceptible to accrual as revenue of

the current period. Deferred revenues represent property taxes that were not to finance d of
the current period and grant din on property taxes is contained on
page 6-15. All other revenue items are dered to be and le only when cash is received by the
government.

Since the governmental fund statements are presented on a different measurement focus and basis of accounting
ﬂun the government-wide statements govr.-mmznul mhunn, a reconcillation is mmnry to explain the

needed to fi the fund based fi into the g 1 column of the
government-wide presentation. In addition, the City has an Internal Service Fund that provides 100% support to
Business-type Activities only. A reconciliation is provided to explain the ad] needed to transform the fund
based financial statements into the business-type column of the got vide pi These
reconciliations are included as part of the basic financial statements.
Prop y funds d h and from non-operating items. Op g and
expenses generally result fmm ding services and producing and del g goods in with a
proprietary fund's p | nngolng The p | | of the City's various utilities and

Internal service funds are charges to customers for sales and services. The City enterprise funds also recognize as
operating revenue the portion of tap fees Intended to recover the cost of connecting new customers to the system.

for prise and internal service funds include the cost of sales and services, administrative
upﬂuu es and depr:daﬁon on capital assets. All revenues and expenses not meeting this definition are reported as

L. L. P

The City reports the following major governmental funds:

*  The General fund is the g ‘s primary operating fund. It for all financial of the
general go except those reqy to be for in another fund.
*  The Street fund for Il ing. and construction of city streets.

The City reports the following major proprietary funds:

s The Wastewater and Surface Water (Sewer) fund for the pl design, tl P and
maintenance of the Wastewater and Surface water facilities owned by the City,

*  The Water fund accounts for the activities of the City’s water distribution system.

*  The Power fund accounts for the activities of the City's electric production and distribution operations.
Additionally, the City reports the following fund types:

¢ Internal service funds account for Finance, Budget and Research, BSIP Project, Human Resources, Graphics

Services, Fleet Services, Youth Bulld Tacoma, Bqulpmcm Rental, Asphalt Plant, Radio Communlal!on:,

TMrd Party thlmy Claims, Worker's C
Health Benefits, md Sdf Insurance Claims funds. These funds provide
basis.

services to other dep on @ cost reimb

* The Pension trust fund accounts for the activities of the City’s retirement systam, which accumulates
resources for pension benefit payments to qualified City employees. The police and fire relief and Pension
trust funds account for the activities related to the police and fire LEOFF penslon system. The employees

benefit trust funds Include deferred P and 1l payroll ded funds account for
related to ry and op | payroll ded:
«  Agency funds are the Law Enforcement Support Agency and the Tacoma Urban Network. The City acts as
an agent for these funds.

The City has no private purpose trust funds or permanent funds.

The notes to the financial statements are an integral part of this statement. Basie Financial Statements. 3-27
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NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended December 31,2011

D. Assets, llabllities and net assets or fund balances
1. Cash and investments

The City’s cash and cash equivalents include cash on hand, cash working fund, restricted cash, short term
investments with original or remaining maturities of three months or less when purchased, and cash and

Iinvestments in the City-wide i pool, luding equity in pooled cash and investments are
stated at fair value, except for the Pension trust fund which is reported on a trade date basis, at fair value, No direct
Investments restricted or otherwise, are to ba cash The City uses a pooled investment

portfolio. Each fund receives Interest based on a pro-rata share of its cash balance to the total cash invested.
Portfolio earnings are distributed monthly based on average daily cash balances of the participating funds.

2. Recetvables and Payables

Activity between funds that are representative of lending/borrowing arrangements outstanding at year-end are

referred to as either “due to/from other funds,” if current, or “advances to/from other funds,” if long-term. All other

outstanding balances between funds are reported as “due to/from other funds.” Any residual balances outstanding

between the ;ﬂwmm';mal activities and the business-type activities are reported in the government-wide financial
as “Intarnal bal .

Advances between funds, as reported in the go: I fund financial are Include in the
nonspendable classification in fund balance unless the p ds from coll: are d itted, or
assigned.

Property taxes are levied in November and become a property lien s of January 1. The first half is due April 30 and
the second half on October 31. If the first half is not paid by April 30, the total annual tax becomes delinquent.

Property taxes are collected by Pierce County and remitted to the City hly. An all for

is deemed y as del taxes become an enforceable lien on the property. Property taxes
collected within 60 days after year-end are dered ble and le and are recognized as revenues in
the fund statements. The total levy is recognized as revenue in the gover ide financial
regardless of when collected.
Utility receivables are shown net of an all for llectibles. The 1l amount is d based
on an analysis of historical experi Al for other bles are not utilized because the amounts are
not material,
Notes and ¢ T ble signed the City and/or the Tacoma Community Redevelopment Authority
(TCRA) and various parties rep efforts of either a business nature or with

homeowners. A large majority of the Power utllity notes and contracts receivable represent energy conservation
eiforts between the City and homeowners or businesses.

3. Inventories and Prepald Items
Inventories for proprietary funds are valued at first-in/first out, moving average cost method, or lower of cost or
market, depending on the fund. Inventories of governmental funds are ded as di when d
rather than when purchased.

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as prepald items
In both g vide and fund fi 1}

4. Restricted Assets

Restricted assets In the enterprise funds are monies which are restricted by legal or contractual requirements.
These assets are g ly for either of capital assets or for the repayment of debt. See Note 4+

G for further information,

5. Capltal Assets

Capital assets; which include property, plant, equipment, and infrastructure (eg roads, bridges, sidewalks and
simllar items), are reported in the applicahle governmental or b type activities col in the go

wide financial statements.

Basic Financial Siatements, 3-28 The notes io the financial statements are an tntegral part of this statement
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NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended December 31, 2011

Capital assets are defined by the City as assets with an Initial, individual cost of $5,000 or more and an estimated life
in excess of one year except for land, easements, rights of way, Infrastructure and buildings and Improvements.
Land is 4 regardless of cost. E: and rights of way are capltalized if thelr size is at least 750 square
feet. Infrastructure capitalization threshold is $50,000 or more. Building and infrastructure improvements are
capitalized when the cost is greater than 25% of the asset’s original value and Increases its useful life or service
capacity. Such assets are ded at historical cost or esti] d cost when purchased or constructed.
Donated capital assets are recorded at estimated fair market value at the date of donation. The costs of normal
malntenance and repairs that do not add to the value or the life of the asset are expensed.

Depreciation on all capital assets is recorded as an all d exp: in the g ide St of Activiti
and in the proprietary fund statements. Capital assets are reported net of depreciation. The City uses a combination
of group depreciation and stralght-line depreciation over the life of the assets.

The estimated useful lives for all City funds are:

Property, plant, and equipment  3-200 years

Parks 33 years
Library materials 5 years
Intangibles 3-25 years
Infrastructure 5-60 years

6. Compensated Absences

The City has two different policies for compensated absences. The City's original policy allowed employees to
accrue vacation based on the number of years worked with a maximum accrual equal to the amount earned ina two-
year period. These employees also accrue one day of sick leave per month without any ceiling on the maximum
accrued, An employee is entitled to 25% of the value of the sick leave at retirement or death or 109 of the value
upon termination for any reason. Under the City's current policy, new employees earn Personal Time Off (PTO)
without distinction between vacation and sick leave. Employees who worked for the City prior to the change could
chose to stay with the ariginal policy or opt to convert to the new policy, The amount of PTO eamed s based on
years of service. The Tacoma Public Library has slightly different rules governing sick leave and vacation leave, but
these differences are not dered ] to the City's financial

In governmental funds, vacation pay, sick leave or PTO are recorded as expenditures when paid which occurs when
used or upon employee termination. In the entity-wide statements and the proprietary fund statements, vacation
pay and PTO are recorded as a liability and expense in the year earned. A liabllity and expense Is recorded for the
vestad amount of sick leave.

The differences b the gover 1 fund and the entity-wide P T

items between the fund level and government-wide The reconciliations are included as part of

the financial statements.

7. Long-Term Obligations

In the pvernmeng:lﬂe I and the propi y fund financial long-term debt and

other long-term obligations are reported as liabilities In the applicable g 1 acti ype
or prop! y fund type of net assets. Bond jums and d as well as costs

are deferred and amortized over the life of the bonds using the straight line method. Bonds payable are reported net

of the applicabl pi or Bond i: costs are reported as deferred charges and amortized

over the term of the related debt.

In governmental fund fi fal bond p and and bond costs are treated as

expenditures of the current perfod. The face amount of debt issued is reported as other financing sources while
an costs are reported as debt service expenditures.

The notes tw the financiol statements are an integral part of this statement Basic Finaneial Statements, 3-29
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8. Fund Equity
Fund Balance
The City of Tecoma A 8 Board (GASB) Statement No. 54. For
8 | fund i 1 fund bal are reported in five classifications.
L dable: Includ that are not in a spendable form, such as inventories, prepaid items,
long urm interfund melvables. and amounts that are legally or contractually required to be maintained
intact or required to be d in such as the principal of an endowment fund.

2. Restricted: Includes amounts that can be spent only for the specific purposes stipulated by external
resource providers. Amounts should be reported as restricted when constraints placed on use of resources
are either (1) externally imposed by creditors (such as through debt covenants), grantors, contributors, or
laws or regulations of other governments; or (2) imposed by law through canstitutional provisions or
enabling legisiation.

3. Committed: Includes amounts that have been llmil:d to specific purposes through the City Charter or
formal City Council actions, such as ad of or City Council policy. The
commitments may be changed or lifted, but only by the same formal action that was used to impose the
constraint originally.

4. Assigned: Includes amounts that have been allocated for specific purposes through City Council budgetary
actions. For all gw-rnmenul funds other than the General Fund, any funds that are not classified as

d will be classified as assigned for the purpose of the fund.

S. Unuslgned Includes amounts that do not fall into one of the above four categories. The General Fund is
the only fund that should report this category of positive fund balance. In other govemmcmal funds, if the
expenditures incurred for specific purposes sxcesds the restricted, igned to
those p it may be Y to report a negati igned fund balance.

Itis the policy of the City of Tacoma to spend funds in the following order:

1. Restricted
2. Committed
3, Assigned
4. Unassigned

Use of resources will be spent in the following hierarchy:

1. Bond Proceeds

2. Federal Funds

3. State Funds

4. Local Non-city Funds
5. City Funds

Basic Financial Statements. 3-30 The notes ta the financial statements are an integral part of this statement.
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Net Assets

Proprietary fund financial statements report reservations of net asset amounts that are not available for
appropriation or are lenlly nsu'imd by outside parties for use for specific purposes. Restricted net assets are

subject to by g or laws or reg of other g or imposed
by law through 1 pi or enabl

Note 2 of g wide and fund i fal

A. Explanation of certain differences b the gaver | fund bal sheet and the government-
wide statement of net assets

The governmental fund balance sheet Indudes reconciliation fund lg | funds and
net assets—governmental as in the vidi it of net assets. As explained in

Note 1 C, this reconciliation Is nmry boaun of lhc diﬂeunces in accounting basis, most significantly the
differences imaccounting for capital assets and debt.

One element of the reconciliation explains:

“Long-term liabilitfes, including bonds payable, are not due and payable in the current period and therefore are not
reported in the funds.”

The details of these dollar differences are as follows:

(: p inth
Bonds and leases payable $(181,841)
Discount on bond Issuance 83
Premium on bond issuance (2.487)
Net other post employment benefits obligation (27.408)
Net pension obligation (160)
Compensated absences (15514}
Net adjustment to reduce fund balance
for total governmental funds to arrive at
net assets for governmental activities _$(227.327)
B. hplmﬂon of cemln diffe the g | fund of r P S,
and infund b and the g wid of activities
The g | fund of di and changes in fund balances includes reconciliation

betwnn net changes in fund balances—total gmmmmml funds and changes in net assets of governmental activities
as reported in the government-wide statement of activities.

One element of the reconciliation explains:

"Governmental funds report capital outlays as d , In the of activities the cost of
those assets is allocated over their estimated useful lives and reported as depred-uon expense.”

The detalls of these dollar differences are as follows:
K din th

P )
Capltal Outlay s 71860
Depreciation Expense (68,058)
Net to netch

In fund balances - total governmental
funds to arrive at changes In net assets
of governmental actlvities s 3802

The notes lo the financial statements are an integral part of this statement. Basic Financial Statements, 3-31
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Another element of the reconciliation states:
“Some expenses reported In the statsment of activities do not require the use of current financial resources and
therefore are not reported as expenditures in governmental funds,”
‘The details of this dollar differences are as follows:
inth iy

OoPER $ (7523
Net pension obligation (3976)
Compensated absences 590
Reversal of prior year courts accrual (3572)
Accrued interest 378

Net adjustment to decrease net changes
in fund balances - total governmental
funds to arrive at changes in net assets $__(14103)

Note 3 Stewardship and bility

A. Budgetary information

The Tacoma City Council adopts & biennial budget using an appropriation ordinance. While not legally required by

law, the City also adopts budgets for proprietary funds and some selected trust funds. There were no material
ol of df ding appropriations.

P

The description of the budget process, any funds that exceeded appropriations (immaterial amounts), and the
budget reconciliation schedule are included in the budget notes Included in the Required Supplementary
Information (RSI) and Combining Statements - Non-Major funds sections. Budgetary data for the general fund is
included in the RSI and Non-Major governmental funds are Included in the Combining - Non-Major
funds section. The budgetary statements show the original budget, revised amended budget and actual amounts
expended for the blennium.

B. Deficits in fund balances or net assets
The following governmental and proprietary funds had deficit net assets.

The Tacoma Fire Department and 2002 Police Facility funds have fund balance deficits due to a reclassification of
reporting internal note proceeds as an Interfund loan which was received In prior years, The Tacoma Fire
Department had a positive net change in 2011 and reduced the prior year deficit by $370 thousand. The 2002 Police
Facilities fund net change Increased over the prior year by $83 thousand due to interest expense payments

The Traffic Enfc fund was in 2011 and had a $1,817 thousand fund balance deficit at the end of
the first year. This fund is expected to be self supporting in the future.

The 1997 Bond Issue fund has a $48 thousand deficit fund balance resulting from a transfer out of $58 thousand in
2010 and capital outlay expenses of $2 thousand in 2011.

The deficit in the Convention Center fund resulted from losses T3 which depleted the net
assets by $2.316 million. Operating losses however were $.682 less than the previous year. The general fund
reduced its contribution by $1.251 million during 2011 which also contributed to the overall deficit in net assets.

The deficit in the Power Conservation Project fund resulted from incurring bond debt (n order to continue the
conservation efforts of the City. The Bonneville Power Administration (BPA), under an agreement with the City. has
committed to contributing the resources to liquidate this debt. The Power Conservation Project Fund had a positive
net change in 2011 and reduced the prior year by $1,500 thousand.

Basic Financial Siatements, 3-32 The notes to the financial statements are an integral part of this statement.
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The Graphic Services fund had deficit in net assets of $395 thousand. Two factors mnmbul‘ed to this deficit. There
was a buy-out of a copler lease and the liability was not ded in the previous year gina of
the beginning fund balance of $342 thousand. There was an operating loss of §.182 million for 2011, however
charges for services have been Increase In 2012 to reduce or eliminate this deficit.

The Third Party Liabllity Claims Fund has a net assets deficit, an Increase of $19,189 thousand over the prior year,
due to an Increase in claims.

The Worker's Compensation Fund has a net assets deficit due to insufficient contributions from the departments,
and an excess olTpeocmd and IBNR claims over total assets, The Worker’s Compensation fund had a positive net
change in 2011 which reduced the prior year by $844 thousand.

The City dying these prog to ensure that future claims are fully funded.

Net Deficit
din th

P

FUNDS

Fire Department (#1090) s (559)
“Traffic Enforcement (#1650) (1817)
1997 Bond Issue Fund (#3209) (48)
2002 Police Facility (#3216) (4.187)
Convention Center (#4165) (2318)
Power Conservation Fund (#4850) (4783)
Graphic Services (#5042) (395)
Third Party Liability Claims (#5550) (40.107)
Worker's Compensation (#5570) (2511)

$_(56725)
C. Legal and contractual compliance
The City has complied, to the best of its knowledge, with all material finance related legal and contractual provisions.
No related party transactions have been identified.
Note4 Detailed notes on all funds

A, Deposits and Investments

1. Legal, land pr

Certificates of Deposit (CDs): The City places certificates of deposit and demand deposits only with State of
Wnr{l,ngmn bfnks and savings and loan institutions approved as qualified public depositories under chapter 39.58
RCW by the Washington State Public Deposit Protection Commission (WSPDPC), Qualified public depositories are
limited to banks operating within Washington State, which have execum? a Deposit Pledge Agresment with the

WSPDPC. Until July 1, 2009, the WSPDPC a p pool whereln the
ified public depositories pledge and transmit to a third party trustee, securities through the execution of the
:lu;:ge"". 2 ?.“ di _P - for their dep of public funds. The assets of the pool and the

power to make additional assessments against the members of the pool Insured there would be no loss of public
funds because of default of a member. Effective July 1, 2009, the WSPDPC required public depositaries to fully

1l lize their d public dep at 100%. The WSPDPC allows for deposits up to the net worth of a
qualified institution.
The notes io the financial statements are an infegral parl of this staiement. Bastc Financial Statements, 3-33
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At year-end, the carrying amount of the City’s deposits was $31,560,890,

Other Investments; State statutes authorize the City to invest in obligations of the US. Treasury, agencies, and
Instrumentalities, bankers’ acceptances, commercial paper, and repurchase agreements. The City Is also authorized
to enter into reverse repurchase agreements. The pension trust fund is authorized to Invest under the “prudent
person rule.”

The City sustained no investment losses during 2011, there was no significant loss potential. and there were no
ficant or ik of legal or I p

Securlty lending: The City is authorized under State Law, primarily RCW 43.84.080, RCW 39.59.020 and by the City
of Tacoma Investment Policy (Tacoma City Charter Section 7.4) to make security lending transactions. Securities
lentare d with cash or rities having 102 percent of market value. The City did participate in security
lending transactions in 2011,

The City's custodian (Bank of New York) is authorized to lend available securities subject to receipt of acceptable
collateral, which may be in the form of cash or US. Government Securities. Securitles are loaned at 102% of market
value of the securities plus any accrued Interest. All securities loaned can be terminated on demand by either the
lender or the borrower.

City of Tacoma Securities Lent and Collateral

{in Thousands)
2011 2010
Fair Values of Falr Values of
Type of Securities Lent Securities Lent _ Collateral Securities Lent___Collateral
U.S. Government and Agences 4033 ERY ] 4,480 4575
Total Secuiities Lent 4033 4324 4480 4575
—_— —=5 202
Collataral 2011 2010
U.S. Corportate Obligations 3082 1456
U.S. Treasury Strips 1042 -
Asset Backed Secunties 1,805
Rapurchase Agreaments/ioney Mia - 1314
Total Coltateral 4124 4575
The City's C d of the Mayor, the Finance Director
and the City Treasurer, recommended the following portfolio mix guidel These guldelines are Intended to limit
risk and g a return on The Committee that daily may
misalign this mix.

1. Bankers Acceptances: City investment policy allows for purchases of bankers accep from the top 50
world banks as published by American Banker. Portfolio mix guidelines suggest a maximum of 40% of the
total portfolio with no more than 10% of the total portfolio in any one bank. '

2. WS Treasury Bills, Certificates, Notes and Bonds: Portfolio mix guldelines allow for a maximum of 100% of
the total portfolio to be invested in these securities.

3. LS. Government Agency Securities: Portfolio mix guidelines suggest a maximum of 90% of the total
portfolio with no more than 50% of the total portfolio per agency.

4. Commercial Paper; Portfolio mix guidelines require the highest rating by at least two nationally
d rating for p with no more than 10% of the portfol d in fal
paper with an additional limit of no more than 3% in any one issuer,

Bag ¢ Financtal Statements, 3.34 The notes to the financial statements are an Integral part of this statement.
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5. Repurchase Agreements: Portfolio mix guidelines suggest rep g be limited to maximum
of 15% of the total portfolio. The market value of collateral must exceed the dollar amount of the
repurchase agreement by 2% over the term of the agreement. The collateral must be an Investment
Instrument which the City is authorized to purchase.

6. Reverse Repurchase Agreements: The City did not participate in any reverse repurchase agreements in

2011,
2 and = ber 31,2011
Custodial credit risk - All bank deposits are covered 100% by federal depository insurance and pledged collateral on
deposit with WSPDPC.

Foreign currency risk - The City has no deposits in subject to foreign currency risk.

All certificates of deposit held by the City are in the City’s name and are insured by FDIC up to $250,000 and by the
Washington State Public Deposit Protection Commission (WSPDPC) for amounts over $250,000. Under Washington
State statute, members of the WSPDPC, a p | | pool, may be assessed on a prorated
basls if the pool’s collateral is insufficient to cover a loss.

At December 31, 2011, the City’s total d and i d of the
le of Dep and
December 31,2011
P i in th 3

Investmants (less Component Units) s 2151737

Certificates of Deposit 7164

Treasurer's Cash, net 24090

Petty Cash Funds 307

Sub-total 2,183298
Component Units:

Tacoma C (TCRA) 989

TCRA - External Cash 1319

Foss Waterway Development Authority (FWDA) 309

FWDA - External Cash 518

Public Facililities District (PFD) 384

Sub-total (Component Units) 3516

Total $ 2186814

The notes 10 the financial statements are an integral part of this siatement Basic Financial Statements, 3-35
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Atyear-end, the go t's bal; expressed in th were as follows: Matur )
lavesmentType Par Lessthan 12 1324 535 3748 4060
Investments: Fair Vatue @ 12/31/11 Main Baok Demand Depasity ] 12054862 8 12054862 § - 8 [ ) LI
Financial Institutions Bank Demand Deposks & State Poo 58169553 58.169.553 . .
WA State Local Government Investment Pool s 51,005 Bankers Aceptance Noles 100000000 100,000,000 . - 3 \
US Treasury Securities 1.021 Fited Ratr Nou Calable Musidpa Securities 20345000 21,425,000 52040000 72300000 87705000 48965000
Government Agencies (various) 867,470 Fixed Rate Non Callabie Agency Securites 204440000 nau 62429000 72005000 27,195,000 10000000
Bankers Acceptances 99,839 Fited Rate Callable Agency Securuites 355450000 . 43000000 57450000 . 255000000
Electric System Revenue Bond Investmonts 8,762
Equity In Pool Transferred to Component Units (1,682) Totals $ 1023156415 § 233170415 § 158369000 § 202755000 § 114900200 § 313965000
ol with 1026415 Percest of Teal 1000% um 155% 195% 2% 307%
Component Units
TCRA Equity In Investment Pool 989
FWDA Equity in Investment P'aol 309 4. GASB 40 - Disclosure Relating to Credit Risk
PFD Equity in Investment ool 384
Credit risk is generally the risk that an issuer of an investment will not fulfill its obligation to the holder of the
Total Component Unit Investments 1,682 ,nl“'s s Y by thé g ska vilicgbya - 2 ) rating
P d below is the rating required by state statute, which is the same in the City investment policy
paness e and the actual rating as of the end of the year 2011 for each type of investment. AAA is the highest rating for bonds.
Rathles 509753 The Bank Certificates of Deposit (CD) and Demand Deposit Accounts (DDA) are protected by the Federal Deposit
Poied |comy 263081 Corp (FDIC) up to $250,000. All CD and DDA deposits not covered by FDIC are covered
Real Estate 48,091 by the Washington State Public Deposit Protection Commission (PDPC) of the State of Washington, The PDPC isa
Venture Capital & Partnerships 120457 statutory authority established under the Revised Code of Washington (RCW) 39.58. It constitutes fully insured or
Other Assets 339 fully collateralized pool. The WA State Treasurers Local Government Investment Pool (LGIP) is authorized by the
Cash and Cash Equivalents 11.069 Revised Code of Washington (RCW) 43.250, The LGIP operates like a 2A7 fund and is collateralized by short term
Securities Lending Collateral 40,781 legal investments.
Total Other Investments - Penslon Trust 1,125,320 Migiowm mic
TS S Legal nd
Total $__2,153417 : e PR m m A
Bank Demand Deposits & State Pocl $§  702:4M5 FOICAPORC § 70224415 § L ] - 8
Bankers Acceplance Notes 100000000  MA . 100090000 7
I DI Foued Rate Non-Calable Mumcipal Securities 293045000 A . 14700000 150780000 127565000
3.GASB 40 - G and e R ng to Rate Risk/Segmented Time Distribution
Method Fived Rate Noo-Calable Agency Securties 24440000 M . 204440000 -
Fued at il ey Secuntes IS0 A _ISSAS000 :

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of an Investment. 74590000 50,780, 127,565,
Generally, the longer the maturity of an investment, the greater the sensitivity of its falr value to changes in market Toal ‘M ‘Ms- ’L ,-L—& S
interest rates. City of Tacoma Investment Policy allows for authorized investments up to 60 months to maturity.

One way the City manages its exposure to Interest rate risk is by timing cash flows from maturities so that portions

of the pertfolio are maturing over time to provide cash flow and liquidity needed for op The City has 5. GASB 40 - Concentration of Credit Risk
deposits of $51,005,145 with the State Tre r's Local Pool, $7,164,408 in an interest
bearing demand deposit account with a commercial bank and $12,054,862 in the City's main demand deposit G Risk disclosure is required for all in any one issuer that is 5% or more of the tota) of the
Sccout with & commarcial bank The shonies from thisy are avallable | diately City's Investments. The following include Government Sponsored Agencies which have an AAA rating,
Issuer Investment Type Amount Reported _ Percentage
Bank of America Banker s Acceptances 100,000,000 10.5%
Federal Home Loan Bank Agency Securitles  § 95,000,000 10.09%
Federal Home Mortgage C Agency 228,743,000 2.0%
Federal National Mortgage Agency 185,697.000 195%
Total $ 609,440,000
sic Financlal Siatements. 3-36 The notes to the financial statements are an integral part of this statement. The notes to the financial statements are an integral part of this stotement. Basic Financial Statements. 3-37
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6. Disclosure of Custodial Credit Risk

Custodial credit risk for investments Is the risk that, in the event of the failure of the counter party to a transaction, &
government will not be able to recover the value of the Investment or collateral securities that are in the possession
of an outside party. City policy is all security transactions will be settled “delivery versus payment” by the City's
safekeeping bank.

City of Tacoma, Washington

B. Recelvables
Recelvables as of year-end for the governments and enterprise’s ind major and jor funds, internal
service and fiduciary funds, incdluding applicable all for 1l ! are as follows (amounts
expressed in thousands):
Non-Major
Accounts Receivable General Strest  Governmental Sewer Water
(amounts expressed in thousands) Fund Fund Funds Fund Fund
Accounts Receivable (net short-term) $ 4995 § 15759 § 6177 § 9595 § 9303
Interest Recelvable (net short-term) . . . . 320
Taxes Receivable (net short-term) 19493 291 1030
Loans Receivable (net short-term) . . - . -
Notes and Contracts Receivable (net short-term) - . . . 1531
Notes and Contracts Recelvable (net long-term) - . 918 . -
TOTAL $ 24488 S 16050 § 8125 $ 9595 § 11,159
Non-Major Internal
Accounts Receivable Power Enterprise Service Piduciary
(amounts expressed in thousands) Fund Funds Fands Funds Total
Accounts Recelvable (net short-term) $ 50968 $ 13349 616 $ 1549 § 112311
Interest Receivable (net short-term) - . - 3622 3942
Taxes Recelvable (net short-term) - . - . 20814
Loans Receivable (net short-term) . . - . -
Notes and Contracts Receivable (net short-term) 1 . - - 1542
Notes and Contracts Recelvable (net long-term) - 39739 . . 40657
TOTAL $ 50979 $ 53088 $ 616§ 5171 § 179266
Reconciliation of 8 funds to fi
Accounts Receivable Statement of Net Assecs $ 7207
Accounts Recoivable Note 48 s 677
Taxes Receivable Note 48 — 1030
s__7307
Recoverable deposts s
Assets held for resale
Notes and contracts receivahle 9K
Other Current Assets Statement of Net Assets . | 910
2 ——l
Notes and Contracts Recelvable (net long-term) Note 48 $ 918

Basic Financial Statements, 3-38
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C. Capital Assets

City of Tacoma, Washington

Capltal asset activity for the year-ended December 31, 2011 was as follows (amounts expressed In thousands):

Governmental Activities

Caplal assets, not being depreciated:
Land

Parks

Art

Intangibles

Construction work In progress

Total capital assets, not being
depreciated

Caphkal assets, being deprectated:
Property, plant and equipment
Parks

Library materials

Intangibles

Infrastruture

Total capital assets, being depreciated

Less accumulated depreciation:
Property, plant. and equipment
Parks

Library materials

Intangibles

Infrastruture

Total accumulated depreciation

Governmental activities capltal assets
(net of accumulated depredation)

Business-type Activities

Capital assets, not being depreciated:
Land

Construction work in progress

Total capital assets, not being
depreciated

Caplal assets, being depreciated:
Property, plant, and equipment
Intangibles

d

3252445 220887

(15666)

Decreases PPA End Bal

s 26081 S 2575 S . s 28656

1829 - 1829

103411 56808 35,65’ = 124562

131321 59383 35,657, 155047

192430 10482 (5680) . 197,232

85 - - . 85

19215 1299 (1.189) 19328

10014 9 - 10110

1179444 11236 - - 1,190,680

1,401,188 23113 (6889) - 1417432

(110831) (10.228) 5507 . (115,652)

(8) (10) - B (18)

(15.117) (1.511) 1189 - (15.439)

(497) (4350) - (4847)

(570072) (31,099) : - (601,171)

(696,625) {47.198) 6696 - (737127)

$ 03;& $ 35298_$___(35830) $ - 3 835352
Bal Increases Decreases P d

s 140582 § 883 $ (150) $ 160 141475

103,396 154071 (174258) - 83809

244578 154954 (174,408) 160 225284

569 3458235

3252445 220887 (15666) 569 3458235

| capital assets, being

Less accumulated depreciation:
Property, plant, and equipment
Intangibles

Total accumulated depreciation

Business-type activities capital assets
(net of accumulated depreciation)

(1.197,555) (98539)

15210

3035 (1.277849)

(l,l91§‘§§| (98:539) 15210 32‘15 (1277849)

$o2202468 5217302 S _(174864) 53764, 52805670,

The notes to the financial statements are an integral port of this staiement.
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Prior period adjustments are the result of intangibles being reclassified from non-depreciable to depreciable.

Depreciation expense was charged to functions/programs of the primary government as follows:

Governmental Activities:

General Government s 472
Public Safety 3,388
Transportation 31387
Economic Environment 51
Culture and Recreation 2254
Capital assets held by Internal Services funds which are charged

to various functions based on their usage of the assets 9,646
Total dep pense - gover | activiti 47,198
Business-type activities:
Permit -
Mountain Rail 765
Parking Garage 1399
Convention Center 2,200
Baseball Park 369
Tacoma Dome 673
Performing Arts 506
TPU Fleet 2,757
Solid Waste 6,100
Waste Water 12,183
Tacoma Rall 641
Water 14,390
Power 56556
Total depreciation exp -b typ s 98,539

Basic Financial Statements, 3-40

The notes (o the financial statements are an integral part of this stalement
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D. Leases

Capital leases

City of Tacoma, Washington

The City leases certain equipment under various capital lease agreements. Capital leasz balances at December 31,

2011:

(;
\

Governmental Activities

Information Systems Fund San Storage & CISCO Lease Purchase, $ 1,251:

This capital lease for computer hardware Isa § year lease. The value of the equipment acquired is $3,401. There is

no interest on the lease.
Year 31 nt
2012 $ 625
2013 2626
“Total lease payments $ 1251
Business Activities

Tacoma Dome Energy Upgrades, $104:

This capital lease for building improvements Is an 11 year lease. The value of the bullding improvements is

$436,000. The interest rate on the lease is 4.94%.

Year Ending Decambar 31
2012

2013

Principal paymants

Plus interest amount
Total lease payments

TES/Urban Waters Capital Lease, $36,477:

Arrount

This capital lease for the Urban Waters building s a 29 year leass. The value of the building acquired is
$37,840. The interest rate ranges from 4.00% to 5.626% for an average of 5.1%.

Year Ending December 31
2012

2013

2014

2015

2016

2017-2021
2022-2026
2027-2031
2032-2036
2037-2040

Principal payments
Plus Interest amount
Total lease payments

The notes to the financial statements are an integral part of this statement.

Amount
s 697
722
752
783
813
4618
5855
7620
10,002
4615
36477
33777

! 70254

&
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E. Short-term debt
Governmental activities: No short-term debt was issued or outstanding in 2011, Annual debe service w0 y for special debt ding at year-end are as follows:
Business activities: No short term debt was issued or outstanding in 2011, s I Assesstiiont Dobt
F. Long-term debt (amounts expressed In thousands)
tal Activities
General obligation bonds ‘Govemmen
The City issues general obligation bonds to provide funds for the acquisition and construction of major capital Principle Interest
facilities. General obligation bonds have been issued for go | and by ype activities. The original 2012 $ - $ 716
amount of general obligation bonds outstanding issued in prior years was $209.3 million. General obligation bonds 2013 13039 755
were fssued In 2010 in the amount of $75.9 million. These Issues carry varable interest rates adjusted quarterty 1
equal to the composite interest rate earned on the Investments of the City Treasury’s pooled cash portfolio for the 2014 10975 308
previous calendar quarter. 2015 o 65
Annual debt service requirements to maturity, including principle and interest, for GO Bonds and Public Works 2016 S 65
Trust fund loans are as follows: 2017-2021 - 325
| 2022-2026 1,702 150
Governmental Activities Business-type Activities Total s 25717 s 2381
Prindpal Interest Principle Interest e e e s
2012 $ 4381 s 5867 s - s 3,046 i B hid Laans
2013 6117 6895 1580 3.046 The City also issues bonds where the City pledges income derived from acquired or constructed assets to pay debt
2014 5884 6759 1640 2,967 service, The original amount of outstanding revenue bonds, WA public works board loans and drinking water state
revolving loans issued in prior years was $1.3 billion. During the year $41 million were issued for refunding
2015 7305 7015 2394 2,891 construction and capital improvements in the Sewer, Water, and Rail funds.
2016 7409 6,906 2471 2,793
2017-2021 44904 25,793 13,004 12,245 e S foura
2022-2026 29,490 22,136 13146 9,198 e ":‘;‘M oy
u
2027-2031 28067 33,164 16170 5,761 —(amounts expressed in thousands) _
Business-type activities
2032-2036 23311 14235 13710 1560 = & Intafait
2037-2041 1915 292 i ! Principle
Total §_158783  $_ 129062 $_ 64115 §__ 43507 2012 § 0T ABRaELTS baass
‘ 2013 53,507 61644
2014 64,408 58584
2015 67.239 55,966
2016 71,009 52,430
General obligation bonds are direct obligations and pledge the full faith and credit of the government and are being 2017-2021 400864 210894
repaid with general governmental revenue sources. General obligation bonds currently outstanding are as follows: 2022-2026 140,977 150,415
g % ' 2027-2031 155,639 116,747
Interest Rates Amount 2032-2036 245,380 60,094
Governmental Activities 1.74%-5.86% 5 147584 2037-2040 84,840 11959
Business Activities 2.80%:4.86% L § 64,115 Total 81_.332& s 842,459
Speclal assessment bonds

The City has issued special assessment bonds in prior years for varlous capital construction purposes. These bonds
will be repaid from amounts levied against the property owners benefited by this construction. In the event that a
deficiency exists because of unpaid or delinquent special assessments at the time a debt service payment is due, the
City must provide resources to cover the deficiency until other forecl p ds are d. As of Di b
31, 2011, the amount of LID Special Assessment delinquency equals $61,776. The bond interest rates range from
3.93 10 4.18% and are payable over the next twenty years.

Basie Financial Statements, 3-42 The notes to the financial staiements are an integral part of this statement. The notes to the financial statements are an integral part of this statement. Basic Financial Statements. 3-43
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Changes in long-term debt
Governmental activities - long term
(amounts expressed In thousands) Beginning Ending Due within
Balance Additions Reductions Balanca one year
General obligation Bonds $ 150690 § 8 (3106) $ 147584 § 3270
Less: Unamortized discount (88) - S (83) )
Add: Unamortized premium 618 ) (131 2487 131
Public works trust fund loans 11771 500 (1072) 11199 1110
Bond anticipation notes 11549 14482 (2117) 24014 -
Special assessment debt 205 1557 (60) 1702 .
Caphal leases 1876 - (625) 1251 625
Claims and judgements 31241 26315 (6,054) 51502 41800
Other Post Employment Benefits 19885 7523 - 27408 .
Net Pension Obligation (3816) 3976 . 160 .
Accrued employee leave benefits 16,111 11554 (12,151) 15514 1575
Governmental activities - long term
labilities § 42142 5 65907 $ (25311) $ 282738 § 48506

Business activities - long-term
(amounts expressed In thousands) Beginning Ending Due within

Balance Additions Reductions Balance one year

Revenue Boads, water public works board, and
$ 1345099 s 41223 3 (90047) $ 1296275 § 48,191

drinking water state revolving loans

Mucideshoot liability 8876 . (172) 8,704 168
General obligation bonds 64,115 - . 64,115 .
Plus: Unamortized premium 17652 4009 (2992) 18,669 .
Less: Unamortized discount (593) - 244 (349)

Less: Loss on refundings (14833) (680) 2469 (13.044)

Less: Loss on defeasance (579) . 148 (431) -
Capital leases 37.287 - (71) 36576 743
Environmental lability 1511 439 . 1950 1050
Land /il dosure cost liability 31368 . (1.956) 29412 2457
Other Post Employment Benefits 6479 2508 . 8987 5
Accrued employee leave benefits 17275 10.116 (10.368) 17023 1989
Business activities - long-term

liabilities $_1513657 § 57615 $ _(103385) $ 1467887 § 54,598
Long-term labllities are included ns pnrt of the above totals for governmental activities. At year-end, $1.5million of
internal service funds were in the above amounts Also the governmental activities,
capital leases, claims and judgn and yee benefits are I dated by the Third Party Claims and

Workers' Comp funds, IT and the Tacoma Dome funds, and the General fund respeawely

Basic Financial Stotemenis, 3.44 The notes to the financial statements are an integral part of this statement
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Bonds Issued in 2011

The Sewer department issued $34.3 million Sewer Revenue Refunding Bonds in 2011 with varying series maturing
between December 1, 2022 and 2031, callable on December 1, 2021, Interest is payable December 1, 2011 and
semlannually thereafter on each June 1 and December 1 with bearing interest rates of sither 4.0 or 5.0%. The purpose
was to call the Sewer Revenue and Refunding Bonds, 2001 on December 1, 2011 for a net present value savings to the
Division of $4.9 million. The aggregate difference in debt service payments between the refunding debt and the refunded

debt is as follows:

Principal Interest Total
2001 Bond $ 38,03500000 $30,498,09930 $68533,099.30
2011 Bond 3431500000 26631,016.53 60946016.53
Reduction § (3,720,00000) $(3867,08277) $(7587.08277)

Note 12 changes in long: debt by bond issue.

G. Restricted assets

The balance of the assets inthe prise funds are as follows:

(: P in ds)
Cash for Construction $ 273134
Cash for debt service 56357
Cash for other special purposes 111913
Investments for other purposes 1,021
Notes and contracts receivable 1531
Customer deposits 54

$ 444,010

H. Related party transactions
The City Is not aware of any related party transactions.

1. Federal C i i for Securities Issuers.

Internal Revenue Code S-tdnns 103 and 148-150 and U, S, Treasury Regulation Sections 1.148-1.150 require that
mast tax-exempt bonds issued after August 31, 1986 are subject to the arbitrage rebate requirement and the tax-

exempt proceeds subject to yleld restrictions.

The City ftors the pt issues for p and rebates.

The Internal Revenue Service (IRS) does correspondence examinations periodically. In May 2004 the IRS began an
examination on 6 tax-exempt bond issues of $225 million in bonds for Tacoma Power, Tacoma Water,
Environmental Service and Wastewater Manag-mcnt and General Government. In April 2005 the City recelved
notification from the IRS that they had I the ‘There have been no
other Federal Compliance issues since then.

The notes to the financial statements are an integral part of this statement. Basic Financial Statements, 3-45
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J. Fund balances

The fund balance amounts for governmental funds have been reclassified in with GASB S!

Balances previously reported as reserved and unreserved are now reported as d. N("' S’.
assigned, and unassigned. Please see note 8 for fund balance descriptions.

‘The following shows a composition of the fund bal, of the governmental funds:
G:nnm Special Dabt Capitai
und Street Fund _ Revenue Service Project
Fund Balances: ——
Nonspendable:
Advancet $ 15037 8 - § =/ " $ $
. . 16,037
Inventory 1,008 1828 ) . - 291
Prepaids 316 . = - - 316
o Nompendati e : =
2, -
! 17,361 828 2 - 19,281
Buslness Districts .
- . - 458 458
Capital Purchases - - 518 - 3,587 4,105
:eu Service - 618 991 . 1,609
aciities - > 4,084 4,084
Local improvement District - 2903 469 . 33n
mwa oods - &3 832
pital . 1,983 1,983
Parks, Theaters, Recreation 4,505 - 10,324 14,829
Permiting 2 . - 2
Public Safety 8987 - 6,292 15,279
Public Services . * 183 - - 181
::: :' Public Works Projects . 8313 1813 - 26,683 3
stricted 2 8313 21175 1460 54, 2
o, 11 243 85,193
Council Contingency Lz - . . . L7
Culture & Recreation - 2543 . - 2543
Economic Development Programs . - 11,380 d 11380
Homeless Elminat on Program . - 47 - - a
LEAP . - m - - s
Netghborhcods . - . . a2 82
Police Facliitles . - . - 13 13
Property Management . . 4,265 - 4,266
Public Donations 5 = 108 i B 108
Street Occupancy Permits . . 2 - . 32
Street Vacation - - 184 - 184
Total Committed 7 . 18,833 - 20045
Assigned; -
Advances
. - . - 4,
Chinese Recon Park . . . ‘ l;: "2:
Historically Undenutilized Business . . i . . prat
Ubrary . . 17 . . 17
Municipal TV . . 872 . . an
Polkce - Special Programs . . 261 . . 281
Sauro Parking Lot . + - - 49 49
Senlor Center Programs - . 8 . - 86
Tenant Reiocaton Program - - 38 - a8
Encumbrances 2133 30,448 . - - ag,sn
Total Assigned 2133 30448

Unassigned:
muan:ucum “m TM u W'{‘&%"Tﬁ%"

Basic Financial Statements. 3-46 The notes to the financial statements are an integral part of this statement.
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K. icted Net Assets 1A
In the government wide financial statements net assets are restricted when constraints placed on net asset use are

either externally imposed by creditors, grantors, contributors, or laws or regulations of other governments; or

imposed by law through p or gl
Purpose Captial Debt Other
Business Districts $ 458 S - 8 -
Capital Purchases 3,587 - 518
Debt Service - 991 618
Facilities 4,084 3 5
Local Improvement District - 469 2,903
Neighborhaods 832 - -
Other Capital 1,983 - -
Parks, Theaters, Recreation 10,324 - 4,505
Permitting - - 2
Public Safety 6,292 - 8,987
Public Services - - 1,831
Road & Public Works Projects 26,683 - 9,775

$ 54243 $ 1,460 $ 29,139

Note 5 Penslon plan(s) obligations and other post employment benefits

Employees orlhe Clty. other than law enft officers, and railroad employees, are covered by the
Tacoma Empl System, an lly funded s system operated by the City. Law enforcement
officers and ﬁmﬂ;hms are covered by the Law Enf Officer and F System (LEOFF)
which is openud by the State of Washington for law enforcement officers and ﬁuﬁghm throughout the State of

the City two single employer Pension funds as required by State Statute - a
Police Rellef and Pension fund and a Firemen's Relief and fund.

A. Tacoma Employees’ Retirement System Fund (TERS)

1. Administration of the System: The 'I‘a:oma Employees’ Retirement System” is a local single employer defined
benefit pension plan that p and death benefits to its members and is
covering City of Tacoma and some Public Member agency employees. All employees of the City are members in the
Plan, except police officers, ig! lnd some employees due to the nature of their employment. The Board of
Administration of the Tacoma System ad| the plan and benefit provisions are
established in accordance with Chaptor 41.28 Revised Code of Washington and Chapter 1.30 of the Tacoma City
Code. There are currently 1,950 retirees and beneficiaries recelving benefits, 395 vested terminated employees
entitled to future benefits; and 3,038 active members of Tacoma Emp System, as of Ds ber 31,
2011,

2. Basis of The‘ 1} are prepared using the accrual basis of accounting. Employee and
ik lzed as ln the porlod in which employee services are performed, and

expensgs are recorded wbon the corresponding liabllities are | d, regardless of when pay is made.

3. Investments: Equity securities, fixed income securities, private equity, real estate, and short-term investments

The notes to the financial statements ore on integral part of this statement. Basic Financial Siatements, 3-47
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are all reported at fair market value. Fair market value for public market managers was determined by our
custodian bank utilizing standard industry pncﬂm and verified by our performance consultant. Private equity this percentage, the stronger the system.
Investments are reported by the managers’ subject to their “fair value® policies. No investment in any one e
corp or ded 5% of net assets avallable for benefits. 9, | Methods and Significant
4, Contracts: The system has no securities of the employer and related parties included in the plan assets. The Valuation Date: January 1, 2011
system has not made any loans to the employer in the form of notss, bonds, or other instruments. Actuarial Cost Method: Entry Age
5. Beneflts: The pension recelved upon retirement s a product of the member’s average monthly salary for the Amortization Method: Level Percentage of the Systems Projected Payroll
highest consecutive 24-month period, the number of years of membership credit, and a percentage factor (2% Remaining Amortiztion Period: 30 years (Open), unless fixed rate amortizeds less than 30 years
mndmum] which is determined based on the member’s age and years of service. Provided however, that the Asset Valuation Method: Assets are valued at market value, with a four year
1! for bers retiring from City service on and after January 1, 1997 will not be less smoothing of all market value gains and losses
than d\e actuarial equivalent of 200 percent of the normal contrik The system also
provides death and disability benefits.
Actuarial Assumptions:
6. Contribution Rates: Covered employees are required by Chapter 1.30 of the Tacoma City Code to contribute Investment Rate of Return 7.75%
based on the rates provided in the following table: Salary In - 425%
25!
Applicable Period City Rate _ Member Rate _Total Rate Includes '““‘::" o A :u:ss
1/1/2001 t0.02/01/2009 7.56% 644%  14.00% Comptliving ARt A
2/2/2009t012/31/2009 B64% 736% 16.00%
1/1/2010 t0 12/31/2010 9.72% 8.28% 18.00% i e e o
1/1/2011 t0 12/31/2011 1026% 874%  19.00% The City’s annual pension cost and net ,,n,,b,,,. bl to the System for 2010 were as follows:
1/1/2012 to forward 1080% 9.20% 20.00%
(amounts expressed in millions)
Contributions City-wide totaled $424 million in 2011 ($22.5 million employer contributions and $19.9 milllo B e o e
n lons -wide tol 8 on in million employer contributions an .9 mililon 0.3)
employee contributions) and totaled $40.2 million in 2010 ($21.3 million employer contributions and $18.9 million Interest on Net Pension Obligation (NPO) to 4
employee contributions). Adjustment to ARC: — iy
7. GASB Statement 50: Th bove th with detailed AnnastEension Gows (ARC) i
ni e note di al ph e discl ddi | deta % 213
information presented in an independent annual report issued by the Retirement System. Further detailed Employes Contsibutiont ——an
g these di can be found in that report which may be obtained by writing to Tacoma /(D ) in Pension Oblig:
Employees’ Retirement System, 3628 § 35% St, Tacoma, WA 98409. Net Pension Obligation at beginning of year: —(38)
f . $ (81
8, Funding Status and Progress: Historical trend Information about TERS Is presented with supplementary Nek Penalon Obligetion st end of year: N
information and can be found in the required supplementary Information section of this report. This information is
intended to help assess TERS funding status on a going-concern basis, and assess progress made in accumulating
assets to pay benefits when due, and make comparisons with other public employee retirement systems,
Actuarial Actuarial Accrued Unfunded Percentage
Valuation Value of Uabitily AAL Funded Covered of Covered
Date (AAL) UAAL Ratio Payroll Payroll
1/1/2007 $ 10213 § 8958 § (1255)  1140% $ 1750 (71.7%)
1/1/2009 10973 10023 (950)  109.5% 1974 (481%)
1/1/2011 10748 11329 581 549% 2196 265%
Analysis of the dollar amounts of plan net assets, actuarial accrued liability, and unfunded actuarial accrued lability
in may be misleadi P 8 plan net assets as a percentage of the actuarial accrued liability provides
one of Tacoma Empl ' R System funding status on a going-concern basis. Analysis of this
percentage over time indicates whether the system is by g financially ger or weaker, the
greater this percentage, the stronger d the system. Trends in the unfunded actuarial accrued lability and annual
covered payroll are both affected by g the unfunded accrued lability as a percentage of
annual covered payroll approximately adjusts for the effects of inflation and aids in analysis of Tacoma Employees’
System progress made in sufficient assets to pay benefits when due. Generally, the smaller
tement Basic Financial Statements, 3-49
Basic Financial Statements, 3-48 The notes to the financtal statements are an integral part of this statement The noles fo the financiol statements are an integral part of this stal asic
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Trend Information
(dollars in millions)

Annual Net

Pension Pension
Year Ending Cost (APC) % of APC Contributed Obligation
12/31/2002 $ 1.6 100% $ (0.8)
12/31/2003 116 100% (0.9)
12/31/2004 131 100% (0.4)
12/31/2005 13.1 100% (0.4)
12/31/2006 13.2 100% (0.8)
12/31/2007 136 100% (0.4)
12/31/2008 143 104% (1.0)
12/31/2009 15.2 118% (3.8)
12/31/2010 17.1 125% (8.1)

B. Law Officers’ and Firefigh System (LEOFF) Plans 1 and 2

1. Administration of the System
The City of Tacoma participates in the LEOFF system ad d by the Wask State Depa of
Retirement Systems, under cost-sharing multiple-employer public ployee defined benefit and defined
contribution retirement plans. The Department of Retirement Systems (DRS), a department within the primary
me_rm:w:-l o! the ?‘tftn of Wnshlngu:n. Issues a publicly avallable comprehensive annual financial report (CAFR)
and required supp! y information for each plan. The DRS CAFR may be
obtained by writing to: Department of Retl Systems, Ci i Unit, P.0. Box 48380, Olympll.yWA
98%048380; or it may be downloaded from the DRS website at www.drswagoy. The following disclosures are
made to GASB No. 27, \g for Pension by Stote and Local Government Em, rs and No.
50, Pension Disclosures, an Amendi 0f GASB St No.25and No 27. e

2. Plan description:
The Legislature established LEOFF in 1970. Membership in the system Includes all full-time, fully compensated,

local law enf officers, firefigh and, as of July 24, 2005, emergency medical technicia

LEOFF membership Is comprised primarily of 1’ ploy with Depa; i M’t;f Fish andc wﬂdl?lse

enforcement officers, who were first included prosp: ly effective July 27, 2003, being an exception. LEOFF
benefit p are blished in Chapter 41.26 RCW and may be amended only by the State

Legislature.

LEOFF is a cost-sharing multiple-employer retirement system comprised of two separate defined benefit plans,
LEOFF members who joined the system by September 30, 1977 are Plan 1 members. Those who Joined on orpmnr
October 1,1977 are Plan 2 members.

I.EO:'F defined benefit benefits are fi d from a bi of 1 and
employee contributions, and a special funding situation in which the stat “logh
s ooy ng e state pays through state legislative

Effective July 1, 2003, the LEOFF Plan 2 R Board was d by 790 0

provide governance
of LEOFF Plan 2. The Board's duties include adopting contribution rates and recommendii ha
Legislature for the LEOFF Plan 2 retirement plan. i i b

LEOFF Plan 1 members are vested after the completion of five years of eligible service. Plan 1 members
for retirement with five years of service at the age of 50. ¢ S aaiia e

Basie Finoncial Statements 3-50 The notes to the financial statements are an integral part of this statement.
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The benefit per year of service calculated as a percent of final average salary (FAS) is as follows:

Term of Service Percent of Final Average Salary
20 or more years 20%
10 but less than 20 years 1.5%
S but less than 10 years 10%

“The FAS is the basic monthly salary received at the time of retirement, provided a member has held the same
position or rank for 12 months p g the date of Otherwise, It Is the average of the highest
consecutive 24 months’ salary within the last 10 years of service. A cost-of living allowance is granted (based on the
Consumer Price Index).

LEOFF Plan 1 provides death and disability benefits. Death benefits for survivors of Plan 1 members on active duty
consist of the following: (1) If eligible spouse, S0 percent of the FAS, plus 5 percent of FAS for each eligible surviving
child, with a | jon on the combined of 60 percent of the FAS; or (2) If no eligible spouse, eligible
children receive 30 percent of FAS for the first child plus 10 percent for each additional child, subject to a 60 percent

limitation of FAS, divided equally.

A one-time duty-related death benefit is provide to the estate (or duly designated nominee) of a LEOFF Plan 1
member who dies as a result of injuries or illness sustained in the course of employment, if found eligible by the
Department of Labor and Industries,

The LEOFF Plan 1 disability allowance is 50 percent of the FAS plus § percent for each child up to a maximum of 60
percent. Upon recovery from disability before the age of 50, a member is restored to service with full credit for
service while disabled. Upon recovery after the age of 50, the benefit continues as the greater of the member’s

disability orservice

LEOFF Plan 1 members may purchase up to five years of additional service credit once eligible for retirement. This
credit can only be purchased at the time of retirement and can be used only to provide the member with a monthly
annuity that is paid in addition to the member’s allowance.

LEOFF Plan 2 members are vested after the completion of five years of eligible service. Plan 2 members may retire
at the age of 50 with 20 years of service, or at the age of 53 with five years of service, with an allowance of two
percent of the FAS per year of service. (FAS is based on the highest consecutive 60 months.) Plan 2 members who
retire prior to age 53 receive reduced benefits. Benefits are actuanially reduced for each year that the benefit
commences prior to age 53 and to reflect the choice of a survivor option. If the member has at least 20 years of
service and is age 50, the reduction is 3 percent for each year prior to age 53. A cost-of-living allowance is granted
(based on the Consumer Price Index), capped at 3 percent annually.

LEOFF Plan 2 provides disabllity benefits. There is no minimum amount of service credit required for eligibility.
The Plan 2 allowance amount Is two percent of the FAS for each year of service. Benefits are actuarially reduced for
each year that the member’s age is less than 53, unless the disabllity Is duty-related, and to reflect the choice of a
survivor option. |f the member has at least 20 years of service and Is age 50, the reduction is three percent for each
year prior to age 53. A catastrophic disability benefit equal to 70 percent of their FAS, subject to offsets for workers’
compensation and Soclal Security disability benefits recelved, s also available to those LEOFF 2 members who are
severely disabled in the line of duty and incap of future sut 1 gainful emp inany cap

Effective June 2010, benefits to LEOFF Plan 2 members who are catastrophically disabled Include payment of
eligible health care Insurance premiums.

Members of LEOFF Plan 2 who leave service because of a line of duty disability are allowed to withdraw 150 percent
of lated member ¢ This withdrawal benefit is not subject to federal income tax. Alternately,
members of LEOFF Plan 2 who leave service because of a line of duty disability may be eligible to receive a
retirement sllowance of at least ten percent of FAS and two percent per year of service beyond five years. The first
ten percent of the FAS is not subject to federal income tax.

The notes to the financial statements are an infegral part of this statement. Bastc Financial Statements, 3-51
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LEOFF Plan 2 retirees may return to work in an eligible position covered by anothlr mﬂrament system, :hnnu
membership in that system and suspend their pension benefits, or not choose and g
pension benefits without interruption.

LEOFF Plan 2 members who apply for retirement may purchase up to five years of addition service credit. The cost
of this credit is the actuarial equivalent of the resulting Increase In the member’s benefit

LEOFF Plan 2 members can purchase service credit for mﬂlury nrvlc: l.hlt interrupts employment. Additionally,
LEOFF Plan 2 members who become totally | d for while serving in the uniformed
services may apply for interruptive military service credit. Should any such member die during this active duty, the
member’s surviving spouse or eligible child(ren) may purchase service credit on behalf of the deceased member,

LEOFF Plan 2 members may also purchase up to 24 consecutive months of service credit for each period of
temporary duty disability.

Beneficiaries of a LEOFF Plan 2 member who is killed in the course of employ receive benefits
without actuarial reduction, if found eligible by the Director of the Department of Labor and Industries.

Benefits to eligible surviving spouses and dependent children of LEOFF Plan 2 members killed in the course of
Y Include the p of on-going health care P paid to the Wash State Health
Care Authority.

A one-time duty-related death benefit is provided to the estate (or duly designated nominee) of a LEOFF Plan 2
member who dies as a result of injuries or lliness sustained in the coursa of employment, if found eligible by the
Department of Labor and Industries.

There are 374 pa in LEOFF. bership in LEOFF d of the f ng as of the latest
actuarial vnluauan date for the plans as of June 30, 2010:
Retirees and Beneficiaries Receiving Benefits 9,647
Terminated Plan Members Entitled to But Not Yet Receiving Benefits 782
Active Plan Members Vested 13,420
Active Plan Members Nonvested 3656
Total 27,505
3. Funding Policy

Starting on July 1, 2000, LEOFF Plan 1 employers and employees contribute zero percent as long as the plan remains
fully funded. Employer and employee contribution rates are developed by the Office of the State Actuary to fully
fund the plan. LEOFF Plan 2 employers and employees are required to pay at the level adopted by the LEOFF Plan 2
Retirement Board. The Legislature, by means of a special funding arrangement, appropriated money from the state
General Fund to wpphmem the current service liability and fund the prior service costs of LEOFF Plan 2 in

with the req of the Pension Funding Council and the LEOFF Plan 2 Retirement Board.
However, this special funding sit Is not dated by the state and this funding requirement could
be returned to the employers by a change of statute.
The required b rates exp asap ge of current-year covered payroll, as of December 31,2011,
are as follows:
Basic Financial Statements. 3-52 The notes 1o the financial statements are an integral part of this statement.
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LEOFF Plan 1 LEOFF Plan 2

Employer* 0.16% 524% >
Employee 0.00% 8.46%
State NIA 3.38%

* The ampioyer rales include the employer administralive expense fes currenty sel at . 16%.
* The employee rale for ports and universites is B.62%.

Both the City of Tacoma and the employees made the d b The City of Tacoma required
contributions for the years ended December 31 were as rouows

(expressad In millions)

LEOFF Plan 1 LEOFF Plan 2 Total
2011 nfa nia $ 3.80
2010 nfa nla $ 380
2009 nfa nfa $ 380

C. Police and Firefighter’s Rellef and Pension Funds

1. Plan description:
The Police Relief and Pension Fund (PRP) and the Fire Relief and P-nslon Fund (FRP) are single-employer, defined

benefit pension funds established and administered by the City In with the reg of the RCW.
Since the effective date of the LEOFF on March 1, 1970, no payroll d for active employees have been taken
under these pension plans.

These plans also provide pos heal benefits to bers of the plans and certain excess pension

benefits to LEOFF members hlred pnar to October 1, 1977,

No new employees have been covered by either of these plans since March 1, 1970. Pension obligations for all

and law officers retired since March 1, 1970, whether hired before or since that same date,
hlve been assumed by the State of Washington Law Enforcement Officers’ and Firefighters’ Retirement System
(LEOFF), with the exception of certain minimal benefits in excess of the LEOFF benefits, There are 0 active Police
Officer and 2 active Firefighters with prior rights covered under these plans as of December 31, 2011 Retirees and
beneficiaries of deceased retirees eligible to receive pension benefits currently number 176 for the PRP and 231 for
the FRP as of December 31, 2011. There are no terminated employees under either plan who are entitled to benefits
but not receiving them.

A member of the FRP Is eligible for retirement akter completion of service for a period of five years or more and
attainment of age 50. A member is eligible for benefits if disabled for a of six months, An
Individual becomes vested after five years of service. A member of the PRP is eligible for benefits after completing
25 years of service. An Individual becomes vested after five years of service. Since there have been no new
employees covered under these systems since 1970, all employees are fully vested.

The PRP and FRP make three types of payments: (1) pensions to eligible members retired prior to March 1, 1970,
(2) amounts to certain eligible members retired after that date if the amount received from LEOFF does not equal or
exceed the amount entitled from the appropriate prior pension fund, and (3) medical services for both active and
retired ighters and law officers, excluding those hired since October 1, 1977. The medical services
are an obligation that may be paid directly from the City's General Fund if so desired. The pension benefits are tied
to the current pay rates for the rank the members held at retirement and/or the cost of living index. Benefits are
established in accordance with RCW5s 41.16, 41.18, 41,20 and 41.26.

Benefits are calculated based on length of service (a percentage for each year of service) and on the final average
salary (calculated over the last two years of credited service). There were no changes in benefit provisions in the

The notes to the financial statements are an integral part of this statement Basie Financial Staiements, 3-53
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current year.
Each police officer or firefighter in service on March 1, 1970 receives the greater of benefit payable under the LEOFF Police Relief & Pension Firefighter's Relief & Pension

system and the benefits available under the old law. Where benefits under the old law exceed those under LEOFF, 3000 ]
the excess benefits are paid by the Pension fund of the City employing him/her on March 1, 1970, 2500 —-::::-1. 3500 — Parsic parts
o 3000
e AT

Post-retirement medical benefits are to firefighters and law enf officers hired before October 1, 2000 \/‘ —— s 2500 ’-—-‘/
1977 only. For retirees before June 8, 1961, only medical expenses that are directly related to their disability 1500 2000 — P

are eligible for pay Those who retired or will retire after june 8, 1961, have medical insurance paid N 4 B T 1500 St
by the City through the City’s normal medical insurance carrier. The City will also pay any expense in excess of those 1000 | 1000 — |
covered by the medical insurance carrier. All benefits are funded on a pay-as-you-go basis. At December 31,2011, $00 * - 00 - e
there were 214 retired law enforcement officers and 267 retired frefighters who are eligible for medical coverage 0 3
(this does not include active employees). 2008 2009 2010 2011 2008 2000 2010 208
The post retirement medical benefits are accounted for in the PRP and FRP trust fund financial statements. Since
these benefits are paid on a pay-as-you-go basis - the beginning fund balance Is zero: contributions of $2.7 million 6. Annual Pension Cost and Net Pension Obligation:
and $2.6 million were made for PRP officers and FRP officers, respectively, which equaled benefits paid; and the Three-year trend inft tion (in th ds) for the Firefighter's and Police Relief and Pension Funds as of the
ending fund balance is zero, January 1, 2010, actuarial valuation are:
2. Basls of Accounting: Fiscal Year Percentage  Net Pension
The fi .l o ’;‘Ir U h':lﬂl m;f““‘ldb:h’hg‘f % g E oy are s u.: Ending Annual Pension of APC Obligation
as revenues in the period in which they are due and the City has made a formal commitment to provide R 1 Cost (APC Contributed (NPO)
contributions. Expenses are recorded when the liabllities are recognized when due and payable in accordance with Kot Systen Decamber3i, (%)
Temof the piy Firefighter's Relief & Pension 2009 2477 99 7-’°:
3. Investments: 2010 3372 4 S
Plan investments are reported at fair value. Short-term investments are reported at cost, which approximates fair 2011 2332 7 8774
mariet value.

Police Relief & Pension 2009 1660 148 (5.203)

4. Col eq and made: 2010 1450 (139) (1.763)
The PRP is funded entirely from a bi budg rib from the City’s General Fund. Funding of these 2011 1340 40 (473)
benefits is required by RCW. The General Fund is responsible for ensuring that the fund has adequate cash to pay its
obligations each year. Total contributions to the PRP were $3,5 million in 2011. The funded status of the plans at the last valuation date s p i below (in th ds). The Required Supplementary

The FRP Is funded from two sources: (1) 22-1/2 cents per $1,000 of i has been from
property taxes as authorized by RC.W. 41.16.060, and 25% of the tax on fire insurance premiums collected by the
State is earmarked by State law for distribution to cities for this purpose, This amount was $4.3 million in 201 L:and
(2) the balance of $0.8 million is made up of a biennially budgeted contribution from the City's General Fund.
Funding of these benefits is required by RCW. Total contributions to the FRP were $5.1 million in 2011. There have
been no req; p contr to the police and firefighter’s relief and pension plans since March 1,1970.

The number of participants and actual benefits paid (in thousands) has been fairly constant over the years:

Police Reljef & Firefighter’s
Pension Actual Relief & Pension Actual
Number of Benefits Number of Benefits
Participants _ Active Paid Year-end Participants Active Paid
Year-end 200 0 2,453 12/31/2008 244 2 2.243
12/31/2009 193 0 1944 12/31/2009 239 2 2411
12/31/2010 181 0 1717 12/31/2010 233 2 2,264
12/31/2011 173 0 2,050 12/31/2011 231 2 3,048
(Tables amounts for Actual Benefits Paid expressed in thousands)
Basic Financial Statements, 3-54 The noies to the financial statements are an integral part of this statement.
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Information section displays multiyear trend information as to the value of the plan assets decreasing or increasing over
time relative to the AALs for benefits.

Acuarial UAAL as
Actuarial Accrued Unfunded Percentage
Value of  Liability (AAL) AAL Funde Covered of Covered
Assets Entry Age (UAAL) dRatio Payroll Payroll
Firefighter’s Relief & Pension $ 1,066 $§ 35515  $34449 3% 227 15176%
Police Reliel and Pension 5,220 21,990 16,770 24% 0 N/A

The AAL as of December 31, 2009, based on the actuarial valuation as of january 1, 2010, was $35.5 million for
Firefighters’ Relief and Pension and $22.0 miliion for Police Relief and Pension. The AAL for the Firefighter’s and Police
Relief and Pension are funded on a pay-as-you-go basis. Annual requirement are funded through the City's adopted
budgets, and any budget requirements exceeding the adopted budget are fully covered by supplemental appropriations.

The notes to the financial statements are an integral part of this stalement. Basic Financial Statements, 3-55
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ANNUAL PENSION COST AND NET PENSION OBLIGATION
FIREFIGHTER'S POICE RELIEF AND PENSION FUNDS
For the Year Ended December 31, 2011

(In Thousands)
Firefightor's Rellef and Pension Police Rellef and Pension

2011 209 2009 2011 2010 2008
Annval Required Contribution (ARC)
Annual Normal Cost - Beglnning of Year 5 ] s -
Amonization of UAAL - Boglnning of Year 2,822 2522 2546 1228 228 1409
nterest o End of Year 01 o1 ol 49 49 74
ARC ol End of Year 2828 2628 2679 2 wr 1543
Interest on NPO £ 308 384 oy (208) (220)
Adjustment to ARC (626) (584) (586) o4 301 337
Annual Pension Cost (APC) 2332 2arn2 24n 1340 “s0 860
Empioyar Contribution 180 1832 2448 50 (1990) 2459
Change InNPO 531 540 20 1200 3440 (799)
NP O st Baginning of Year 8,243 7,708 7574 (1763) (5203) (4.404)
NPOat End of Year 8,774 8243 7703 (473) (1783) (5203)

The net pension obligation of the Firefighter's Rellef and Pension Fund is $ $8.8 million net pension liability at December
g: ;g:: The net pension obligation of the Police Relief and Pension Fund is $0.5 million net pension asset at December

5. Actuarial Method and Assumptions:
The information presented above was determined as part of the actuarial valuations at the dates i
Additional information as of the latest actuarial valuation follows: <cis

Flrefighter Rellef and Pension Police Rellef and Pension
Valuation date January 1202 Janvary 1202
Actual cost method Enlry Age Normal Cost Method Entry Age Normal Cosl Method
Valuation of assels Fait Market Value Fair Markot Value
Remalining amortization period 77 yoars 7 yoars.
Amortization method 30-years. closad as of Junuary B899 30-years closed as of Junuary B99
Actuanial sssumptions
westment rate of retumn 4.00% 400%
Projected saleryincroase 350% 350%
Inflstion 250% 250%
Cosl-of-iving Acjusiment Besed upon smaryincreass assumplion,for  Based upon salary increase assumplion
FRP banefis for PRP banefits
Post retirement benefit increase 2350% 350%
Basic Financial Statements, 3.56 The notes to the financial statements are an integral part of this statement
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The financial statements of the PRP and FRP are Included In the City’s annual financial report in the Combining
Fiduciary statement section. A separate audit report Is not issued for these pension plans. Further detailed
Information regarding these pension plans may be obtained by writing to the City of Tacoma - Fire and Police
Pension, 747 Market Street, Room 1540, Tacoma, WA 98402,

D, Other Post Employment Benefits (OPEB) Than Pensions

1. Plan description:
‘The City contributes to two single-employer defined benefit plans: Tacoma Employees’ Retirement System Fund
(TERS) and Law Enforcement Officers' and Firefighters' Retirement System Plan 2 (LEOFF Plan 2), one agent multi-

plan: Law Enf Officers’ and Firefighters' Retirement System Plan 1 (LEOFF Plan 1) and the
Rlllrwd Retirement Systam which is an independent agency in the branch of the US. Government which
the Act. The benefits under the Railroad Retirement Act are not payments under a

‘pension plan’ but rather are grants under a Federal statute. Rallroad benefit amounts are divided into a social
security level benefit, staff-type benefits based on a railroad services, and in some instances a dual benefit
component. Each plan provides medical benefits to eligible retired City employees and beneficiaries.

Benefit provisions for TERS are established in accordance with mpm 4128 Revlsed Code of Washington and
Chapter 1.30 of the Tacoma City Code. These statues assign the auth to h benefit pi for TERS.
For LEOFF Plan 2, benefits are established in accordance with RCWs 41.16, 41.18, 41.20 and 41.26. These statues
assign the authority to establish benefit provisions. For LEOFF Plan 1, these benefit provision are state statute by
the State of Washington through the Dep of R per RCW 41.26. For the Railroad
Retirement System, these are administered by Federal statue under the Rallroad Retirement Act (45 US.C 23] et
seq) and authority resides by these Federal statutory provisions. Financial reports for the LEOFF Plan 1 and
Railroad Retiremant System plans are available at the addresses below. These reports may be obtained by writing at

the following addresses:

LEOFF Plan 1
State of Washington
Office of Financial Management
P.0, Box 43113
Olympia, WA 98504-3113

U.S. Railroad Retirement Board
844 North Rush Street
Chicago, IL 60611-2092

2. Funding Policy and Annual OPEB Cost:
The City is financing the plans on a pay-as-you-go basis. The rallroad retirement benefits are paid from the Railroad
Reti Account, maintained by the Dep of the Treasury of the U.S. and is financed through taxes levied
upon railroad employees and employers by the Railroad Retirement Tax Act (26 US.C. 3201 et seq.), which is
administered by the Internal Revenue Service.

The Present Value of Benefits (PVB) is the present value of projected benefits i at the val interest
rate. The valuation interest rate used is 4.00% based upon the expected return for the short-term fixed income
securities. This rate is used, as the required contributions net of benefits pald, are not prefunded.

The Normal Cost Is that portion of the City provided benefit butable to employee service in the current year.
The Actuarial Accrued Liability (AAL) is the portion of the present value of benefits attributed to past service only
The Annual Required Contribution (ARC) Is the amount the City would be required to report as an expense for the
year. The ARC is equal to the Normal Cost plus an amount to amortize the Unfunded Actuarial Accrued Liability
(UAAL). The ARC represents a level of funding ﬂut. if paid on an ongoing basis, is projected to cover normai cost
each year and ize any I (or funding excess) over a period not to exceed thirty
years. Each year the ARC, less current year benefit payments, will accumulate as a liability, Net OPEB Obligation, on
the balance sheat.

The notes to the financial statements are an integral part of this statement. Basic Financial Statements, 3-57
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Annual Required Contribution TERS LEOFF Plan 1 LEOFF Plan 2 Rall
Normal Cost at Year-end § 3620985 § 269060 S 1544549 § 124757
Amortization of UAAL 1525241 11,923,763 655,021 70664
Annual Required Contribution (ARC) 5146226 12192823 2199570 195421

Net OPES Obligation
Annual Required Contribution (ARC) 5146226 12,192,823 2,199,570 195421
Intereston prioc year Net OPES obligation 432795 364,805 256945 129
Less Adjustments to ARC 403779 548676 239719 120

Annual OPES Cost 5175242 12,008952 2216796 195430
Contributions made 1586833 7625508 248747 108,560
Increase in Net OPEB Obligation 3588409 4383444 1968049 86870
Net OPEB Obligation - Beginning of Year 10819863 9,120,137 6423622 322
Net OPEB Obligation - End of Year $ 14408272 § 13503581 ¢ B391671 $ 90,096

The following table shows the City’s GASB 45 liability broken d by th
member premiums and the City-paid benefits. s Gt b e ia L de

Value of Subsidy at 4% Interest Rate

Total Value Member Paid City-Paid

of Benefits Benefil Benefits
Present Value of Benefits § 445647729 § 126097310 $ 319550419
Actuarial Accrued Liability (AAL) 305,186,964 56,615,173 24857179
Normal Cost 10,741,744 5,182,394 5,559,350
Annual Benefit Payments 12218978 2,649,330 9,569,648

The City’s annual OPEB Cost, the percentage of annual OPEB cost contributed to the d
obligation for the current and each of the two preceding years for each of the plans were as zﬁ:w;a ks v

TERS Percentage of
Annual OPEB OPEB Cost Net OPEB
Year Ended Cost. Contributed Obligation
12/31/2009 $ 4424674 273% $ 7925279
12/31/2010 4431662 34.7% 10819.864
12/31/2011 5175241 307% 14408271
Basic Financial Statements 3-58 The notes to the financial statements are on integral part of this statement.
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LEOFF Plan 1 Percentage of
Annual OPEB OPEB Cost Net OPEB
Year Ended Cost Contributed Obligation
12/31/2009 $ 10570243 65.7% $6,059,518
12/31/2010 10498975 708% 9,102,137
12/31/2011 12,008,953 63% 13,503,582
LEOFF Plan 2 Percentage of
Annual OPEB OPEB Cost Net OPEB
Year Ended Cost Contributed Obligation
12/31/2009 1,638,600 6.6% 4952,248
12/31/2010 1,640,352 10.3% 6,423,662
12/31/2011 2,216,796 11.2% 8,391,671
Rall Percentage of
Annual OPEB OPEB Cost Net OPEB
Year Ended Cost Contributed obl n
12/31/2009 128716 43.6% (64.313)
12/31/2010 129,196 47.7% 3,226
12/31/2011 195,430 555% 90.096

3, Funding Status and Funding Process;
The funded status of the plans as of December 31, 2011, were as follows:

TERS LEOFF 1 LEOFF 2 Ral
Annual City Benefit Payments s 1586833 $ 7625508 § 248747 $ 108560
Discount Rate 5.00% 400% 4.00% 4.00%
Present Value of Benefits 85,789,671 191334011 38,560859 3865878
Acutuarial Accrued Liability Assets 39299129 190,574,762 16877181 1820719
Plan Assets . . - .
Unfunded Actuarial Liability (UAAL) 39,206,129 190574762 16877101 1820719
Funded Ratio 00% 00% 0.0% 0.0%
Covered Payroll 1586833 7625508 248,747 108560
UAAL a3 a % of covered payroll 2477% 2499% 6785% 1677%
A 1 vals involve of the value of reported amounts and assumptions about the probability of
events in the future, Amounts determined regarding the funded status of the plan and the ARC of the employer are
subject to continual revision as results are pared to prvv!ou‘s P and new te m.made ib?ut

the future. The required schedule of funding progress p as required supp y p
the first year OPEB information and future years will show whether the actuarial value of plan assets is changed
over time (based on how OPEB is funded) relative to the actuarial accrued liability for benefits,

The City uses the same premiums for retirees under age 65 as for active employ Th the retiree p

The notes to the financial statements are an integral part of this statement Basic Financial Statements, 3-59
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rates are being subsidized by the inclusion of active lives in the setting non-Medicare retiree rates. To account for
the fact that per member health costs vary depending on age and number of dependents, the consulting actuary
(Milliman) calculated equivalent Per Member Per Month (PMPM) costs that vary by age based on the age

of covered and based on relative cost factors by age and gender. The relative age/gender cost
factors were developed from Milliman's Health Cost Guidelines database, Based on the 2011 premium rates and
relative age cost factors Milliman developed the following age adjusted monthly PMPM health costs for

2011.

Monthly Medical Claims Costs at Sample Ages (excluding LEOFF 1)

Retiree Spouse
Age Male Female Male Female
45 $110837 § 1,12458 3 64154 § 77304
50 988,61 1.021.54 72080 83886
55 1,054.10 1,03591 862.11 941.05
60 127998 1,202.67 1,05833 1,084.05
64 1,589.11 145162 1.292.74 127966

No retiree contributes toward the cost of retiree medical benefits for Leoff 1. Based on the City's historical retiree
medical cost experience from 2008 and 2009, the relative age cost factors p Milliman developed age
adjusted monthly PMPM health costs for 2010 as follows:

Monthly Medical Claims Costs at Sample Ages LEOFF 1

Police Fire

Age Male Female Male Female

45 $ 40804 § 50325 $ 39608 $ 52730
50 537.00 627 64 52388 61231
SS 71299 74922 69558 73092
60 93030 894.15 90757 87231
64 1,16980 1,075.12 1,141.23 104886
6s 85483 859.08 643.21 64640
70 96066 955,00 72283 71858
75 106183 1,043.80 79896 78539
80 113602 1,106.45 B54.78 83253
85 1,176,773 113588 88541 854867

4 rial and

Projections of benefits are based on the substantive plan (the plan as understood by the employer and plan
members) and include the types of benefits in force at the valuation date and the pattern of sharing benefit costs
between the City and the plan members to that point. Actuarial calculations reflect a long-term perspective and
employ methods and P that are designed to reduce short-term volatility In actuarial accrued liabilities
and the actuarial value of assets

Significant methods and assumptions were as follows:

Busic Financial Statements. 3.60 The notes to the financial statements are an integral part of this siatement.
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"TERS/LEOFF Plan 2 /Rail LEOFF Plan 1
Valuation Date January 1,2011 January 1,2010
Censas Date January 1, 2011 January 1,2010
Actuarial Cost Method Entry Age Entry Age
Level percentage of earnings between
Amartization Method Level percentage of expected malary N A
Remalning Amortization Period 26 year, closed 19 year, dosed
- regarding dissbility, and turnover are
¢ 5 basad upon pension valutations for the various pension plans.
Actuarial Assumptions:
Discount Rate % “
Health Cost Trend year,73% In the second. 66% inthe  year, 78% in the second, 6.5% in the
third, 65% from 2014-2019,64% for  third, 6.1% from 2013 to 2015,6.0%
2020-2027 and gradingdown toan  from 2016-2020, 5.9% from 2021~
ultimate of 5.2% in 2082 and beyond, 2025 and grading down to an utimate
Projected Payrol Increases 425% 350%
Note 6 Deferred compensation
The City offers its employees a deferred P plan the plan, through a third party. The plan was created in
e with Internal Code Section 457. The plan, available to all City pen‘mnt:t full-time ;nd lpm't-
time employees, permits them to defer a portion of their salary until future years. The deferred compensation is not
lable to ,"” until retirement, disab death, or unft bl but the plan

does offer a loan provision. An employee may defer 100% of their sslary net of employee pension contributions and
any Section 125 deductions. The 2011 contribution limits are $16,500 for regular deferral, $33,000 for pre-
retirement and $22,000 for age 50 provision deferrals. The City has agreed through contract negotiation with the
Police union and the Fire union to match contributions made by all Police Officers and Fire OMMcers up to a maximum

of $192 per pay period.

‘Third Party Employer Employee
Benefit Plan Ad ator  Contributi Contr Total by Plan
457 deferred compensation [ICMA $ 175953157 $ 1059633708 § 1235586865
457 deferred compensation Nationwide 781,009.58 1,294801.17 207581075
Total $ 2540541.15 $ 11891,13825 § 1443167940
Note 7 Interfund activity

terfund activity is composed of three of ctions, Transfers rep a sharing of resources between
:Imds. At the fuzd level, these mfmmne or decrease individual funds resources, but they do not affect the
Clty’s total resources. Advances to and from other funds are loans between funds for capital or cash flow purposes.
Due to and due from other funds represent internal charges for services except for billings for utility services which
are considered “external” in nature. These Internal do not rep Inflows or outfl of the City’s
resources; rather, they reflect resources being moved within the City, The effects of these transactions are included
in the City’s fund statements but are removed from the entity-wide financial statements

The noies to the financial statements are an integral part of this stalement Basic Financial Statemenis, 3-61
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The of bal ( p d in th ds) at D ber 31, 2011 is as follows:

Interfund balances result when transactions are ded in the g system and payments are made
between funds after December 31, 2011

Due Peern
Internal  Neecmase  Monumajer  Peasion
Conernl Sreet Sewer Wetr Pawnr Servics  Governmental  Enterpries  an@ Trest
DusTo fung Pang Fuea Puna Yuna Punds Funds Pands Fends Toul
General Funa s 1 m s 7o e s s s ms s LU m s « 8 230
Sarees Pund . s . 1) “as e 3 o
Sewer Pund se . L) L3 » 12
‘Water Funat - n s 1" . -~
Power Pund " 1 w? - n a0 198 s 1888
Mlernal Seevice Punds s w Eald 20 ”r m L) b 5 e
Mon-melor Covernmental Funds e L] . . n ? ° ase s wre
Noo-mapr Enterpeae Punds - . a0 el 2 ’ " 2 « 3 0
Penston and Truet Fands - > 0 = - - 1) LU -
Toul 3 410 £ L £ Mo 5 LI 8 LT T Iﬂ 3 i3z 3 ii 8 oMie
Advances Owed To
Major Non-major Internal

Advance Owed From —Governmental _ Governmental _Servics Funds _Toal

Non-major Governmental s 4300 3 1464 $ 5764

Non-major Enterprise 6785 2589 1219 10593

Interal Service Funds 1,096 266 1362

Total $ 12,181 § —319 S 1219 § 17719

-2 .

The below Information p detall of the Interfund payable {

$535,000 was authorized from the General Fund (#0010) to the Performing Arts Fund (#4190) to finance construction of
Improvements to the Pantages Theater.

$751,728.11 was authorized from the General Fund (00010) to the Fldlmes Mnnuement Fund (#5700) for acquisition
and rehabilitation of a building and for cost cl abond

$ 344,124.42 was authorized from the General Fund (#0010) to the Facllldes Mamgement Fund (#5700) for acquisition
and rehabilitation of a building and for cost d with a bond refi

$4,200,000.00 was authorized from the General Fund (#0010) to the Police Facility Fund (#3216) for a property
acquisition for a police sub-station.

$6,250,000 was authorized from the General Fund (#0010) to Tacoma Rall Mountain Division Fund (#4120) for cash flow
purposes,

$23.400.00 was authorized from the General Fund (#0010) to the Consolidated LID Fund (#2-7999) to establish LID #62.

$77.000.00 was authorized from the General Fund (#0010) to the Consolidated LID Fund (#2-7999) to establish LID #61.

$130,000.00 was auth d from the D P Fund to 1997 Bond lssue Fund (#3209) as an interfund
loan secured by a land parcel.

$133,332.43 was authorized from the Capital Projects Fund (#3211) to the BSIP Project Fund (¥5027) to acquire
business system Improvements.

Basic Financial Statements. 3-62 The notes to the financial statements are an integrol part of this statement.
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$133,333.27 was authorized from the Capital Projects Fund (#3211) to the BSIP Project Fund (#5027) to acquire
business system improvements.

$2,589,182.81 was authorized from the Caplital Projects Fund (#3211) to the Tacoma Dome (#4180) to finance various
Tacoma Dome projects.

$1,333,330.00 was authorized from the Capital Projects Fund (#3211) to the Fire Department Fund (#1090) to refit and
renovate a fireboat.

$278,500.00 was authorized from the Payroll Fund (#5007) to the Performing Arts Fund for cash flow purposes.
$278,500.00 was authorized from the Payroll Fund (#5007) to the Performing Arts Fund for cash flow purposes.

$303416.74 was from the Inf tion Services Fund (#5800) to the Tacoma Rail Mountain Division Fund
(#4120) for cash flow purposes.

$27,853.26 was authorized from the Information Services Fund (#5800) to the Tacoma Rail Mountain Division Fund
(#4120) for cash flow purposes.

$331,00C.00 horized from the Infc Services Fund (#5800) to the Tacoma Rail Mountain Division Fund
(#4120) for cash flow purposes.
(smounts expressed in ds) Tranderln

Internal  Non-major  Nen-major
General  Street  Sewer  Water  Power  Serviw  Covermmental  Enterprise

Transfer Out Fand Fand Fund Fund Fund Funds Funds Funds Total
Geseral Fand § + $11506 § - $ =4 -8 - 8 4086 § 781 §16373
Street Fund . 5 . - - . %7 . w
Sewer Fund > v 3 4

Water Fund . . - - - 29 - . 25
Pewer Fund . . . . - 208 . . 208
Internal Service Pands 1136 . 961 . . 474 5 - 5%
Nea-major Governmental Funds 150 14601 100 - . 1775 4267 7906 1579
Nea-major Eaterprise Fends b s > - . 194 1508 - e
Towal $§ 1286 § 13107 § 1061 4 - $ S8 4420 § 10133 S 8687 $ 3850

$1,136,000 was transferred from Internal Service funds to the General fund for capital projects funded by bonds and
to transfer back surplus funds.

$150,000 was transferred from Non-Major Governmental funds to the General fund to fund Emergency Medical
Services.

$11,506,000 was transferred from the General fund to the Street fund to record the 2011 Street contributions.
$1,601,000 was transferred from Non-Major Governmental funds to the Street fund for capital road projects,

$961,000 was transferred from Internal Service funds to the Sewer fund to record Fleet asset transfers.

The notes to the financial statements are an integral part of this siatement. Basic Financial Statements. 3-63
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$100,000 was transferred from Non-Major Governmental funds to the Sewer fund for services required by Cheyenne
Street Improvements,

$29,000 was transferred from the Water Fund to Internal Service funds to record the 2011 Fleet Services
contribution.

$208,000 was transferred from the Power Fund to Internal Service funds to record the 2011 Fleet Services
contribution.

$474,000 was transferred from Internal Service funds to Internal Service funds to support an enterprise software
system upgrade.

$1,775,000 was transferred from Non-Major Governmental funds to Internal Service funds for Fleet capital
purchases.

$1,934,000 was transferred from Non-Major Enterprise funds to Internal Service funds to record 2011 Fleet
Services contributions, support an fty system de, and to record donated vehicles.

P Par

$4,086,000 was transferred from the General Fund to Non-Major Governmental funds to record Traffic
contributions and debt service payments.

$247,000 was transferred from the Street fund to Non-Major Governmental funds for road capital projects and debt
service payments.

$25,000 was transferred from Internal Service funds to Non-Major Governmental funds for Facilities capital
improvements.

$4,267,000 was transferred from Non-Major Governmental funds to Non-Major Governmental funds for various
capital projects and debt service payments,

$1,508,000 was transferred from Non-Major Enterprise funds to Non-Major Governmental funds for debt service
payments.

$781,000 was transferred from the General fund to Non-Major Enterprise funds to assist the theaters (BCPA)
throughout the year and for Cheney Stadium debt service payments.

$7,906,000 was transferred from Non-Major Governmental funds to Non-Major Enterprise funds to transfer funds
for debt service payments, and Theater fund capital projects.

Note 8 Other information

A, Accounting changes
‘There was one new fund created and two funds eliminated in 2011,

*  The Traffic Enfc Engi g & Fund (Fund 1650) - This fund was created to account
for traffic related activities.

¢ The Legal Fund (Fund 1400) - This fund was eliminated and previously was used to account for grant
expenditures.

+  The Airport (Fund 4100) - This fund was eliminated as the City of Tacoma no longer provides this service.

B. Risk management

The City Is self-insured for general liability, medical, benefits, unemployment and worker's compensation and
records its claims and liabilities in the accrual basis of g Liab include an for Incurred but
Not Reported (IBNR) claims. The estimate for reported claims Is based on Risk Management and Legal

Basic Financial Statements. 3-64 The notes to the financial statements are an integral part of this stalement
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s' ions and Is adjusted The IBNR for the self-insured employee's benefits is based on an
average of 2-months clalms from the reporting year, The General IBNR liabilities are calculated by a periodic
actuarial study. The handling and paying of all general liability claims for which the City Is found legally liable is
accounted for in either the Self-Insurance Claim Fund or the TPU Self Insurance Claim Fund. Monies are
appropriated from various cost centers based on prior dlaims history and pald to these funds,

The Self-Insurance Program Is maintained in conformity with all laws, rules and regulations pertaining thereto and
in accordance with the Revised Code of Washington in RCW 35.21.085 (2). The City carries a supplemental general
liability policy with 2 $20 million limit and a $3 million deductible, renewable on August 13 of each year. This policy
is provided to supplement the City’s current seif- risk for settl in excess of $3 milllon.

The City also has a policy to cover dinary worker’s comp claims with a statutory liability limit and

a $1 million retention. This policy renews January 1% of each year.

The City carries prop ge with a single occurrence limit of $500,000,000 with $100,000
mm?n. per occurrence, with ti Earthquake ge has a 5% or $250,000, whichever s greater per

building deductible. This policy renews July 1% of each year.

The TPU Seif-Insurance Claim Fund was established In 1979 to cover general liability claims of the Light and Water
divisions. The Belt Line Rail became a participant In 1985, Total assets in this fund are $3.9 million. Settiement
were within for ge for the last three years—2011, 2010 and 2009.

Changes In estimated claims settiements liabiiity for the past two years were as follows:
i th 1<)

( p
Self Insurance Fund Worker Compensation Fund TPU Self Insurance Fund
2011 2010 2011 2010 2011 2010
Balance 01/01/11 § 27001 $ 47431 § 4240 § 3282 § 2487 § 1363
New Claims 3.880 8,105 2,758 2911 354 1873
Adjustments to Claims 17,607 (27.218) 1,596 3,087 327 (521)
Chims Payment (1,226) (1317) (4352) (5.040) (1,010) (228)

Balance 12/31/11 $ 47262 $ 27001 § 4,239 s 4240 2,158 $ 2487

C. Prior-Period Adjustments and Accounting Changes
Prior year adjustments are used for the correction of an error or the implementation of a new authoritative

standard,

b to the of the ber 31, 2010 financial prior period ad were made.
L AP In ds)
Governmental Funds
Fund Name Amount Deseription
General Fund #0010 s (318) Write-off alarm monitoring revenue & reduced red light camera expenses
related to prior year
Street Fund #1060 $ (2.950) Eliminated revenue accruals related to prior years
Fire Department #1090 B9 Eliminated encumbrances related (o prior year
Uibrary #1200 179 Write-off liability account related to prior year
Total s (3,000)
——

The notes (o the financial statements are an integral part of this statement. Baslc Pinancial Statements, 3-65
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Amount Description

Convention Center #4165

Total

Internal Service Funds

Pund Name
Finance Fund #5007
Graphic Services #5042

s (36)

s (36) Ad for BIA and unr ded salary and
wage expenses related to the prior year

Amount tion
$ (5) year alance Fund

(342) Recordliability for buy-out of lease agreement from the prior year

Information Services Fund #5800 (1505) xpense not recorded in prior year for
o SAP gt

Total $  (1852)
e

Government-wide Statements

Activity Amount Description

Governmental $  (1,902) General Fund, Fire, Library, Finance, Graphics, and

Information Service Fund. Detail described above.
Business (36) Convention Center Fund. Detail described above,
Total (1938)
Basle Financlal Statements, 3-66
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D. Segment Information

The following are the three segment enterprise funds maintained by the City. Seg

\ P

CONDENSED STATEMENT OF NET ASSETS

City of Tacoma, Washington

information was as follows:

Convention
Center &
Bicentennial Solid Waste (Beltline)
Pavillion Pund Fund Tacoma Rail Total

Assets:

Current assets $ 413 $ 36,102 § BH36 § 45351

Due from other funds 1 117 32 150

Restricted assets 502 14225 400 15127

Capital assets (net) 71814 89072 13958 174844

Other non-current assets 807 1177 5 1989
Total assets 73537 140593 23231 237461
Liabilitfes:

Current liabilities 618 12,138 1821 14577

Due to other funds 43 723 128 894

Current liabilities payable from restricted assets - 534 68 602

Non-current liabilities 75,194 103520 3062 181776
Total liabilities 75855 116915 5079 197,849

Net assets;

Investment in capital assets, net of relatad debt (3336) 28641 11412 36,717

Restricted 501 1850 400 2751

Unrestricted 517 (6713) 6340 144
Total Net Assets 3 Elﬂ) $ 23778 3 18,152 $ 39&12

The notes to the financlal statemenis are an integral part of this siatement
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Convention
Center & forml
Bicentennial Solid Waste (Belt line) & The e iy Arts Comar
Pavillion Fund Fund Tacoma Rail Total As a result of subsequent transactions, the City entered into an Op g Agr for p and use of the
Operating revenues s building for a term of 35 years with two automatic renewal options of 10 years and 20 years. The future minimum
Py S3165S 57402:°% 1940¢ '$ 78822 annual lease pay paid by the P Arts Center Fund calculated at an implicit interest rate of 8 percent
epreciation expense (2200) (6,100) (641) (8941) are as follows (: expressed in ds)
Other operating expenses (4517) (44.024) (18,089) (66630)
Operating income (4401) 6978 674 3251 2011 s 321
Nonoperating (expenses) 2012 297
Interest revenue 20 1,698 132 1850 2013 478,
Interest expense (3346) (3.604) 8y (7031) 2014 25¢
Other nonoperating revenues(expenses) 2435 103 660 3198 2015 236
Capital contributions - & % 2016-2020 881
Transfers 2871 2 3158 6029 20212025 402
Change in net assets (2421) 5175 4543 7297 2028:2028 192
Beginning net assats 139 18603 13609 32351
Prior period adjustments (36) . 36). In addition, the future annual blease p d by the Performing Arts Center Fund calculated
Ending net assets 3 (2318) $ 23,778_s 181525 39512 atan implicit interest rate of 8 percent are as follows (: xp! din th ds)
2011 s 288
CONDENSED STATEMENT OF CASH FLOWS 2012 266
Convention 2013 247
Center & 2014 228
Bicentennial Solid Waste 2015 211
Pavillion Fund Fund Tacoma Rail Total 2016-2020 725
Net cash provided (used) by: 2021-2025 99
Operating activities s (2288) $ 11847 8 1198 § 10757 2026-2028 44
Noncaptial financing activities 287 - 625 3496
Captial and related financing activities (940) (40,574) (2.149) (43.663) F. Tax expense - Utility Funds
Investing activities 20 1,784 132 1936 The taxes expense shown in the statements for Enterprise Funds consists primarily of an 8.0% tax upon gross
Net [ncrease (decrease] earnings for Tacoma Water, Tacoma Rall, Surface Water, Waste Water, and Solld Waste and a 6.0% tax upon gross
( ) (337) (26943) (194) (27474) earnings for Tacoma Power which is pald to the General Fund. Non-governmental utilities also pay gross earnings
Beginning cash and cash 1063 70942 5108 77,113 tax at the following rates: Natural Gas, 6%; Cable TV, B.0%; Electricity, 6%; Solid Waste Collection, 8% and
Ending cash and cash equivalents s 726 S 43999 § 4914 § 49639 Telephons, 6,0%.

Basic Financial Siatements. 3-68
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G. Results of operations of joint ventures

A Joint venture is a legal entity or other organization that results from a contractual agreement and is owned,
operated, or governed by two or more participants as a separate and specific activity subject to jaint control in
which the participants retain (a) an on-going financial interest or (b) on-going financial responsibility.

The City participates in two joint ventures with Pierce County: the Law Enforcement Support Agency (LESA) and the
Tacoma-Plerce County Heaith Department. The City and Plerce County are jointly responsible for approving the

Org: budgets, financing their deficits, ng entitl to thelr surpl and funding their operations
(approximately 50% each). The City of Tacoma however, does not report an equity interest in the Government-wide
financial statements.

Summary financial information on the joint ventures is listed below for the year of the last audited financlals. These
Ngures reflect the as prepared and to the City by the various entities. The City s the fiscal
agent for LESA.

The notes to the financial statements are an integral part of this siatement.
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Joint Venture
(amounts expressed In thousands)
LESA HEALTH DEPARTMENT
Balunce Sheet Date 12/31/2010 12/31/2010
Total Assets s 7194 S 9359
'r:: ::unn 1875 1549
™ 3 hz 5319 5810
Current

- 855 450
Capeial 1147 1689
‘Toeal Revenues 19864 31,561
Total Expeaditures/Expenses 17473 3218
Other Nan-operating Revenues/Expendutures - .
Tranglers - .
Net Increase/(Decrease) In Net Assets 79% (2.215)

Additional Information about each entity can be ob d from ly published fi 1] by each

entity by contacting LESA, 955 Tacoma Avenue South #102, Tacoma, WA 98402 and the Ta
Health Department, 3629 South D Street, Tacoma, WA 98418.6813. o it

Note 9 Claims and Judgments

A. Claims

From time to lhu,“dalr:u‘ have been filed against the City Involving tort actions for such things as defective
claims of false arrest, ete.; all of which are in a sense routine in nature and common

to all local governments. In those instances, when material, where it has been determined that it is probable that a

claim will be paid by the City, the expenditure /expense and the related liability are reported In the statements of the

appropriate fund in the year when such a determination is made. See Note 8 B for risk management Information.

The City has entered Into interiocal agreements with the Pierce Coun partm
ty Health De ent and the Law
Enforcement Support Agency. If, in fact, any of these entities were to suffer a catastrophic disaster and their self

funds and were to be depleted, the City and other ur d
to stand behind and make good the excess liability. & e e
Under state law, the City is required to pay for ploy and ind 1 and medical aid. The City

m:“m:nm self-insure rather than remit its payments to the state pool. See Note 8 B for risk management

B. Construction Commitments
The City has various construction projects as of December 31, 2011. The
B L projects include street and capital project
constructions for improvements of existing streets and brides or new brid, t
with the are as follows: (; Xp d in th e b b

Basic Financial Statements, 3-70 The notes to the financial siatements are an iniegral part of this statement.
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Remaining
Project Authorized _Spentto-date Comm tment
2012 January Storm Event Tree and Debris Removal - Tuccl s 200 3 SR 200
2012 January Storm Event Tree and Debris Remeval - Woodland 200 - 200
Hylebos Bridge Rehabilitation 16974 15999 975
UID 5644 (1-5) Permanent Alley, Storm and Sewer Improvements 919 812 107
Chty of Tacoma Stormwater Pipe Retorfit Project BAG 580 258
and of ADA 1647 1676 @2
On-Call Environmental Contractor Services for Tacoma Landfml 157 50 107
Cured In Place Pipe (CIPP) Rehab 1364 608 759
Solid Waste Management Recovery and Transfer Center 16045 15.540 508
Landfill Administration and Shop Bullding Remodel 6403 6,295 108
Sanitary Sewer Cured-In-Place-Pipe Rehabllitation North End 921 129 792
Eductor Decant Faciiity 2,780 2.029 731
Titlow Beach Seawall Repalr 200 80 120
Commerce Stree Station 4ss 429 15
13th and A Strwet Vaulted Sidewalk Repalr 200 166 34
Salmon Beach Pump Station AN1304 Rehabilitation 1849 659 290
Blakesieo junction Track Realignment 1293 702 591
2011 Sewer Main and 624 498 126
Wastewater Sewer Reroute Sound Transit S 66th o § 72nd 502 554 kL
Arterial Street Improvement - Alaska from § S6th to S 72nd 4280 1126 3154
Tacoma Land il Stage 3 Closure - Central Area Phase | 3569 3207 ie2
Puget Gulch - Sower and Rep 1655 1413 242
2011 (A) Sankary Sewer Spot Repari Project 221 163 58
On-Call Wastewater Sewer & Side Sewer Connection Repalr 260 28 232
Cheney Stadlum Stormwater 1399 041 550
Marine View Drive Pump Station AN4103 Upgrade 233 72 181
Artorial Stree Repairs - S Tacoma Way & S Mildred 1648 . 1640
S 9th Pederstrian = Market to Cs 571 38é 187
Wastewater Sewer Main - Stevens from N 21st to N 27th 980 651 329
739 BLID Structural Sidewalk Replacement 202 149 133
‘Tacoma Land il Probe Stration Abandonment 115 100 15
Central iy HPOGS Imp 1911 . 1911
303 Bast D Street Site Improvement 136 - 136
2011 (B) Sanlary Sewer Spot Repair Project 227 125 102
Tacoma Top 4 Bikeways - Phage | 49 L]
S 15th & Fawcett Utilities Improvement. 1100 1100
2011 On-Call Citywide Guardrull Installation 39 . 39
Foss Waterway Seaport North Wall 1101 30 1071
Sewer « Video “2 el a9 -
Sewer - Video LE] 3s 3 3
Sewor = Video " 8 . u
Sewer = Video L33 15 - 15
House Demo at 7202 § Lawerence L - L]
Central Treatment Plant Clarifier Safety Platforms 148 4 148
House Demo at 1402 5 11th " 1
Tacoma Rall Faclilty 996 813 183

T4403 55983 lﬁé'o

These commitments are being funded by a variety of funding sources such as Federal. State and Local Grants, Gas Tax
Revenue, City contributions and long-term debt.

The notes io the financial statements are an integral part of this siatement. Basic Financial Statements. 3-71
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1C. Solid waste utility—landfill closure and post closure liabilities

The Solid Waste Utility operates a 235 acre landfill site, which became part of the South Tacoma Channel Superfund
Site in 1983. In 1991, the City entered a Consent Decree with the United States Environmental Protection Agency
("EPA") and the Washington State Department of Ecology ("DOE"), reference United States et al v. City of Tacoma, US
District Court Cause No.C-B9CS83T, to “clean-up the release of hazardous substances at the Landfill. The City
completed the majority of the remediation work required by the Consent Decree several years ago. The remalning
work mostly involves monitoring the remediation work completed by the City in the 1990s to assure that it
continues to protect human health and the environment. The Consent Decree settlement was entered pursuant to
the federal Compreh Envir | C and Liability Act ("CERCLA"), 42 U.S.C. §9601 et
seq. and the state Model Toxics Control Act ("MTCA"), Chapter 70.105D RCW.

The City’s work has included: (1) covering the landfill with a double flexible membrane cap that is
Impermeable to water; (2) capturing methane gas within and at landfill perimeter to prevent off-site migration; (3)
pumping and treating ground water to remove contamination at the point of compliance and beyond property
boundaries; and (4) closing the landfill in accordance with the Tacoma Landfill Cleanup Consent Degree. The City
also has an obligation to monitor the remediation work over the next 20 years, or more years to make sure It

to be effective at p ng human health and the environment. Due to the success of the City's
groundwater pump and treat system, on February 11, 2009 EPA and DOE granted the City’s request to shut down 14
of the Landfill's 19 groundwater extraction wells,

On December 21, 2009, EPA and DOE conditionally approved the City's request for an extension of the Landfill
closure date until 2014. One of the conditions s for the City to fill the Landfill's remaining open cell and place a
permanent cap over it by December 2014. The City began placing solid waste and fill in the open cell in 2010.
Although future closure and post-closure care costs will be paid only near or after the date the landfill stops
accepting waste, the Solld Waste Utlity began reporting a portion of these future closure and post-closure care costs
as an operating expense in 1994 based on landfill capacity used as of the balance sheet date.

The $29,412,162 reported as landfill closure and post closure liabliity at 31, 2011 rep: an
estimated closure and post-closure liability based on 99% use of total capacity of the landfill. This compares to
$31,367,832 at December 31, 2010 based on 97% of capacity. Based on 100% of capacity, the liability yet to be
recognized is $179,067 as of Dacember 31, 2011 compared to $874,988 as of December 31, 2010. Actual cost may
be higher or lower due to inflation, changes in technology, or changes in regulations. The City will be responsible for

the costs of add work if migr of polls from the site is not letel lled by current dial
actlons, The City satisfies the requirements of 40 CFR Part 258(f) - “Local government financial test” To meet
previous requirements of State and Federal laws and annual contr were made to a reserve for

financing closure and post closure care. As of December 31, 2011, $2,780,404 compared to $2,771,660 in 2010 is
held for these purposes, and is reported as a restricted asset on the balance sheet.

D. F 1 or utility claims or sults

The City Is identified as a responsible party in various environmental cleanup projects under the federal superfund
statute. The City is Involved in lawsuits to recover a portion of the cleanup costs from other parties and recovery
from insurance policies. The City has also received grant funding to defray some of these costs. Other disclosures
have been included for possible events of fi I significance.

Port of Tacoma Lincoln Avenue Grade Separation Project Clalm

On October 2, 2009, the Port of Tacoma (“Port”) presented a claim against the City for recovery of a portion of the
additional environmental costs to the Port incurred to handle, remove and dispose of contaminated soil and refuse
during the construction of its Lincoin Avenue Grade Separation project ("Project’). The project includes surface
streetand utility improvements. In its claim, the Port alleged that the additional costs it incurred was a direct result
of the City’s prior operation of a solid waste landfill in the area where the project site is located. The City did use a
portion of the project site to dispose of municipal solid waste in the 1940's and 1950's. The City settled the Port’s
claim in December 2009, by agreeing to pay $498,973 toward the Port's additional environmental costs for Phases
1-4 of the Project. This payment represents forty percent of the Port’s additional environmental costs, The Port
completed the final phase of the project in 2011 and the City paid a settiement of $122,100 in February 2012.

EPA Clean Air Act Penalty Action - During January 2009, the Department of Justice (*DOJ") and Environmental
Protection Agency ("EPA”) notified the City that the Tacoma Landfill had allegedly violated the federal clean air act
and its impl i lation by falling to properly recover d b bx October 2004

and August 2008 from refrig which were processed by Landfll staff for disposal. The
City resolved any liability it may have had for the alleged violations by entering a Consent Decree settlement with

Basic Financial Statements. 3-72 The notes 10 the financial statements are an integral part of this statement.
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DOJ and EPA In A 2010. Under the terms of the setlement, the City paid the federal government a civil penalty
in t’)ln amount ofvsz;;ﬁsl. and agreed to three envir I projects ("SEPs”). These
SEPs include purchasing a hydraullc launch garbage truck and a hybrid electric “yard mule” vehicle and using both
for five years and retrofitting ten long-haul trucks with diesel and operating them for five
years, or until the end of their useful life, whichever occurs first. The City has one vehicle purchase remaining under
tha SEP with an estimated cost of $211,937.

Tacoma Rall, Department of Public Works, Mountain Division - Public Works own approximately 113 miles of
track, called Mountain Division, which connects to Tacoma Rail tracks. Tacoma Rail Is under contract with Public
Works to perform as its operator through2016. The agreement states that Public Works would fund Tacoma Rall for

As of ber 31, 2011, Rail has incurred a deficit of over $1 million and Is

Rail op
projected to be funded in 2012.

Coal n Site

In 1993, Ecology designated the City as one of six Potentially Liable Persons ("PLP") for the release and threatened release
of hazardous substances at the Coal Gasification Site. Ecology named the City a PLP because public rights-of-way traverse
the Site, and because hazardous substances present at the Site migrated Into the City municipal storm drain system, for
eventual discharge to the Thea Foss Waterway. At this time, It Is unclear whether Ecology will require the City to pay for
any additional cleanup work at the site. The City spent $674,383 on the site from 1993 through 2003, the majority of
which was spent in the earlier years. Ecology has Indicated in the past that it has plans to initiate Consent Decree
negotiations with the City and other PLP’s, to address additional remedial actions that must be performed to complete the
clean-up of the Coal Gasification Site. To date, Ecology has not commenced Consent Decree negotiations.

Bay age (NRD)
‘The City has resolved federal, state, and tribal natural resource damage claims associated with municipal stormwater
discharges In Commencement Bay through a Consent Decree that became effective on December 30, 1997. The stated
value of the City’s settiement s approximately $7,700,000. Under the Consent Decree (“the NRDA Consent Decree”), the
City agreed to undertake five restoration projects within the Commencement Bay watershed and make certain cash
payments. Four projects have been completed. The City is d to complete the fifth project Ln late 2‘011. Ongoing
monitoring and maintenance of the various projects will through 2013. Included in the for
2011 and 2010 are liabilities of $310,000 and $445,962, respectively. Although the City resolved its NRDA liability, the
City indemnified certain parties when It purchased real property along the Thea Foss Waterway in the late 1980's and
early 1990's. The City expects that any financial obligation it may have related to these indemnities will be de minimus
given the historical uses of the indemnifled properties and the limited potential for releases from these properties to
damage natural resources. A Thea Foss Waterway NRDA settlement between non-City parties and the Commencement
Bay Natural Resource Trustees could be reached in 2012

Hylebos Waterway Consent Decree - In 2003 the City of Tacoma - General Government entered a Consent Decree
settlement with EPA to resolve any liability it may have had for sediment contamination in the Hylebos Waterway. The
majority of the City's p 1 lability was attributed to | stormwater discharges. Under the terms of its
settiement, the City paid $459,663 to "cash-out” its liability. This amount included a 50 percent premium, which obligated
the City to pay a small percentage (1.¢, 0.4397%) of any cost overruns if the remedial action work exceeded the profect
estimate of $56,056,407 to complete such work. On January 11, 2011 the City was notified by the Hylebos Performing
Party Group that the cost of the Hylebos Waterway remedial action project totaled $110,991.511. This number has since
been adjusted downward setting the City’s share of cost overruns at $233,029, The City EXPECtS to pay this amount to the
Hylebos performing Party Group in early 2012. The City also antici| making an pay of $63,317 to
fully resolve the City's liabflity for any post-2011 cost overruns. The City reported an expense and liability of $306,346 as
of December 31, 2011,

Foss Consent Decree- The City has an obligation under the Foss Consent Decree for continued monitoring until at least
2016. The results of this monitoring may result in additional cleanup efforts in the future. Obligations ror. fnmn
monitoring costs of one million dollars have been dinthef fal as envir

leshoot Indlan Tribe
A lly beneficial ! gr was reached with the Muckleshoot Indian Tribe in 1995. The
settiement package has a cost of approximately $30 miilion and five basic el 1) building a fish
restoration facility and annual operation and maintenance of that facility, or in the alternative, providing $12 million
(indexed at 1995 dollars) into a fish fund; 2) providing for enh d flows In the Green River; 3)

The notes to the financial statements are an integral part of this statement Basic Financial Statemenis. 3-73

Washington State Auditor's Office
91



2011 Comprehensive Annual Financial Report City of Tacoma, Washington

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended December 31, 2011

transferring certain lands; 4) establishing a trust fund payable over 40 years which is intended to provide for the
general welfare, educational and other needs of the Tribe; and 5) limited access into the Green River Watershed.
The settiement will resolve past damage claims by the Tribe for Tacoma Water’s historical operations on the river,
gain the Tribe's support for the Second Supply Project and provide the basis for a long-term, cooperative working
relationship on the Green River. Tacoma has been implementing this agreement.

Tacoma v. Bonney Lake, et al. - Tacoma Water filed a Complaint for y Judgs in June 2009 against
local governments that refused to pay for hydrant services provided by Tacoma Water. The local governments
claimed the indemnification clauses in the franchise agreements required Tacoma Water to pay all costs associated
with the hydrant services. On May 14, 2010, King County Superior Court ruled in favor of local governments and
Tacoma Water led the d to the gton State Sup Court, who affirmed this outcome on January
23,2012. Water will now collect these costs through charges to the ratepayers in these jurisdictions (where there is
a franchise agreement) both prospectively and retrospectively, and it will refund any funds received from local
governments for these services.

Cushman Federal Energy Regulatory Commission License. - In 1974, Tacoma Power petitioned the Federal Energy
Regulatory Commission (FERC) to relicense its Cushman Dam Project located on the Skokomish River near

dsport, Washington. The Sk Tribe, along with others, contested significant portions of Tacoma Power’s
proposal before FERC. FERC Issued a license in 1998 for the Cushman Project, but the proposed conditions
significantly increased the cost of operating the project.

Tacoma Power appealed the license conditions to the US. Court of Appeals for the D.C. Circult. The D.C. Circuit

remanded the license back to FERC for under the E Spectes Act (ESA) after several salmon
specles, including Fall Chinook, Summer Chum and Bull Trout, were listed as threatened under the ESA in 1999,
FERC Issued a license order in June 2004 that incorp | dif from ESA issued by

USFWS and NOAA Fisheries in March 2004. At the same time, FERC lifted a stay of interim conditions, thus requiring
Tacoma Power to Install a valve In Cushman No. 2, Increase the amount of spill from the project to 240 cfs and
construct a bridge on the Reichert ranch. On February 14, 2005, FERC denied rehearing and affirmed the License
Order. Tacoma filed a petition for judiclal review of the license in the D.C. Circult and obtained a stay of the “interim
conditions” The D.C. Circuit issued an opinion on August 22, 2006, remanding the license to FERC and lifting the
stay on the interim conditions.

Tacoma Power, the Skokomish Tribe and the various federal and state agencies charged with giving input on the
licensing articles agreed to a settlement on January 12, 2009. The settiement agreement, along with the proposed
amended licensing articles, has been submitted to FERC for review and approval. On July 15, 2010, FERC issued its
Order amending the project license pursuant to the terms of the settlement. Numerous property owners attempted
to intervene and filed over a dozen objections to the license. FERC denied their motion to Intervene as untimely:
however, property owner Gerald Richert, who previously received intervention status, alleged numerous
deficlencies in the licensing process related to the articles requiring increased flows in the North Fork of the

River, and req d ret g On May 19, 2011, FERC dismissed all of Mr. Richert’s claims and his
request for rehearing was denled. Mr. Richert appealed FERC's order to the Ninth Circuit Court of Appeals. At
FERC's request, briefing in the case has been delayed until spring 2012, with oral argument to be held sometime
during the summer of 2012. The law firm of Van Ness Feldman is representing Tacoma Power in this matter.

Federal Energy y G Refund F dings. This case Tacoma’s pursuit of refunds from
the 2000-2001 West Coast Energy Crisis through the Federal Energy Reg y i (FERC) pl
process. In 2003, FERC ruled there was no market manipulation so refunds were unnecessary. FERC's ruling did not
specifically consider the Enron-type evidence that was presented late in the case. FERC's decision was appealed, and
the Ninth Circuit Court of Appeals in 2009 ordered FERC to consider the Enron-type evidence but left to FERC how it
should consider the evidence and whether refunds were needed. On October 3, 2011, FERC Issued ts Order on
remand requiring that an evidentiary type hearing be conducted and allowing the parties the right to enter evidence

garding Individual sellers’ ful market Tacoma and the other net purchasers have filed requests for
rehearing, disputing numerous aspects of the Order. As part of its October 3, 2011, Order, FERC stayed the
evidentiary hearing, and ordered the parties to attend a sett conference. the
purchasers and sellers are on-going,

Richert, et al. v. Tacoma - Mr. Richert and 20 other Individuals filed sult in mason County Superior Court on
October 27, 2010, against Power and the City of Tacoma, asserting they suffer ongoing damages from the increased
water flows from Tacoma Power's Cushman Hydroelectric Project into the North Fork of the Skokomish River,
Plaintiffs have not provided a specific dollar amount of damages in the suit Tacoma has denled the claims. The case

2011 Comprehensive Annual Financlal Report City of Tacoma, Washingion
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has now been transferred to retired Judge Ron Castleberry from Skokomish County, who has agreed to hear the case
0 its conclusion. Summary judgment motions were filed on Friday, February 24, 2012, and oral argument is
scheduled for late April 2012.

Baskin, et al. v. Tacoma - On May 9, 2011, the same attorney (Karen Willie) in the Richert, et al. suit above, filed a
lawsuit in mason County Superior Court on behalf of Russell Baskin “and class members,” alleging the same damages
as in the Richert,et al. matter. Ms. Willie has hed to her Complaint the parcel for most ({f not all) of the

prop: in the Sk h Valley. Tacoma denies the claims. As referenced above in the Richert, etal.
matter, retired Judge Castelberry, from Skokomish County Superior Court, will be presiding In this case, too.

Litigation is on-going.

Theresa Stelner v. Tacoma - Ms. Steiner filed a Claim for Damages with the City on June 16, 2011, alleging among
other things, disability discrimination under RCW 49.60,180, On October 17, 2011, Ms. Steiner filed her Complaint in
Plerce County Superior Court Cause No. 11-2-14769-5, The City filed its Notice of Appearance and will be
represented by outside counsel Karen Kruse, from the firm of Jackson Lewis in Seattle (appointed by our insurance
carrier). The case Is In the early stages of discovery.

People of the State of California - A $1.7 million claim was filed In January 2006, seeking damages for overpayments for

wholesale power sold by Tacoma Power. ARter the Ninth Circuit ruled that refunds were not available against
municipalities in the Californta Refund case (on grounds that FERC did not have jurisdiction over said entities), California

filed this claim to preserve a clalm for refunds under a contract theory. Tacoma Power has denied the claim, and it has not

been named In the suit filed in California state court.

William Dickson - On February 15, 2012, a $1.2 million claim was filed alleging that the remediation efforts by the

Tacoma Public Utilities, Tacoma Water, and the City of Tacoma to treat contaminated soils on old Time Oil properties that
william Dickson purchased were Ineffective. Mr, Dickson claims the efforts reduced the value of his property and resulted

In nuisance and trespass by EPA and city entities, Tacoma is currently investigating the claims.
Note 10 Contingent liabilities

Grants

Under the terms of federal and state grants, perfodic audits are required, and certain costs may be questioned as not
being appropriate expenditures under the terms of the grants. Such audits could lead to reimbursement to the
grantor ag City g1 beli disall ifany, will be immaterial.

Note 11 Subsequent events

There are no subsequent events.

Basic Financial Statements. 3-74 The notes 1o the financial statements are an integral part of this statement. The notes 1o the financial statements are an integral part of this statement, Basic Financial Statements, 3-75
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Tacoma Employee’s Retirement System Fund (TERS)

SCHEDULE OF FUNDING PROGRESS: ($ in millions)

Actuarial Actuarial Actuarial Accrued Unfunded Funded Covered UAALasa
Valuation Value of Liability (AAL) = AAL (UAAL) Ratio Payroll Percentage of
Date Assets Entry Age (1) @} " 3) Covered Payroll
(a) (b) (b-a) (c) (b-a/c)

1/1/1995 § 3671 § 39450 $ 274 931% $ 1061 25.8%
1/1/1997 4827 4779 (48) 101.0% 1163 -41%
1/1/1998 5238 515.7 (8.1) 101.6% 116.1 -7.0%
) 1/1/1999 5707 5369 (338) 106.3% 1223 -27.6%
{5) 1/1/1999 5707 5376 (33.1) 106.2% 122.3 -27.1%
{6} 1/1/2001 700.7 605.7 (95.0) 1157% 1334 -712%
1/1/2003 7401 686.8 (533) 107.8% 154.2 -34.6%
1/1/2005 8073 754.3 (530) 107.0% 1725 -30.7%
1/1/2007 10213 895.8 (1255) 114.0% 1750 -717%
1/1/2009 10973 1,002.3 (95.0) 1095% 1974 -48.1%
1/1/2010 10748 1,1329 58.1 94.9% 2196 26.5%

(1) Actuarial present value of benefits less actuarial present value of future normal costs based on Entry Age Actuarial Cost Method.
{2) Actuarial accrued liabilities less actuarial value of assets.
(3} Covered payroll includes paid to all acti p onwhich {butions were made in the year preceding the

valuation date. Covered Payroll differs from Active Member Vaiuation payrofl
(4) A special actuarial valuation was performed as of January 1, 1998, Ordinarily, actuarial are only performed

(5) Results as of January 1, 2009 Actuarial Valuation
(6) January 1,1999 results adjusted for inclusion of benefit percentage in portability, removal of overtime contributions and removal
ofovertime contributions and removal of 90 day waiting period.
Firefighters and Police Pension Fund
SCHEDULE OF FUNDING PROGRESS: {$ in millions)

Firefighters’ Pension Fund

Actuarial Actuarial Acuarial Accrued Unfunded Funded Covered UAALas
Valuation Value of Liability (AAL) AAAL (UAAL) Ratio Payroll Percentage of
Date Assets Entry Age Covered Payroll
(a) (b) (b)-(a) (9 (b-a/c)
1/1/2004 $ 0 $ 39 $ 39 1% $ 0 10933%
1/1/2006 1 38 37 2% 0 12867%
1/1/2008 1 35 34 2% 0 16481%
1/1/2010 1 36 34 3% 0 15176%

Required Supplementary Information, 4-1
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Police Relief and Pension Fund

Acturial Actuarial Actuarial Accured Unfunded Funded Covered UAALasa
Valuation Value of Liability (AAL} AAL (UAAL) Ratio Payroll Percentage of
Date Assets Entry Age Covered Payroll
(a) (b) (b-a) © (b-a/c)
1/1/2004 $ 13 26 $ 25 40% $ 0 31390%
1/1/2006 3 25 22 10.6% - N/A
1/1/2008 3 23 20 134% o N/A
1/1/2010 5 22 17 23.7% o N/A

Other Post Employment Benefit Plan {(OPEB)
SCHEDULE OF FUNDING PROGRESS: ($ in millions)

Tacoma Employee’s Retirement System Fund (TERS)

Acturial Actuarial Actuarial Accured Unfunded Funded  Covered UAALasa
Valuation Value of Liability (AAL) AAL (UAAL) Ratio Payrolt Percentage of
Date Assets Entry Age Covered Payroll
@) (b) (b-a) 3] (b-a/)
1/1/2008 § & $ 3321 § 3321 00% § 187 2887%
1/1/2009 . 3493 3493 0.0% 121 2895%
1/1/2010 - 3493 3493 00% 154 2272%
1/1/2011 - 39.30 39.30 0.0% 1.60 2477%

Law Enforcement Officers and Fire Fighters Retirement System Plan 1 (LEOFF Plan 1)

Acturial Actuarial Actuarial Accured Unfunded Funded Covered UAALas a
Valuation Value of Liability (AAL) AAL (UAAL) Ratio Payroll Percentage of
Date Assets Entry Age Covered Payroll
@) (b) (b-a) (5] (b-a/c)
1/1/2008 § - $ 13099 §$ 130.99 00% $ 7.24 1809%
1/1/2009 - 156.69 156.69 0.0% 6.95 2255%
1/1/2010 o 156.69 156.69 0.0% 744 2107%
1/1/2011 o 19057 19057 0.0% 7.63 2499%

Law Enforcement Officers and Fire Fighters Retirement System Plan 2 (LEOFF Plan 2)

Acturial Actuarial Actuarial Accured Unfunded Funded Covered UAALasa
Valuation Value of Liability (AAL) AAL (UAAL) Ratio Payroll Percentage of
Date Assets Entry Age Covered Payroll
(a) (b) (b-a) © (b-a/c)
1/1/2008 § e $ 1322 §$ 1322 00% $ 0.05 26440%
1/1/2009 o 1239 1239 0.0% 0.11 11371%
1/1/2010 * 12.39 12.39 0.0% 0.17 7330%
1/1/2011 - 16.88 16.88 0.0% 0.25 6785%

Required Supplementary Information. 4-2
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Rail
Acturial Actuarial Actuarial Accured Unfunded Funded Covered UAALasa
Valuation Value of Liability (AAL} AAL (UAAL) Ratio Payroll Percentage of
Date Assets Entry Age Covered Payroll
(a) {b) (b-a) (] (b-a/c)
1/1/2008 $ e $ 071 § 071 00% $ 0.10 682%
1/1/2009 S 116 116 0.0% 0.06 2070%
1/1/2010 a 116 116 0.0% 0.06 1883%
1/1/2011 - 182 182 0.0% 0.10 1677%

Notes to Required Supplementary Information (RSI)

Note 1—Budgetary data

A. General budget policies

The biennial budget is adopted by appropriation ordinance of the Tacoma City Council and may be amended by
subsequent ordinances. Biennial budgets are legally adopted for all governmental fund types. Any comparisons
between budget and actual revenues and expenditures are reported under the GAAP basis. The budget is
adopted with budgetary control at the fund level, so expenditures may not legally exceed appropriations at that
level of detail. Transfers or revisions within funds are administratively allowed, but only City Council has the
legal authority to increase or decrease a given funds biennial budget. While not required by law, the City adopts
budgets for proprietary funds and some selected trust funds. These budgets are "management budgets" and as
such, are not reported in the CAFR.

Although the City is not legally responsible for the Tacoma Community Redevelopment Authority (TCRA), the
City has included certain financial information pertaining to TCRA. The City is not required to report the TCRA,
Foss Waterway Development Authority (FWDA), or the Greater Tacoma Regional Convention Center Public
Facilities District (GTRCCPFD)’s budgets and therefore it is excluded from the budget and actual comparisons.

Encumbrance accounting, under which purchase orders, contracts and other commitments for the expenditure
of moneys are recorded, is employed as an ion of formal budgetary control for governmental fund types,
Encumbrances outstanding at December 31 are reported as restricted, i or d fund bal as
defined by GASB 54. Encumbrances outstanding at the end of the biennium are reappropriated at the beginning
of the next biennium with budget's approval.

B. Budget basis of accounting
All budgets are adopted on a basis i with G Iy A d A ing Principles (GAAP).

C. The budget process

The budget process begins with the City Council making appropriate revisions to the City’s long-term strategic
plan, identifying goals, and setting priorities. In early June, the initial revenue forecast is completed by the Office
of Management, Budget and Analysis {(OMBA) and City departments and agencies begin budget preparation.
Budget requests are due to OMBA in late July. OMBA reviews and revises budget requests in August. The
revenue forecast is refined in early September and a preliminary budget is presented to the Executive Forum in
early October. The preliminary budget is further refined during the month of October.

By Washington State law, the City Council must receive a balanced preliminary budget by November 1st. Public
budget hearings are conducted by the City Council in mid-November. Any changes the Council decides to make
to the preliminary budget are made after the public hearings and before the reading of the budget ordinance in
December. Washington State law requires that the City Council adopt a balanced budget on or before December
31,

Washington State law requires that a mid-biennial review and modification be conducted between Sep
and December 31 of the first year of the biennium. Supplemental budget requests are accepted from
departments during the month of August. R i for the t ium are reviewed and adj d in
early September. The new revenue estimates and the supplemental requests are submitted to the Budget
Committee and the Executive Forum in late b Preliminary modifications are presented to the City

Required Supplementary Information, 4-3
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Manager for review and changes in October. Modifications are submitted to the City Council in early November.
Public hearings are conducted in November. The City Council adopts the amended biennial budget on or before
December 31.

D. Funds presented

Budgetary information is displayed for all funds that are subject to the City’s biennial budget process. The
General and Street Fund's budgetary information is located in the Required Supplementary Information section
on page 4-5 and 4-6. All Non-Major governmental funds budgetary information are located in the Combining
Statements Non-Major Funds section on pages 5-19 to 5-50.

Note 2 Combining statements

The Non-Major Governmental, Proprietary funds and Internal Service funds are displayed in aggregated
columns in the City's fund statements. This section of the report contains combining statements that display the
financial information for these funds, There are separate combining statements for Non-Major Governmental
funds, Non-Major Enterprise funds and the Internal Service funds.

2, ) I’ 44
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2011 Comprehensive Annual Financial Report City of Tacoma, Washington 2011 Comprehensive Annual Financial Report City of Tacoma, Washington
GENERAL FUND STREET FUND
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE - BUDGET TO ACTUAL SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE - BUDGET TO ACTUAL
For the Year Ended December 31, 2011 For the Year Ended December 31, 2011

({amounts expressed in thousands) (amounts expressed in thousands)

APPROVED APPROVED REVISED VARIANCE WITH APPROVED APPROVED REVISED VARIANCE WITH
ORIGINAL BUDGET BUDGET ACTUAL BIENNIUM- APPROVED ORIGINAL BUDGET BUDGET ACTUAL BIENNIUM- APPROVED
2011-2012 2011-2012 TO-DATE THRU REVISED BUDGET 2011-2012 2011-2012 TO-DATE THRU REVISED BUDGET
BIENNIUM BIENNIUM 12/31/2011 OVER (UNDER) BIENNIUM BIENNIUM 12/31/2011 OVER (UNDER)
REVENUES REVENUES

Taxes $ 354,972 § 354972 § 172,989 § (181,983) Taxes $ -3 - $ 17 § 17

Licenses and permits 7,002 7,002 3,242 (3,760} Licenses and permits 443 443 151 (292)

Intergovernmental revenue 19,952 19,932 8,775 (11,157) Intergovernmental revenue 77,475 89,975 37,809 (52,166)

Charges for services 4,712 4,732 1,196 (3,536) Charges for services 4,418 4,418 2,606 (1,812)

Fines and forfeitures 2,261 2,261 724 (1,537) Iﬂ)’ES‘meﬂt earnings 3 - 171 171

Investment earnings 2,832 2,832 1,046 (1,786) Miscellaneous revenues 7,850 7,850 293 (7,557)

Miscellaneous revenues 2,819 2,820 1,060 (1,760) TOTAL REVENUES 90,186 102,686 41,047 (61,639)

TOTAL REVENUES 394,550 394,551 189,032 205,519
AT === — 120551, EXPENDITURES
EXPENDITURES Current: )

Current: Transportation 146,785 182,610 22,790 (159,820)
General government 53,929 52,501 21,578 (30,923) Capital outlay - 142 49,048 48,906
Securlty of persons & property 244,646 245,674 128,370 (117,304) TOTAL EXPENDITURES 146,785 182,752 71,838 (110,914)
Economic environment 31,392 32,193 13,694 (18,499)

Mental and physical health 24,259 2,511 1,354 (1,157) EXCESS (DEFICIENCY) OF REVENUES
Culture and recreation 5.674 27.110 12,845 (14.265) OVER EXPENDITURES 56,509 (80,066) (30,791) 49,275
Capital outlay 2,788 3,100 2,033 (1,067)
Debt service: OTHER FINANCING SOURCES (USES)
Principal retirement 6,030 6,030 - (6,030) Transfer in 40917 40,917 13,107 (27,810)
Interest and fiscal charges - - 13 13 Transfer (out) (850) (850) (247) 603
TOTAL EXPENDITURES 368,718 369,119 179,887 (189,232) Issuance of debt 11,530 32,710 14,986 (17,724)
—r = TOTAL OTHER FINANCE SOURCES(USES) 51,597 72,777 27,846 (44,931)
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES 25,832 25,432 9,145 (16,287) NET CHANGE IN FUND BALANCE (5.002) (7.289) (2.945) 4344
OTHER FINANCING SOURCES (USES) FUND BALANCE - JANUARY 1 10,194 10,194 10,194 .

Sale of capital assets 419 419 - (419) Prior period adjustment o o (2,950) (2,950)

Transfer in 3,603 3,602 1286 (2316) FUND BALANCE - JANUARY 1. RESTATED 10,194 10,194 7,244 (2,950)

Transfer (out) (20.854) (29.854) (16,373} 13,481 FUND BALANCE - DECEMBER 31 $ 5192 $ 2,905_$ 4299 _$ 1,394

TOTAL OTHER FINANCE SOURCES{USES) (25,832) (25,833) (15,087) 10,746
NET CHANGE IN FUND BALANCE - (401 (5.942) (5.541)
FUND BALANCE - JANUARY 1 39,995 39,995 39,995 -

Prior period adjustment - - (318) (318)

FUND BALANCE - JANUARY 1. RESTATED 39,995 39,995 39,677 (318)
FUND BALANCE - DECEMBER 31 $ 39995 _$ 39594 § 33,735 $ (5,859)

Perspective Difference Reconcillation:
ACTUAL FUND BALANCE - GENERAL FUND SCHEDULE
OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCE $ 33,735
The foltowing funds were budgeted as special revenue
funds but do not meet the defination of a special
revenue fund under GASB Statement 54 and therefore
areaccount for within the General Fund:
Contingency Fund #1030 1,117
Unclaimed Property Fund#{1)6330 o

TOTAL FUND BALANCE - GENERAL FUND BALANCE
SHEET FOR GOVENRMENTAL FUNDS s 34852
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CITY OF TACOMA, WASHINGTON
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended December 31, 2011
T 2 3 Z
Federal Agency Name / Other
Pass-Through Agency Name CFDA Identification Expenditures
Program Title Number Number

T 2 3 Z
Federal Agency Name / Other
Pass-Through Agency Name CFDA Identification Expenditures
Program Title Number Number

American Recovery and Reinvestment Act of 2009 - Note 9

Direct

Department of Housing and Urban Development

ARRA-Community Development Block Grant ARRA Entitlement Grants - Note 8A 14.253
14.253
Total CFDA Number-Community Development Block Grant ARRA Entitlement Grants
ARRA-Homelessness Prevention and Rapid Re-Housing Program - Note 8B 14.257
Total CFDA Number-ARRA-Homelessness Prevention and Rapid Re-Housing 14.257

Program

Department of Housing and Urban Development Total

Department of Justice

ARRA-Public Safety Partnership and Community Policing Grants 16.710
Total CFDA Number-ARRA-Public Safety Partnership and Community Policing

Grants 16.710
ARRA-Edward Byrne Memorial Justice Assistance Grant Program to Units of Local
Government 16.804
Program Income-Interest 16.804
Program Income-Expended 16.804
Total CFDA Number-ARRA-Edward Byrne Memorial Justice Assistance Grant
Program to Units of Local Government 16.804
ARRA-Edward Byrne Memorial Competitive Grant Program 16.808
Total CFDA Number-ARRA-Edward Byrne Memorial Competitive Grant Program 16.808

Department of Justice Total

Environmental Protection Agenc
ARRA-Br Job Training C e Agreement 66.815
Total CFDA Number-ARRA-Brownfields Job Training Cooperative Agreements 66.815
Environmental Protection Agency Total
Department of Energy
ARRA-Renewable Energy Research and Development Recovery 81.087
Total CFDA Number-ARRA-Renewable Energy Research and Development Recovery 81.087
ARRA-Energy Efficiency and Conservation Block Grant Program (EECBG) - Note 8C
81.128

Total CFDA Number-ARRA-Energy Efficiency and Conservation Block Grant 81.128
Program (EECBG) .
ARRA - Energy Efficiency and Renewable Energy Technology Deployment,
Demonstration and Commercialization - Note 6A 81.129
Total CFDA Number-ARRA-Energy Efficiency and Renewable Energy Technology 81.129

Deployment, Demonstration and Commercialization

Department of Energy Total

American Recovery and Reinvestment Act Direct Total

B-09-MY-53-0007

S-09-MY-53-0003

2009-RJ-WX-0087

2009-SB-B9-1674
2009-SB-B9-1674
2009-SB-B9-1674

2009-SB-B9-0148

2J-00J03901, JT-00J48001

DE-EE0002669

DE-FOA-0000013

DE-EE0003391

35,899
35,899

550,786
550,786

586,685

642,978
642,978

267,361
12,874
12,874

293,109

1,264,281

1,264,281

139,121
139,121

139,121

2,756,432

2,756,432

846,709
846,709

57,975

57,975

3,661,116

6,587,290
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Indirect

Department of Housing and Urban Development

Pass Through Washington State Department of Commerce
ARRA-Community Development Block Grants/State's Program 14.228
Total CFDA Number-ARRA-Community Development Block Grants/State's Program

14.228
ARRA-Lead-Based Paint Hazard Control in Privately-Owned Housing 14.900
Total CFDA Number-ARRA-Lead-Based Paint Hazard Control in Privately-Owned 14.900

Housing
Department of Housing and Urban Development Total

Environmental Protection Agency

Pass Through Puget Sound Clean Air Agency
ARRA-National Clean Diesel Emissions Reduction Program 66.039

Total CFDA Number-ARRA-National Clean Diesel Emissions Reduction Program 66.039

Pass Through Washington State Department of Ecology

ARRA-Green Project Reserve-ARRA Storm Pipe Retrofit Loan-Capitalization Grants for
Clean Water State Revolving Funds 66.458
Total CFDA Number-ARRA-Capitalization Grants for Clean Water State Revolving

Funds 66.458
Pass Through Washington State Department of Commerce-Public Works Board
ARRA-Capitalization Grants for Clean Water State Revolving Funds - 2009 - Note 4A(1)

66.468
ARRA-Capitalization Grants for Clean Water State Revolving Funds - 2010 - Note 4A(2)

66.468
Total CFDA Number-ARRA-Capitalization Grants for Clean Water State Revolving 66.468

Funds

Environmental Protection Agency Total

Department of Energy

Pass Through Puget Sound Clean Air Agency
ARRA-Conservation Research and Development Recovery 81.086
Total CFDA Number-ARRA-Conservation Research and Development Recovery

81.086
Pass Through Puget Sound Clean Air Agency
ARRA-Renewable Energy Research and Development 81.087
Pass Through Chargepoint America
ARRA-Renewable Energy Research and Development - Note 6A

81.087
Total CFDA Number-ARRA-Renewal Energy Research and Development 81.087

Department of Energy Total

08-F6401-022

F09-432AR-430

96094801

11000007

DR09-952-074 - 2011 draw

DM10-952-026 - 2011 draw

DE-E0002020

DE-EE0002020

DE-EE0002020

188,400
188,400

48
48

188,448

2,365,427

2,365,427

2,716
2,716

524,023

5,460,000
5,984,023

8,352,166

126,245
126,245

408,949

22,500
431,449

557,694
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CITY OF TACOMA, WASHINGTON CITY OF TACOMA, WASHINGTON
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended December 31, 2011 For the Year Ended December 31, 2011
1 2 3 4 1 2 3 4
Federal Agency Name / Other Federal Agency Name / Other
Pass-Through Agency Name CFDA Identification Expenditures Pass-Through Agency Name CFDA Identification Expenditures
Program Title Number Number Program Title Number Number
Department of Health and Human Services Department of Housing and Urban Development

Pass Through WA State Child Care Resource & Referral Network Direct

ARRA-Child Care and Development Block Grant 93.713 N/A 28.957 Community Development Block Grant Yr. 35 - Note 8D 14.218 B-09-MC-53-0007 758,899

Total CFDA Number-ARRA-Child Care and Development Block Grant 93.713 28,957 Community Development Block Grant Yr. 36 - Note 8E 14218 B-10-MC-53-0007 1,446,344

Program Income-Interest 101,960

Program Income-Expended 101,960
Total CFDA Number-Community Development Block Grants/Entitlement Grants

Department of Health and Human Services Total

American Recovery and Reinvestment Act Indirect Total 14.218 2,409,163
American Recovery and Reinvestment Act Total - Note 9 Special Purpose Grant 1995-BRLF-Community Development Block Grants/Technical
" . Assistance Program 14.227 WA-19-SPG-501 5830
Office of Drug Control Policy Total CFDA Number-Community Development Block Grants/Technical Assistance 14207 5.830
Pass Through Pierce County Program
Nutrition Services NW HIDTA » 07.570 17PNWP518Z 6,087 Emergency Shelter Program 2010 - Note 8F 14.231 S-10-MC-53-0003 79,362
Total CFDA Number-Nutrition Services NW HIDTA 07.570 6,087 Emergency Shelter Program 2011 - Note 8G 14231 E-11-MC-53-0003 55,237
Office of Drug Control Policy Total 6087 Total CFDA Number-Emergency Shelter Grants Program 14.231 134,599
Department of Agriculture Home Investment Pannersh!ps Program Grant-2008-Note 8H 14.239 M-08-DC-53-0206 1,186,786
Home Investment Partnerships Program Grant-2009-Note 8l 14.239 M-09-DC-53-0206 1,057,643
Pass Through Washington State Department of Natural Resources Total CFDA Number-Home Investment Partnerships Program 14.239 2244429
Cooperative Forestry Assistance 10.664 |AA-10-338/K244-07-DG-599 25,000
Total CFDA Number-Cq ative F try Assist 10.664 25,000 .
N umber-Looperative Foresiry Assistance Community Development Block Grants-Section 108 Loan Guarantees - Note 4B 14248
Department of Agriculture Total 25,000 . . .
Fair Housing Assistance Program State and Local 2010 14.401 FF-210K-10-1007 (185)
Department of Commerce Fair Housing Assistance Program State and Local 2011 14.401 FF-210K-11-1007 94,904
Program Income (Fair Housing Conference Registration Fees) 14.401 FF-210K-11-1007 19,545
Pass Through Pierce County Program Income-Expended 14.401  FF-210K-11-1007 19,545
Public Safety Interoperable Communications Grant Program 11.555 2007-10-T8-0027 30,834 Total CFDA Number-Fair Housing Assistance Program State and Local
Total CFDA Number-Public Safety Interoperable Communications Grant Program 14.401 133,809
11.555 30,834
[ Department of Housing and Urban Development Direct Total 4,927,830
Department of Commerce Total 30,834
Indirect
Department of Defense
Pass Through Pierce County
Pass Through National Association of Child Care Resource and Referral Agency-Cost Community Development Block Grant - 2010 14.218 B-10-UC-53-0002 2,500
Reimbursement Contract Total CFDA Number-Community Development Block Grants/Entitlement Grants 14218 2500
Army Child Care in Your Neighborhood 12.999 N/A 185,221 - ’
Total CFDA Number-Army Child Care in Your Neighborhood
12.999 185,221 Pass Through Puget Sound Regional Council
Sustainable Communities Regional Planning Grant Program - 2011
Pass Through National Association of Child Care Resource and Referral Agency-Cost 14.703 WARIP0042-10 87,446
Reimbursement Contract Total CFDA Number-Sustainable Communities Regional Planning Grant Program 14.703 87,446
DOD Enhanced Child Care Referral 12.999 N/A 9,340 . b
Total CFDA Number-DOD Enhanced Child Care Referral 12.999 9,340
Department of Housing and Urban Development Indirect Total 89,946
Pass Through National Association of Child Care Resource and Referral Agency-Cost
Reimbursement Contract Department of Housing and Urban Development Total
USAF Family Member Program Respite Care 12.999 N/A 4,153 D t t of the Interi
- Department of the Interior
Total CFDA Number-USAF Family Member Program Respite Care 12.999 4153 epartment of the Interior

Fish & Wildlife Service

Department of Defense Total Pass Through Washington State Recreation & Conservation Office

Boating Infrastructure Grant - North Moorage Float 15.622 Y-14-D-18-1304D 178,307
Total CFDA Number-Boating Infrastructure Grant 15.622 178,307

Department of the Interior Total
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CITY OF TACOMA, WASHINGTON
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended December 31, 2011
T 2 3 Z
Federal Agency Name / Other
Pass-Through Agency Name CFDA Identification Expenditures
Program Title Number Number

1 2 3 4
Federal Agency Name / Other
Pass-Through Agency Name CFDA Identification Expenditures
Program Title Number Number

Department of Justice
Direct

Edward Byrne Memorial State and Local Law Enforcement Assistance Discretionary

Grants Program 16.580 2007-DJ-BX-0930
Program Income-Interest 16.580 2007-DJ-BX-0930
Program Income-Expended 16.580 2007-DJ-BX-0930
Total CFDA Number-Edward Byrne Memorial State and Local Law Enforcement
Assistance Discretionary Grants Program 16.580
Edward Byrne Memorial Justice Assistance Grant Program 16.738 2008-DJ-BX-0400
Program Income-Interest 16.738 2008-DJ-BX-0400
Program Income-Expended 16.738 2008-DJ-BX-0400
Edward Byrne Memorial Justice Assistance Grant Program 16.738 2009-DJ-BX-0527
Program Income-Interest 16.738 2009-DJ-BX-0527
Program Income-Expended 16.738 2009-DJ-BX-0527
Edward Byrne Memorial Justice Assistance Grant Program - Note 8J 16.738 2010-DJ-BX-0619
Program Income-Interest 16.738 2010-DJ-BX-0619
Program Income-Expended 16.738 2010-DJ-BX-0619
Edward Byrne Memorial Justice Assistance Grant Program- Note 8K 16.738 2011-DJ-BX-3162
Program Income-Interest 16.738 2011-DJ-BX-3162
Program Income-Expended 16.738 2011-DJ-BX-3162
Edward Byrne Memorial Justice Assistance Grant 16.738 N/A
Total CFDA Number-Edward Byrne Memorial Justice Assistance Grant 16.738
Drug Enforcement Administration (DEA)

Cost Reimbursement Contracts

DEA - Tactical Diversion Task Force Prescription Fraud 16.999 N/A

DEA - Tacoma Regional Task Force Agreement 16.999 N/A

DEA - Tactical Diversion Task Force Prescription Drug 16.999 N/A

DEA - Organized Crime Drug Enforcement Task Force 16.999 PA-WAW-0218
Total CFDA Number-Drug Enforcement Administration Cost Reimbursement 16.999
Contract :

Federal Bureau of Investigation (FBI

Cost Reimbursement Contracts

FBI - Pacific NW FBI Innocence Lost Task Force 16.999 N/A

FBI - Pierce County Violent Crimes Task Force 16.999 N/A
Total CFDA Number-Federal Bureau of Investigation Cost Reimbursement Contract 16.999

Department of Justice Direct Total

Indirect

Pass Through Washington State Department of Social and Health Services - Juvenile

Rehabilitation Administration

Juvenile Accountability Incentive Block Grant - Note 8L 16.523 0664-98463-05
Total CFDA Number-Juvenile Accountability Incentive Block Grant 16.523

Pass Through Pierce County Sheriff
Violence Against Women Formula Grant 16.588 N/A
Total CFDA Number-Violence Against Women Formula Grant 16.588

93,677

82,701
699
699

64,868
2,229
2,229

303,589
3,668
3,668

194,605
5,048
5,048

13,757

682,808

6,277
21,935
19,539

483

48,234

7,449
5,373

12,822

21,903
21,903

7,551
7,551
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Pass Through WASPC & Pierce County Sheriff
Community Prosecution and Project Safe Neighborhoods (Anti-Gang Initiative)

16.609
Total CFDA Number-Community Prosecution and Project Safe Neighborhoods 16.609
Pass Through WASPC & Pierce County Sheriff:
Edward Byrne Memorial Justice Assistance Grant Program 16.738
Gang Emphasis 16.738
Gang Investigations 16.738
Gang Enforcement Initiative 16.738
Edward Byrne Memorial Justice Assistance Grant Program 16.738
Total CFDA Number-Edward Byrne Memorial Justice Assistance Grant Program 16.738
Department of Justice Indirect Total
Department of Justice Total

Department of Transportation

Direct

Federal Railroad Administration
Railroad Development (Rail Line Improvements) 20.314
Total CFDA Number-Railroad Development 20.314

Department of Transportation Direct Total

Federal Highway Ad ration

Indirect
Pass Through Washington State Department of Transportation
Tyler Street (S.38th-56th Sts) 20.205
Tyler Street (S. 38th St to S. 56th St) 20.205
Prairie Line Trail 20.205
Lincoln Avenue Bridge & Overlay 20.205
Pacific Avenue Streetscape 20.205
25th St S. Corridor Signal Improvements 20.205
LINK Light Rail Pedestrian Improvements 20.205
South Tacoma Way Corridor Multimodal Imp 20.205
Portland Avenue (E. 29th St - E.56th St) 20.205
South Tacoma Way (Pine St - S. 38th St) 20.205
Pavement Management System Improvement & Integration 20.205
Pacific Ave Safety & Mobility Improvements 20.205
Stadium Way (S. 9th St - N. 1st St) 20.205
2008 Sidewalk Reconstruction Project 20.205
Thea Foss Waterway Esplanade - Site 1 20.205
Foss Harbor Esplanade - Site 11 (Phase 1) 20.205
Pedestrian & Bicycle Safety Xing Signals 20.205
Murray Morgan Bridge Rehabilitation - Note 10 20.205
2011 Sidewalk Reconstruction Project 20.205
Foss Harbor Esplanade Site 11 (Phase 2) 20.205
Historic Water Ditch Trail - Phase Il 20.205
Thea Foss Waterway Study 20.205
Total CFDA Number-Highway Research and Development 20.205

2007-PG-BX-0031

N/A
N/A
N/A
2009-DJ-BX-0527
N/A

WA278

STPUL-2971(002)
STPUL-2971(002)
STPE-1280(084)
P-STPUL-TA96(314)
STPD-3081(004)
HSIP-3240(001)
CM-9927(045)
STPUL-2977(088)
STPUL-3133 (006)
STPUL-2977(004)
STPUS-1280(030)
STUL-3081(003)
STPUL-3073(003)
CM-9927(048)
CM-1280(029)
STPE-1280(031)
HLP-PBO9 (007)
STP-STPUL-3268 (003)
CM-9927(051)
STPE-1280(035)
STPUL-9927(052)
TCSP-TCO3 (002) LA-5607

4,428
4,428

38,201
10,040
12,213
9,575
805

70,834

104,716

137,758
70,685

362,603
54,504
1,981
11,211
97
12,838
746,660
72,368
14,257
43,584
13,205
27,418,166
36,639
24,266
89,931
97,795

32,606,364
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SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended December 31, 2011 For the Year Ended December 31, 2011
1 2 3 4 1 2 3 4
Federal Agency Name / Other Federal Agency Name / Other
Pass-Through Agency Name CFDA Identification Expenditures Pass-Through Agency Name CFDA Identification Expenditures
Program Title Number Number Program Title Number Number
. o Child Care and Development Block Grant 93.575 N/A 79,951
Pass Through Washington State Traffic Safety Commission Program Income 93.575 N/A 9,587
State and Community Highway Safety 20.600 AI10-03 (488; Program Income Expenditures 93.575 N/A 9,587
Total CFDA Number-State and Community Highway Safety 20.600 (488)

. - Total CFDA Number-Child Care and Development Block Grant
Alcohol Impaired Driving Countermeasures Incentive Grants | 20.601 N/A 62,139 93.575 216,892

Total CFDA Number-Alcohol Impaired Driving Countermeasures Incentive Grants | 20,601 62.139
: ! Pass Through Tacoma-Pierce County Health Department

National Bioterrorism Hospital Preparedness Program 93.889 N/A 273

Total CFDA Number-National Bioterrorism Hospital Preparedness Program 93.889 273

Department of Transportation Indirect Total

Department of Transportation Total

: . Department of Health and Human Services Total
Equal Employment Opportunity Ct on

Employment Discrimination Title VII of the Civil Rights Act of 1964 (Fair Employment Department of Homeland Securit

2010) 30.001  EECCN090064 11,147 Direct
Employment Discrimination Title VII of the Civil Rights Act of 1964 (Fair Employment
2011) 30.001 EECCNO090064 15,999 Assistance to Firefighters Grant (SAFER 2010) 97.044 EMW-2010-FH-01042 652,200
Total CFDA Number-Employment Discrimination Title VIl of the Civil Rights Act of 30.001 27146 Assistance to Firefighters Grant (Driving Simulator) 97.044 EMW-2010-FO-09988 83
1964 . ’ Assistance to Firefighters Grant (Fire Exhaust System) 97.044 EMW-2009-FO-06693 431,041
- Total CFDA Number-Assistance to Firefighters Grant 97.044 1,083,324
Equal Employment Opportunity C 1 Total 27,146
Department of Homeland Security Direct Total 1,083,324
National Endowment for the Arts
Indirect
Promotion of the Arts-Grants to Organizations and Individuals - Note 8M 45.024 11-6200-7015 10,000 Washington State Military Department
Promotion of the Arts-Grants to Organizations and Individuals - Note 8N 45.024  10-4229-7089 18,750 National Urban Search and Rescue (US&R) Response System - Hurricane Irene EMAC
— Deployment 97.025 N/A 228
Total CFDA Number-Promotion of the Arts-Grants to Organizations and Individuals 45.024 28,750 Total CFDA Number-National Urban Search and Rescue (US&R) Response System 97.025 208
National Endowment for the Arts Total
Federal Emergency Management Administration - January 2009 Disaster FD-1817-DR-WA, 30-581,
Institute Of Museum and Library Services, National Foundation on the Humanities 97.036 41-1369 368,415
Total CFDA Number-Disaster Grants-Public Assistance (Presidentially Declared 97.036 368,415
Disasters)
Pass Through Washington State Library
Library Service and Technology Act Grant Agreement- Grants to States Emergency Management Performance Grant (EMPG) 97.042 E10-307 95,991
45.310 1G-12/118 2,000 Emergency Management Performance Grant (EMPG) 97.042 E12-082 32,590
Total CFDA Number-Library Service and Technology Act Grant Agreement-Grants 45.310 2,000 Total CFDA Number-Emergency Management Performance Grants 97.042 128,581
To States
Total Institute of Museum and Library Services, National Foundation on the Humanities 2,000 Metro Medical Response Systems 97.071 E09-231 110,687
X Metro Medical Response Systems 97.071 E09-054 12,549
Environmental Protection Agency Total CFDA Number-Metro Medical Response Systems 97.071 123,236
Pass through King County Washington State Military Department Indirect Total 620,460
Puget Sound Watershed Management Assistance 66.120 PO00J09001-1 76,362
Pierce County Department of Emergency Management
Pass Through Washington State Department of Commerce-Public Works Board
National Urban Search and Rescue (US&R) Response System 97.025 2009-SR-24-K011 2,508
Puget Sound Watershed Management Assistance 66.120 P0O00J09301-1 2,420 National Urban Search and Rescue (US&R) Response System 97.025 EMW-2008-CA-150 795
Total CFDA Number-National Urban Search and Rescue Response System 97.025 3303
Total CFDA Number-Puget Sound Watershed Management Assistance . »
66.120 78.782
. . Port Security Grant Program 97.056 N/A 13,209
Environmental Protection Agency Total Total CFDA Number-Port Security Grant Program 97.056 13,209
Department of Health and Human Services
Pass Through Washington State Child Care Resource & Referral Network
Child Care and Development Block Grant 93.575 N/A 89,477
Program Income 93.575 N/A 14,145
Program Income Expenditures 93.575 N/A 14,145
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1 2 3 4
Federal Agency Name / Other
Pass-Through Agency Name CFDA Identification Expenditures
Program Title Number Number
Homeland Security Grant Program (UASI) 97.067 2009-SS-T9-0015 18,968
Homeland Security Grant Program (State Homeland Security) 97.067 2008-GE-T8-0038 34,152
Homeland Security Grant Program - Seattle UASI 97.067 FUASI09 27,997
Homeland Security Grant Program 97.067 N/A 24,028
Homeland Security Grant Program 97.067 2008-GE-T8-0038 E09-150 (2,001)
Homeland Security Grant Program - Note 6B 97.067 N/A 77,845
Homeland Security Grant Program - Note 6B 97.067 N/A 501,405
Homeland Security Grant Program (CERT) 97.067 N/A 17,776
Homeland Security Grant Program - Tacoma & Lakewood Exercise
97.067 N/A 1,432
Total CFDA Number-Homeland Security Grant Program 97.067 701,602
Pierce County Dept of Emergency Management Indirect Total 718,114
Indirect Washington State Parks and Recreation C ission
U.S. Coast Guard Boating Safety Financial Assistance - Cost Reimbursement Contract
97.012 N/A 35,690
Total CFDA Number-U.S. Coast Guard Boating Safety Financial Assistance 97.012 35,690

Department of Homeland Security Indirect Total

Department of Homeland Security Total
TOTAL FEDERAL ASSISTANCE

57,596,177
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Notes to the Schedule of Expenditures of Federal Awards
For the Year Ended December 31, 2011

NOTE 1 - BASIS OF ACCOUNTING

This schedule is prepared on the same basis of accounting as the City of Tacoma's financial
statements. The City of Tacoma uses the modified accrual basis of accounting.

NOTE 2 - PROGRAM COSTS

The amounts shown as current year expenditures represent only the federal award portion of
the program costs. Entire program costs, including the City of Tacoma's portion, may be more
than shown.

NOTE 3 - REVOLVING LOAN - PROGRAM INCOME - N/A

NOTE 4A - FEDERAL LOANS

(1) In 2009 Tacoma Water was provided a $5,984,022 ARRA loan to improve its drinking water
system by the Washington State Department of Commerce - Public Works Board as a pass
through from the Environmental Protection Agency. $524,023 was drawn in 2011.

(2) In 2010 Tacoma Water was provided a $5,460,000 ARRA loan to Reconstruct the McMillin
Reservoir by the Washington State Department of Commerce - Public Works Board as a pass
through from the Environmental Protection Agency. $5,460,000 was drawn in 2011.

The amount listed for each loan includes just the amounts drawn in the current year. Both the
current year and prior year loans are also reported on Tacoma Water's Schedule of Long-Term
Liabilities.

NOTE 4B - FEDERAL LOAN GUARANTEES

Section 108 Loan from the US. Department of Housing and Urban Development (CFDA 14.248)
in the amount of $3,600,000 was loaned to the LeMay Museum. The loan term is May 2010 -
August 2017.

Section 108 Loan approved by the U.S. Department of Housing and Urban Development (CFDA
14.248) in the amount of $3,904,000 to Horizon Holdings will not be issued until 2012.

The City of Tacoma participates in the U.S. Department of Housing and Urban Development
(HUD) Section 108 Loan Guarantee Program in order to leverage large economic development
projects. Funds must be used for activities that meet national Community Development Block
Grant (CDBG) objectives and all applications are reviewed and approved by HUD. The City is
able to borrow up to five times its annual CDBG allocation at very low interest rates, and in turn
lend the funds for eligible projects. The Block Grant is the source of the guarantee. No City
funds are pledged to the 108 loan.

The Bank of New York Mellon serves as the City’s Custodian under a Custodial Agreement,
disbursing the Section 108 funds to borrowers, receiving loan repayments from the borrowers,
and remitting the City’s loan repayments to HUD.
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NOTE 5 - NONCASH AWARDS - VACCINATIONS - N/A

NOTE 6 - NONCASH AWARDS - EQUIPMENT AND SUPPLIES

6A - Equipment and supplies purchased with Department of Energy funds by Coulomb
Technologies. The amount reported on the schedule is the value of the property on the date it
was received by the City and priced by the vendor.

6B - Equipment and supplies purchased with Homeland Security funds by the State of
Washington or Pierce County. The amount reported on the schedule is the value of the
property on the date it was received by the City and priced by the purchasing agency. Office of
Drug Control Policy agency also provided and priced the equipment and supplies.

NOTE 7 - INDIRECT COST RATE - NA

NOTE 8 - AMOUNTS AWARDED TO SUBRECIPIENTS

Included in the total amounts expended reported on previous pages are the following amounts
passed through to subrecipients who administered their own projects:

Note Number ~ Amount CFDA Identification Number
8A 35,899 ARRA 14.253 B-09-MY-53-0007
8B 535,509 ARRA 14.257 S-09-MY-53-0003
8C 241,562 ARRA 81.128 DE-FOA-0000013
8D 353,833 14.218 B-09-MC-53-0007
8E 1,002,676 14.218 B-10-MC-53-0007
8F 69,137 14.231 S-10-MC-53-0003
8G 54,477 14.231 E-11-MC-53-0003
8H 1,160,915 14.239 M-08-DC-53-0206
8l 978,825 14.239 M-09-DC-53-0206
8] 248,232 16.738 2010-DJ-BX-0619
8K 199,653 16.738 2011-DJ-BX-3162
8L 21,903 16.523 0664-98463-05
8M 7,550 45.024 11-6200-7015
8N 18,750 45.024 10-4229-7089

NOTE 9 - AMERICAN RECOVERY AND REINVESTMENT ACT (ARRA) OF 2009

Includes expenditures for programs funded by ARRA.

NOTE 10 - COMMINGLED FUNDING

Funding for the Murray Morgan Bridge Rehabilitation project is a mix of federal (USDOT Federal
Highway Administration) and state (Washington State Department of Transportation) money.
Cannot identify the federal / state portions of the funding because it is all passed through the
state.

ABOUT THE STATE AUDITOR'S OFFICE

The State Auditor's Office is established in the state's Constitution and is part of the executive
branch of state government. The State Auditor is elected by the citizens of Washington and serves
four-year terms.

Our mission is to work with our audit clients and citizens as an advocate for government
accountability. As an elected agency, the State Auditor's Office has the independence necessary to
objectively perform audits and investigations. Our audits are designed to comply with professional
standards as well as to satisfy the requirements of federal, state, and local laws.

The State Auditor's Office employees are located around the state to deliver services effectively and
efficiently.

Our audits look at financial information and compliance with state, federal and local laws on the part
of all local governments, including schools, and all state agencies, including institutions of higher
education. In addition, we conduct performance audits of state agencies and local governments and
fraud, whistleblower and citizen hotline investigations.

The results of our work are widely distributed through a variety of reports, which are available on
our Web site and through our free, electronic subscription service.

We take our role as partners in accountability seriously. We provide training and technical

assistance to governments and have an extensive quality assurance program.

State Auditor Brian Sonntag, CGFM
Chief of Staff Ted Rutt
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