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* CUSIP® is a registered trademark of the American Bankers Association.  CUSIP Global Services (“CGS”) is managed on 

behalf of the American Bankers Association by S&P Global Market Intelligence.  Copyright© 2017 CUSIP Global 
Services.  All rights reserved. CUSIP® data herein is provided by CUSIP Global Services.  This data is not intended to 
create a database and does not serve in any way as a substitute for the CGS database.  CUSIP® numbers are provided for 
convenience of reference only.  None of the Port, the Underwriters or their agents or counsel assumes responsibility for the 
accuracy of such numbers. 

** Priced to the par call date of May 1, 2027. 

Port of Seattle 
$16,705,000 

Intermediate Lien Revenue Refunding Bonds, Series 2017A (Non-AMT) 
 

Due 
(May 1) Principal Amount Interest Rate Yield Price CUSIP* No. 

2027 $  8,145,000 5.00% 2.13% 125.009% 735389YL6 
2028 8,560,000 5.00 2.26 123.725** 735389YM4 

 
 

Port of Seattle 
$264,925,000 

Intermediate Lien Revenue Refunding Bonds, Series 2017B (Taxable) 
 

Due Principal Amount Interest Rate Yield Price CUSIP* No. 
11/01/2017 $  1,880,000 1.270% 1.270% 100.000% 735389YN2 
05/01/2018 7,210,000 1.500 1.500 100.000 735389YP7 
05/01/2019 7,270,000 1.894 1.894 100.000 735389YQ5 
05/01/2020 15,295,000 2.007 2.007 100.000 735389YR3 
05/01/2021 15,865,000 2.230 2.230 100.000 735389YS1 
05/01/2022 16,485,000 2.430 2.430 100.000 735389YT9 
05/01/2023 17,160,000 2.636 2.636 100.000 735389YU6 
05/01/2024 17,885,000 2.836 2.836 100.000 735389YV4 
05/01/2025 3,945,000 2.971 2.971 100.000 735389YW2 
05/01/2026 4,325,000 3.071 3.071 100.000 735389YX0 
05/01/2027 1,325,000 3.171 3.171 100.000 735389YY8 
05/01/2028 815,000 3.321 3.321 100.000 735389YZ5 
05/01/2029 6,170,000 3.371 3.371 100.000 735389ZA9 
05/01/2030 6,650,000 3.421 3.421 100.000 735389ZB7 
05/01/2031 16,830,000 3.471 3.471 100.000 735389ZC5 
05/01/2032 22,790,000 3.571 3.571 100.000 735389ZD3 

$103,025,000, 3.755% Term Bonds, due May 1, 2036 
(Yield of 3.755% & Price of 100.00), CUSIP* No. 735389ZE1  



     
* CUSIP® is a registered trademark of the American Bankers Association.  CUSIP Global Services (“CGS”) is managed on 

behalf of the American Bankers Association by S&P Global Market Intelligence.  Copyright© 2017 CUSIP Global 
Services.  All rights reserved. CUSIP® data herein is provided by CUSIP Global Services.  This data is not intended to 
create a database and does not serve in any way as a substitute for the CGS database.  CUSIP® numbers are provided for 
convenience of reference only.  None of the Port, the Underwriters or their agents or counsel assumes responsibility for the 
accuracy of such numbers. 

** Priced to the par call date of May 1, 2027. 

Port of Seattle 
$313,305,000 

Intermediate Lien Revenue Bonds, Series 2017C (AMT) 
 

Due 
(May 1) Principal Amount Interest Rate Yield Price CUSIP* No. 

2019 $  1,060,000 5.00% 1.17% 106.395% 735389ZF8 
2020 7,410,000 5.00 1.30 109.753 735389ZG6 
2021 7,790,000 5.00 1.44 112.752 735389ZH4 
2022 8,190,000 5.00 1.53 115.649 735389ZJ0 
2023 8,610,000 5.00 1.68 117.946 735389ZK7 
2024 9,055,000 5.00 1.85 119.737 735389ZL5 
2025 9,515,000 5.00 2.04 120.969 735389ZM3 
2026 10,005,000 5.00 2.23 121.773 735389ZN1 
2027 10,515,000 5.00 2.43 122.069 735389ZP6 
2028 11,050,000 5.00 2.56 120.821** 735389ZQ4 
2029 11,620,000 5.00 2.69 119.588** 735389ZR2 
2030 12,215,000 5.00 2.81 118.463** 735389ZS0 
2031 12,845,000 5.00 2.89 117.720** 735389ZT8 
2032 13,510,000 5.00 2.96 117.074** 735389ZU5 
2033 14,195,000 5.00 3.02 116.524** 735389ZV3 
2034 14,920,000 5.00 3.08 115.977** 735389ZW1 
2035 15,680,000 5.00 3.11 115.705** 735389ZX9 
2036 16,490,000 5.00 3.14 115.433** 735389ZY7 
2037 17,340,000 5.00 3.16 115.253** 735389ZZ4 

$51,290,000 5.00% Term Bonds, due May 1, 2042 
(Yield of 3.23% & Price of 114.623%**), CUSIP* No. 735389A24 

$50,000,000 5.25% Term Bonds, due May 1, 2042 
(Yield of 3.14% & Price of 117.508%**), CUSIP* No. 735389A32 

 
 

Port of Seattle 
$93,230,000 

Intermediate Lien Revenue Bonds, Series 2017D (AMT) 
 

Due 
(May 1) Principal Amount Interest Rate Yield Price CUSIP* No. 

2018 $  2,490,000 5.00% 1.09% 102.685% 735389A40 
2019 8,190,000 5.00 1.17 106.395 735389A57 
2020 8,615,000 5.00 1.30 109.753 735389A65 
2021 9,035,000 5.00 1.44 112.752 735389A73 
2022 9,515,000 5.00 1.53 115.649 735389A81 
2023 10,000,000 5.00 1.68 117.946 735389A99 
2024 10,505,000 5.00 1.85 119.737 735389B23 
2025 11,050,000 5.00 2.04 120.969 735389B31 
2026 11,620,000 5.00 2.23 121.773 735389B49 
2027 12,210,000 5.00 2.43 122.069 735389B56 



 

   

* This inactive textual reference to the Port’s website is not a hyperlink, and the Port’s website, by this 
reference, is not incorporated herein. 
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No dealer, broker, sales representative or other person has been authorized by the Port to give any information or to 
make any representations with respect to the Series 2017 Bonds, other than those contained in this Official 
Statement, and if given or made, such other information or representations must not be relied upon as having been 
authorized by the Port.  This Official Statement does not constitute an offer to sell or the solicitation of an offer to 
buy, nor shall there be any sale of the Series 2017 Bonds by any person in any jurisdiction in which it is unlawful for 
such person to make such offer, solicitation or sale. 

The Underwriters have provided the following sentence for inclusion in this Official Statement.  The Underwriters 
have reviewed the information in this Official Statement in accordance with, and as a part of, their respective 
responsibilities to investors under the federal securities laws as applied to the facts and circumstances of this 
transaction, but the Underwriters do not guarantee the accuracy or completeness of such information. 

The information set forth herein has been obtained by the Port from Port records and from other sources that are 
believed by the Port to be reliable.  The information and expressions of opinion herein are subject to change without 
notice, and neither the delivery of this Official Statement nor any sale of the Series 2017 Bonds shall, under any 
circumstances, create any implication that there has been no change in the affairs of the Port since the date hereof. 

This Official Statement is not to be construed as a contract or agreement between the Port and purchasers or owners 
of any of the Series 2017 Bonds. 

Neither the Port’s independent auditors nor any other independent accountants have compiled, examined, or 
performed any additional procedures with respect to the financial information contained herein, nor have they 
expressed any opinion or any other form of assurance on such information or its achievability, and they assume no 
responsibility for, and disclaim any association with, the financial information. 

The initial public offering prices or yields set forth on the inside cover pages hereof may be changed from time to 
time by the Underwriters.  The Underwriters may offer and sell the Series 2017 Bonds to certain dealers, unit 
investment trusts or money market funds at prices lower than or at yields higher than the public offering prices or 
yields stated on the inside cover pages hereof. 

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITERS MAY OVERALLOT OR EFFECT 
TRANSACTIONS THAT STABILIZE OR MAINTAIN THE MARKET PRICES OF THE SERIES 2017 BONDS 
AT LEVELS ABOVE THOSE WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET.  SUCH 
STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME. 

Certain statements contained in this Official Statement, including the appendices, reflect not historical facts 
but forecasts and “forward-looking statements.”  No assurance can be given that the future results discussed 
herein will be achieved, and actual results may differ materially from the forecasts described herein.  In this 
respect, the words “estimate,” “project,” “anticipate,” “expect,” “intend,” “forecast” and “believe” and 
similar expressions are intended to identify forward-looking statements.  All projections, forecasts, 
assumptions and other forward-looking statements are expressly qualified in their entirety by the cautionary 
statements set forth in this Official Statement.  All forward-looking statements inherently are subject to a 
variety of risks and uncertainties that could cause actual results or performance to differ materially from 
those that have been forecast, estimated or projected.  Such risks and uncertainties include, among others, 
changes in regional, domestic and international political, social and economic conditions, federal, state and 
local funding, statutory and regulatory actions, litigation, population changes, financial conditions of tenants 
and/or other users of Port or Seaport Alliance facilities, technological change and various other events, 
conditions and circumstances, many of which are beyond the control of the Port.  
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Intermediate Lien Revenue 
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(Non-AMT) 
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INTRODUCTION 

The purpose of this Official Statement, which includes the cover page, inside cover pages, table of contents and 
appendices, is to provide information concerning the issuance by the Port of Seattle (the “Port”) of $16,705,000 of 
its Intermediate Lien Revenue Refunding Bonds, Series 2017A (Non-AMT) (the “Series 2017A Bonds”), 
$264,925,000 of its Intermediate Lien Revenue Refunding Bonds, Series 2017B (Taxable) (the “Series 2017B 
Bonds”), $313,305,000 of its Intermediate Lien Revenue Bonds, Series 2017C (AMT) (the “Series 2017C Bonds”), 
and $93,230,000 of its Intermediate Lien Revenue Bonds, Series 2017D (AMT) (the “Series 2017D Bonds” and, 
together with the Series 2017A Bonds, Series 2017B Bonds and Series 2017C Bonds, the “Series 2017 Bonds”).   

The fiscal agent of the State of Washington, currently U.S. Bank National Association, is the registrar, 
authenticating agent and paying agent (the “Registrar”) for the Series 2017 Bonds. 

The Port is issuing the Series 2017 Bonds pursuant to Title 53 of the Revised Code of Washington (“RCW”) and 
pursuant to Resolution No. 3540, as amended, adopted by the Port Commission (the “Commission”) on June 14, 
2005 (the “Intermediate Lien Master Resolution”), and Resolution No. 3735, adopted by the Commission on 
July 11, 2017 (the “Series Resolution” and, together with the Intermediate Lien Master Resolution, 
the “Resolution”).  Capitalized terms used but not defined in this Official Statement have the meanings set forth in 
the Resolution, copies of which are included in this Official Statement as Appendix G. 

The Port is a municipal corporation of the State of Washington (the “State”).  The Port was organized on 
September 5, 1911.  The Port owns and operates Seattle-Tacoma International Airport (the “Airport”) and various 
maritime and industrial and commercial properties.  The Port and the Port of Tacoma formed the Northwest Seaport 
Alliance (the “Seaport Alliance”) in 2015 to manage jointly the two ports’ container shipping terminals and certain 
industrial properties.  See “THE PORT OF SEATTLE.” 

Investors must read the entire Official Statement to obtain information essential to making an informed investment 
decision. 

Security and Sources of Payment for the Series 2017 Bonds 

The Series 2017 Bonds are payable solely from and are secured by a pledge of Available Intermediate Lien 
Revenues (hereinafter defined).  The Series 2017 Bonds and any outstanding and future revenue bonds issued by the 
Port on a parity of lien with the Series 2017 Bonds are referred to collectively in the Intermediate Lien Master 
Resolution and in this Official Statement as the “Intermediate Lien Parity Bonds.”  The Series 2017 Bonds are not 
general obligations of the Port or the State of Washington or of any political subdivision of the State of 
Washington.  Neither the full faith and credit of the Port nor the taxing power of the Port is pledged to the 
payment of the Series 2017 Bonds. 

As defined in the Intermediate Lien Master Resolution, “Available Intermediate Lien Revenues” means Gross 
Revenue of the Port (excluding Released Revenues, if any) after payment of (i) all Operating Expenses not paid 
from other sources; (ii) all payments, including sinking fund payments, required to be made into the debt service 
accounts within any redemption fund maintained for First Lien Bonds (hereinafter defined); (iii) all payments 
required to be made into any reserve accounts maintained for First Lien Bonds to secure payment of any First Lien 
Bonds; and (iv) all payments required to be made into any other revenue bond redemption fund and debt service 
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accounts or reserve accounts that may be created in the future to pay and secure the payment of the principal of and 
premium, if any, and interest on any revenue bonds or other revenue obligations of the Port having liens on “Net 
Revenues,” as such term is further defined in the Intermediate Lien Master Resolution, and the money in the 
Revenue Funds junior and inferior to the lien of the First Lien Bonds but prior to the lien of the Intermediate Lien 
Parity Bonds.  See “SECURITY AND SOURCES OF PAYMENT FOR INTERMEDIATE LIEN PARITY 
BONDS” and the definitions in Appendix G. 

“First Lien Bonds” are defined in the Intermediate Lien Master Resolution as revenue bonds of the Port that have 
been or that in the future may be issued by the Port as “Parity Bonds” under Resolution No. 3059, as amended, 
adopted by the Commission on February 2, 1990, as amended and restated by Resolution No. 3577, adopted by the 
Commission on February 27, 2007, and as amended, supplemented and restated from time to time (the “First Lien 
Master Resolution”).  The First Lien Bonds and any revenue bonds or revenue obligations with a lien on Net 
Revenues that is junior and inferior to the lien of the First Lien Bonds but prior to the lien of the Intermediate Lien 
Parity Bonds are referred to collectively in the Intermediate Lien Master Resolution and in this Official Statement as 
“Permitted Prior Lien Bonds.”  The Intermediate Lien Master Resolution does not limit the Port’s ability to issue 
Permitted Prior Lien Bonds.  As of the date of this Official Statement, the only Permitted Prior Lien Bonds 
outstanding are First Lien Bonds.  See “SECURITY AND SOURCES OF PAYMENT FOR INTERMEDIATE 
LIEN PARITY BONDS” and “OUTSTANDING PORT INDEBTEDNESS.” 

The Port’s Revenue Bonds, Series 2009A (the “2009A Refunded Bonds” identified under the heading “—Refunding 
Plan”) and Revenue Bonds, Series 2009B-1 (Taxable) (the “2009B-1 Refunded Bonds” identified under the heading 
“—Refunding Plan” and, together with the 2009A Refunded Bonds, the “Refunded Bonds”) were issued as First 
Lien Bonds to finance a portion of the cost of the Port’s consolidated rental car facility. Revenue from Customer 
Facility Charges (“CFCs”) imposed upon customers of rental car companies accessing the Airport is not included in 
Gross Revenue.  Customer Facility Charges may be used only to pay or finance costs of the consolidated rental car 
facility, and therefore the Port has not pledged CFCs as Gross Revenue to secure First Lien Bonds or Intermediate 
Lien Parity Bonds including the Series 2017 Bonds.  The Port applies CFC revenue, however, to pay debt service on 
the Refunded Bonds and other bonds issued to finance costs of the consolidated rental car facility, and anticipates 
applying CFC revenue to pay debt service on any Series 2017 Bonds issued to refund the Refunded Bonds, as well 
as other bonds issued to finance the consolidated rental car facility.  See “THE AIRPORT—Customer Facility 
Charges.” 

The Intermediate Lien Master Resolution includes a number of covenants by the Port for the benefit of the owners 
and holders of each of the Intermediate Lien Parity Bonds and conditions that must be satisfied before additional 
Intermediate Lien Parity Bonds, including the Series 2017 Bonds, may be issued.  See “SECURITY AND 
SOURCES OF PAYMENT FOR INTERMEDIATE LIEN PARITY BONDS” and Appendix G. 

Subordinate Obligations 

The First Lien Master Resolution and the Intermediate Lien Master Resolution permit the Port to issue revenue 
obligations having a lien on Net Revenues and Available Intermediate Lien Revenues subordinate to the lien thereon 
of the Intermediate Lien Parity Bonds.  The Port has issued Subordinate Lien Parity Bonds, including Subordinate 
Lien Commercial Paper Notes that are authorized to be issued from time to time in an amount up to $250 million.  
See “OUTSTANDING PORT INDEBTEDNESS—Subordinate Lien Parity Bonds.” 

Continuing Disclosure 

The Port has covenanted for the benefit of the holders and beneficial owners of the Series 2017 Bonds to provide 
certain financial information and operating data and to give notices of certain events to assist the Underwriters in 
complying with the Securities and Exchange Commission Rule 15c2-12(b)(5).  See “CONTINUING 
DISCLOSURE” and Appendix H. 

Report of the Independent Consultant and Audited Financial Statements 

In connection with the issuance of the Series 2017 Bonds, WJ Advisors LLC, as independent consultant to the Port 
(the “Independent Consultant”), has prepared the Report of the Independent Consultant, dated July 14, 2017 and 
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included in this Official Statement as Appendix C.  The Report of the Independent Consultant presents the results of 
the Independent Consultant’s and its sub consultants’ review of the Port’s and the Seaport Alliance’s forecasts of 
activity and forecast of financial performance through 2022. The Independent Consultant and its sub consultants 
reviewed the following Port-prepared forecasts: aviation activity for the Airport, noncontainerized cargo and cruise 
activity and the associated financial forecasts; and reviewed the following Seaport Alliance-prepared forecasts: 
container traffic and other cargo traffic of the Seaport Alliance and the associated financial forecasts. The Report of 
the Independent Consultant is an important part of this Official Statement, includes additional information regarding 
the Port, and should be read in its entirety. See the Report of the Independent Consultant in Appendix C.   
 
The audited financial statements of the Port’s Enterprise Fund and the Warehousemen’s Pension Trust Fund as of 
December 31, 2016 and 2015, and for the years ended December 31, 2016, 2015, and 2014, are included in this 
Official Statement as Appendix A. The audited financial statements of the Seaport Alliance for the year ended 
December 31, 2016 are included in this Official Statement as Appendix B.  See “INDEPENDENT AUDITORS” 
and Appendices A and B. 
 
None of the Port’s independent auditors, the Seaport Alliance’s independent auditors, or any other independent 
accountants has compiled, examined, or performed any procedures with respect to the prospective financial 
information contained herein, nor have they expressed any opinion or any other form of assurance on such 
information or its achievability, and assume no responsibility for, and disclaim any association with, the prospective 
financial information. 
 
Investment Considerations 

The Series 2017 Bonds may not be suitable for all investors.  Prospective purchasers of the Series 2017 Bonds 
should give careful consideration to the information set forth in this Official Statement and confer with their own tax 
and financial advisors before deciding whether to purchase the Series 2017 Bonds.   

The Port’s businesses are subject to a number of risk factors that may adversely affect Gross Revenue or Available 
Intermediate Lien Revenues.  This Official Statement describes the Port’s businesses and business environments, 
including certain risks, but it is impossible for the Port to specify or anticipate all risks associated with its operations.  
See “CERTAIN INVESTMENT CONSIDERATIONS.”  Investors must read the entire Official Statement to obtain 
information essential to making an informed investment decision. 

Miscellaneous 

Brief descriptions of the Series 2017 Bonds, the Resolution and certain statutes and agreements are included in this 
Official Statement.  Such descriptions do not purport to be comprehensive or definitive.  All references herein to 
such instruments, documents and statutes and to any other documents, statutes, agreements or other instruments 
described herein are qualified in their entirety by reference to each such document, statute or other instrument.  
Appendix G includes a copy of the Resolution. 

SOURCES AND USES OF SERIES 2017 BOND PROCEEDS 

Use of Series 2017 Bond Proceeds 

Series 2017A Bonds and Series 2017B Bonds.  The Series 2017A Bonds and Series 2017B Bonds are being issued 
by the Port (i) to refund all of the Refunded Bonds identified under the heading “—Refunding Plan” below, and 
(ii) to pay costs of issuing the Series 2017A Bonds and Series 2017B Bonds. 
 
Series 2017C Bonds and Series 2017D Bonds.  The Series 2017C Bonds and Series 2017D Bonds are being issued 
by the Port (i) to finance capital improvements to aviation facilities (the “2017 Projects”) described under the 
heading “CAPITAL PLAN FUNDING,” including reimbursing the Port for costs of the 2017 Projects, (ii) to 
capitalize interest on all or a portion of the Series 2017C Bonds and Series 2017D Bonds, (iii) to make a deposit to 
the Intermediate Lien Reserve Account, and (iv) to pay costs of issuing the Series 2017C Bonds and Series 2017D 
Bonds. 
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Refunding Plan 

The Port will refund all of the following bonds for aggregate debt service savings (the “Refunded Bonds”).  The 
Refunded Bonds, which were issued as First Lien Bonds, will be refunded with the Series 2017A Bonds and the 
Series 2017B Bonds, which are Intermediate Lien Parity Bonds. 
 

Revenue Bonds, Series 2009A 
(the “2009A Refunded Bonds”) 

Maturity Date 
(May 1) 

Interest 
Rate 

Principal 
Amount 

Redemption 
Date 

Redemption 
Price 

CUSIP* 
Number 

2027 5.25% $ 10,080,000 05/01/2019 100% 735389MQ8 
2028 5.25 10,625,000 05/01/2019 100 735389MR6 

TOTAL $ 20,705,000    
 

Revenue Bonds, Series 2009B-1 (Taxable) 
(the “2009B-1 Refunded Bonds”) 

Maturity Date 
(May 1) 

Interest 
Rate 

Principal 
Amount 

Redemption 
Date 

Redemption 
Price 

CUSIP* 
Number 

2036† 7.00% $ 255,450,000 05/01/2019 100% 735389MT2 
TOTAL $ 255,450,000    

   
† Term Bonds. 
Source:  Port of Seattle. 

Refunded Bonds.  The Port will purchase certain direct non-callable United States Government Obligations 
(“Acquired Obligations”) with a portion of the proceeds of the Series 2017 Bonds.  These Acquired Obligations will 
be deposited in the custody of U.S. Bank National Association (the “Escrow Agent”).  The maturing principal of the 
Acquired Obligations purchased with proceeds of the Series 2017 Bonds, interest earned thereon, and necessary cash 
balance, if any, will provide payment of interest on and the redemption price of the Refunded Bonds when due up to 
and including the redemption date, and on such redemption date the redemption price of the Refunded Bonds.  The 
Acquired 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 Port and the Escrow Agent.   

Causey Demgen & Moore, P.C. (the “Verification Agent”) will verify the accuracy of the mathematical 
computations concerning the adequacy of the funds to be placed in the escrow account to pay on the redemption 
date, pursuant to the call for redemption, the principal of and interest on the Refunded Bonds.  The verification will 
also confirm the mathematical computations supporting the conclusion of Bond Counsel that the Series 2017A 
Bonds are not “arbitrage bonds” as defined by Section 148 of the Internal Revenue Code of 1986, as amended 
(the “Code”).  
 
Payment of Refunded Bonds.  A portion of the net proceeds from the sale of the Series 2017 Bonds will be 
irrevocably delivered to the paying agent for the Refunded Bonds (the “Bond Registrar”) to be applied to pay the 
interest on the Refunded Bonds coming due on May 1, 2019 as described in the table above, and to redeem and 
retire the Refunded Bonds on May 1, 2019 at a price of 100 percent of the principal amount thereof. 

Because all payments of principal of and interest on the Refunded Bonds will be provided for when the Series 2017 
Bonds are issued, the Refunded Bonds will cease to be entitled to any lien, benefit or security of the resolution 
authorizing their issuance except the right to receive payment from the Bond Registrar. 

                                                           
 
*CUSIP® is a registered trademark of the American Bankers Association.  CUSIP Global Services (“CGS”) is managed on behalf of the 
American Bankers Association by S&P Global Market Intelligence.  Copyright© 2017 CUSIP Global Services.  All rights reserved. CUSIP® 
data herein is provided by CUSIP Global Services.  This data is not intended to create a database and does not serve in any way as a substitute for 
the CGS database.  CUSIP® numbers are provided for convenience of reference only.  None of the Port, the Underwriters or their agents or 
counsel assumes responsibility for the accuracy of such numbers. 
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Effect of Refunding 

The Refunded Bonds are First Lien Bonds that were issued to finance a portion of the cost of the Port’s consolidated 
rental car facility. The Port applies CFC revenue to pay debt service on the Refunded Bonds and anticipates 
applying CFC revenue to pay debt service on Series 2017A Bonds and Series 2017B Bonds.  CFC revenue is 
expected to be applied to reduce debt service on Intermediate Lien Parity Bonds as an Intermediate Lien Debt 
Service Offset (rather than increasing Available Intermediate Lien Revenues as a Prior Lien Debt Service Offset). 
Accordingly, changing the lien level of the Refunded Bonds (from First Lien Bonds to Intermediate Lien Parity 
Bonds) does not have a significant effect on Intermediate Lien Parity Bond debt service coverage.  The Port will 
refund the Refunded Bonds for aggregate debt service savings.  The Refunding Plan however, results in increased 
principal payments in earlier years (shortening the average maturity) to more closely match CFC revenue expected 
to be collected and used to pay debt service on the Series 2017A Bonds and Series 2017B Bonds.  

Sources and Uses of Funds 

The proceeds of the Series 2017 Bonds are to be applied, together with other funds, as follows: 

Sources 
Series 2017A 

Bonds 
Series 2017B 

Bonds 
Series 2017C 

Bonds 
Series 2017D 

Bonds Total 
Principal Amount $  16,705,000 $  264,925,000 $  313,305,000 $  93,230,000 $  688,165,000 
Original Issue Premium 4,067,843 - 52,942,734 15,481,667 72,492,245 
Port Contribution(1) 2,405,662 31,639,074 - - 34,044,736 
Total Sources $  23,178,505 $  296,564,074 $ 366,247,734 $  108,711,667 $  794,701,981 

Uses 
     
     

Refunding Amount(2) $  22,376,632 $  284,880,619 $  - $  - $  307,257,250 
2017 Project Costs - - 315,854,000 100,958,000 416,812,000 
Capitalized Interest - - 33,803,500 4,029,683 37,833,183 
Intermediate Lien Reserve Account Deposit 737,528 10,816,352 15,492,296 3,409,196 30,455,372 
Costs of Issuance(3) 64,345 867,104 1,097,938 314,788 2,344,175 
Total Uses $  23,178,505 $  296,564,074 $  366,247,734 $  108,711,667 $  794,701,981 

__________ 
Note:  Totals may not foot due to rounding. 
(1) Accrued interest on Refunded Bonds; amounts released from the Series 2009A Debt Service Reserve Fund and the Series 2009B Debt 

Service Reserve Fund. 
(2) To be applied to defease and redeem the Refunded Bonds as described above. 
(3) Represents costs of issuing the Series 2017 Bonds, including Underwriters’ discount, legal fees, rating agency fees, Verification Agent fees, 
 escrow fees, Independent Consultant fees, fees of the Financial Advisor, and additional proceeds. 
 

DESCRIPTION OF THE SERIES 2017 BONDS 

General 

Series 2017 Bonds.  The Series 2017 Bonds are to be dated as of and are to bear interest from their date of delivery.  
Interest on the Series 2017 Bonds is to be payable on November 1, 2017 and semiannually on each May 1 and 
November 1 thereafter, at the rates set forth on the inside cover pages of this Official Statement.  The Series 2017 
Bonds are to mature, subject to prior redemption, in the amounts and on the dates set forth on the inside cover pages 
of this Official Statement.  Interest is to be calculated on the basis of a 360-day year consisting of twelve 30-day 
months. 

Book-Entry Only Form.  The Series 2017 Bonds are being issued in fully registered form in denominations of 
$5,000 and integral multiples thereof within a series, maturity and interest rate and when issued will be registered in 
the name of Cede & Co. (or such other name as may be requested by an authorized representative of DTC), as 
registered owner and nominee of The Depository Trust Company, New York, New York (“DTC”).  DTC will act as 
securities depository for the Series 2017 Bonds.  Individual purchases may be made only in book-entry form.  
Purchasers will not receive certificates representing their interest in the Series 2017 Bonds purchased.  So long as 
Cede & Co. is the registered owner of the Series 2017 Bonds, as nominee of DTC, references herein to “Owners,” 
“Bondholders” or “Registered Owners” mean Cede & Co. (or such other nominee) and not the Beneficial Owners of 
the Series 2017 Bonds.  In this Official Statement, the term “Beneficial Owner” means the person for whom its DTC 
Participant acquires an interest in the Series 2017 Bonds. 
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So long as Cede & Co. is the registered owner of the Series 2017 Bonds, the principal of and interest on the Series 
2017 Bonds are payable by wire transfer to Cede & Co., as nominee for DTC which, in turn, is to remit such 
amounts to the Direct Participants for subsequent disbursement to the Beneficial Owners.  See “DTC AND ITS 
BOOK-ENTRY SYSTEM” in Appendix F. 

Optional Redemption 

Series 2017A Bonds, Series 2017B Bonds, and Series 2017C Bonds 
 
The Series 2017A Bonds, Series 2017B Bonds, and Series 2017C Bonds maturing on or after May 1, 2028, are 
subject to redemption at the option of the Port on or after May 1, 2027, as a whole or in part on any date, with the 
series, maturities and interest rates to be selected by the Port at a redemption price equal to 100 percent of the 
principal amount thereof, plus interest accrued to the date fixed for redemption. See “—Partial Redemption; 
Selection of Series 2017 Bonds.” 
 
In addition, the Series 2017B Bonds are subject to redemption at the option of the Port as a whole or in part on any 
date prior to May 1, 2027, with the maturities and interest rates to be selected by the Port, at a redemption price 
described below (the “Make-Whole Redemption Price”).  See “—Partial Redemption; Selection of Series 2017 
Bonds.” 

The Make-Whole Redemption Price is equal to the greater of (1) 100% of the principal amount of the Series 2017B 
Bonds to be redeemed; or (2) the sum of the present value of the remaining scheduled payments of principal and 
interest on the Series 2017B Bonds to be redeemed, not including any portion of those payments of interest accrued 
and unpaid as of the date on which the Series 2017B Bonds are to be redeemed, discounted to the date on which the 
Series 2017B Bonds are to be redeemed on a semi-annual basis, assuming a 360-day year consisting of twelve 30-
day months, at the Treasury Rate plus 25 basis points (0.25%); plus, in each case, accrued interest on the Series 
2017B Bonds to be redeemed to the date on which the Series 2017B Bonds are to be redeemed. 

“Treasury Rate” means, with respect to any redemption date for a particular Series 2017B Bond, the rate per annum 
equal to the semi-annual equivalent yield to maturity of the Comparable Treasury Issue with respect thereto, 
computed as of the second business day immediately preceding that redemption date, assuming a price for the 
Comparable Treasury Issue (expressed as a percentage of its principal amount) equal to the Comparable Treasury 
Price with respect thereto for that redemption date. 

“Comparable Treasury Issue” means, with respect to any redemption date for a particular Series 2017B Bond, the 
United States Treasury security selected by the Independent Investment Banker which has an actual maturity 
comparable to the remaining average life of the Series 2017B Bonds of such maturity to be redeemed, and that 
would be utilized in accordance with customary financial practice in pricing new issues of debt securities of 
comparable maturity to the remaining average life of such Series 2017B Bond to be redeemed. 

“Comparable Treasury Price” means, with respect to any redemption date for a particular Series 2017B Bond, 
(A) the average of the applicable Reference Treasury Dealer Quotations for that redemption date, after excluding the 
highest and lowest of such Reference Treasury Dealer Quotations, or (B) if the Independent Investment Banker for 
the Bonds obtains fewer than four such Reference Treasury Dealer Quotations, the average of all such Quotations. 

“Independent Investment Banker” means one of the Reference Treasury Dealers as designated by the Port. 

“Reference Treasury Dealer” means each of four firms, as designated by the Port, and their respective successors; 
provided, however, that if any of them ceases to be a “Primary Treasury Dealer” (defined as a primary U.S. 
Government securities dealer in the City of New York), the Port will substitute another Primary Treasury Dealer. 

“Reference Treasury Dealer Quotation” means, with respect to each Reference Treasury Dealer and any redemption 
date for the Series 2017B Bonds of a particular maturity, the average, as determined by the Independent Investment 
Banker and communicated to the Port, of the bid and asked prices for the applicable Comparable Treasury Issue 
(expressed in each case as a percentage of its principal amount) quoted in writing to the Independent Investment 
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Banker and communicated to the Trustee by such Reference Treasury Dealer at 3:30 p.m., New York City time, on 
the third Business Day preceding that redemption date. 

“Business Day” means any day, other than a Saturday or Sunday, and other than a day on which the Registrar is 
required, or authorized or not prohibited, by law (including without limitation, executive orders) to close and is 
closed. 

Series 2017D Bonds 

The Series 2017D Bonds are not subject to optional redemption prior to their scheduled maturities. 

Mandatory Sinking Fund Redemption 

The Series 2017B Bonds maturing on May 1, 2036 and the Series 2017C Bonds maturing on May 1, 2042 (together, 
the “Term Bonds”), are subject to mandatory sinking fund redemption at a price of 100 percent of the principal 
amount thereof plus accrued interest to the date fixed for redemption on May 1 in the years and amounts as follows: 
 

Series 2017B Bonds 
Date 

(May 1) 
Mandatory 

Sinking Fund Redemption 
2033 $     23,915,000 
2034 25,110,000 
2035 26,355,000 
2036† 27,645,000 

   
†Maturity. 

 
Series 2017C Bonds (5.00% Coupon) 

Date 
(May 1) 

Mandatory 
Sinking Fund Redemption 

2038 $     9,220,000 
2039 9,710,000 
2040 10,225,000 
2041 10,785,000 
2042† 11,350,000 

   
†Maturity. 

 
Series 2017C Bonds (5.25% Coupon) 

Date 
(May 1) 

Mandatory 
Sinking Fund Redemption 

2038 $     9,025,000 
2039 9,485,000 
2040 9,975,000 
2041 10,485,000 
2042† 11,030,000 

   
†Maturity. 

 
If the Port redeems a portion of the Term Bonds under the optional redemption provisions described above or 
purchases or defeases a portion of the Term Bonds, the Term Bonds so redeemed, purchased for cancellation, or 
defeased (irrespective of their actual redemption or purchase prices) will be credited at the principal amount thereof 
against one or more scheduled mandatory redemption amounts for the Term Bonds as directed by the Port or, if no 
such direction is made, in such random manner determined by the Bond Registrar. 
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The Resolution provides that in the case of a mandatory sinking fund redemption of Term Bonds, the Term Bonds to 
be redeemed shall become due and payable on the date fixed for such mandatory sinking fund redemption, and the 
Port shall transfer to the Registrar amounts that, in addition to other money, if any, held by the Registrar for such 
purpose, will be sufficient to redeem, on the date fixed for redemption, all of the Series 2017 Bonds to be so 
redeemed. 

Partial Redemption; Selection of Series 2017 Bonds 

The Resolution provides that for so long as the Series 2017 Bonds are held in book-entry form with DTC, the 
selection for redemption of such Series 2017 Bonds (other than the Series 2017B Bonds) within a series, maturity 
and interest rate shall be made by lot in accordance with the operational arrangements of DTC (or at a substitute 
depository, if applicable) then in effect. See “DTC AND ITS BOOK-ENTRY SYSTEM” in Appendix F. The Series 
2017B Bonds shall be selected for redemption based on a “Pro Rata Pass-Through Distributions of Principal” basis.  

If less than all of the Series 2017B Bonds of a maturity and interest rate are called for prior redemption, the 
particular Series 2017B Bonds or portions thereof to be redeemed shall be selected on a “Pro Rata Pass-Through 
Distribution of Principal” basis in accordance with DTC procedures, provided that, so long as the Series 2017B 
Bonds are held in book-entry form, the selection for redemption of such Series 2017B Bonds shall be made in 
accordance with the operational arrangements of DTC then in effect that currently provide for adjustment of the 
principal by a factor provided by the Registrar pursuant to DTC operational arrangements.  If the Registrar does not 
provide the necessary information and identify the redemption as on a Pro Rata Pass-Through Distribution of 
Principal basis or if DTC’s operational arrangements no longer provide for selection on a pro rata basis, the Series 
2017B Bonds will be selected for redemption in accordance with DTC procedures by lot.  

If the Series 2017 Bonds to be redeemed are no longer held in book-entry-only form, the selection of Series 2017A 
Bonds, Series 2017C Bonds or Series 2017D Bonds to be redeemed shall be made by lot as set forth in the Series 
Resolution and the selection of Series 2017B Bonds to be redeemed shall be made based on a Pro Rata Pass-
Through Distributions of Principal basis. 

Notice of Redemption; Effect of Redemption  

The Resolution also provides that written notice of any redemption of Series 2017 Bonds prior to maturity shall be 
given by the Registrar on behalf of the Port by first class mail, postage prepaid, not less than 20 days nor more than 
60 days before the date fixed for redemption to the Registered Owners of Series 2017 Bonds that are to be redeemed 
at their last addresses shown on the Bond Register (which shall be DTC so long as such Bonds are held in book-
entry form with DTC).  The Resolution provides that the requirement to give notice of redemption shall be deemed 
complied with when notice is mailed to the Registered Owners at their last addresses shown on the Bond Register, 
whether or not such notice is actually received by the Registered Owners.  The Resolution also provides that so long 
as the Series 2017 Bonds are in book–entry form with DTC, notice of redemption shall be given to Beneficial 
Owners of Series 2017 Bonds to be redeemed in accordance with the operational arrangements then in effect at DTC 
(or its successor or alternate depository) and that neither the Port nor the Registrar shall be obligated or responsible 
to confirm that any notice of redemption is, in fact, provided to Beneficial Owners. 

Pursuant to the Resolution, unless the Port has rescinded a notice of optional redemption (or unless the Port provided 
a conditional notice of optional redemption and the conditions for the optional redemption set forth therein are not 
satisfied), the Series 2017 Bonds to be redeemed shall become due and payable on the date fixed for redemption, 
and the Port shall transfer to the Registrar amounts that, in addition to other money, if any, held by the Registrar for 
such purpose, will be sufficient to redeem, on the date fixed for redemption, all of the Series 2017 Bonds to be 
redeemed.  If and to the extent that funds have been provided to the Registrar for the optional redemption of Series 
2017 Bonds, then from and after the date fixed for redemption for such Series 2017 Bond or portion thereof, interest 
on each such Series 2017 Bond shall cease to accrue and such Series 2017 Bond or portion thereof shall cease to be 
Outstanding.  

Conditional Optional Redemption; Rescission 

The Resolution permits, in the case of optional redemption, notices of optional redemption to be conditional or to be 
rescinded at the option of the Port.  If conditional, the notice is to state that the notice of redemption is conditional 
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and the conditions that must be met to permit redemption.  The Resolution provides that the notice is to state further 
that (unless the conditions, if any, to redemption have not been satisfied or unless the notice of redemption shall 
have been rescinded) such Series 2017 Bonds will become due and payable and interest shall cease to accrue from 
the date fixed for redemption if and to the extent in each case funds have been provided to the Registrar for the 
redemption of such Series 2017 Bonds on the date fixed for redemption the redemption price will become due and 
payable upon each Series 2017 Bond or portion called for redemption, and that (unless the conditions, if any, to 
redemption have not been satisfied or unless the notice of redemption shall have been rescinded) interest shall cease 
to accrue from the date fixed for redemption if and to the extent that funds have been provided to the Registrar for 
the redemption of such Series 2017 Bonds. 

Purchase of Series 2017 Bonds for Retirement 

In the Series Resolution, the Port has reserved the right to use at any time any surplus Gross Revenue available after 
providing for the payments required by paragraph First through Eleventh described under the heading “SECURITY 
AND SOURCES OF PAYMENT FOR INTERMEDIATE LIEN PARITY BONDS—Flow of Funds” to purchase 
for retirement any of the Series 2017 Bonds offered to the Port at any price deemed reasonable to the Designated 
Port Representative. 

Defeasance 

The Series Resolution provides that in the event money and/or non-callable Government Obligations that are direct 
or indirect obligations of the United States or obligations unconditionally guaranteed by the United States maturing 
or having guaranteed redemption prices at the option of the owner thereof at such time or times and bearing interest 
in amounts (together with such money, if any) sufficient to redeem and retire part or all of the Series 2017 Bonds in 
accordance with their terms are irrevocably delivered to the Registrar for payment of such Series 2017 Bonds or set 
aside in a special account and pledged to effect such redemption or retirement, and if the Series 2017 Bonds (or 
portion thereof) are to be redeemed prior to maturity, irrevocable notice, or irrevocable instructions to give notice of 
such redemption, has been delivered to the Registrar, then no further payments need be made to the Intermediate 
Lien Bond Fund (as hereinafter defined) or any account therein for the payment of the principal of and premium, if 
any, and interest on the Series 2017 Bonds (so provided for). Such Series 2017 Bonds shall cease to be entitled to 
any lien, benefit or security of the Resolution, except the right to receive the funds so set aside and pledged and such 
notices of redemption, if any, and such Series 2017 Bonds shall no longer be deemed to be outstanding under the 
Resolution or under any resolution authorizing the issuance of bonds or other indebtedness of the Port. 

As currently defined in chapter 39.53 of the Revised Code of Washington, “Government Obligations” means 
(i) 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; (ii) 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; (iii) public housing bonds and project notes fully secured by contracts with 
the United States; and (iv) obligations of financial institutions insured by the Federal Deposit Insurance Corporation 
or the federal savings and loan insurance corporation, to the extent insured or guaranteed as permitted under any 
other provision of State law. 

The definition of “Government Obligations” in the Series Resolution incorporates any future statutory revision. 

Series 2017B Bonds.  If the Port defeases any Series 2017B Bonds, such Series 2017B Bonds may be deemed to be 
retired and “reissued” for federal income tax purposes as a result of the defeasance.  In such event, the owner of a 
Series 2017B Bond would recognize a gain or loss on the Series 2017B Bond at the time of defeasance.  See “TAX 
MATTERS.” 
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SECURITY AND SOURCES OF PAYMENT FOR 
INTERMEDIATE LIEN PARITY BONDS 

 
Pledge of Available Intermediate Lien Revenues 

The Intermediate Lien Parity Bonds, including the Series 2017 Bonds, are revenue obligations of the Port payable 
from and secured by a pledge of Available Intermediate Lien Revenues.  As defined in the Intermediate Lien Master 
Resolution, “Available Intermediate Lien Revenues” means Gross Revenue of the Port (excluding Released 
Revenues, if any) after payment of (i) all Operating Expenses not paid from other sources; (ii) all payments, 
including sinking fund payments, required to be made into the debt service accounts for First Lien Bonds; (iii) all 
payments required to be made into any reserve accounts maintained for First Lien Bonds; and (iv) all payments 
required to be made into any other redemption fund and debt service accounts or reserve accounts that may be 
created in the future to pay and secure the payment of the principal of and premium, if any, and interest on any 
revenue bonds or other revenue obligations of the Port having liens on Net Revenues junior and inferior to the lien 
of the First Lien Bonds but prior to the lien of the Intermediate Lien Parity Bonds.   

As defined in the First Lien Master Resolution and Intermediate Lien Master Resolution, the term “Gross Revenue” 
means all income and revenue derived by the Port from time to time from any source whatsoever except and 
excluding: (i) the proceeds of any borrowing by the Port and the earnings thereon (other than the earnings on 
proceeds deposited in any reserve funds), (ii) income and revenue that may not legally be pledged for revenue bond 
debt service (including the Tax Levy as defined and described in Appendix D, CFC revenue and storm water utility 
(“SWU”) revenue), (iii) passenger facility charges (“PFCs”), head taxes, federal grants or substitutes therefore 
allocated to capital projects, (iv) payments made to the Port under Credit Facilities issued to pay or secure the 
payment of a particular series of obligations, (v) insurance or condemnation proceeds other than business 
interruption insurance, (vi) income and revenue of the Port separately pledged and used by it to pay and secure the 
payment of the principal of and interest on any issue or series of Special Revenue Bonds of the Port issued to 
acquire, construct, equip, install or improve part or all of the particular facilities from which such income and 
revenue are derived, provided that the withdrawal from Gross Revenue of any income or revenue derived or to be 
derived by the Port from any income-producing facility that was contributing to Gross Revenue prior to the issuance 
of any Special Revenue Bonds is not permitted, and (vii) income from investments irrevocably pledged to the 
payment of bonds issued or to be refunded under any refunding bond plan of the Port. 

As defined in the Intermediate Lien Master Resolution, the term “Operating Expenses” means the current expenses 
incurred for operation or maintenance of the Facilities (other than Special Facilities), as defined under generally 
accepted accounting principles applicable to the Port, in effect from time to time, excluding (i) any allowances for 
depreciation or amortization, or (ii) interest on any obligations of the Port incurred in connection with and payable 
from Gross Revenue.  

The Intermediate Lien Master Resolution provides for the creation of a bond fund (the “Intermediate Lien Bond 
Fund”) and a reserve account (the “Intermediate Lien Reserve Account”), each held by the Chief Financial Officer 
of the Port as the Port’s Treasurer, and provides that the Intermediate Lien Parity Bonds are obligations only of the 
Intermediate Lien Bond Fund and the Intermediate Lien Reserve Account.  In the Intermediate Lien Master 
Resolution, the Port irrevocably obligates and binds itself for so long as any Intermediate Lien Parity Bonds remain 
outstanding to set aside and pay into the Intermediate Lien Bond Fund from Available Intermediate Lien Revenues 
or money in the Port’s general fund, airport development fund and any other fund established in the office of the 
Treasurer of the Port for the receipt of Gross Revenue (the “Revenue Fund”), on or prior to the respective dates on 
which the same become due, the principal of and premium, if any, and interest on the outstanding Intermediate Lien 
Parity Bonds.  See Section 3 of the Intermediate Lien Master Resolution and Section 6 of the Series Resolution in 
Appendix G.  The principal of and interest on the Intermediate Lien Parity Bonds are payable from and are secured 
by an equal lien and charge upon Available Intermediate Lien Revenues superior to all other liens and charges of 
any kind or nature whatsoever, subject to the prior liens and charges of Permitted Prior Lien Bonds.  Net Payments 
(but not termination payments) made by the Port with respect to any Parity Derivative Product would be equal in 
rank to the lien of Intermediate Lien Parity Bonds on Available Intermediate Lien Revenues.  The Port has not 
entered into swap agreements or Parity Derivative Products.  No property or property tax revenues secure the 
repayment of the Intermediate Lien Parity Bonds, including the Series 2017 Bonds. 
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The Intermediate Lien Master Resolution provides that, notwithstanding the exclusions from Gross Revenue 
specified or described in the definition of Gross Revenue, the Port may elect in the future to pledge the income, 
proceeds and payments described as excluded and/or CFCs and any other receipts at any time as additional security 
for one or more series of obligations and thereby to include such exception and/or receipt in Gross Revenue for such 
series of obligations, but if and only to the extent that such receipts may legally be used to pay debt service on such 
series of obligations.  See “—Intermediate Lien Rate Covenant” and “—Additional Intermediate Lien Parity 
Bonds.”  

If and to the extent specified in a series resolution authorizing additional Intermediate Lien Parity Bonds, the 
obligation of the Port to reimburse the provider of a Credit Facility (a “Repayment Obligation”) also may be secured 
by a pledge of and lien on Available Intermediate Lien Revenues on a parity with other outstanding Intermediate 
Lien Parity Bonds.  

Neither the Intermediate Lien Master Resolution nor any series resolutions authorizing outstanding Intermediate 
Lien Parity Bonds or the Series 2017 Bonds requires the Port to make deposits into the Intermediate Lien Bond Fund 
for Intermediate Lien Parity Bonds prior to the date on which the principal of and interest on such Intermediate Lien 
Parity Bonds come due.  See “—Flow of Funds” and Section 3 of the Intermediate Lien Master Resolution in 
Appendix G.  

Released Revenues 

The Intermediate Lien Master Resolution permits the Port to remove from the definition of “Available Intermediate 
Lien Revenues” income or revenue of the Port previously included in Available Intermediate Lien Revenues, 
provided that the Port satisfies the conditions to such removal set forth in the Intermediate Lien Master Resolution.  
See the definition of “Released Revenues” in Section 1 of the Intermediate Lien Master Resolution in Appendix G.  
The First Lien Master Resolution and the resolutions under which Subordinate Lien Parity Bonds are issued do not 
permit the release of revenues previously included in Gross Revenue.  As of the date of this Official Statement, the 
Port has not designated any Released Revenues. 

Flow of Funds 

Pursuant to the Intermediate Lien Master Resolution, all Gross Revenue must be deposited as collected in the 
Revenue Fund, a separate fund or funds held by the Treasurer.  The Revenue Fund must be held separate and apart 
from all other funds and accounts of the Port.  As required by the First Lien Master Resolution and the Intermediate 
Lien Master Resolution and by the resolutions authorizing Subordinate Lien Parity Bonds, Gross Revenue deposited 
in the Revenue Fund is to be applied by the Port as follows: 

First, to pay Operating Expenses not paid from other sources (such as the general purpose portion of the 
Tax Levy and CFCs); 

Second, to make all payments, including sinking fund payments, required to be made into the debt service 
account(s) of any redemption fund maintained for First Lien Bonds to pay the principal of and premium, if 
any, and interest on any First Lien Bonds (including the Refunded Bonds); 

Third, to make all payments required to be made into the Common Reserve Fund and all other reserve 
account(s) established to secure the payment of any First Lien Bonds; 

Fourth, to make all payments required to be made into any other revenue bond redemption fund and debt 
service account or reserve account created therein to pay and secure the payment of the principal of, 
premium, if any, and interest on any revenue bonds or other revenue obligations of the Port having a lien 
upon Net Revenues and the money in the Revenue Fund junior and inferior to the lien thereon for the 
payment of the principal of, premium, if any, and interest on any First Lien Bonds but prior to the lien 
thereon of the Intermediate Lien Parity Bonds; 

Fifth, to make payments necessary to be paid into any bond fund or debt service account created to pay the 
debt service on the Intermediate Lien Parity Bonds (including the Series 2017 Bonds) and without 
duplication, to make Net Payments due with respect to any derivative product secured by a pledge of and 
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lien on Available Intermediate Lien Revenues on an equal and ratable basis with outstanding Intermediate 
Lien Parity Bonds; 

Sixth, to make all payments required to be made into the Intermediate Lien Reserve Account; 

Seventh, to make payments necessary to be paid into any bond fund or debt service account created to pay 
the debt service on bonds with a lien on Net Revenues subordinate to the Port’s Intermediate Lien Parity 
Bonds but senior to its Subordinate Lien Parity Bonds (the “Reserved Lien Revenue Bonds”); 

Eighth, to make all payments required to be made into any reserve account(s) securing Reserved Lien 
Revenue Bonds; 

Ninth, to make payments necessary to be paid into any bond fund or debt service account created to pay the 
debt service on the Subordinate Lien Parity Bonds; 

Tenth, to make all payments required to be made into the reserve account(s), if any, securing Subordinate 
Lien Parity Bonds; 

Eleventh, to make all payments required to be made into the Repair and Renewal Fund to maintain any 
required balance therein; and 

Twelfth, to retire by redemption or purchase any outstanding revenue bonds or other revenue obligations of 
the Port as authorized in the various resolutions of the Commission authorizing their issuance or to make 
necessary additions, betterments, improvements and repairs to or extension and replacements of the 
Facilities or any other lawful Port purposes. 

The Intermediate Lien Master Resolution provides that notwithstanding the foregoing, the obligations of the Port to 
make nonscheduled payments under a derivative product agreement (i.e., any termination payment or other fees) 
may be payable from Gross Revenue available after paragraph “Sixth” above, as set forth in such derivative product 
agreement.  See   “OUTSTANDING PORT INDEBTEDNESS—Interest Rate Swaps.” 

The Port is permitted but not obligated to pay Operating Expenses (but not revenue bond debt service) with the 
portion of the Tax Levy (described in Appendix D) remaining after the payment of the Port’s outstanding limited tax 
general obligation bonds.  See “Summary of the Port’s Taxing Power” in Appendix D. 

The Port’s outstanding variable rate Subordinate Lien Parity Bonds are secured by bank letters of credit.  Although 
none of the Port’s revenue bonds is subject to acceleration, an event of default under any of the bank reimbursement 
agreements pursuant to which the letters of credit were issued, among other events, would entitle the issuer of such 
letter of credit to require the mandatory tender for purchase of all of the Subordinate Lien Parity Bonds secured by 
such letter of credit.  In that event, the Port would be required to reimburse the letter of credit issuer or to purchase 
or redeem all of such bonds over the period (currently up to five years or less) and to pay interest at the rates set 
forth in the applicable reimbursement agreement.  All of the Series 2017 Bonds will bear interest at fixed rates 
payable semiannually and, as described above, the Port is required to make deposits to pay interest on the Series 
2017 Bonds on or before the semiannual interest payment dates and to pay principal on the Series 2017 Bonds on or 
before annual principal payment dates.  Interest on the Port’s variable-rate Subordinate Lien Parity Bonds is payable 
monthly or on another interest payment schedule.  See “OUTSTANDING PORT INDEBTEDNESS—Subordinate 
Lien Parity Bonds.” 

Intermediate Lien Reserve Account 

The Intermediate Lien Master Resolution provides for the Intermediate Lien Reserve Account to be held by the 
Treasurer of the Port within the Intermediate Lien Bond Fund for the purpose of securing the payment of the 
principal of, premium, if any, and interest on all outstanding Intermediate Lien Parity Bonds.  The Port is required to 
maintain the Intermediate Lien Reserve Account at the “Intermediate Lien Reserve Requirement,” which is the 
dollar amount equal to average Annual Debt Service on all outstanding Intermediate Lien Parity Bonds, determined 
and calculated as of the date of issuance of Intermediate Lien Parity Bonds of each series (and recalculated upon the 
issuance of a subsequent series of Intermediate Lien Parity Bonds and, at the Port’s option, upon the payment of the 



 

 -13- 

principal of the Intermediate Lien Parity Bonds).  See definitions of “Annual Debt Service” and “Debt Service” in 
Section 1 of the Intermediate Lien Master Resolution in Appendix G. 

The Intermediate Lien Master Resolution provides that the Intermediate Lien Reserve Requirement may be funded 
at the date of issuance of a series of Intermediate Lien Parity Bonds or may be funded in equal monthly deposits 
over a period of time (not greater than three years) established in the applicable series resolution, but also provides 
that the dollar amount, if any, required to be contributed as a result of the issuance of a series of Intermediate Lien 
Parity Bonds shall not be greater than the Tax Maximum (as defined in the Intermediate Lien Master Resolution).  If 
the dollar amount required to be contributed at the time of issuance of a series of Intermediate Lien Parity Bonds 
exceeds the Tax Maximum, the dollar amount required to be contributed to the Intermediate Lien Reserve Account 
is to be adjusted accordingly.  See Section 3 of the Intermediate Lien Master Resolution in Appendix G. 

The Intermediate Lien Reserve Account is a pooled reserve, which secures all outstanding and future Intermediate 
Lien Parity Bonds.  The Intermediate Lien Reserve Requirement upon the closing and delivery of the Series 2017 
Bonds is $127,786,268, calculated pursuant to the Intermediate Lien Master Resolution.  Upon closing of the Series 
2017 Bonds, the Intermediate Lien Reserve Requirement will be satisfied by cash and securities, including 
$18,901,492 of proceeds of the Series 2017C Bonds and Series 2017D Bonds and $11,553,880 transferred from the 
Series 2009A Debt Service Reserve Fund and/or the Series 2009B Debt Service Reserve Fund. 

The Intermediate Lien Master Resolution requires that the Intermediate Lien Reserve Requirement be maintained by 
deposits of cash and/or qualified investments, a Qualified Letter of Credit or Qualified Insurance (each as defined in 
the Intermediate Lien Master Resolution), or a combination of the foregoing, and permits the Port to substitute a 
Qualified Letter of Credit or Qualified Insurance for cash and securities then on deposit in the Intermediate Lien 
Reserve Account and to transfer such cash and securities to any permitted fund or account specified by the 
Designated Port Representative.  See Section 3 of the Intermediate Lien Master Resolution in Appendix G. 

The Intermediate Lien Master Resolution requires replacement, over a period of up to three years, of any Qualified 
Letter of Credit or Qualified Insurance securing payment of Intermediate Lien Parity Bonds upon a “Credit Event” 
(e.g. insolvency, specified ratings downgrades or dissolution of the provider thereof).  If such a Credit Event occurs, 
the Intermediate Lien Reserve Requirement must be satisfied within one year with other Qualified Insurance or 
another Qualified Letter of Credit, or within three years (in three equal annual installments) out of Available 
Intermediate Lien Revenues (or out of other money on hand and legally available for such purpose) after first 
making necessary provisions for all payments required to be made into the Intermediate Lien Bond Fund.  As of the 
date of this Official Statement, none of the Intermediate Lien Reserve Requirement is maintained through use of a 
Qualified Letter of Credit or Qualified Insurance.  See “Credit Event” and “Qualified Insurance” in Section 1 of the 
Intermediate Lien Master Resolution in Appendix G. 

Intermediate Lien Rate Covenant 

Under the Intermediate Lien Master Resolution, the Port has covenanted with the owners and holders of each of the 
Intermediate Lien Parity Bonds that, for so long as any of the same remain outstanding, the Port will at all times 
establish, maintain and collect rentals, tariffs, rates, fees and charges in the operation of all of its businesses that will 
produce in each fiscal year (i) Available Intermediate Lien Revenues as First Adjusted at least equal to 110 percent 
of the Amount Due, and (ii) Available Intermediate Lien Revenues as Second Adjusted at least equal to 125 percent 
of the Amount Due. The Intermediate Lien Master Resolution provides that the calculations described in 
clauses (i) and (ii) of the preceding sentence are separate rather than cumulative calculations regarding the 
sufficiency of Available Intermediate Lien Revenues and that such calculations are together to be considered as the 
“Intermediate Lien Rate Covenant.” 

The Intermediate Lien Master Resolution also provides that, for purposes of the Intermediate Lien Rate Covenant, 
the “Amount Due” in each fiscal year of the Port shall be equal to (a) Scheduled Debt Service, plus (b) amounts 
required to be deposited during such fiscal year from Available Intermediate Lien Revenues into the Intermediate 
Lien Reserve Account, plus (c) any other amounts due to any Credit Facility Issuer or any Liquidity Facility Issuer, 
but excluding from the foregoing (i) payments made or to be made from refunding debt and capitalized debt service 
or other money irrevocably (by Commission resolution) set aside for such payment, and (ii) Intermediate Lien Debt 
Service Offsets identified by the Port in a certificate of the Designated Port Representative. 
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As defined in the Intermediate Lien Master Resolution, “Available Intermediate Lien Revenues as First Adjusted” 
means Available Intermediate Lien Revenues increased (without duplication) by Prior Lien Debt Service Offsets 
identified by the Port in a certificate of the Designated Port Representative and subject to further adjustment to 
reflect (a) the Port’s intent that regularly scheduled net payments under derivative products (interest rate hedges) 
with respect to Port revenue obligations (regardless of lien position) be reflected in the calculation of debt service 
obligations with respect to those revenue obligations and not as adjustments to Gross Revenue or Operating 
Expenses; and (b) the Port’s intent that Gross Revenue and Operating Expenses may be adjusted, regardless of then-
applicable generally accepted accounting principles, for certain items (e.g., to omit) to reflect more fairly the Port’s 
annual operating performance. 

“Available Intermediate Lien Revenues as Second Adjusted,” as defined in the Intermediate Lien Master Resolution, 
means (a) Available Intermediate Lien Revenues as First Adjusted; plus (b) the unrestricted balance in the Revenue 
Fund at the end of the two most recent fiscal years of the Port, whichever is lower (the “Available Coverage 
Amount”).  The Intermediate Lien Master Resolution provides that no amounts may be included in the Available 
Coverage Amount unless such amounts are legally available for payment of debt service on Intermediate Lien Parity 
Bonds. 

“Intermediate Lien Debt Service Offsets,” as defined in the Intermediate Lien Master Resolution, mean receipts of 
the Port that are not included in Gross Revenue and that are legally available and/or pledged by the Port to pay debt 
service on Intermediate Lien Parity Bonds, but excluding any receipts that have been designated as Prior Lien Debt 
Service Offsets. 

“Prior Lien Debt Service Offsets,” as defined in the Intermediate Lien Master Resolution, mean receipts of the Port 
that are not included in Gross Revenue and that are legally available and/or pledged by the Port to pay debt service 
on Permitted Prior Lien Bonds. 

“Scheduled Debt Service,” as defined in the Intermediate Lien Master Resolution, means the amounts required in a 
fiscal year to be paid by the Port as scheduled debt service (principal and interest) on outstanding Intermediate Lien 
Parity Bonds, adjusted by Net Payments (as defined in the Intermediate Lien Master Resolution) during such fiscal 
year. 

For purposes of measuring the Port’s performance under the Intermediate Lien Rate Covenant (as well as debt 
service coverage with respect to First Lien Bonds and Subordinate Lien Parity Bonds), the Port makes adjustments 
in Operating Expenses (reduction) by the amount of Operating Expenses paid from sources that are not included in 
Gross Revenues (e.g., CFCs and the Tax Levy). 

For purposes of measuring the Port’s performance under the Intermediate Lien Rate Covenant (and determining 
Available Intermediate Lien Revenues as First Adjusted), the Port increases Available Intermediate Lien Revenues 
with Prior Lien Debt Service Offsets that include the amount of First Lien Bond debt service paid from CFCs and 
PFCs.  

For purposes of measuring the Port’s performance under the Intermediate Lien Rate Covenant, the Port reduces debt 
service on Intermediate Lien Parity Bonds by Intermediate Lien Debt Service Offsets, including debt service on 
Intermediate Lien Parity Bonds paid from CFCs or PFCs. 

The Port covenants in the Intermediate Lien Master Resolution that, if the Available Intermediate Lien Revenues as 
First Adjusted or if Available Intermediate Lien Revenues as Second Adjusted in any fiscal year are less than 
required to fulfill the Intermediate Lien Rate Covenant, the Port will retain a Consultant to make recommendations 
as to operations and the revision of schedules of rentals, tariffs, rates, fees and charges; and that upon receiving such 
recommendations or giving reasonable opportunity for such recommendations to be made, the Commission, on the 
basis of such recommendations and other available information, will establish rentals, tariffs, rates, fees and charges 
for services and operations that will be necessary to meet the Intermediate Lien Rate Covenant in the fiscal year 
during which such adjustments are made.  The Intermediate Lien Master Resolution provides that, if the 
Commission has taken such steps and if the Available Intermediate Lien Revenues as First Adjusted or if Available 
Intermediate Lien Revenues as Second Adjusted in the fiscal year in which adjustments are made nevertheless are 
not sufficient to meet the Intermediate Lien Rate Covenant, there shall be no default with respect to the Intermediate 
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Lien Rate Covenant during such fiscal year, unless the Port fails to meet the Intermediate Lien Rate Covenant for 
two consecutive fiscal years.  See Section 6(a) of the Intermediate Lien Master Resolution in Appendix G. 

Other Covenants  

The Port has made a number of other covenants in the Resolution for the benefit of the holders and owners from 
time to time of the Intermediate Lien Parity Bonds, including taking or requiring to be taken such acts as may 
reasonably be within the Port’s ability and required under applicable law to continue the exclusion from gross 
income for federal income tax purposes of the interest on the Series 2017A Bonds, the Series 2017C Bonds and the 
Series 2017D Bonds.  See “TAX MATTERS” herein and the Series Resolution and Section 6 of the Intermediate 
Lien Master Resolution in Appendix G. 

Permitted Prior Lien Bonds 

Additional First Lien Bonds.  The First Lien Master Resolution provides that the Port may issue bonds having a lien 
and charge upon Net Revenues equal to that of the outstanding First Lien Bonds (the “Additional First Lien Bonds”) 
if (i) the Port has not been in default of its First Lien Bond rate covenant set forth in the First Lien Master Resolution 
for the immediately preceding fiscal year, and (ii) a certificate prepared by either a Consultant or the Port is filed 
demonstrating fulfillment of the First Lien Bond Coverage Requirement (defined below) for the first full fiscal year 
following the earlier of (a) the Date of Commercial Operation of the Facilities to be financed with the proceeds of 
the Additional First Lien Bonds or (b) the date on which any portion of interest on the Additional First Lien Bonds 
then being issued will no longer be paid from the proceeds of such Additional First Lien Bonds, and for the 
following two fiscal years.  As defined in the First Lien Master Resolution, the Coverage Requirement for the First 
Lien Bonds (the “First Lien Bond Coverage Requirement”) means Net Revenues equal to or greater than 
135 percent of Aggregate Annual Debt Service (as defined in the First Lien Master Resolution) for all outstanding 
First Lien Bonds and all First Lien Bonds authorized but unissued.  Net Revenues are to be based upon the financial 
statements of the Port for the Base Period (defined below), in the case of a certificate filed by the Port, and upon Net 
Revenues for the Base Period with such adjustments as the Consultant deems reasonable, in the case of a certificate 
filed by a Consultant.  Under the First Lien Master Resolution, “Date of Commercial Operation” means the date on 
which the Facilities (as defined in the First Lien Master Resolution) are first ready for normal continuous operation, 
or if portions of the Facilities are placed in normal continuous operation at different times, the midpoint of the dates 
of continuous operation of all portions of such Facilities, as estimated by the Port, or if used with reference to 
Facilities to be acquired, the date on which such acquisition is final.  “Base Period” means any consecutive 
12-month period selected by the Port out of the 30-month period next preceding the date the Additional First Lien 
Bonds are issued. 

Under the First Lien Master Resolution, Additional First Lien Bonds may be issued without satisfying the 
requirements described above for (i) refunding purposes under certain conditions, or (ii) paying Costs of 
Construction for Facilities for which First Lien Bonds have been issued previously if the principal amount of the 
Additional First Lien Bonds being issued for completion purposes does not exceed an amount equal to an aggregate 
of 15 percent of the principal amount of First Lien Bonds theretofore issued for such Facilities and reasonably 
allocable to the Facilities to be completed (as shown in a written certificate of a Designated Port Representative) and 
if a Consultant’s certificate is delivered stating that the nature and purpose of the Facilities have not changed 
materially.  The First Lien Master Resolution also permits the Port to issue refunding First Lien Bonds without 
satisfying the First Lien Coverage Requirement if the Maximum Annual Debt Service to be outstanding after the 
issuance of the refunding First Lien Bonds will not be greater than Maximum Annual Debt Service (as defined in the 
First Lien Master Resolution) were such refunding not to occur.  The First Lien Master Resolution also provides that 
if and to the extent specified in a series resolution authorizing Additional First Lien Bonds, the obligation of the Port 
to reimburse the provider of a Credit Facility (a “Repayment Obligation”) may be secured by a pledge of and a lien 
on Gross Revenue on a parity with any other outstanding First Lien Bonds. 

Other Permitted Prior Lien Bonds.  In the First Lien Master Resolution and in the Intermediate Lien Master 
Resolution, the Port reserves the right to issue obligations having lien(s) on Net Revenues junior and inferior to the 
lien of the First Lien Bonds but prior to the lien of the Intermediate Lien Parity Bonds, payable from Net Revenues 
available after payment of the amounts described above in paragraphs First through Third under “—Flow of 
Funds.”  In the Intermediate Lien Master Resolution, the Port has reserved the right to issue such Permitted Prior 
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Lien Bonds, and the Intermediate Lien Master Resolution does not contain any conditions to the issuance of 
Permitted Prior Lien Bonds.  The Port at any time could choose to issue Permitted Prior Lien Bonds, but currently 
has no plans to do so.  See Section 5(a) of the Intermediate Lien Master Resolution in Appendix G.   

Additional Intermediate Lien Parity Bonds 

General.  The Intermediate Lien Master Resolution provides that the Port may issue bonds having a lien and charge 
upon the Available Intermediate Lien Revenues equal to that of outstanding Intermediate Lien Parity Bonds if the 
Port is not in default under the Intermediate Lien Master Resolution and if the Port meets the conditions described 
below under “—Certificate Required” or “—No Certificate Required.” 

Certificate Required.  Unless the Port satisfies the requirements described below in “—No Certificate Required,” the 
Port is required to deliver prior to the date of issuance of additional Intermediate Lien Parity Bonds, either (i) a 
certificate prepared as described below and executed by the Designated Port Representative stating that Available 
Intermediate Lien Revenues as First Adjusted during the Base Period were at least equal to 110 percent of Annual 
Debt Service in each year of the Certificate Period with respect to all Intermediate Lien Parity Bonds then 
outstanding and then proposed to be issued; or (ii) a Consultant’s certificate, prepared as described below, stating 
that projected Available Intermediate Lien Revenues as First Adjusted will be at least equal to 110 percent of 
Annual Debt Service in each year of the Certificate Period.  See the definition of “Debt Service” in Section 1 of the 
Intermediate Lien Master Resolution in Appendix G.  If Intermediate Lien Debt Service Offsets or Prior Lien Debt 
Service Offsets are or have been used to comply with the Intermediate Lien Rate Covenant, then for purposes of 
meeting the conditions described in clause (i) or (ii) of this paragraph, the Port is required to identify and irrevocably 
pledge the receipts that constitute such Intermediate Lien Debt Service Offsets or Prior Lien Debt Service Offsets 
for a period not less than the duration of the Certificate Period.  “Intermediate Lien Debt Service Offsets” are 
defined in the Intermediate Lien Master Resolution as receipts of the Port that are not included in Gross Revenue 
and that are legally available and/or pledged by the Port to pay debt service on Intermediate Lien Parity Bonds, but 
excluding any receipts that have been designated as Prior Lien Debt Service Offsets. 

The certificate executed by a Designated Port Representative described in clause (i) of the preceding paragraph is 
required to be based upon the financial statements of the Port for the Base Period, corroborated by the certified 
statements of the Division of Municipal Corporations of the State Auditor’s office of the State, or by an independent 
certified public accounting firm for the Base Period.  In making the computations of projected Available 
Intermediate Lien Revenues in connection with the certificate of a Consultant described in clause (ii) of the 
preceding paragraph, the Consultant is required to use as a basis the Available Intermediate Lien Revenues for the 
Base Period corroborated by the certified statements of the Division of Municipal Corporations of the State 
Auditor’s office of the State, or by an independent certified public accounting firm for the Base Period.  The 
Intermediate Lien Master Resolution requires the Consultant to make such adjustments to Available Intermediate 
Lien Revenues (including those described in establishing Available Intermediate Lien Revenues as First Adjusted) 
to compute projected Available Intermediate Lien Revenues as such Consultant deems reasonable as set forth in 
writing to the Port.  See Sections 5(b)(1) and 5(c)(1) of the Intermediate Lien Master Resolution in Appendix G. 

Under the Intermediate Lien Master Resolution, “Certificate Period” means a period commencing with the year of 
issuance of the proposed series of Intermediate Lien Parity Bonds and ending with the third complete fiscal year 
following the earlier of (i) the projected Date of Commercial Operation of the facilities to be financed with the 
proceeds of the proposed Intermediate Lien Parity Bonds; or (ii) the date on which no portion of the interest on the 
proposed series of Intermediate Lien Parity Bonds will be paid from the proceeds of such Intermediate Lien Parity 
Bonds (such date to be determined in accordance with the Port’s proposed schedule of expenditures). 

No Certificate Required.  The Port is authorized under the Intermediate Lien Master Resolution to issue Intermediate 
Lien Parity Bonds without providing either of the certificates described under the heading “Certificate Required” if 
(i) the Intermediate Lien Parity Bonds are being issued to refund Intermediate Lien Parity Bonds and either (a) the 
latest maturity of the Intermediate Lien Parity Bonds to be issued is not later than the latest maturity of the 
Intermediate Lien Parity Bonds to be refunded (were such refunding not to occur) and the increase in Annual Debt 
Service as result of such refunding in any year is less than the greater of $25,000 or five percent of such Annual 
Debt Service on the Intermediate Lien Parity Bonds to be refunded or (b) the latest maturity of the Intermediate Lien 
Parity Bonds to be issued is later than the latest maturity of the Intermediate Lien Parity Bonds to be refunded (were 
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such refunding not to occur) and the Maximum Annual Debt Service on all Intermediate Lien Parity Bonds to be 
outstanding after the issuance of the refunding Intermediate Lien Parity Bonds is not greater than Maximum Annual 
Debt Service were such refunding not to occur; (ii) the Intermediate Lien Bonds are being issued to refund 
Intermediate Lien Parity Bonds or Permitted Prior Lien Bonds within one year prior to maturity or mandatory 
redemption if sufficient moneys are not expected to be available; or (iii) the Intermediate Lien Parity Bonds are 
being issued to pay Costs of Construction of Facilities for which indebtedness has been issued previously if the 
principal amount of such indebtedness being issued for completion purposes does not exceed an amount equal to an 
aggregate of 15 percent of the principal amount of indebtedness previously issued for such Facilities as shown in a 
written certificate of the Designated Port Representative, stating that the scope, nature and purpose of such Facilities 
has not materially changed and that the net proceeds of such indebtedness being issued for completion purposes will 
be sufficient, together with other available funds of the Port, to complete such Facilities.  See Sections 5(b)(2) and 
5(c) of the Intermediate Lien Master Resolution in Appendix G. 

Refunding Permitted Prior Lien Bonds.  Intermediate Lien Parity Bonds may be issued at any time for the purpose 
of refunding any Permitted Prior Lien Bonds; provided, however, that prior to the issuance of such Intermediate 
Lien Parity Bonds, the Port must provide a certificate if such a certificate would be required if the Permitted Prior 
Lien Bonds to be refunded were Intermediate Lien Parity Bonds.  For the purposes of determining whether a 
certificate is required and for the purpose of preparing any such certificate, the debt service on the Permitted Prior 
Lien Bonds shall be calculated as if such Permitted Prior Lien Bonds were Intermediate Parity Lien Bonds.  
See Section 5(c)(2) of the Intermediate Lien Master Resolution in Appendix G. 

For a discussion of the Port’s future financing plans and needs, see “CAPITAL PLAN FUNDING.” 

Defaults and Remedies; No Acceleration; Rights of Credit Facility Issuers 

The Intermediate Lien Master Resolution provides certain actions Registered Owners of the Series 2017 Bonds may 
take following the occurrence of a payment default on the Series 2017 Bonds or a default by the Port in the 
observance or performance of any other covenants, conditions or agreements on the part of the Port contained in the 
Intermediate Lien Master Resolution and the continuance of such covenant default for a period of 90 days.  See 
Section 11 of the Intermediate Lien Master Resolution in Appendix G.  The Intermediate Lien Master Resolution 
also provides that a Credit Facility Issuer is deemed to be the only party entitled to waive any default, to exercise the 
remedies provided in the Intermediate Lien Master Resolution and to consent to amendments of the Intermediate 
Lien Master Resolution in connection with Intermediate Lien Parity Bonds insured by such Credit Facility Issuer.  
See Sections 9 and 11 of the Intermediate Lien Master Resolution in Appendix G. 

Payment of the principal of and accrued interest on the Intermediate Lien Parity Bonds, including the Series 2017 
Bonds, is not subject to acceleration upon the occurrence and continuance of a default under the Intermediate Lien 
Master Resolution.  Payments of debt service on Intermediate Lien Parity Bonds are required to be made only as 
they become due.  In the event of multiple defaults in payment of principal of or interest on the Series 2017 Bonds, 
the Series 2017 Bond owners could be required to bring a separate action for each such payment not made.  Any 
such action to compel payment or for money damages would be subject to the limitations on legal claims and 
remedies.  See Section 11 of the Intermediate Lien Master Resolution in Appendix G. 

OUTSTANDING PORT INDEBTEDNESS  

First Lien Bonds 

As of July 2, 2017, the Port had outstanding $600,628,676 aggregate principal amount of First Lien Bonds 
(including the Refunded Bonds), of which $17,248,350 is accreted interest on First Lien Bonds that are capital 
appreciation bonds.  As described above, the Port has reserved the right to issue additional First Lien Bonds upon 
compliance with the provisions of the First Lien Master Resolution and to issue bonds secured by a lien or liens on 
Net Revenues senior to the lien of the Intermediate Lien Parity Bonds and subordinate to the lien of the First Lien 
Bonds.  The First Lien Bonds are currently the only Permitted Prior Lien Bonds outstanding.  See “SECURITY 
AND SOURCES OF PAYMENT FOR INTERMEDIATE LIEN PARITY BONDS—Permitted Prior Lien Bonds,” 
and “PORT FINANCIAL MATTERS.” 
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The First Lien Master Resolution does not require that a debt service reserve fund be created for each series of First 
Lien Bonds and does not require that any minimum amount be deposited to a reserve fund for First Lien Bonds.  At 
the option of the Port, First Lien Bonds may be secured by the Common Reserve Fund or may be secured by a 
separate reserve fund authorized by a series resolution.  The Common Reserve Fund Requirement means a dollar 
amount equal to the lesser of (i) 50 percent of Maximum Annual Debt Service on all Outstanding Covered Bonds, 
and (ii) the Tax Maximum for all Outstanding Covered Bonds, determined and calculated as of the date of issuance 
of each series of Covered Bonds (and recalculated upon the issuance of a subsequent series of Covered Bonds and 
also, at the Port’s option, upon the payment of principal of Covered Bonds).  The term “Covered Bonds” means the 
Port’s Revenue Refunding Bonds, Series 2011 (the “Series 2011 First Lien Bonds”), the Port’s Revenue Bonds, 
Series 2016A, Series 2016B and Series 2016C (the Series 2016 First Lien Bonds”) and any First Lien Bonds 
designated in the future as Covered Bonds secured by the Common Reserve Fund. As of July 2, 2017, the Common 
Reserve Fund Requirement is $13,133,033, and currently is cash-funded.  The Common Reserve Fund Requirement 
is recalculated from time to time upon the issuance of a series of Covered Bonds and also, at the Port’s option, upon 
the payment of principal of Covered Bonds. 

The Port is not required to replace or otherwise address any surety policy securing First Lien Bonds upon 
downgrade or withdrawal of ratings of the surety provider.  In the event that a surety is terminated, or in the event 
the surety provider is insolvent or no longer in existence, the Port is required to satisfy the Common Reserve Fund 
Requirement or the reserve fund requirement for First Lien Bonds that are not Covered Bonds with a replacement 
surety or letter of credit within one year, or with cash within three years after the termination, insolvency or 
incapacity, as further provided in the First Lien Master Resolution and series resolutions. 

Amounts on deposit in reserve funds for outstanding First Lien Bonds that are not Covered Bonds are not available 
to pay debt service on Covered Bonds, and amounts on deposit in the Common Reserve Fund are not available to 
pay First Lien Bonds that are not Covered Bonds. The Port’s Revenue Bonds, Series 2003A (the “Series 2003A First 
Lien Bonds”) are not Covered Bonds and are secured with a debt service reserve fund surety policy issued by MBIA 
(reinsured and administered by National Public Finance Guarantee Corporation), in the amount of $13,373,451. The 
Series 2003A First Lien Bonds are scheduled to mature in 2021.   

The Series 2009 First Lien Bonds (including the Refunded Bonds) are not Covered Bonds and the debt service 
reserve fund for these bonds is cash-funded.  An allocable portion of the cash on deposit in the Series 2009 First 
Lien Bond debt service reserve fund will be transferred to the Intermediate Lien Reserve Account. 

Intermediate Lien Parity Bonds 

As of July 2, 2017, $1,541,185,000 aggregate principal amount of Intermediate Lien Parity Bonds were outstanding 
(excluding the Series 2017 Bonds).  See “SECURITY AND SOURCES OF PAYMENT FOR INTERMEDIATE 
LIEN PARITY BONDS.” 

Subordinate Lien Parity Bonds 

The Port’s Subordinate Lien Parity Bonds are payable from Gross Revenue after all of the payments and transfers 
described in clauses First through Eighth under “SECURITY AND SOURCES OF PAYMENT FOR 
INTERMEDIATE LIEN PARITY BONDS—Flow of Funds” have been made.  Subordinate Lien Parity Bonds are 
not subject to acceleration but variable rate Subordinate Lien Parity Bonds may be subject to mandatory tender upon 
a default or the occurrence of certain other events.  See “SECURITY AND SOURCES OF PAYMENT FOR 
INTERMEDIATE LIEN PARITY BONDS—Flow of Funds.” 

As of July 2, 2017, the Port had outstanding $53,175,000 aggregate principal amount of fixed rate Subordinate Lien 
Parity Bonds.  In addition, the Port has two series of variable rate Subordinate Lien Parity Bonds outstanding 
(the Series 1997 Subordinate Lien Parity Bonds, outstanding in the aggregate principal amount of $64,940,000, and 
the Series 2008 Subordinate Lien Parity Bonds, outstanding in the aggregate principal amount of $184,495,000).  
The Port also has authorized the issuance from time to time of up to $250 million of Subordinate Lien Commercial 
Paper Notes, of which $29,655,000 was outstanding as of July 2, 2017. 
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The Port previously acquired a surety bond from FGIC (subsequently reinsured by MBIA, and currently 
administered and reinsured by National Public Finance Guarantee Corporation) in the amount of $18,505,263 to 
secure the payment of outstanding Subordinate Lien Parity Bonds issued in 1999 (the “1999A/B Subordinate Lien 
Bonds,” of which, the 1999A Subordinate Lien Bonds are outstanding).  The resolution authorizing the 1999A/B 
Subordinate Lien Bonds does not require that the surety bond be replaced upon ratings withdrawals or downgrades 
of FGIC’s ratings.  The resolution does require that, in the event of the termination of the surety bond or the 
insolvency or incapacity of the provider, the 1999 Subordinate Lien Reserve Requirement shall be satisfied (i) 
within one year after the termination, insolvency or incapacity, but no later than the date of cancellation, with other 
Qualified Insurance or another Qualified Letter of Credit, or (ii) within three years (in three equal annual 
installments) after the termination, insolvency, or incapacity, out of Available Revenues (or out of other money on 
hand and legally available for such purpose).  See “SECURITY AND SOURCES OF PAYMENT FOR 
INTERMEDIATE LIEN PARITY BONDS—Flow of Funds.”  

The Port’s outstanding variable rate Subordinate Lien Parity Bonds and the Port’s Subordinate Lien Commercial 
Paper Notes are secured by bank letters of credit.  See “APPENDIX A—AUDITED FINANCIAL 
STATEMENTS—Note 6: Long-Term Debt; Subordinate Lien Variable Rate Demand Bonds” and “SECURITY 
AND SOURCES OF PAYMENT FOR INTERMEDIATE LIEN PARITY BONDS—Flow of Funds.”    

Passenger Facility Charge Revenue Bonds 

As of July 2, 2017, the Port had outstanding $110,790,000 aggregate principal amount of Passenger Facility Charge 
Revenue Bonds, Series 1998 and Series 2010 (the “PFC Bonds”), which have a first claim on PFC revenues.  The 
PFC Bonds have no claim on Gross Revenue of the Port, and the Port’s revenue bonds have no claim on PFC 
revenues.  See “THE AIRPORT–Passenger Facility Charges.” 

General Obligation Bonds 

The Port has statutory authority to issue limited tax and unlimited tax general obligation bonds.  As of July 2, 2017, 
the Port had outstanding $405,925,000 aggregate principal amount of limited tax general obligation bonds and no 
unlimited tax general obligation bonds.  Limited tax general obligation bonds are general obligations of the Port, 
payable from property taxes levied by the Port within the State statutory limitations applicable to port levies 
permitted to be imposed without approval of the voters and from all other legally available funds of the Port.  
See Appendix D for information about the Port’s Tax Levy and limited tax general obligation bonds.  

Special Obligations 

From time to time, the Port may issue revenue bonds, revenue warrants or other revenue obligations for the purpose 
of undertaking any project, the debt service on which is to be payable from and secured solely by the revenues 
derived from such project (the “Special Revenue Bonds”).  Revenues received from such projects are not Gross 
Revenue, and Special Revenue Bonds are not entitled to a lien on Gross Revenue on any basis, senior or junior, and 
are not payable from such Gross Revenue or any other revenues of the Port (other than the revenues derived from 
the project financed with the Special Revenue Bonds).  

In June 2013, the Port issued $88,660,000 aggregate principal amount of Special Facility Revenue Refunding Bonds 
(the “Fuel System Bonds”) to refund special facility revenue bonds issued to finance the cost of a fuel hydrant 
system at the Airport (the “Fuel System”).  The Fuel System Bonds are limited obligations of the Port payable solely 
from payments to be made by the lessee (a consortium formed by airlines operating at the Airport) under a fuel 
system lease and under a guaranty and a security agreement provided by the lessee.  In the resolution pursuant to 
which the Fuel System Bonds were issued, the Port agreed that, should insurance or other funds be insufficient to 
rebuild the Fuel System after substantial damage or destruction, the Port would pay the cost of rebuilding the Fuel 
System or would defease any then-outstanding Fuel System Bonds.  As of July 2, 2017, $76,135,000 of Fuel System 
Bonds remains outstanding.  
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Interest Rate Swaps 

Under Washington law, the Port may enter into payment agreements (interest rate swaps, caps, floors and similar 
agreements) for the purposes of reducing interest rate risk or reducing the cost of borrowing.  The Port has instituted 
a swap policy that establishes certain requirements for the use of payment agreements, including the authorization 
by the Commission of any payment agreement and compliance with all statutory requirements, including minimum 
counterparty ratings and minimum collateralization.  The Port has not entered into any payment agreements.   

Debt Payment Record 

The Port has never defaulted on the payment of principal or interest on any of its bonds or other debt. 

Historical Debt Service Coverage 

The following table shows historical debt service coverage for the years 2012 through 2016 on outstanding First 
Lien Bonds and Intermediate Lien Parity Bonds calculated in conformity with the First Lien Master Resolution and 
the Intermediate Lien Master Resolution, and debt service on Subordinate Lien Parity Bonds.  In accordance with 
the resolutions, the Port has used certain income items (not otherwise included in “Gross Revenue”) in offsetting 
Operating Expenses and, in the case of the Intermediate Lien Parity Bonds, either in offsetting debt service or 
increasing Net Revenues available to be used to pay First Lien Bond debt service as permitted in its bond 
resolutions. 

Each of the First Lien Rate Covenant and the Intermediate Lien Rate Covenant requires that debt service coverage 
be calculated for that lien level, based on the applicable offsets or other adjustments.  Accordingly, the following 
table shows historical debt service coverage on a lien-by-lien basis for First Lien Bonds and Intermediate Lien Parity 
Bonds, rather than on an aggregate or cumulative basis.   
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TABLE 1 

HISTORICAL FIRST LIEN BOND AND INTERMEDIATE LIEN  
PARITY BOND DEBT SERVICE COVERAGE BY LIEN CALCULATED PER APPLICABLE RATE COVENANT 

FOR THE YEARS ENDED DECEMBER 31 
($ IN THOUSANDS) 

Fiscal Year 2012 2013 2014(7) 2015 2016 
Gross revenues available for revenue bond debt service(1) $ 517,561 $ 533,611 $ 520,881 $ 541,867 $ 581,860 
Operating expenses(2) 298,169 306,989 306,300 317,806 325,285 

Less: Operating expenses paid from sources other than gross revenues (6,538) (6,331) (7,178) (11,571) (9,019)
Less: Port general purpose tax levy(3) (32,116) (33,265) (19,083) (41,808) (36,894)

Adjusted operating expenses 259,515 267,393 280,039 264,427 279,372 
Nonoperating (expense) income – net(4) 2,837 13,539 16,417 (143) 5,567 
First Lien Bonds       

Net revenues available for First Lien Bond debt service  $ 260,883 $ 279,757 $ 257,259 $ 277,297 $ 308,055 
Debt service on First Lien Bonds $ 107,580 $   80,673 $   61,214 $   60,740 $  52,320 

Coverage on First Lien Bonds (calculated per First Lien Rate Covenant) 2.43 3.47 4.20 4.57 5.89 
Intermediate Lien Bonds      

Net revenues available for Intermediate Lien Parity Bond debt service $ 153,303 $ 199,084 $ 196,045 $ 216,557 $ 255,735 
Add:  Prior lien debt service offset paid by PFC revenues(5) 14,814 3,971 1,893 419 0 
Add:  Prior lien debt service offset paid by CFC revenues(6) 19,689 19,667 19,632 20,217 21,431 

Available Intermediate Lien Revenues as first adjusted $ 187,806 $ 222,722 $ 217,570 $ 237,193 $ 277,166 

Debt service on Intermediate Lien Parity Bonds – gross of debt service offsets 79,222 127,029 145,522 133,487 146,518 
Less:  Debt service offsets paid from PFC revenues(5) (15,783) (28,640) (29,730) (28,406) (25,583)

Debt service on Intermediate Lien Parity Bonds – net of debt service offsets $  63,439 $  98,389 $ 115,792 $ 105,081 $ 120,935 

Coverage on Intermediate Lien Parity Bonds (calculated per Intermediate 
Lien Rate Covenant) 2.96 2.26 

 
1.88 2.26 2.29 

Debt service on Subordinate Lien Bonds (8) $  19,187 $  6,234 $  5,836 $  5,515 $ 8,949 
__________ 

(1) The use of certain revenues is restricted; these revenues (for example, SWU revenues and CFC revenues) are not legally available to pay debt service on all revenue bonds and 
therefore are excluded from gross revenue available for revenue bond debt service. For 2013, gross revenues included (1) a one-time recognition of revenue, $17,880,000, 
from the removal of security fund liability upon the expiration of the prior Signatory Lease and Operating Agreement, and (2) $14,304,000, straight-line rent adjustments for 
the lease incentive provided under the current Signatory Lease and Operating Agreement.  Airport revenues decreased in 2014 compared to 2013, because 2013 included a 
one-time increase when the Port recognized revenue of $17.9 million due to elimination of the liability associated with the security fund maintained under the prior airline 
agreement.   

(2) Operating expenses are adjusted for certain operating expenses paid with revenues derived from sources other than gross revenues such as consolidated rental car facility 
related operating expenses paid from CFCs and SWU operating expenses paid from SWU operating revenues. Operating expenses are also reduced by that portion of the 
Port’s property tax levy available to pay operating expenses (i.e. Port general purpose tax levy). See Appendix D.  

(3) In 2015 and 2016, the Port made its contractual payments, in the amount of $120,000,000 and $147,000,000, respectively, to the Washington State Department of 
Transportation (“WSDOT”) for the SR 99 Alaskan Way Viaduct Replacement Program. These payments were accounted for as a special item in the Port’s 2015 and 2016 
Statement of Revenues, Expenses, and Changes in Net Position and were funded by the issuance of 2015 Limited Tax General Obligation (“LTGO”) bonds and 2017 LTGO 
Bonds. The debt service associated with the 2015 LTGO bonds is included in the calculation of the Port’s general purpose tax levy, beginning in 2015, but the actual payment 
to WSDOT is excluded from the schedule, as the funds were used for capital projects owned by other governmental entities.  

(4) Nonoperating (expense) income—net is adjusted for the following: Interest expense, income that is not legally available to be pledged for revenue bonds debt service (such as 
CFC, tax levy, fuel hydrant facility revenues, donations for capital purposes, grants for capital projects, monies received and used for capital projects owned by other 
government entities (“public expense projects”) and other nonoperating SWU revenues and expenses). Certain non-cash items, such as depreciation are excluded, while other 
nonoperating revenues and expenses, such as environmental expense, are adjusted to a cash basis. The Port may also include certain proceeds from the sale of capital and non-
capital assets in the year the proceeds are received.  

(5) During 2008, the Port implemented using PFC revenues toward other specific revenue bonds debt service related to PFC-eligible projects. The Port, as authorized by the 
Federal Aviation Administration (“FAA”), has the authority to use PFCs to pay: (i) debt service on bonds secured solely with PFCs; (ii) eligible projects costs (definitions, 
terms and conditions are set by the FAA), and (iii) revenue bonds debt service related to eligible PFC projects. Historically, the Port used PFCs to pay PFC debt service and to 
pay eligible projects costs. 

(6) Washington State law provides for the Port’s authority to impose CFCs on rental car transactions at the Airport. CFCs may only be used to pay costs associated with the 
consolidated rental car facility including the payment of debt service on bonds issued to fund the facility. During 2009, the Port began using CFCs to pay debt service on 
related bonds, including the Refunded Bonds. 

(7) During 2015, the Port adopted the requirements of GASB Statement No. 68, Accounting and Financial Reporting for Pensions–an amendment of GASB Statement No. 27, and 
GASB Statement No. 71, Pension Transition for Contributions Made Subsequent to the Measurement Date–an Amendment of GASB Statement No. 68 retroactively by 
restating the financial statements for 2014 in operating revenues, operating expenses and nonoperating income–net. 

(8) Starting in 2009, the Port used PFCs to pay PFC-eligible subordinate lien debt service and associated debt fees. However, such amounts are not permitted offsets in the legal 
coverage calculation on subordinate lien bonds. 

Source:  Port of Seattle. 
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OUTSTANDING FIRST LIEN BONDS, INTERMEDIATE LIEN PARITY BONDS,  
AND SUBORDINATE LIEN PARITY BONDS 

Table 2, below, presents, in aggregate, debt service for the Port’s outstanding First Lien Bonds, Intermediate Lien Parity Bonds and Subordinate Lien Parity 
Bonds. 

TABLE 2 
 

REVENUE BOND DEBT SERVICE 
FOR FIRST LIEN BONDS, INTERMEDIATE LIEN PARITY BONDS, AND SUBORDINATE LIEN PARITY BONDS 

  Intermediate Lien Bonds(2)   
   Series 2017 Bonds    

Year Ending 
Dec. 31 

Outstanding 
First Lien Bonds(1) Outstanding Principal Interest Total Total(1) 

Subordinate 
Lien Bonds(3)  

Total Debt 
Service(1)(2) 

   2017(4) $42,937,989 $137,408,732 $1,880,000 $1,787,040 $3,667,040 $141,075,772 $24,319,641 $208,333,402 
2018 32,798,131 139,559,213 9,700,000 11,142,536 20,842,536 160,401,748 44,487,151 237,687,030 
2019 44,752,389 131,833,908 16,520,000 16,189,967 32,709,967 164,543,875 44,547,821 253,844,085 
2020 37,549,711 133,993,025 31,320,000 25,409,144 56,729,144 190,722,169 44,600,181 272,872,060 
2021 38,418,706 147,822,100  32,690,000 27,036,346 59,726,346 207,548,446 29,495,090 275,462,241 
2022 25,024,281 153,438,550 34,190,000 25,795,909 59,985,909 213,424,459 29,560,618 268,009,357 
2023 25,032,687 143,184,350 35,770,000 24,461,572 60,231,572  203,415,922 15,173,525 243,622,134 
2024 25,028,014 142,672,425 37,445,000 23,027,544 60,472,544 203,144,969 15,204,465 243,377,448 
2025 39,523,814 123,322,738 24,510,000 21,712,207 46,222,207 169,544,944 15,233,727 224,302,486 
2026 39,533,439 123,304,450 25,950,000 20,532,443 46,482,443 169,786,893 15,269,577 224,589,910 
2027 23,523,869 123,316,375 32,195,000 19,132,650 51,327,650 174,644,025 15,302,976 213,470,871 
2028 24,328,469 122,327,750 20,425,000 17,836,109 38,261,109 160,588,859 15,342,285 200,259,613 
2029 28,122,589 121,291,375 17,790,000 16,937,831 34,727,831 156,019,206 15,384,849 199,526,644 
2030 28,119,949 121,696,125 18,865,000 16,124,212 34,989,212 156,685,337 15,429,303 200,234,589 
2031 18,619,731 102,600,625 29,675,000 15,091,879 44,766,879 147,367,504 15,479,647 181,466,882 
2032 13,620,096 75,293,000 36,300,000 13,734,004 50,034,004 125,327,004 15,532,518 154,479,618 
2033 - 74,867,750 38,110,000 12,185,460 50,295,460 125,163,210 15,588,635 140,751,845 
2034 - 50,828,500 40,030,000 10,537,140 50,567,140 101,395,640 - 101,395,640 
2035 - 50,833,625 42,035,000 8,805,885 50,840,885 101,674,510 - 101,674,510 
2036 - 35,521,125 44,135,000 6,987,785 51,122,785 86,643,910 - 86,643,910 
2037 - 35,330,750 17,340,000 5,623,000 22,963,000 58,293,750 - 58,293,750 
2038 - 34,794,375 18,245,000 4,722,094 22,967,094 57,761,469 - 57,761,469 
2039 - 34,789,375 19,195,000 3,762,956 22,957,956 57,747,331 - 57,747,331 
2040 - 34,793,625 20,200,000 2,753,756 22,953,756 57,747,381 - 57,747,381 
2041 - - 21,270,000 1,691,431 22,961,431 22,961,431 - 22,961,431 
2042 - - 22,380,000 573,288 22,953,288 22,953,288 - 22,953,288 

TOTAL(3): $486,933,863 $2,394,823,866 $688,165,000 $353,594,188 $1,041,759,188 $3,436,583,054 $385,952,007 $4,309,468,924 
__________ 
Note:  Totals may not add due to rounding. 
(1) Excludes the Refunded Bonds. 
(2) Debt service is net of capitalized interest. 
(3) Assumes an average interest rate of 3.67% per annum (Bond Buyer 40 Bond Index as of July 2, 2017) for all outstanding variable rate bonds, excluding Subordinate Lien Commercial Paper.  
Assumes level debt service to 2022 for the variable rate Series 1997 Subordinate Lien Bonds and level debt service to 2033 for the Series 2008 Subordinate Lien Bonds, in each case with principal 
payments commencing in 2018. Excludes the Port’s subordinate lien commercial paper program, which is authorized in the amount of $250 million, and as of July 2, 2017, was outstanding in the 
amount of $29,655,000. 
(4) Includes debt service paid or to be paid in 2017. 
Source: Port of Seattle. 
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THE PORT OF SEATTLE 

Introduction 

The Port is a municipal corporation of the State organized on September 5, 1911, under provisions of the laws of the 
State, now codified at RCW 53.04.010 et seq.  In 1942, the local governments in the County selected the Port to 
operate the Airport.  In addition to the Airport, the Port owns and operates various maritime facilities and industrial 
and commercial properties.  The Port also owns container shipping terminals and has licensed these terminals, along 
with certain industrial properties, to the Northwest Seaport Alliance (the “Seaport Alliance”), a port development 
authority formed jointly in 2015 with the Port of Tacoma to manage the two ports’ container shipping terminals and 
related industrial properties.  The Port’s major business is the Airport, which accounted for $465.3 million 
(78 percent) of its total operating revenue in 2016. 

The Port revised its organizational structure in 2015 and 2016.  The Aviation Division continues as a separate 
operating division.  Container shipping terminals and certain industrial properties that were formerly part of the 
Seaport Division have been licensed to the Seaport Alliance.  Other former Seaport Division businesses and 
facilities – cruise, the grain terminal and certain other properties – were combined with recreational and commercial 
marinas into a newly formed Maritime Division.  The Port has eliminated the Real Estate Division and created an 
Economic Development Division that includes certain commercial properties and has responsibility for the Port’s 
broader economic development activities, including property development, tourism, workforce development and 
small business initiatives (both formerly part of administrative services).  In addition to the Port’s operating 
divisions, several departments provide corporate and capital development services to the operating divisions; the 
costs associated with these services are charged or allocated to the operating divisions and the Seaport Alliance. 

Port Management 

The Port Commission.  Port policies are established by the five-member Commission elected at large by the voters 
of the County for four-year terms.  The Commission appoints the Executive Director and hires Commission staff.  
The Commissioners also act on behalf of the Port in its capacity as a Managing Member of the Seaport Alliance. 

On February 1, 2017, former Chief Executive Officer Ted Fick resigned his post. Former Chief Operating Officer 
David Soike has been appointed Interim Executive Director.  The Port expects to hire a permanent Executive 
Director by the end of the year. 

The current Commissioners are: 

TOM ALBRO — President; founder and executive of several companies in 
construction, transportation and health care administration.  
Mr. Albro was elected to the Commission in 2009 and was re-
elected in 2013.  Mr. Albro has announced that he does not plan to 
seek another term. 

COURTNEY GREGOIRE — Vice President; attorney at Microsoft.  Ms. Gregoire was appointed 
on March 15, 2013 to an unexpired term of office, was elected to 
the Commission in November 2013 to serve for the remaining term 
to December 31, 2015, and was re-elected in 2015. 

STEPHANIE BOWMAN — Secretary; Executive Director of Washington Asset Building 
Coalition.  Ms. Bowman was appointed on May 3, 2013 to an 
unexpired term of office and was elected to the Commission in 
November 2013. 

FRED FELLEMAN 

 

— Assistant Secretary; environmental consultant. Mr. Felleman was 
elected to the Commission in November 2015. 
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JOHN CREIGHTON  — Commissioner at Large; experience as a corporate attorney with an 
international practice. Mr. Creighton was first elected to the 
Commission in November 2005, was re-elected in 2009 and 2013, 
and served three one-year terms as Commission President. 

Certain Executive Staff.  Through resolutions and directives, the Commission sets policy for the Port.  The policies 
set by the Commission are implemented by the Port’s Executive Director and the Port’s staff.  Brief resumes of the 
Interim Executive Director and certain other staff members are provided below. 

DAVID SOIKE, INTERIM EXECUTIVE DIRECTOR, was appointed Interim Executive Director on February 2, 
2017. As Interim Executive Director Mr. Soike directs the Port’s staff in carrying out the policies established by the 
Commission. He was promoted to Chief Operating Officer in March 2016 from the position of Aviation Director of 
Facilities and Capital Programs.  Mr. Soike has worked with the Port for nearly 36 years, beginning as a junior 
engineer and advancing into positions in project management, maritime and aviation.  Mr. Soike holds a bachelor’s 
degree in civil engineering from Washington State University and a master’s degree in business administration from 
the University of Washington Foster School of Business.   

DAN THOMAS, CHIEF FINANCIAL OFFICER, has been with the Port since 1990 and has served as Chief 
Financial Officer since 2000.  Mr. Thomas served as the Port’s Director of Finance and Budget from 1997 through 
2000.  As Chief Financial Officer, Mr. Thomas oversees the accounting, finance, treasury, budgeting, risk 
management, business intelligence and information technology functions.  He holds a bachelor’s degree in 
economics from Pennsylvania State University and a master’s degree in business administration in finance from the 
University of Washington Foster School of Business. 

LANCE LYTTLE, MANAGING DIRECTOR, AVIATION, joined the Port in January, 2016.  Prior to joining the 
Port, Mr. Lyttle served as the Chief Operating Officer for the Houston Airport System.  Preceding his work at the 
Houston Airport System, Mr. Lyttle served in top executive jobs at the Atlanta Hartsfield-Jackson International 
Airport.  At the Port, Mr. Lyttle manages the Airport’s operations and businesses and leads efforts to develop a 
sustainable airport master plan for the future.  Mr. Lyttle has a B.Sc. (Physics and Computer Science) from the 
University of the West Indies, and a Master of Science in Management Information Systems from the University of 
the West Indies. 

LINDSAY PULSIFER, MANAGING DIRECTOR, MARITIME, has been with the Port for more than 30 years and 
has served as Managing Director of the Maritime Division since 2015.  In the role of Managing Director of 
Maritime, Ms. Pulsifer is responsible for the Port’s cruise operations, fishing and commercial operations, grain, 
recreational boating, industrial properties and marine maintenance.  Prior to her promotion, Ms. Pulsifer served as 
the Port’s general manager of Marine Maintenance.  Ms. Pulsifer holds a master’s degree in business administration 
from the University of Washington Foster School of Business.  Ms. Pulsifer has announced her intention to retire in 
the near future.  

DAVID MCFADDEN, MANAGING DIRECTOR, ECONOMIC DEVELOPMENT, joined the Port in 2015.  
Mr. McFadden comes to the Port with more than 20 years of experience in economic development and business 
growth as President and CEO of the Yakima County Development Association.  Mr. McFadden’s responsibilities 
include overseeing the Port’s commercial properties, real estate development initiatives, workforce development and 
tourism. Mr. McFadden received his Bachelor of Science Degree with Honors in Social Assessment and Policy and 
Master of Arts in Political Science from Western Washington University and is a Certified Economic Developer and 
Economic Development Finance Professional. 

CRAIG WATSON, GENERAL COUNSEL, has been an attorney with the Port since 1990 and was named General 
Counsel in 2005.  Mr. Watson’s duties include providing legal advice to the Executive Director and Port 
Commission, supervising a staff of seven in-house attorneys and managing outside legal counsel.  At the Port, 
Mr. Watson has worked on labor and employment law, construction-related matters, personal injury cases and 
insurance coverage matters.  Previously, he worked for the Portland-based law firm of Bullivant Houser Bailey in its 
Seattle office as a civil litigator specializing in property loss and personal injury matters.  Mr. Watson received his 
law degree in 1984 from Willamette University.  After law school, he served as a clerk at the Oregon Court of 
Appeals. 
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THE AIRPORT 

The Airport is located approximately 12 miles south of downtown Seattle.  Currently, the Airport has facilities for 
commercial passengers, air cargo, general aviation and maintenance on a site of approximately 2,500 acres.  Airport 
facilities include the Main Terminal and the South and North Satellites accessed via an underground train, a parking 
garage, and a consolidated rental car facility.  The Airport has three runways that are 11,900 feet, 9,425 feet and 
8,500 feet in length, respectively. 

The Airport is the largest airport in the State.  The Airport serves as the primary airport for the Seattle Metropolitan 
Area, which includes King, Snohomish and Pierce Counties, and much of western Washington State.  The Seattle 
Metropolitan Area is the major population and business center in the State.  Comparable airports in the region that 
currently provide commercial passenger and cargo service include:  Portland International Airport in Oregon, 
approximately 160 miles to the south of the Airport, and Vancouver International Airport in British Columbia, 
approximately 155 miles to the north of the Airport.  In addition, the Spokane International Airport in eastern 
Washington State, approximately 270 miles to the east of the Airport, provides domestic and international passenger 
service.  There are several smaller regional airports in the Seattle region that offer cargo services, commercial 
passenger service and general aviation services.  For example, Bellingham International Airport had approximately 
0.5 million enplaned passengers in 2016.  A new two-gate commercial passenger terminal is being constructed at 
Paine Field near the City of Everett, located approximately 40 miles north of the Airport. Alaska Air Group has 
announced that it will operate commercial passenger service out of Paine Field, with flights scheduled to begin in 
fall 2018.  Other regional airports also may be able to add or expand commercial passenger service in the future. 

Passenger Activity at the Airport 

Passenger Enplanements.  The Airport served approximately 22.8 million enplaned (embarked) passengers in 2016.  
Approximately 2.4 million (10.6 percent) of enplaned passengers were on non-stop flights to international 
destinations in 2016. 

The following table illustrates the changes in enplanements at the Airport from 2012 through 2016, and from 
January through May 2017 compared to January through May 2016.   

TABLE 3 

SEATTLE-TACOMA INTERNATIONAL AIRPORT 
HISTORICAL ENPLANED PASSENGERS 

2012 – 2016 
 

Year Domestic 
Percentage 

Increase International 
Percentage 

Increase 
Total Enplaned 

Passengers 
Percentage 

Increase 
2016 20,385,030 7.6 2,411,088 11.4 22,796,118 8.0 
2015 18,944,106 12.6 2,164,650 14.4 21,108,756 12.8 
2014 16,824,379 7.8 1,892,399 6.8 18,716,778 7.7 
2013 15,604,129 4.1 1,772,187 9.8 17,376,316 4.7 
2012 14,982,946 0.5 1,614,378 8.8 16,597,324 1.2 

   
Source:  Port of Seattle. 

YEAR-TO-DATE COMPARISON 
JANUARY – MAY 2016 AND 2017 

 

Year Domestic 
Percentage 

Increase International 
Percentage 

Increase 
Total Enplaned 

Passengers 
Percentage 

Increase 
2017 7,793,646 2.8 1,002,119 12.2 8,795,765 3.8 
2016 7,582,294  893,506  8,475,800  

  
Source:  Port of Seattle. 
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O&D and Connecting Passenger Traffic.  More than two-thirds of the Airport’s domestic passenger activity is origin 
and destination (“O&D”) activity, meaning that passengers either begin or end their trips at the Airport.  In 2016 (the 
last year for which O&D data is available), the estimated percentage of O&D passenger traffic at the Airport was 
69.4 percent, based upon 2016 O&D data from the U.S. Department of Transportation’s database.  The Airport’s 
predominately O&D nature means that activity levels at the Airport are closely linked to the underlying economic 
strength of the geographic area served by the Airport.  See Appendix I—DEMOGRAPHIC AND ECONOMIC 
INFORMATION.  As shown in Table 4, the Airport’s top domestic O&D markets with at least one percent of 
market share in 2016 together represented more than 72.9 percent of enplaned passengers, and all but three were 
medium- or long-haul markets at least 500 miles from Seattle.  

Connecting traffic is considered more discretionary than O&D traffic, because passengers may choose other 
connecting airports based on the price and/or convenience of routes established by airlines. Additionally, connecting 
traffic can be influenced by airline decisions to shift connecting activity from one airport to another.  The following 
table shows the top domestic passenger O&D markets for the Airport in 2016.  

TABLE 4 

SEATTLE-TACOMA INTERNATIONAL AIRPORT 
TOP DOMESTIC PASSENGER ORIGIN-DESTINATION MARKETS AND AIRLINE SERVICE 

(WITH AT LEAST ONE PERCENT OF MARKET SHARE) 2016 
  

Rank Market of Origin or Destination(1) 

Approximate 
air miles 

from Seattle 

Share of market, 
based on enplaned 
passengers (%)(2) 

1 Los Angeles, CA  952 13.0 
2 San Francisco, CA  674 10.6 
3 Las Vegas, NV 889 4.4 
4 New York City, NY 2,450 4.1 
5 Phoenix, AZ 1,121 3.9 
6 San Diego, CA 1,069 3.4 
7 Chicago, IL 1,761 3.3 
8 Denver, CO 1,037 3.1 
9 Dallas/Ft. Worth, TX 1,722 2.4 
10 Sacramento, CA 612 2.2 
11 Washington, DC 2,408 2.0 
12 Boston, MA 2,567 2.0 
13 Minneapolis/St. Paul, MN 1,448 1.8 
14 Atlanta, GA 2,241 1.8 
15 Salt Lake City, UT 701 1.7 
16 Spokane, WA 224 1.6 
17 Anchorage, AK 1,453 1.6 
18 Houston, TX 1,909 1.5 
19 Honolulu, HI 2,742 1.5 
20 Orlando, FL 2,553 1.4 
21 Kahului, HI 2,684 1.2 
22 Detroit, MI 1,927 1.1 
23 Boise, ID 402 1.1 
24 Austin, TX 1,771 1.1 
25 Portland, OR 130 1.1 

  Subtotal   72.9 
  All other cities   27.1 
  Total 100.0 

__________ 
Note:   Totals may not add due to rounding.  
(1) Each market includes the major airports within the market. 
(2) Compiled by the Port from U.S. Department of Transportation Statistics, T-100 Domestic Market Schedule T2. 
Source:  Port of Seattle. 
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Passenger Airlines Serving the Airport.  Passenger enplanements at the Airport are spread over a variety of air 
carriers, with Alaska accounting for the largest share of enplaned passengers at the Airport in 2016 (38.6 percent).  
Alaska and Horizon Air Industries, Inc. (“Horizon”) operate a regional hub that serves passengers connecting to and 
from regional destinations and together accounted for 49.9 percent of enplaned passengers at the Airport in 2016.  
Alaska and Horizon are separately certificated airlines both owned by the Alaska Air Group.  In December 2016, the 
Alaska Air Group acquired Virgin America, which will expand Alaska’s service in California.  Virgin America 
accounted for 1.2 percent of enplanements at the Airport in 2016. 

Delta accounted for the second largest share of enplaned passengers (20.5 percent) at the Airport in 2016, up from 
11.5 percent in 2012.  In 2014, Delta named the Airport as one of its hub airports.  Delta has grown by adding both 
international and domestic service and recently announced additional service between Seattle and San Francisco and 
Los Angeles. Three other airlines combined accounted for an additional 19.9 percent of enplanements during 2016. 
The following table illustrates the market shares in 2016 and 2012 of the passenger airlines with a one percent or 
greater share of enplaned passengers at the Airport.  Because Alaska and Delta together represent more than 50 
percent of market share at the Airport, the Port is required to annually submit a competition plan to the FAA.  The 
most recent competition plan update was submitted prior to its due date of February 22, 2016 and was approved in 
April 2016; the next update is due later in 2017 or upon adoption of a new or amended airline lease agreement. 

TABLE 5 

SEATTLE-TACOMA INTERNATIONAL AIRPORT 
AIRLINES RANKED BY ENPLANED PASSENGER TRAFFIC 

(2012 and 2016) 
 

Airline 

 
2012 

Enplanements 

2012 
Enplanements 

Share (%) 

 
2016 

Enplanements 

2016 
Enplanements 

Share (%) 
Alaska Airlines(1) 6,051,964 36.5 8,806,292 38.6 
Horizon Airlines 2,343,579 14.1 2,561,063 11.2 

Alaska Air Group Subtotal 8,395,543 50.6 11,367,355 49.9 
     
Delta Air Lines(2) 1,911,144 11.5 4,672,345 20.5 
Southwest Airlines  1,403,814 8.5 1,710,854 7.5 
United Airlines(3) 1,783,441 10.7 1,441,007 6.3 
American Airlines(4) 719,291 4.3 1,387,114 6.1 
JetBlue Airways  260,785 1.6 287,549 1.3 
Virgin America(5)  329,097 2.0 271,757 1.2 
US Airways(4) 503,337 3.0 - - 
Frontier Airlines(6) 268,590 1.6 - - 
Hawaiian Airlines(6) 179,535 1.1 - - 
All Others(7) 842,747 5.1 1,658,137 7.3 

Airport Total 16,597,324 100.0 22,796,118 100.0 
__________ 
Note:  Totals may not foot due to rounding. 
(1) Includes flights operated by SkyWest. 
(2) Includes Delta connections (in 2012, operated by SkyWest, Express Jet, and Mesaba Airlines; in 2016, operated by SkyWest and Compass 

Airlines).   
(3) Includes United Express (operated by SkyWest) and Continental Airlines.   
(4) American Airlines and US Airways merged in April 2014. In 2016, American Airlines included flights operated by American Eagle. 
(5) In December, 2016, Alaska Air Group acquired Virgin America. 
(6) Included in “All Others” category in 2016 (2016 market share of less than one percent). 
(7) Includes all airlines with less than one percent market share each. 
Source:  Port of Seattle.  

The Port also provides facilities for air cargo services.  In 2016, air cargo at the Airport totaled 366,431 metric tons 
compared to 332,636 metric tons in 2015.  
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Airport Business Agreements 

The following table shows Aviation Division operating revenue by major source, and net operating income before 
depreciation for fiscal year ended December 31, 2016. 
 

TABLE 6 

AVIATION DIVISION NET OPERATING INCOME  
($ IN THOUSANDS) 

Sources 2016 
  
Aeronautical Revenues  
Terminal(1)  $141,549  
Airfield(1)  88,311  
Other(2)  14,374  

Total Aeronautical Revenues  $244,234  
  
Non-Aeronautical Revenues  
Public parking  $69,540  
Airport dining and retail  56,348  
Rental car  37,082  
Customer facility charges for operations(3)  12,122  
Ground transportation  12,803  
Commercial properties  9,992  
Utilities  7,233  
Other(4)  15,902  

Total Non-Aeronautical Revenues  $221,022  
  
Total Aviation Division Operating Revenues  $465,256  

Total Aviation Division Operating Expenses  261,226  
Net Operating Income Before Depreciation  $204,030  

__________ 
(1) Net of revenue sharing with the signatory airlines.  See “—The Airline 

Agreements.” 
(2) Consists primarily of revenues from airfield commercial area, aircraft overnight 

parking and badging fees. 
(3) Excludes CFCs accounted for as non-operating revenue, which are used to pay 

debt service. 
(4) Consists primarily of employee parking revenues.  
Source:  Port of Seattle. 
 

The Airline Agreements 

Status of Airline Agreements. The Port has begun negotiations with the airlines in connection with a new or amended 
lease and operating agreement to replace the current Signatory Lease and Operating Agreement (“SLOA III”), 
which is scheduled to expire on December 31, 2017. The Port expects to review its proposed agreement with the 
FAA prior to final adoption and to update its competition plan to take into account the new or amended agreement.   

Current Agreement. The Airport derives a significant portion of its revenues from air carriers using the Airport.  
Pursuant to FAA guidelines, the Airport passes aeronautical costs on to the air carriers.  Traditionally this has been 
accomplished through lease and operating agreements at the Airport.  In 2013, the Port approved SLOA III.  By 
December 31, 2013, airlines representing 99.9 percent of passenger traffic were signatories.  SLOA III will expire 
on December 31, 2017, unless terminated earlier or extended in accordance with its terms.   

Fee Structure.  SLOA III establishes several types of fees designed to recover operating and capital costs of the 
associated aeronautical facilities on the Airfield (described below) and in the terminal.  In calculating each type of 
rates and charges under SLOA III, the Port is required to reduce the applicable capital or operating costs by any 
amounts reimbursed or covered by government grants or PFCs, any insurance or condemnation proceeds or other 
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third-party payments, any reimbursements made by an airline in connection with projects undertaken for the benefit 
of an airline and any premiums paid by non-signatory airlines.  Total costs are comprised of operating and capital 
costs allocated to the various components of the Airfield and the terminal. 

Capital costs include: a charge for cash-funded assets placed into service on or after 1992, debt service costs (net of 
PFCs) allocable to revenue bond-funded capital improvements placed into service, and a debt service coverage fee if 
necessary to maintain total Airport-related debt service coverage at no less than 125 percent of debt service for that 
fiscal year.  The debt service coverage fee provides a mechanism for the Port to increase charges if necessary to 
achieve 1.25 times Airport-related debt service coverage.   

SLOA III also provides that if the Airport’s Net Revenue (calculated as provided in SLOA III) exceeds 125 percent 
of total Airport-related debt service coverage in any fiscal year, 50 percent of the amount in excess of that threshold 
will be credited to the signatory airlines.   

Airfield Rates and Charges.  As defined in SLOA III, the “Airfield” is comprised of three areas: the Airfield Apron 
Area (the area immediately adjacent to the terminal building and areas for overnight aircraft parking), the Airfield 
Movement Area and the Airfield Commercial Area (including, but not limited to, the land, taxi lanes, ramps and the 
terminal used primarily for cargo activities and aircraft maintenance), and related costs and fees are calculated 
separately for each area. The most significant fee is the landing fee charged for use of the landing areas, runways, 
taxiways, adjacent field areas and related support facilities that comprise the Airfield Movement Area.  The landing 
fee is computed by (i) adding budgeted capital costs (including Airport-related debt service and debt service 
coverage, if required) and operating expenses allocable to the Airfield Movement Area, (ii) subtracting other fees for 
use of the Airfield Movement Area and any nonsignatory airline premium payments and then (iii) dividing the total 
by the maximum gross landed weight estimated by the Port for the next fiscal year. Similarly, fees for use of the 
Airfield Apron Area are calculated based on the operating and capital costs, including Airport-related debt service 
and Airport-related debt service coverage if required, allocable to those areas and charged to carriers based on 
landed weight. The Airfield Commercial Area is a separate compensatory (not cost recovery) cost center.  

Terminal Rates and Charges.  Airline terminal rental rates are based in part on the Terminal Building Requirement, 
which is computed by multiplying the total of budgeted operating expenses and capital costs, including Airport-
related debt service and Airport-related debt service coverage (if required) allocated to the terminal, by the ratio of 
airline rentable space to total rentable space, less any non-signatory airline premiums included in rent payable by 
non-signatory airlines. Excluded from the cost recovery formula is any airline office or club space that is vacant.  
Use of the baggage system, passenger loading bridges, airline support systems and equipment and the federal 
inspection facility are calculated and charged separately; these are also based upon operating expenses and capital 
costs, and the Port may use non-aeronautical revenues to off-set costs associated with the federal inspection facility 
cost center. 

Rates may be adjusted mid-year upon 30 days of notice to the airlines if actual results are expected to vary from 
budget projections by more than 10 percent.  A final adjustment is made each year for the actual results of the prior 
year.   

Capital Project Approval.  SLOA III includes a list of previously approved capital improvement projects.  SLOA III 
provides that if, by the time the Port elects to proceed with construction, the capital cost of any project on that 
approved list exceeds 110 percent of the cost to be included in the airline rate base presented in the agreement and 
the increase is not otherwise exempt under the agreement, the Port will notify the airlines and a Majority-in-Interest 
of the airlines may request a delay of 180 days on the project.  A Majority-in-Interest is defined in SLOA III as air 
carriers that account for more than 55 percent of all signatory carriers and also account for more than 55 percent of 
terminal rents and landing fees paid by signatories in the preceding year.  The Airport may notify the signatory 
airlines if it intends to construct any new project not included in the list of previously approved projects.  If, within 
30 days after the Port’s notice, a Majority-in-Interest objects to the new project, the Airport must delay construction 
for 12 months.  

Future Rates and Charges Alternatives.  If an agreement is not executed prior to December 31, 2017, the Port 
expects to continue the current agreement on a month-to-month basis.  Alternatively, pursuant to FAA guidelines, 
the Port can establish rates and charges by resolution or by a lease and use operating agreement. In the event that a 
lease and use operating agreement were not then in effect, rates and charges would be set by resolution.  In 2013, the 
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Port adopted Resolution No. 3677, as amended, unilaterally establishing rates and charges for airlines serving the 
Airport.  Upon execution of SLOA III, the implementation of Resolution No. 3677, as amended, was suspended.  
Upon expiration of SLOA III and absent any further action by the Commission or any new or amended agreement 
with the airlines, the Port Commission can direct the Managing Director, Aviation to implement the provisions of 
Resolution No. 3677, as amended. 

Other Airport Businesses and Agreements.  The Aviation Division’s non-airline revenues include revenues from 
public parking, rental car and employee parking fees; terminal concession agreements; ground transportation, rental 
car and other concession fees, and revenues from Airfield, terminal and other commercial property leases.  

Public Parking.  The Aviation Division operates an eight-floor parking garage for short-term and long-term public 
parking and for use by employees.  The Port also provides approximately 1,500 parking spaces in a remote lot 
operated by a third party.  In addition, privately-owned parking facilities compete with Airport parking.  There are a 
number of privately owned and operated parking facilities offering a range of quality, cost and service, including 
facilities very near the Airport.  

Rental Cars.  The Airport leases space in a consolidated facility (which opened in 2012) to rental car operators and 
receives a concession fee based upon the gross revenues of rental car operations at the Airport and land rent. All 
rental car companies are required either to operate from the consolidated rental car facility or to use the facility to 
drop off or pick up their customers.  At this time, nearly all of the rental car companies currently serving the Airport 
operate from the consolidated rental car facility.  See “Customer Facility Charges.” 

Passenger Terminal Concession Agreements—Dining and Retail.  The Airport offers a range of dining and retail 
options, which include restaurants, specialty retail, convenience retail, duty-free goods and personal services, to the 
traveling public.  The Port currently uses a direct leasing model at the Airport.  The Port  takes a staggered approach 
to handling these leases  by soliciting proposals in groups of leasing opportunities.  The Port manages the program 
to provide passengers with a range of dining and retail options throughout the terminal.  Under the lease agreements, 
Airport dining and retail tenants pay rent based on a percentage of gross sales subject to a minimum annual 
guarantee.  The tenants are subject to Port oversight of operations and quality assurance standards.  The tenants also 
must adhere to a policy requiring that prices charged at the Airport be consistent with local prices at comparable 
businesses located off of airport property, commonly referred to as “street pricing.”  To accommodate a recent 
increase in the minimum wage within the City of SeaTac, the street pricing policy was modified to include a 10 
percent premium over comparable local prices; this premium gradually declines on an annual basis, reaching zero by 
January 1, 2020. 

Miscellaneous Business Arrangements and Revenues.  The Airport has agreements with a variety of ground 
transportation companies, under which the Port receives either concession fees or per-trip fees and permit fees.  
These include taxi and transportation network company service; various shuttle services also serve the Airport and 
pay a per-trip fee.  In addition, there are standard land leases and other fees for other aeronautical and non-
aeronautical tenants and users at the Airport, such as an in-flight kitchen and cargo hardstand revenues.   

Regulation 

Rates and Charges Regulation; Federal Statutes.  Federal statutes and FAA regulations require that an airport 
maintain a rate structure that is as self-sustaining as possible and generally (with certain exceptions) limit the use of 
all revenue (including local taxes on aviation fuel and other airport-related receipts) generated by an airport 
receiving federal financial assistance to purposes related to the airport.  Federal statutes also provide that, without air 
carrier approval, an airport may not include in its rate base debt service allocable to projects not yet completed and 
in service. 

Federal statutes include provisions addressing the requirements that airline rates and charges set by airports 
receiving federal assistance be “reasonable” and authorize the U.S. Secretary of Transportation to review rates and 
charges complaints brought by air carriers. 

The Port operates the Airport pursuant to an airport operating certificate issued annually by the FAA after an on-site 
review.  In addition to this operating certificate, the Airport is required to obtain other permits and/or authorizations 
from the FAA and other regulatory agencies and is bound by contractual agreements included as a condition to  the 
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grants the Port receives under the FAA’s grant programs.  Federal law also governs certain aspects of rate-setting 
and restricts grants of exclusive rights to conduct an aeronautical activity at an airport that receives or has received 
federal grants and other property.  All long-term facility planning is subject to the FAA’s approval; the Port is 
subject to periodic audits by the FAA; the Port’s use of Airport revenues is subject to review by the FAA; and the 
Port’s use of PFC revenue and grant proceeds is also subject to FAA approval, audit and review.  The Port is also 
required to comply with the provisions of the federal Aviation and Transportation Security Act, with other federal 
security statutes and with the regulations of the Transportation Security Administration (the “TSA”).  Security is 
regulated by the FAA and the TSA. 

The FAA completed a revenue use audit of the Port in 2015 and issued preliminary findings of certain items that 
may not qualify for Airport funding.  The Port has submitted initial responses to some of the items and intends to 
complete its responses to the FAA by August.  Should the FAA ultimately determine that the items in question do 
not qualify, the Port may need to reimburse these expenditures, from non-Airport funds, for up to an estimated $10 
million and use non-Airport funds for these items in the future.  

Other Regulation.  The Port also is regulated by the federal Environmental Protection Agency and the Washington 
State Department of Ecology in connection with various environmental matters, including the handling of deicing 
materials and airline fuels and lubricants, protection of wetlands and other natural habitats, disposal of storm water 
and construction wastewater runoff and noise abatement programs. The Port’s handling of noise, including 
restrictions and abatement programs, is also subject to the requirements of federal and State statutes and regulations. 

Passenger Facility Charges 

PFCs are fees collected from enplaned paying passengers to finance eligible, approved airport-related project costs, 
subject to FAA regulation.  Airport operators are required to apply to the FAA for approval before imposing or 
using PFCs.  The FAA has authorized the Port to impose a PFC of $4.50 per paying enplaned passenger, the 
maximum allowable under current law. 

PFC revenue is not included in the definition of “Gross Revenue” under the First Lien Master Resolution or the 
Intermediate Lien Master Resolution.  PFC revenue remaining after payment of the PFC Bonds, however, may be 
applied to pay a portion of debt service on Port revenue bonds issued to finance PFC-eligible projects.  Since 2008, 
the Port has applied and expects to continue to apply PFC revenue to pay a portion of debt service on such revenue 
bonds.  Such amounts may not be taken into account when calculating debt service coverage of First Lien Bonds but 
may be taken into account when calculating compliance with the Intermediate Lien Rate Covenant.  See Table 2, 
“Historical First Lien Bond and Intermediate Lien Parity Bond Debt Service Coverage by Lien Calculated per 
Applicable Rate Covenant For the Years Ended December 31.”  Before the Port can use PFC revenue to pay debt 
service on any of its bonds, the Port is required to obtain FAA consent.  Since the Port implemented its PFC 
program in 1992, it has obtained FAA authorizations, pursuant to five PFC application approvals, to impose and use 
approximately $2.2 billion of PFC revenues (at the $4.50 PFC level and including investment income) for various 
projects.  As of March 31, 2017, of the $2.2 billion of approved authority, the Port has remaining unspent authority 
of approximately $1.0 billion (and remaining projected aggregate PFC Bond debt service of $134.2 million).  The 
Port has applied for additional PFC authorization, for projects including the North Satellite Renovation and 
Expansion project and the International Arrivals Facility, and in its public notice estimated the total PFC revenue to 
be collected under the application at approximately $1.7 billion.  The Port expects a response from the FAA by 
September 20, 2017. 

PFCs are imposed by the Port, collected by the airlines from paying passengers enplaning at the Airport and remitted 
to the Port (net of a handling fee, currently equal to $0.11 for each PFC collected).  The annual amount of PFCs 
collected by the Port depends upon the number of passenger enplanements at the Airport and the timely remittance 
of PFCs by the airlines.  No assurance can be given that PFCs actually will be received in the amounts or at the 
times contemplated by the Port in its capital funding plans.  In addition, the FAA may terminate or reduce the Port’s 
authority to impose PFCs, subject to informal and formal procedural safeguards, if the FAA determines that the Port 
has violated certain provisions of federal law or the PFC or other federal regulations, or if the FAA determines that 
PFC revenue is not being used for approved PFC projects or that implementation of such projects did not begin 
within the time frames specified in the PFC statute or the PFC regulations.  Future PFC applications may be denied 
if the FAA determines that the Port violated any of its federal grant assurances or violated certain federal statutes 
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and regulations applicable to airports.  Amounts received or receivable under the PFC program are also subject to 
audit and adjustment by the FAA.  The Port has never been found in violation of or been notified by the FAA as 
being out of compliance with federal grant assurances or applicable federal statutes and regulations other than as 
noted under the heading “—Regulation.”  

Customer Facility Charges  

Pursuant to RCW 14.08.120(7) (the “CFC Act”), the Port is authorized, at rates determined by the Port, to impose a 
CFC upon customers of rental car companies accessing the Airport.  The CFC Act limits the uses for which the Port 
may collect the CFC.  Specifically, the Port may impose the CFC only “for the purposes of financing, designing, 
constructing, operating, and maintaining consolidated rental car facilities and common use transportation equipment 
and facilities which are used to transport the customer between the consolidated car rental facilities and other airport 
facilities.” 

The Port has been collecting the CFC since 2006, and since 2012 has collected a CFC of $6.00 per transaction day.  
The Port has exclusive rate-setting ability with respect to CFCs, and the CFC Act does not limit the per-transaction 
or total dollar amount of CFCs that may be collected.  The Port can use CFCs to pay both operating and capital costs 
associated with the consolidated rental car facility.  The portion of CFC revenues used to pay capital costs, including 
debt service on applicable bonds, is accounted for as non-operating revenue, while the portion used to pay operating 
costs, including the costs of operating the shuttle bus service between the facility and the Airport terminal building, 
is accounted for as operating revenue. 

The CFC Act allows CFCs to be used to repay the Port, with interest, for any non-CFC funds that the Port uses to 
fund eligible costs.  The Port is applying CFCs to permitted purposes under the CFC Act, including the full payment 
of annual debt service on the Series 2009 First Lien Bonds (including the Refunded Bonds), issued in the initial 
aggregate principal amount of $316,960,325.95, and Subordinate Lien Commercial Paper Notes issued to finance 
costs of the Port’s consolidated rental car facility and bus system.  The Port expects to apply CFCs to pay debt 
service on the Series 2017A Bonds and Series 2017B Bonds.  See “SECURITY AND SOURCES OF PAYMENT 
FOR INTERMEDIATE LIEN PARITY BONDS—Intermediate Lien Rate Covenant” and Table 1. 
 
In 2016, the Port recognized $36.84 million in CFC revenues as shown in the table below.  
 

TABLE 7 

CFC REVENUES  
FOR FISCAL YEAR 2016  

($ IN THOUSANDS) 

 2016 
  
CFC Operating Revenues $  12,121 
CFC Non-operating Revenues(1) 24,715 

Total CFC Revenues $  36,836 
__________ 
(1) Used to pay debt service on the Series 2009 First Lien Bonds (including the 

Refunded Bonds) and Subordinate Lien Commercial Paper Notes used to pay 
costs of the consolidated rental car facility. 

Source:  Port of Seattle. 

NORTHWEST SEAPORT ALLIANCE 

General; Formation of Seaport Alliance 

The Port is engaged in several maritime and real estate businesses, the most significant of which is the ownership of 
container cargo terminals.  On August 4, 2015, the Port and the Port of Tacoma jointly formed the Northwest 
Seaport Alliance (the “Seaport Alliance”) to manage all of the two ports’ container terminals as well as certain 
industrial properties and other cargo terminals.  The Port’s container terminals are located on the Seattle waterfront 
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in the central Puget Sound, and the Port of Tacoma’s container terminals are located on the Tacoma waterfront in 
the south Puget Sound, approximately 30 miles south of Seattle.  

The Port faces significant competition for container shipping business, and formed the Seaport Alliance in an effort 
to improve its competitive position. The purpose of the Seaport Alliance is to coordinate customer relationships, 
improve capacity utilization between the two ports, eliminate pricing competition between the ports by creating a 
unified gateway, and rationalize strategic capital investments at both ports.  The Seaport Alliance is designed to 
unify management and operation of both ports’ “Marine Cargo” (defined in the Charter to mean waterborne goods 
other than grain, liquefied natural gas, or methanol) businesses.   

Legal Framework 

Port Development Authority.  The Seaport Alliance was formed by the Port and the Port of Tacoma as a port 
development authority (a “PDA”), with an effective date of August 4, 2015, pursuant to a provision in Title 53 RCW 
that grants ports the authority to create separate PDAs.  As formed, the Seaport Alliance is to continue under its 
charter originally dated as of August 4, 2015, as amended by the First Amended Charter adopted on January 19, 
2016 (the “Charter”) for an indefinite term until dissolution.  As approved, the Charter may be amended only by 
mutual agreement of both the Port and the Port of Tacoma. The statute allows, but the Charter prohibits, the Seaport 
Alliance to issue bonds, borrow funds, or enter into other debt instruments.  By statute, PDAs do not have the power 
of eminent domain or the power to levy taxes or to impose special assessments. 

Key Seaport Alliance Documents 

A brief description of certain Seaport Alliance foundational documents follows. 

Federal Maritime Commission Agreements.  The ports entered into Federal Maritime Commission (“FMC”) 
Discussion Agreement No. 201222, filed with the FMC on January 28, 2014 (the “Discussion Agreement”), which 
served as a preliminary discussion agreement under which the ports explored the feasibility of entering into the 
Seaport Alliance.  Subsequently, FMC Agreement No. 201228, effective July 23, 2015 (the “Alliance Agreement”) 
authorized the ports to meet, discuss, collect and share information, to coordinate and reach agreements, and to 
implement agreements on the creation and management of the Seaport Alliance.  As agreed, the Seaport Alliance 
would include management, operation and use of the facilities designated as within the scope of the Seaport Alliance 
and the Alliance Agreement; joint marketing, planning, development and utilization of Seaport Alliance facilities; 
negotiating, setting and approving all terminal rates, charges, rules and regulations, and rates of return; and 
exploring all development and use options relating to those facilities that the ports designated as falling within the 
scope of the Seaport Alliance. 

Seaport Alliance Interlocal Agreement.  On October 14, 2014, the Port entered into an interlocal agreement 
(the “Alliance ILA”) with the Port of Tacoma to serve as a framework for the creation of the Seaport Alliance 
pursuant to the Discussion Agreement.  As stated in the Alliance ILA, the Seaport Alliance is the exclusive manager 
and operator of the marine cargo business of both ports, overseeing operations and capital investments.  The 
individual ports retain their existing port commission governance structures, budgeting, ownership of assets, debt, 
and obligations for repayment of port debt. 

Charter.  Effective as of August 4, 2015 (the “Effective Date”), and as amended by the First Amended Charter 
adopted on January 19, 2016, the Charter establishes the ownership and management structure of the Seaport 
Alliance, including the separate existence of the Seaport Alliance from the member ports.  The Charter provides for 
valuation of each port’s membership interests, allocation of environmental costs, authorization of improvements by 
the Seaport Alliance to licensed properties, accounting, budgeting and capital planning.  The Charter provides for 
the initial and continuing contributions of working capital, as well as capital expenditure contributions, by the 
member ports.  The Charter outlines quarterly distributions of distributable cash revenues.  Under the Charter, the 
Seaport Alliance acknowledges its members’ debt obligations and their obligations to cause their assets and facilities 
to be managed in a manner that will permit them to meet their rate and operating covenants. The Charter also 
provides that the Seaport Alliance shall not have authority to issue debt or to own real property.  The Charter 
provides for dispute resolution and dissolution procedures.  



 

 -34- 

Property License Agreements.  Each port entered into a License for Management of Property with the Seaport 
Alliance on August 4, 2015 (each a “License”), licensing certain properties to the Seaport Alliance (the “Licensed 
Properties”).  The Licenses designate the Seaport Alliance as manager and agent for the member port, authorizing 
the Seaport Alliance to negotiate lease and other use agreements, fulfill the port’s landlord and owner obligations 
under existing use agreements, remit revenues from the Licensed Properties to the Seaport Alliance, and comply 
with Washington State Department of Natural Resources requirements as well as State and federal tax obligations.  
The Seaport Alliance agrees to provide property insurance for the Licensed Properties (or reimburse the member 
ports for insurance costs), and includes certain indemnifications from the member ports to the Seaport Alliance.  

Authorizing Resolutions.  On August 4, 2015, each port adopted an authorizing resolution to establish the PDA and 
approve the Charter, pursuant to the terms of the FMC agreements and the Alliance ILA (Port of Seattle Resolution 
No. 3711 and Port of Tacoma Resolution No. 2015-03). 

Interlocal Agreements for Support Services and for Staffing.  The member ports have entered into interlocal 
agreements for Seaport Alliance support services, describing service level expectations and allocating rates and 
charges for administrative, operational, maintenance and facilities development services.  The member ports have 
entered into interlocal agreements providing staff to the Seaport Alliance. 

Governance and Management 

The Seaport Alliance is governed by the two ports as “Managing Members,” with each port acting pursuant to the 
Charter through its elected commissioners.  The Managing Members have appointed a Chief Executive Officer who 
is responsible for hiring staff and entering into service agreements. In 2016, staff was comprised of certain Port of 
Tacoma employees (including several former Port employees now employed by the Port of Tacoma) who were 
assigned (seconded) to the Seaport Alliance on either a full-time or part-time basis; beginning in 2017, certain of 
these staff became employees of the Seaport Alliance.  In addition, both ports provide certain services through 
service agreements with a portion of service department’s costs allocated to and paid by the Seaport Alliance. The 
interlocal agreements through which both ports agreed to assign staff included a waiver of potential conflicts of 
interest based on the expectation that no material conflict will exist in the dual roles. This management and staffing 
structure may continue to change over the next several years.  

The Managing Members appointed John Wolfe, who also serves as the Port of Tacoma Chief Executive Officer, as 
the Seaport Alliance Chief Executive Officer upon formation of the Seaport Alliance.  Mr. Wolfe may hold those 
two positions for up to five years.  Pursuant to Resolution No. 2015-01, the Managing Members have delegated 
administrative authority within prescribed limits for the Seaport Alliance to the Chief Executive Officer. 

John Wolfe, Chief Executive Officer.  Mr. Wolfe has served as the Chief Executive Officer of the Port of Tacoma 
since 2010.  Before being named Chief Executive Officer of the Port of Tacoma, he served as the Port of Tacoma’s 
deputy executive director since 2005.  Prior to joining the Port of Tacoma, Mr. Wolfe served for two years as the 
executive director of the Port of Olympia, and before that as the Port of Olympia's director of operations and marine 
terminal general manager. Mr. Wolfe also spent 10 years with Maersk Sealand/APM Terminals (“APM”) in 
Tacoma, most recently as the terminal’s operations manager.  He serves on the boards of the American Association 
of Port Authorities (AAPA), Executive Council for a Greater Tacoma, Tacoma-Pierce County Chamber of 
Commerce and the Washington State Fair Board. Mr. Wolfe is also an executive board member of the Economic 
Development Board for Tacoma-Pierce County.  Mr. Wolfe earned a bachelor's degree in business administration 
from Pacific Lutheran University. 

Membership Interests 

Each port has an initial “Membership Interest” of 50 percent.  At the end of 2017, the Chief Executive Officer shall 
review the valuation of Licensed Properties to determine if material changes in cash flows from certain Licensed 
Properties have occurred since the initial valuation for properties that were not leased throughout the time period 
covered by the initial valuation.  The most significant facilities that could cause and be subject to the 2017 
revaluation (due to upcoming lease expiration dates) are Terminal 5, owned by the Port, and the West Sitcum 
Terminal (APM) and Olympic Container Terminal, each owned by the Port of Tacoma. The revaluation process is to 
be initiated by the Seaport Alliance Chief Executive Officer if there has been a material change in the cash flows 
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expected to be generated from these or other properties licensed to the Seaport Alliance, and is subject to 
recommendation by the Chief Executive Officer and approval by the member ports.  A material change in the value 
of these or other Licensed Properties could result in a corresponding change in Membership Interests.  A revaluation 
also may occur upon the addition or removal of any property licensed to the Seaport Alliance. Under the Charter, a 
change in Membership Interest will affect Managing Member shares of Seaport Alliance Net Income or Losses and 
Distributable Cash as well as required contributions, each of which is determined based on Membership Interest.  
Changes in Membership Interest do not affect a Managing Member’s voting rights under the Charter, as votes are 
not weighted by or otherwise determined by Membership Interest. 

Funding and Financial Framework 

Cash Distributions.  The Seaport Alliance distributes cash to each Managing Member in an amount equivalent to 
cash flow provided from operations as calculated pursuant to generally accepted accounting principles (“GAAP”) 
for a calculation period (“Distributable Cash”).  Cash distributions are to be made no less than quarterly based on 
each Managing Member’s Membership Interest.  This cash-based calculation is different from the calculation of Net 
Income described below. 

Net Income. The Seaport Alliance is treated as a joint venture for accounting purposes and the Port recognizes 
(commencing in 2016) as Gross Revenue its (initially 50 percent) share of the Seaport Alliance’s Net Income and 
Losses.  The terms “Net Income” and “Losses” are defined in the Charter to mean, for each fiscal year or other 
period, an amount equal to the Seaport Alliance’s net operating income or losses less depreciation plus non-
operating income or losses, including extraordinary and special items for such fiscal year or other period, 
determined in accordance with GAAP.  The calculation of Distributable Cash and of Net Income or Losses will 
differ due to differences in the GAAP treatment for cash flow statements, which are cash-based, compared to 
income statements, which are accrual-based.  

2016 Financial Results.  The Seaport Alliance distributed a total of $123.2 million in Net Income (as defined in the 
Charter) in Fiscal Year 2016 to the Managing Members.  Revenues from container terminal leases and operations 
provided the largest source of revenues.  The Seaport Alliance received $7.9 million in non-operating income from a 
one-time reimbursement from the tenant at Terminal 18.  See APPENDIX B.  

Post-Formation Improvements; Capital Investments.  By vote the member ports may authorize the Seaport Alliance 
to acquire or construct Post-Formation Improvements.  Post-Formation Improvements will be recorded as Seaport 
Alliance assets.  Member ports provided an initial capital contribution.  

Recognition of Managing Member’s Revenue Bond Obligations.  The Charter recognizes that each Managing 
Member’s respective share of revenues received by the Seaport Alliance with respect to the Licensed Properties has 
been or may be pledged in connection with such Managing Member’s revenue bond obligations.   

Under the Charter, the Managing Members instruct the Chief Executive Officer to manage the Seaport Alliance in a 
prudent and reasonable manner in support of the Managing Members’ respective revenue bond covenants.  The 
Charter provides that the Managing Members shall keep the Chief Executive Officer and the Seaport Alliance 
management informed of their respective revenue bond obligations, and shall notify the other Managing Member of 
any proposed change to such Managing Member’s governing revenue bond resolutions as soon as practicable before 
adoption.  The Charter does not modify or alter the obligations of each Managing Member with respect to its own 
bond obligations.  The Seaport Alliance does not assume any obligations to the Managing Members’ bond holders.  

Pursuant to the Charter, if net income before depreciation of the Seaport Alliance is not sufficient for either 
Managing Member to be in compliance with a revenue bond rate covenant (as described in each Managing 
Member’s governing bond resolutions in effect as of the Effective Date), then: (i) upon that Managing Member’s 
request, the Seaport Alliance shall hire an independent third party consultant to perform analysis and make 
recommendations for actions needed to achieve revenue bond covenant compliance; (ii) if the consultant 
recommends an action that the Seaport Alliance is unwilling, unable or refuses to undertake, either Managing 
Member can require dissolution of the Seaport Alliance following the dispute resolution process even if within the 
“Initial Period” (as defined in the Charter, the expiration of 20 years following the Seaport Alliance’s formation); 
and (iii) the Seaport Alliance shall have at least four months to respond, act and/or dissolve following its receipt of 
the consultant’s recommended action, unless a shorter time is required by the applicable revenue bond covenants. 
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With respect to bonds of each Managing Member that were outstanding at the time of the formation of the Seaport 
Alliance, the Managing Members shall establish and maintain a requirement for the Seaport Alliance to calculate 
and establish a minimum level of net income from the Seaport Alliance equal to the amount required for the 
Managing Members to meet their revenue bond rate covenants in effect at the time of formation of the Seaport 
Alliance (“Bond Income Calculation;” initially calculated to be $90 million).  The Managing Members shall require 
the Bond Income Calculation to be reviewed annually as part of the Seaport Alliance budget process and the 
Managing Members may adjust the Bond Income Calculation so long as it does not cause any Managing Member to 
fail to comply with its rate covenant in effect at the time of formation of the Seaport Alliance.  The Seaport Alliance 
may not take any action that reasonably would reduce Seaport Alliance income below the minimum level 
established by the Bond Income Calculation unless each Managing Member separately votes to approve that action.  
Such a vote by each Managing Member must occur even if the action is within the Chief Executive Officer’s 
delegated authority.  The Bond Income Calculation is subject to adjustment, including reduction from payment or 
refunding of revenue bonds outstanding at the time of the formation of the Seaport Alliance.  The Bond Income 
Calculation does not include debt service on bonds issued since the time of formation including future financial 
obligations, such as the Series 2017 Bonds, or debt service on general obligation bonds. 

Dispute Resolution; Dissolution 

Dispute Resolution.  The Charter provides for good faith discussion followed by mediation in the event of a dispute 
between the members; certain matters (relating to the Licenses and distributions upon dissolution) are subject to 
binding arbitration.  The Seaport Alliance and the member ports have waived any right to seek recourse in court for 
any dispute regarding the Seaport Alliance, the Charter, or the transactions or other documents contemplated by the 
Charter (a “Dispute”), and agree that the dispute resolution procedures under the Charter are to be the exclusive 
remedies available for resolution of such Disputes.   

Dissolution.  Except as described below, no Managing Member may take any action to dissolve, terminate, or 
liquidate the Seaport Alliance.  No Managing Member may require re-valuation, apportionment, appraisal or 
partition of the Seaport Alliance or any of its assets, or to file a bill for an accounting, except as specifically 
provided in the Charter.  Each Managing Member, to the fullest extent permitted by applicable law, has waived any 
rights to take any such actions under applicable law, including any right to petition a court for judicial dissolution.  

Under the Charter, the Seaport Alliance shall be dissolved if the following occur:  (i) a determination by both 
member ports to dissolve the Seaport Alliance; (ii) only after the Initial Period, a vote by a Managing Member that 
the Seaport Alliance be dissolved, upon the declaration by a Managing Member that there is a deadlocked Dispute 
following discussion and mediation as required under the Charter dispute resolution procedures; (iii) during or after 
the Initial Period, a dissolution is called by a Managing Member upon a Bond Income Calculation Dissolution Event 
described under the heading “Funding and Financial Framework—Recognition of Managing Member’s Bond 
Obligations”; and (iv) any dissolution required by operation of law.  Dissolution of the Seaport Alliance is to be 
effective as of the day on which the event occurs giving rise to the dissolution, but the Seaport Alliance shall not 
terminate until there has been a winding up of the Seaport Alliance’s business and affairs, and the Seaport Alliance’s 
assets have been distributed as provided in the Charter. 

Distribution on Dissolution.  The Charter provides that should the Seaport Alliance be dissolved, management and 
all post-dissolution revenues of properties owned by the Port will revert to the Port as will any improvements on 
those properties.  In the event of dissolution of the Seaport Alliance, and as part of the wind down process, the Chief 
Executive Officer is required to present a full account of the Licensed Properties, Post-Formation Improvements, 
Seaport Alliance-Owned Personal Property (as such terms are defined in the Charter), and liabilities of the Seaport 
Alliance to the member ports.  The member ports are to direct the Chief Executive Officer to hire an independent 
third-party consultant to calculate the values for each Licensed Property and Post-Formation Improvement using the 
formulas described in the Charter, which are to determine the credits and debits due to the member ports upon 
dissolution.  All credit and debit allocations may, however, be revised by vote of the member ports.  The calculation 
of payments between the ports may result in a net payment to one of the two ports. 
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Licensed Properties 

The ports have licensed container terminals and certain industrial properties and other cargo terminals to the Seaport 
Alliance for operation and management, including capital improvements.  Ownership of the Licensed Properties 
remains with the licensing ports.   

The Port licensed to the Seaport Alliance its four international container terminals (including two on-dock 
intermodal yards) and nine industrial properties that support domestic container trade or non-containerized trade.  
The Port of Tacoma properties licensed to the Seaport Alliance consist of six container terminals (four engaged in 
international trade and two in domestic trade), four intermodal yards (serving domestic and international trade), 
eight properties that accommodate non-containerized cargo (such as autos, breakbulk, and logs) and supporting 
industrial properties. 

Licensed North Harbor/South Harbor Container Facilities and Terminal Lease Agreements.  The following 10 
container terminals are licensed to the Seaport Alliance: four container terminals (Terminal 5, Terminal 18, 
Terminal 30 and Terminal 46) owned by the Port, and six container terminals (Husky Terminal (encompasses 
Terminal 3 and Terminal 4), Washington United Terminal, APM (to be renamed West Sitcum Terminal), Olympic 
Container Terminal (“OCT”) (encompasses Terminal 7C and Terminal 7D, to be renamed Tacoma Container 
Terminal), Pierce County Terminal, and Totem Ocean Trailer Express (“TOTE”)), owned by the Port of Tacoma. 

Most of the 10 container terminals are leased to terminal operators on a long-term basis.  A portion of Terminal 5 is 
vacant and a portion was leased pursuant to a short-term lease that expired in June, 2017 with a non-container 
company, and the leases for the OCT and the APM Terminal also are scheduled to expire in 2017. 

Leases are subject to amendments and modifications that may impact Seaport Alliance revenue (and therefore Port 
revenue) and are renegotiated from time to time to reflect the fluctuating businesses of the ports and tenants.  The 
following table identifies the port owner, primary lessee, terminal area and lease expiration date for the container 
terminals licensed to the Seaport Alliance.  

TABLE 8 
  

CONTAINER FACILITY LEASES 

 Terminal 
5 

Terminal 
18 

Terminal 
30 

Terminal 
46  APM (4) 

Husky 
(T-3 and T-4) OCT(5) PCT WUT TOTE 

Port 
Owner Port of Seattle Port of 

Seattle 
Port of 
Seattle 

Port of 
Seattle 

Port of 
Tacoma Port of Tacoma Port of 

Tacoma 
Port of 
Tacoma 

Port of 
Tacoma 

Port of 
Tacoma 

Primary 
Lessee Foss Maritime 

SSA 
Terminals, 
LLC and 

SSA 
Containers, 

Inc.(2) 

SSA 
Terminals 
(Seattle), 

LLC(3) 

Terminals 
Investment 

Limited 

APM 
Terminals(4) 

International 
Transportation 
Services (ITS)  

Ports 
America 
Washingt

on 

Evergreen 
Marine 

Corporation 

Washington 
United 

Terminals 
(WUT) 

Totem 
Ocean 
Trailer 
Express 
(TOTE) 

Terminal 
Area 185 acres(1) 196 acres 70 acres 88 acres 135 acres 93 acres 54 acres 141 acres 123 acres 48 acres 

Lease 
Expiration 2017 2039 2039 2025 2017 2046 Month to 

month 2024 2028 2034 

__________ 
(1) Foss Maritime leased approximately 50 of the 185 acres at Terminal 5.  See “—Terminal 5.” 
(2) The original lease named SSA Terminals, LLC and Stevedoring Services of America, Inc. as Lessees.  Subsequent Lessee name changes 

from Stevedoring Services of America, Inc. to SSA Marine, Inc., and then to SSA Containers, Inc. were solely changes in identity and not 
in ownership or control.  SSA Terminals is a wholly-owned subsidiary of SSA Containers, Inc.  SSA Terminals, Inc. can be sole signer with 
consent from the Port. 

(3) SSA Terminals (Seattle), LLC is a joint venture among SSA Seattle, LLC, China Shipping Terminals (USA), LLC, and Matson Seattle 
LLC. 

(4) The Seaport Alliance is in negotiations with a replacement tenant.  Terminal to be renamed West Sitcum Terminal. 
(5) To be renamed Tacoma Container Terminal. 
Note:  Corporate ownership information provided in the footnotes above is based on information from the container terminal tenants and has not 
been independently verified. 
Source: Seaport Alliance. 
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The Seaport Alliance receives rent paid under Port and Port of Tacoma container terminal leases.  Under the current 
Port lease structure, tenants pay a per-acre rate derived from a Minimum Annual Guarantee (“MAG”) of container 
volumes (regardless of size of container and whether loaded or empty) through the facility, plus an additional per-
container charge for any volumes in excess of the MAG.  Under the current Port of Tacoma lease structure, tenants 
pay per-acre rent and pay volume-based fees for use of equipment and intermodal facilities; some of these fees are 
subject to a MAG.  Generally, terminal lease rates have periodic adjustments based on inflation or market value.  

Terminal 5.  Effective July 31, 2014, the Port terminated its lease agreement with Eagle Marine Services at Terminal 
5, the Port’s second largest container terminal.  The Port agreed to terminate the lease while the Port began 
preliminary planning, initial design and permitting for improvements.  A portion of Eagle Marine container 
traffic has moved to Terminal 18 and the Seaport Alliance is scheduled to receive $9 million per year through 2023 
through this arrangement.  Under a lease termination agreement with APL (the owner of Eagle Marine), the Seaport 
Alliance anticipates receiving from APL certain payments if actual volumes are below the specified guaranteed 
minimum.  For the lease year 2016, APL owes the Seaport Alliance $3.7 million for volume shortfalls.  The Seaport 
Alliance is currently in negotiations with APL and its parent company (CMA CGM) for potential future marine 
terminal agreements and those shortfalls are a part of the overall discussion.  In the interim, the Seaport Alliance is 
pursuing temporary uses at Terminal 5, continuing design and permitting efforts for redevelopment and seeking a 
long-term tenant for the redeveloped facility.  See “—Capital Planning and Budgeting.”  
 
Lease rates for a Terminal 5 tenant could affect lease revenue at Terminal 18.  The lease at Terminal 18 contains a 
Most Favored Nations (“MFN”) provision that requires the Port to maintain equitable rates comparable to the Port’s 
Terminal 5 container facility.  If the Terminal 5 facility is offered to another international container terminal tenant 
such that the resulting rent structure is more or less than the rent on a per billable acre basis paid at Terminal 18, the 
Terminal 18 lessee has the right to (a) adjust its rent to that offered to the container terminal tenant at Terminal 5; or 
(b) may opt out of a rent adjustment under its MFN right.  In this event, the Terminal 18 lessee is to have no further 
MFN rights.  The Terminal 18 lessee’s MFN right is currently scheduled to expire on January 31, 2025.  
 
Husky Terminal (Terminals 3 and 4).  On April 7, 2016, the Seaport Alliance amended the lease at Husky Terminal 
and extended the lease until 2046.  The tenant is required to pay a per-acre rate and to pay MAG fees for crane and 
intermodal yard usage.  The Seaport Alliance is obligated to provide additional capital improvements to 
accommodate larger container ships and to improve operating efficiencies.  See “—Capital Planning and 
Budgeting.” 
 
APM Terminal.  The APM Terminal has served the domestic shipping market.  APM is not renewing its lease and 
the Seaport Alliance is currently negotiating a lease with SSA for SSA’s Matson operations.  
 
OCT.  The OCT lease expired on June 30, 2017. The terminal would require significant upgrades to support the 
cranes necessary to accommodate larger ships.  The terminal’s proximity to Husky Terminal and the North 
Intermodal Yard, however, means it could serve as an expansion area for Husky Terminal operations.  At this time, 
there are no plans to make the improvements at OCT required to support larger cranes.  The Seaport Alliance 
recently entered into a month-to-month lease with Ports America to operate the facility. 
 
Other Licensed Facilities.  In addition to the container terminals, certain other facilities are licensed to the Seaport 
Alliance.  These facilities include industrial properties owned by the Port that support domestic container trade or 
non-containerized trade, and the following properties owned by the Port of Tacoma: four intermodal yards (one 
domestic and three international), eight properties that accommodate non‐containerized cargo (autos, breakbulk, logs 
etc.) and supporting industrial properties. 

Containerized Cargo 

Container Trade Through the Seaport Alliance.  The Port and the Port of Tacoma lease containerized cargo 
facilities, licensed to the Seaport Alliance, to terminal operators.  The terminal operators provide service to carriers 
and indirectly to the cargo owners (shippers).  Carriers are the steamship lines that transport containers.  Overall, the 
shipping industry can be volatile and is affected by global or domestic economic and financial factors. There is 
significant competition for container traffic among North American ports, including the Seaport Alliance.  Shippers 
regularly contract with a number of carriers, and larger shippers also may direct traffic to one or more ports and 
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terminal facilities.  In addition, carriers form alliances that can affect their decisions on routing cargo.  The ability of 
a terminal operator to attract and move cargo efficiently is important to the success and value of a container facility.  
Neither the Port nor the Seaport Alliance is a participant in the agreements between and among the terminal 
operators, carriers and shippers, and do not have any control over these agreements including the rates that carriers 
pay to call at Seaport Alliance facilities.    

Success of terminal operators in attracting cargo volumes depends largely on the size of the local market and the 
cost and efficiency of a port and inland transportation systems.  Due to the relatively small population in the Pacific 
Northwest, the majority of cargo that passes through the Seaport Alliance either comes from or is destined for other 
regions.  As such, the Seaport Alliance ports are considered discretionary ports.  Discretionary cargo can be shifted 
to other ports generally based on the cost efficiency and reliability of moving cargo from its point of origin to its 
final destination; these routing decisions are made by carriers and shippers.  Therefore, the Seaport Alliance 
competes with other ports on the West Coast (including the United States, Canada and Mexico) and on the Gulf and 
East Coasts. The cost, efficiency and quality of competing ports and the intermodal connections serving them may 
change, and cause cargo volumes to shift to more cost-efficient routes and ports.  These factors are beyond the 
control of the Seaport Alliance or the Port.   

The following table summarizes total container traffic through the Seaport Alliance’s North Harbor and South 
Harbor from 2012 through 2016, and from January through May 2017 compared to January through May 2016.  
TEU volumes include international containers (all of which are handled through Seaport Alliance facilities) and 
domestic containers (some of which are transported by barge to and from private terminals that are not managed by 
the Seaport Alliance or by either port). 

TABLE 9  

CONTAINER VOLUMES FOR SEAPORT ALLIANCE 
2012 – 2016 

(IN THOUSANDS) 
 

 International Containers   
 

Imports Exports   
Domestic 

Containers 
Total 

Containers 

Year Full TEUs Full TEUs Empty TEUs 
Total Intl. 

TEUs TEUs TEUs 
2016 1,392 984 483 2,859 757 3,616 
2015 1,308 872 581 2,761 769 3,529 
2014 1,217 908 432 2,557 837 3,394 

  2013(1) 1,239 984 413 2,635 821 3,456 
  2012(1) 1,340 975 464 2,778 786 3,564 

__________ 
 (1) During the fourth quarter of 2014, an adjustment was made by the Port to certain prior-year (2005-2013) container TEU information to reflect 

a reporting discrepancy of non-Port containers.  The revised 2012-2013 data is included above.  
Note:  Totals might not equal the sum of component parts due to rounding.  
Source:  Seaport Alliance (2015 and 2016); the ports (2012-2014). 

 
YEAR-TO-DATE COMPARISON 
JANUARY – MAY 2016 AND 2017 

(IN THOUSANDS) 
 

 International Containers   
 

Imports Exports 
 

 
Domestic 

Containers 
Total 

Containers 

Year Full TEUs Full TEUs 
Empty 
TEUs 

Total Intl. 
TEUs TEUs TEUs 

2017 578 403 242 1,224 280 1,503 
2016 521 382 179 1,082 304 1,386 

__________ 
Note:  Totals might not equal the sum of component parts due to rounding. 
Source:  Seaport Alliance. 
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Insurance 

The Seaport Alliance has purchased its own general liability and public official’s liability insurance policy, 
protecting the entity and its officers and Commissioners, effective August 2015.  Currently, the member ports 
procure property insurance on Licensed Properties and Seaport Alliance improvements located on Licensed 
Properties, and the Seaport Alliance reimburses the member ports for these costs.  The Licenses include certain 
indemnifications from the member ports to the Seaport Alliance.   

Capital Planning 

The Seaport Alliance develops a multi-year Capital Improvement Program (“CIP”) in conjunction with its annual 
operating budget.  The Seaport Alliance CIP includes project cash flows both for projects that have already received 
authorization and for certain projects that are expected to be authorized.   
 
The Seaport Alliance CIP for 2017-2022 includes various improvements for the Husky Terminal to accommodate 
large container ships including dock and gate improvements and the purchase of eight new cranes.  Also included in 
the CIP are rehabilitation of Terminal 46, design and permitting of Terminal 5 for redevelopment, and various 
renewal and replacement projects in both the North and South Harbors.    
 
Terminal 5 is considered an important facility for accommodating large container vessels in the North Harbor.  In 
October 2016 the Port issued its final environmental impact statement (“EIS”) for the Terminal 5 redevelopment 
project.  As currently scoped, the Terminal 5 project would include berth deepening, wharf strengthening, and 
electrical improvements.  The project would also include mitigations such as rail safety and quiet zones.  The 
Seaport Alliance has begun the permitting process for the Terminal 5 improvements.  In addition to the berth 
improvements, deepening of the waterway is being considered; permitting has not started for this work.  The 
Terminal 5 project could cost $300 million or more, depending on the timing and phasing of construction; this 
estimate does not include the costs of any waterway channel deepening.   Key project elements include dock 
improvements to accommodate larger cranes and berth deepening; these costs as well as any costs for other terminal 
or intermodal improvements or equipment acquisition are not included in the current Seaport Alliance CIP.  Also 
excluded from the Seaport Alliance CIP are any costs for channel deepening and potential additional equipment 
purchases. 

TABLE 10 

SEAPORT ALLIANCE  
CAPITAL IMPROVEMENT PLAN 

2017 – 2022(1) 
($ IN MILLIONS) 

 
 2017-2022 

Husky Terminal improvements and 
equipment $  182.6 
Other CIP (as of 2017 budget)   121.1 

Seaport Alliance Capital Projects(2) $  303.7 
  

__________ 
Note:   Totals may not add due to rounding. 
(1) Excludes financing costs and non-capital expense (public assets expense, environmental expense). 
(2) Includes $20.0 million estimated Seaport Alliance CIP in 2022, in addition to the Seaport Alliance 2017-2021 capital budget. 
Source:  Seaport Alliance.  

 
Funding for the Seaport Alliance CIP is provided by the member ports.  Each port approves its capital contribution 
along with project approval; the capital contribution represents that port’s Membership Interest (currently 50 
percent).  The amount of the capital contribution is recommended by the Chief Executive Officer and may include 
all or some of the funding required for any given project.  The Chief Executive Officer may request additional 
capital contributions from the Managing Members according to their Membership Interest based on changes to the 
Seaport Alliance CIP or the authorization of specific projects. 
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OTHER PORT BUSINESSES 

Maritime and Other Port Businesses 

Other Port businesses include management of facilities for non-containerized cargo, cruise, commercial and 
recreational marinas, and commercial and industrial properties.  

The Maritime Division was formed in 2015 to manage the Port’s facilities for cruise, grain, marinas and certain 
properties and docks and the Economic Development Division was formed to manage the Port’s central waterfront 
facilities and certain properties as well as undertake property development and economic development programs.  

In addition to providing facilities for containerized cargo, the Port offers handling facilities for certain non-
containerized cargo including the breakbulk grain terminal.  Volumes of non-containerized cargoes, grain in 
particular, have fluctuated substantially from year to year; the Port’s revenues from the lease of the grain terminal 
include a minimum annual guarantee and otherwise depend on volume.  

 
TABLE 11 

SEATTLE HARBOR GRAIN VOLUMES 
2012 – 2016 

(IN METRIC TONS) 
 

Year Grain 
2016 4,389,089 
2015 3,778,476 
2014 3,618,489 
2013 1,351,417 
2012 3,161,013 

__________ 
Source: Port of Seattle.  

The Port owns two cruise ship terminals, one located at Pier 66 on the Central Harbor waterfront, just west of 
downtown Seattle, and the second at Terminal 91, north of downtown Seattle.  The cruise ship terminals principally 
serve ships bound for the state of Alaska cruise market.  The Port competes with the City of Vancouver, British 
Columbia, which also has cruise ship facilities used by cruise lines that serve the state of Alaska cruise market.  The 
Port’s revenues from the cruise ship facilities leases and agreements depend primarily upon the number of cruise 
ship passengers and vessel calls.   

TABLE 12 

SEATTLE HARBOR CRUISE TRAFFIC 
2012 – 2016 

 
Year Cruise Ship Vessel Calls Cruise Ship Passengers 
2016 203 983,539 
2015 192 898,032 
2014 179 823,780 
2013 187 870,994 
2012 202 934,900 

__________ 
Source: Port of Seattle.  

The Port also derives revenues from leases, dockage and other fees from various other industrial uses and marinas.  
The most significant sources of lease revenue are from seafood processing and cold storage companies.  Dockage, 
moorage and wharfage fees are primarily from fishing vessels, some of which off-load seafood at docks adjacent to 
seafood processing and cold storage facilities.  The Port owns and operates commercial and recreational marinas.   
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In 2014, the Port formed a storm water utility to provide surface water and storm water management and pollution 
control facilities and services to Port properties starting January 1, 2015.  In 2016, the Port entered into an interlocal 
agreement with the City of Seattle to transfer to the Port assets and liabilities of certain storm water facilities on Port 
property.  The SWU revenues collected by the Port (derived from rates and charges imposed by the SWU) are 
required to be used to pay related expenses and capital investments.  Therefore, all revenues and expenses for the 
SWU are excluded from the calculation of Available Intermediate Lien Revenue.  See Table 1. 

CAPITAL PLAN FUNDING 

Each year, the Port engages in a capital planning process to review its multi-year CIP and to develop a draft plan of 
finance for the following five years.  As part of its annual budget process, the Port also develops a multi-year 
operating forecast from which the Port can estimate the availability of funding sources, which form the basis of the 
Port’s draft plan of finance for funding the Port’s CIP, the Port’s share of the Seaport Alliance CIP and certain 
public expense items.  The draft plan of finance is designed to provide guidance on long-term funding as planning 
and investment decisions are made during the year and is designed to be consistent with the Port’s financial 
management policies. 

In addition to the capital investment programs for the Airport and other Port businesses, the Port forecasts capital 
investment for Corporate service departments, primarily for information technology improvements. 

The table below summarizes the Port’s budgeted committed and business plan prospective CIP expenditures 
(excluding financing costs) for the 2017-2022 period, including the Port’s share of Seaport Alliance capital projects.  
“Committed Projects” are ongoing projects or projects that are ready to move forward and for which a funding 
commitment will be secured.  Projects that are considered important for achieving business plan goals, have 
business unit or division approval and are expected to move through the funding commitment process, but are less 
certain in timing or scope and are not yet under contract so can more easily be deferred, are referred to as “Business 
Plan Prospective Projects.”  In addition to specifically identified projects, the Port includes unspecified contingency.  
The Port’s Committed Projects are described in the paragraphs below.  The Port anticipates undertaking projects that 
are not in the table below, as described under the subheading “Excluded.”   

TABLE 13 

PORT OF SEATTLE 
CAPITAL IMPROVEMENT PLAN 

2017 – 2022(1) 
($ IN MILLIONS) 

 

Division Committed Projects 
Business Plan 

Prospective Projects Total 
Aviation Division $   2,281.6 $   626.3 $   2,907.9 
Other Port Businesses(2) 182.8 130.3 313.1 

Port Capital Projects(3) $  2,464.4 $  756.6 $  3,221.0 
    
Seaport Alliance(4) 151.8 - 151.8 

Total Port Funded Capital Projects $  2,616.3 $  756.6 $  3,372.9 
__________ 
Note:   Totals may not add due to rounding. 
(1) Excludes financing costs.  Does not include non-capital expense (public assets expense, environmental expense). 
(2) Includes CIP for Maritime and Economic Development Divisions, and SWU. 
(3) Funding of Corporate CIP is allocated to the operating divisions, and is included in the Aviation and Other Port Businesses figures 

above. 
(4) Represents the Port’s 50 percent share of Seaport Alliance capital funding; assumes all Seaport Alliance CIP is Committed.  

See “NORTHWEST SEAPORT ALLIANCE—Capital Planning and Budgeting” and Table 10. 
Source:  Port of Seattle.  

Aviation Division Capital Plan.  The Aviation Division’s Committed capital plan is dominated by four major 
projects.  The largest committed project is the development of a new International Arrival Facility for international 
passengers, which is needed to expand capacity to accommodate the Airport’s growing international passenger base.  
The second major project is the reconfiguration of the baggage system to improve operational efficiency for both 
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Airport and TSA operations.  Third is the Port’s North Satellite Expansion project that includes renovating, 
reconfiguring and expanding the North Satellite Terminal to add eight new gates, address seismic concerns, and 
upgrade HVAC, lighting and fixtures.  Fourth is the renovation of the South Satellite, which is needed to increase 
the level of service to international arrivals and both international and domestic departures.  Other Business Plan 
Prospective Projects at the Airport include various discretionary projects that can be scoped and timed on an as-
needed basis; some or all of these projects may move to Committed Projects status during the 2017-2022 period. 

Seaport Alliance Capital Plan.  Table 13 includes the Port’s 50 percent share of the Seaport Alliance CIP, and 
assumes all Seaport Alliance CIP is Committed.  See “NORTHWEST SEAPORT ALLIANCE—Capital Planning 
and Budgeting.” 
 
Other Port Businesses.  The Maritime and Economic Development Divisions’ committed capital plan supports 
investments in facilities and infrastructure for cruise, fishing, recreational boating and the Port’s commercial real 
estate.  Projects include expansion of the Pier 66 cruise facility and renewal and replacement efforts of existing 
assets at Shilshole Bay Marina, Fisherman’s Terminal, and Bell Harbor Marina, as well as motor fleet replacement, 
tenant improvements, technology related investments and other small capital projects.  Business Plan Prospective 
Projects include various upgrades and improvements to existing cruise and other facilities at Terminal 91 and Pier 
66, in addition to several prospective projects at Fisherman’s Terminal.  Administrative services projects are 
primarily technology improvements and small capital items.  

Public Expense and Environmental Remediation.  In addition to the capital projects described above, the Port 
includes in its funding analysis its participation in public projects, particularly in connection with freight mobility 
and its environmental remediation liabilities and potential future liabilities. 

Funding.  Based on a preliminary funding analysis, the Port expects to fund its $3.4 billion CIP, including its share 
of the Seaport Alliance CIP but excluding financing costs, from a variety of sources.  The Airport and other 
businesses expect to fund their 2017-2022 CIP projects using their designated operating funds, including net income, 
federal grants, PFCs, CFCs, and proceeds of existing and additional revenue bonds.  Additional revenue bonds 
during 2017-2022 are estimated to fund $1.9 billion of Airport projects (including $416.8 million expected to be 
financed with proceeds of the Series 2017 Bonds).  A portion of the Tax Levy also may be used to fund certain 
projects. The Port will need to defer $66.6 million out of its non-Airport capital plan (from either the Committed 
Projects or the Business Plan Prospective Projects) to stay within the Port’s funding policies, which includes 
operating cash flow margins and minimum operating fund balances. 

Sustainable Airport Master Plan Excluded.  The CIP does not include costs related to the Sustainable Airport 
Master Plan (“SAMP”).  The master plan process provides a comprehensive assessment of facilities capacity and 
forecasted demand over five-, ten-, and 20-year timeframes.  The previous formal master plan for the Airport was 
developed in the mid-1990s.  The SAMP is currently undergoing review; the timing and scope of SAMP has not 
been finalized but is expected to provide a plan for the phased redevelopment and expansion of facilities as well as 
new facilities after a process of evaluating alternatives.  The SAMP may include a new terminal, an automated 
people mover and other significant components.  Based on preliminary estimates, the SAMP could cost in excess of 
$10 billion for a 10-20 year program. 

The Port is also undergoing strategic planning processes for real estate and for Fishermen’s Terminal.  Those plans 
could include additional acquisitions or development projects that are not included in the capital plan above, as 
projects, costs and timing are uncertain at this time.  

The Port endeavors to develop reasonable cost projections for its projects.  However, actual costs may be higher or 
lower than projections in the CIP.  Recently, the regional construction market has experienced growth in 
construction costs that may impact the costs of certain projects. 
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PORT FINANCIAL MATTERS 

General 

The Port’s audited financial statements for the Enterprise Fund and the Warehousemen’s Pension Trust Fund as of 
December 31, 2016 and 2015, and for the years ended December 2016, 2015 and 2014, respectively, are set forth in 
Appendix A, together with the Independent Auditors’ Report thereon.  See “INDEPENDENT AUDITORS.” 

Summary of Historical Operating Results 

The following table summarizes selected operating results of the Enterprise Fund of the Port for fiscal years 2012 
through 2016.  The summary sets forth operating results as extracted by Port management from the Port’s audited 
financial statements for the years ended December 31, 2012 through 2016.  For a discussion of the Port’s 2015 and 
2016 operating results, see “Management’s Discussion and Analysis” in Appendix A.  In its audited financial 
statements, the Port does not account for proceeds of the Tax Levy, non-operating CFC revenue, federal capital 
grant receipts or PFCs as operating revenue and, accordingly, such proceeds are not included in the following 
summaries of operating results.  

TABLE 14 

SELECTED HISTORICAL OPERATING RESULTS 
FOR THE YEARS ENDED DECEMBER 31, 2012 THROUGH 2016 

($ IN THOUSANDS) 
 

 2012 2013 2014 2015 2016 
OPERATING REVENUES:      

Aviation $ 386,023 $ 414,011 $ 405,704 $ 422,892 $ 465,256 
Non-Aviation(1)   135,683   130,967   128,785   136,041      133,211 

TOTAL OPERATING REVENUES $ 521,706 $ 544,978 $ 534,489 $ 558,933 $ 598,467 
      

OPERATING EXPENSES:      
Aviation $ 216,565 $ 225,920 $ 228,172 $ 238,140 $ 261,226 
Non-Aviation(2)   81,604   81,069   78,128   79,666   64,059 

TOTAL OPERATING EXPENSES 
BEFORE DEPRECIATION 

 
$ 298,169 

 
$ 306,989 

 
$ 306,300 

 
$ 317,806 

 
$ 325,285 

NET OPERATING INCOME BEFORE 
DEPRECIATION 

 
$ 223,537 

 
$ 237,989 

 
$ 228,189 

 
$ 241,127 

 
$ 273,182 

DEPRECIATION   167,279   171,374   166,337   163,338   164,336 
OPERATING INCOME $ 56,258 $ 66,615 $ 61,852 $ 77,789 $ 108,846 
      

   
(1) Includes combined operating revenues of the former Seaport and Real Estate divisions from 2012-2015; 2016 figures reflect Port 

reorganization, and include operating revenues from Maritime and Economic Development divisions plus the Port's 50% share of net 
income from the Seaport Alliance.  Operating revenues from Capital Development and Corporate divisions are included in all years 
presented. Operating revenues from SWU are included in 2015 and 2016. 

(2) Includes combined operating expenses of the former Seaport and Real Estate divisions from 2012-2015; 2016 figures reflect Port 
reorganization, and include operating expenses from Maritime and Economic Development divisions.  Operating expenses of the Capital 
Development and Corporate divisions that are not allocated to the operating divisions are included in Non-Aviation in all years presented. 
Operating expenses from SWU are included in 2015 and 2016. 

Source:  Port of Seattle. 
 
Beginning in 2016, the Port recognizes as part of operating revenue its (initially 50 percent) share of the Seaport 
Alliance’s Net Income (as defined in the Charter).  The Port’s revenues from the Seaport Alliance are derived from 
certain facilities licensed by the Port and the Port of Tacoma to the Seaport Alliance.  The following table 
summarizes selected operating results of the Enterprise Fund of the Port for fiscal year 2015 and 2016.  The 
summary sets forth operating results as extracted by Port management from the Port’s audited financial statements 
for the year ended December 31, 2015 and 2016.  For a discussion of the Port’s 2016 operating results, see 
“Management’s Discussion and Analysis” in Appendix A.  See also Appendix B for a discussion of the Seaport 
Alliance 2016 operating results. 
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TABLE 15  

SELECTED HISTORICAL OPERATING RESULTS 
FOR THE YEARS ENDED DECEMBER 31, 2015 and 2016 

($ IN THOUSANDS) 
 

 2015 2016 
Aviation Revenue (1)(2)  $              422,892  $              465,256 
Aviation Expenses  (238,140)  (261,226) 
Net Income from Aviation  $              184,752  $              204,030 
   

Seaport Alliance Revenue  $                         -    $                61,584 
Maritime Revenue   47,268 50,810 
Economic Development Revenue  18,164  15,903 
Other Revenue (3)(4) 70,610  4,914 
   Total Non-Aviation Revenue  $             136,041  $             133,211 
Non-Aviation Expenses  (79,666)  (64,059) 
Net Income from Non-Aviation  $               56,375  $               69,152 
   

Net Income before Depreciation  $             241,127  $             273,182 
   
(1) Net of revenue sharing with the signatory airlines.  See “—The Airline Agreements.” 
(2) Includes CFC operating revenues. (as defined in the Charter). 
(3) Includes SWU revenue, which is restricted for use solely for utility purposes, and an immaterial amount of 

corporate operating revenues. 
(4) Included in 2015 were the revenues and expenses derived from the Ports container business and industrial 

properties that were licensed to and reported under the Seaport Alliance beginning in 2016. 
Source:  Port of Seattle. 

 
OTHER MATTERS  

Investment Policy 

The Port has an investment policy, adopted as of June 11, 2002, and last amended June 5, 2012.  For investment and 
operational efficiencies, the Port consolidates its various cash sources, including bond proceeds, into one investment 
pool (the “Pool”), governed by this investment policy.  Separate funds are established within the Pool for accounting 
and tracking purposes, and investment earnings from the Pool are allocated monthly to each participating fund, 
based upon the average daily fund balances.  
 
Authorized investments are made in accordance with and subject to restrictions of RCW 36.29.020.  The investment 
policy allows diversification among various types of securities including:  
  

(i) U.S. Treasury securities; 
 

 (ii) U.S. agency securities, including agency mortgage-backed securities limited to (1) collateralized 
mortgage pools having a stated final maturity not exceeding the maturity limits of the investment policy (10 years), 
and (2) planned amortization and sequential pay classes of collateralized mortgage obligations collateralized by 15-
year agency-issued pooled mortgage securities having a stated final maturity not exceeding the maturity limits of the 
investment policy;  
 
 (iii) Certificates of Deposit with Washington State banks authorized by the State’s Public Deposit 
Protection Commission; 
 
 (iv) Bankers’ Acceptances, purchased on the secondary market, issued by any of the top 50 world 
banks in terms of assets; and  
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 (v) Repurchase Agreements, provided that (1) the repurchase agreement does not exceed 60 days; 
(2) the underlying collateral is a security authorized by the investment policy for purchase as provided in the policy; 
and (3) all underlying securities used for repurchase agreements are settled on a delivery versus payment basis.  
Securities collateralizing repurchase agreements must be marked to market daily and have a value of at least 102 
percent of the cost of the repurchase agreements having maturities less than 30 days and 105 percent for those 
having maturities that exceed 30 days.  
 
Other permitted investments include reverse repurchase agreements with maturities not exceeding 60 days, 
commercial paper purchased on the secondary market, rated no lower than A1/P1 as authorized by Washington State 
Investment Board Guidelines, and certain municipal bonds rated “A” or better by at least one nationally-recognized 
credit rating agency. 
 
Although the investment policy allows diversification among various types of securities, it provides risk controls by 
setting limits for each security type.  100 percent of the Pool may be invested in U.S. Treasury securities, 60 percent 
in U.S. agency securities, excluding agency discount notes, 20 percent in agency discount notes, 10 percent in 
agency mortgage-backed securities, 15 percent in certificates of deposit, 20 percent in bankers’ acceptances, 
20 percent in commercial paper, 20 percent in Municipal Securities, 15 percent in overnight repurchase agreements, 
25 percent in term repurchase agreements, and five percent in reverse repurchase agreements.   
 
To meet its investment objectives, the policy includes additional risk controls that impose further restrictions on the 
types of securities.  These include limiting the maturity date of securities purchased to be no more than 10 years 
from the settlement date and a portfolio target modified duration of two years, plus or minus six months. 
 
See Note 2 in the financial statements included in Appendix A.  
 
Chapter 39.59 RCW limits the investment of public funds by local governments to the following authorized 
instruments:  (i) bonds of the State or any local government in the State, (ii) general obligation bonds of any other 
state or local government thereof which have at the time of investment one of the three highest credit ratings of a 
nationally recognized rating agency, (iii) registered warrants of a local government in the same county as the local 
government making the investment, (iv) obligations of the U.S. government, its agencies and wholly owned 
corporations, or obligations issued or guaranteed by supranational institutions, provided, that at the time of 
investment, the United States government must be the largest shareholder of such institution,  (v) obligations of the 
Federal Home Loan Bank, Federal National Mortgage Association and other government-sponsored enterprises, 
(vi) bankers’ acceptances, (vii) commercial paper, subject to the Guidelines, and, as of June, 2016, (viii) corporate 
notes, subject to the Guidelines.  

Labor Relations 

The Port budgeted for approximately 2,021 regular full-time-equivalent (“FTE”) employees in 2017, an increase of 
approximately 8.8 percent from 1,857 in the 2016 budget.  Approximately 936 actual employees (employees can 
differ from FTEs) belong to bargaining units under 22 labor contracts.  

Pension Plans  

Salaried employees of the Port belong to one of two retirement systems, the Public Employees Retirement System 
(“PERS”) or the Law Enforcement Officers’ and Fire Fighters’ Fund (“LEOFF”).  The Washington State 
Department of Retirement Systems (the “DRS”) administers these and other defined benefit retirement plans, 
including plans that cover both State and local government employees.  The retirement plans are funded by 
contributions from employers, contributions from employees and investment returns.  Retirement funds are invested 
by the Washington State Investment Board (the “WSIB”), a 15-member board created by the Legislature in 1981.  

Contribution rates for the plans for the upcoming biennium are adopted by the State during even-numbered years 
according to a statutory rate-setting process.  The process begins with the Office of the State Actuary (the “OSA”) 
performing an actuarial evaluation of each plan and determining recommended contribution rates.  Actuarial 
valuations are prepared on a plan-wide basis and not for individual employers such as the Port.  The OSA is required 
to provide an actuarial valuation of each retirement system, including PERS and LEOFF, every two years.  In 
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practice, however, the OSA provides valuations annually, although only the valuations for odd-numbered years are 
used to calculate contribution rates.  The OSA provides preliminary results and recommended contribution rates to 
the Select Committee on Pension Policy, a committee of the Legislature (the “SCPP”), and the Pension Funding 
Council (“Pension Council”).  The rates adopted by the Pension Council are subject to revision by the Legislature, 
and the Legislature may adopt, and has adopted, contribution rates lower than those suggested by the OSA and 
adopted by the Pension Council. All employers are required to contribute at the levels established by the Legislature.  

The rates that have been adopted by the Legislature have been lower than those that would have been required to 
produce actuarially required contributions. In August 2016 OSA issued its Report of the Combined Actuarial 
Valuation as of June 30, 2015 for the primary purpose of determining contribution requirements for the 2017-2019 
biennium based on a June 30, 2015 measurement date and under the funding policy established by the Legislature. 
Assets were valued under the actuarial asset method. Liabilities were valued using the Entry Age Normal cost 
method at an interest rate of 7.7 percent (7.5 percent for LEOFF Plan 2). (The WSIB’s average annual return on the 
investment of the retirement plan funds for the 10-year period from July 1, 2007 through June 30, 2016 was 
6.2 percent.)  Under the actuarial assumptions, PERS 1 had a 58 percent funded status on an actuarial value basis, or 
a $5.239 billion unfunded actuarial accrued liability, and PERS 2 and 3 had an 88 percent funded status on an 
actuarial value basis, or a $3.715 billion unfunded actuarial accrued liability.  

The information above in this section has been obtained from information on the State Actuary’s and DRS’s 
websites. The OSA website includes information regarding the values, funding levels and investments of these 
retirement plans.  These websites are not incorporated by reference. 

The DRS website (which website is not incorporated by reference into this Official Statement) also includes audited 
Schedules of Collective Pension Amounts and Schedules of Employer Allocations, published June 2015, as of June 
30, 2014, for all of the plans DRS administers, for use by those employers required to implement GASB 68, 
including the Port.   

See Note 8 in Appendix A for more pension information including the Port’s required contributions to, and 
contribution rates for, PERS and LEOFF for the year ended December 31, 2016, as well as the Port’s proportionate 
share of the net pension liability or asset, proportionate share of contributions and pension expense for each plan. 

On May 25, 2004, the Port adopted an amended plan and trust agreement for the Warehousemen’s Pension Plan and 
Trust (the “Warehousemen’s Pension Plan”) that gives the Port sole administrative control of the pension plan and 
guarantees that the Port will pay all accrued benefits for former employees of the warehouse and distribution 
business, which was closed in 2002.  The Warehousemen’s Pension Plan is a defined benefit plan.  The 
Warehousemen’s Pension Plan is closed and provides that only service credited and compensation earned prior to 
April 1, 2004, will be utilized to calculate benefits.  As of December 31, 2016, the net pension liability was 
$11,601,000, and the plan fiduciary net position as a percentage of total pension liability was 43.9 percent.  The 
December 31, 2016, valuation included an investment rate of return of 6.3 percent, net of plan investment expense 
and including inflation. See Appendix A, Note 15.  

Other Post-Employment Benefits 

In addition to pension benefits described in Note 8 of the audited financial statements included in Appendix A, the 
Port provides other post-employment benefits (“OPEB”) as described in Note 9.  As of December 31, 2016, the Port 
had an actuarial accrued liability of $7,552,000 for LEOFF Plan 1 Members’ Medical Services Plan benefits.  As of 
December 31, 2016, the Port had a net OPEB obligation associated with life insurance coverage for eligible retired 
employees of $2,872,000.  See Note 9 in Appendix A.   

Environmental Concerns 

Overview.  The Port has been notified by federal and State environmental agencies that it is potentially liable for 
some or all of the costs of environmental investigation and cleanup activities on certain parcels of Port-owned 
property.  The Port has identified a number of contaminated sites on Aviation Division and other properties and 
facilities that must be investigated for the presence of hazardous substances and remediated in compliance with 
federal and State environmental laws and regulations.  Some Port facilities may require asbestos abatement, and 
some properties owned or operated by the Port may have unacceptable levels of contaminants in soil, sediments 
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and/or groundwater.  In some cases, the Port has been designated by the federal government as a “Potentially 
Responsible Party,” and/or by the State government as a “Potentially Liable Person” for the investigation and 
cleanup of properties owned by the Port or where the Port may have contributed to site contamination.  Although the 
Port may not bear ultimate liability for the contamination, under federal and State law, the Port is presumptively 
liable as the property owner, and it is often practically and financially beneficial for the Port to take initial 
responsibility to manage and pay for the cleanup.  In each of these matters, the Port is cooperating with the notifying 
agency and taking appropriate action with other parties to investigate and remediate environmental damage or 
contamination.  Currently, it is not possible to determine the full extent of the Port’s liability in these matters.  

Lower Duwamish Waterway (“LDW”) Superfund.  The Port is one of several Potentially Responsible Parties and is 
a member of the Lower Duwamish Waterway Group, along with King County, the City of Seattle and the Boeing 
Company, which funded the Remedial Investigation and Feasibility Study for the LDW Site.  In November 2014, 
the Environmental Protection Agency (“EPA”) released a Record of Decision (“ROD”) for the in-waterway portion 
of the site cleanup.  The ROD included a cleanup cost estimate of $342 million (present value discounted at 2.3 
percent based on a study completed in 2012); the current value (not discounted) is $395 million. EPA's current value 
for the remedy ranges from $277 million to $593 million. A more precise estimate will not be available until after 
completion of an extensive sampling and design effort, which will not be until 2021 at the earliest.  It is also 
unknown what portion of the costs will be paid by the Port. 

East Waterway Superfund.  The Port also is one of several Potentially Responsible Parties at the Harbor Island/East 
Waterway Superfund Site and is working with the EPA and other Potentially Responsible Parties, including the City 
of Seattle and the County, to conduct a Remedial Investigation and Feasibility Study for cleanup of contaminated 
sediments in the East Waterway.  The Port does not know the amount or timing of any liability.  

Recognizing Liabilities.  The Port has developed a procedure consistent with current accounting rules to recognize 
liabilities for environmental cleanups, to the extent that such liabilities can be reasonably estimated.  As of 
December 31, 2016, the Port had recognized liabilities for environmental cleanups in the amount of approximately 
$55.088 million.  Where appropriate, the Port is pursuing financial reimbursement from State funding agencies, 
other Potentially Responsible Parties and Potentially Liable Persons, and from its insurers.  See Note 1— Summary 
of Significant Accounting Policies and Note 10—Environmental Remediation Liabilities in Appendix A. 

Allocation of Seaport Alliance Environmental Costs.  The Seaport Alliance charter allocates environmental costs 
between the Seaport Alliance and the ports as follows.  Remediation costs that are associated with contamination on 
Licensed Properties that occurred before the effective date of the Seaport Alliance remain the responsibility of the 
Port owner, provided that any remediation costs necessary to support Seaport Alliance operations shall be the 
responsibility of the Seaport Alliance.  For any Post-Formation Improvement not owned by either port prior to the 
effective date, remediation costs shall be the responsibility of the Seaport Alliance.  All cost allocations may be 
revised on a project-specific basis by a vote of the Managing Members.  

INSURANCE 

General Overview 

The Port has a comprehensive risk management program that financially protects the Port against loss from adverse 
events to its property, operations, third-party liabilities, and employees.  The Port’s insurance year for liability 
coverage runs from October 1, 2016 to October 1, 2017.  The Port’s insurance year for property coverage runs from 
July 1, 2017 to July 1, 2018.  The Port utilizes the services of Alliant Insurance Services for the placement of its 
liability and property insurance.  Alliant was selected through a competitive selection process.  All of the Port’s 
insurance carriers are rated “A” or better by the A.M. Best & Company and include American International Group, 
Liberty Mutual, Atlantic Specialty Company, Lexington, Navigators Insurance, and National Union. 

Property Insurance 

The Port maintains a comprehensive property insurance program for loss of, and damage to, Port property including 
business interruption and equipment breakdown with a $750.0 million per occurrence limit at a $500,000 per 
occurrence deductible for Aviation Division properties and $250,000 elsewhere.  Terrorism coverage is purchased 
through the London market and is provided with a sub-limit of $350.0 million per occurrence.  Coverage for flood is 
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capped at an annual aggregate of $25.0 million above a flat $500,000 deductible.  Property insurance coverage 
extends to contractors of the Port, in addition to the Port, for property damage to the capital improvements that are in 
the course of construction.  This “course of construction” coverage has a maximum limit of $50.0 million per 
project.  Projects under construction with values that exceed $50.0 million must be specifically underwritten.  The 
total estimated replacement cost of insured Port property is $4.9 billion.  Additional insurance, through a separate 
builder risk insurance policy was procured in the second quarter of 2016 to provide full replacement cost coverage 
for the North Satellite Renovation and Expansion project.  A second similar builder risk policy was purchased 
separately for the International Arrivals Facility in April, 2017.  These two separate builder risk policies will insure 
the interests of both the Port and the contractor(s).  The builder risk policies run through completion of the projects.  
The Port does not purchase earthquake insurance for its insured property unless it is part of a stand-alone builder risk 
property insurance policy specific to a project under construction. 

Liability Insurance 

The Port purchases excess non-aviation commercial general liability (namely bodily injury and property damage 
coverage) insurance, which covers losses involving actual or alleged bodily injury and/or property damage that 
arises from claims made against the Port by third parties.  This is a primary policy with a $750,000 per occurrence 
(claim) retention for general liability occurrences and a limit of $10.0 million per occurrence.  Excess to this primary 
policy is an excess marine policy with coverage up to a $150.0 million per occurrence limit, which provides 
coverage for Port marine exposures (cargo, cruise, marina, and terminal operations).  This excess liability policy 
also includes coverage for the Port’s non-aviation operational, automobile, employee benefits, and foreign liability 
exposures.  Coverage includes claims resulting from bodily injury and property damage arising from terrorism acts 
(under the Terrorism Risk Insurance Program Reauthorization Act of 2007 and reauthorized in 2015).  The Port also 
has a London-based terrorism liability policy that offers $15.0 million of limits per occurrence and in the annual 
aggregate for acts of terrorism (whether certified or not) that would apply to any Port operation at any Port location. 
 
The Port purchases a separate airport operator’s primary and excess liability insurance policy which covers liability 
claims from third parties that involve property damage and/or bodily injury arising out of airport operations.  The 
limit of liability is $500.0 million with a $1.0 million per occurrence (claim) retention.  The annual policy retention 
aggregate is $1.0 million.  Coverage for events stemming from terrorism and/or war (malicious acts) is included 
under the Airport operator’s primary insurance policy up to a limit of $100.0 million. 
 
Liability insurance is also purchased to cover exposures and liabilities that could stem from the wrongful or non-
intentional acts of Port employees, directors, and Commissioners (Public Official Liability), and employment 
practices liability ($10.0 million aggregate limit/$1.5 million per claim retention); fiduciary liability ($5.0 million 
limit/no deductible), and law enforcement liability ($10.0 million limit/$1.5 million per wrongful act retention).  The 
Port also purchases an employee dishonesty policy (also known as a fidelity bond) protecting the Port from liability 
due to the dishonesty and/or fraudulent acts of Port employees.  This policy has a $5.0 million limit.  The Port self-
insures its workers’ compensation exposure.  The Port also insures its vessels for liability under a separate policy 
with limits of $1.0 million per occurrence.  The Port also has a foreign liability master policy which provides 
liability coverage for property damage and bodily injury for Port employees when engaged in foreign travel.  This 
policy also has coverage for emergency medical expenses and coverage for kidnap and ransom.  Finally, the Port has 
a cyber-liability policy that provides limits up to $5.0 million in the annual aggregate for various cyber exposures 
and liability, including breach notification response and expenses, cyber extortion, and damage to data including 
business interruption. 

Third-Party Agreements 

Contractors, tenants, and lessees are required to carry at least $1.0 million of commercial general liability insurance 
(up to $25.0 million or more for large construction projects and higher-risk projects) and automobile liability 
insurance of at least $1.0 million ($5.0 million for automobiles operated on the non-movement part of the aircraft 
operations area and $10.0 million for automobiles operated on the aircraft movement area of the aircraft operations 
area).  The Port requires airline tenants, with aircraft operations on the airfield at the Airport to provide between 
$50.0 million and $300.0 million per-occurrence liability limits.  Ground handlers, working for the airlines on the 
airfield, and under license to the Port are required to carry a minimum of $5.0 million per occurrence of general 
liability insurance and $5.0 million per occurrence of automobile liability insurance.  Contractors and other third-
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party vendors working for the Port must also provide proof of workers’ compensation coverage for their employees 
as well as Washington State “stop-gap” coverage that covers employers’ liability.  The Port requires all contractors, 
tenants, and lessees, to include the Port as an “additional insured” on their policies of commercial general liability 
insurance, along with a waiver of subrogation in favor of the Port, and endorsement that requires these parties 
insurance to be primary and non-contributory relative to any general liability insurance the Port carries.  All 
contracts and lease agreements require that the Port, and its employees, officers, and Commissioners are to be held 
harmless and indemnified for all actual and alleged claims that arise out of the acts of the Port’s contractors, 
consultants, vendors, licensees, and lessees. Professionals such as engineers, architects, and surveyors, are also 
required to carry professional liability (errors and omissions) insurance for work they do for the Port with minimum 
limits of $1.0 million per claim or wrongful act. 

Owner Controlled Insurance Program 

The Airport’s Capital Improvement Program (ACIP) construction projects (built between 2001 and 2008) were 
insured against third party claims under an Owner Controlled Insurance Program (OCIP) that expired on 
December 31, 2008.  All ACIP work completed prior to the OCIP termination date continued to be covered for 
potential future claims for property damage and bodily injury through December 31, 2016.  The run out period has 
ended and there are no open or outstanding claim obligations remaining relative to this former policy.  The collateral 
agreement has ended and there are no more funds to be returned to the Port or to be paid to the Port.  All potential 
claims that may arise from errors and omissions involving professional work will be potentially covered under the 
OCIP program if the claim is reported prior to December 31, 2018.  The Port still has an open collateral agreement 
for this coverage.  There are no open claims or outstanding claim obligations owed under this policy. 

Northwest Seaport Alliance 

The Charter specifies the terms and identifies allocation of risk and indemnity obligations. Ownership of the 
Licensed Properties remains with the licensing ports, thus, both the Port and the Port of Tacoma continue to 
purchase property insurance individually for their respective properties.  Approximately, $660 million worth of Port 
property that is licensed to the Seaport Alliance continues to be insured under the Port’s property insurance policy. 
 
The Port’s excess marine policy was endorsed to add the Seaport Alliance as an additional insured on an excess 
basis with regards to claims and litigation brought against the Seaport Alliance.  The Seaport Alliance does maintain 
its own primary public entity liability policy with limits of up to $10.0 million to protect against claims against the 
Managing Members of the Seaport Alliance, and general liability claims.  
 
Starting in 2017, workers who were formerly Port of Tacoma employees (including former Port employees) are now 
employed by the Seaport Alliance.  The Seaport Alliance is in compliance with state industrial insurance (workers 
compensation) requirements for the workforce. 
 

CERTAIN INVESTMENT CONSIDERATIONS 

The purchase of the Series 2017 Bonds involves investment risk.  Prospective purchasers of the Series 2017 Bonds 
should consider carefully all of the information set forth in this Official Statement, including its appendices, 
evaluate the investment considerations and merits of an investment in the Series 2017 Bonds and confer with their 
own tax and financial advisors when considering a purchase of the Series 2017 Bonds. 

The Series 2017 Bonds are secured solely by a pledge of Available Intermediate Lien Revenues.  The Port’s ability 
to derive Available Intermediate Lien Revenue from the operation of the Port sufficient to pay debt service on the 
Series 2017 Bonds depends on many factors, some of which are not subject to the control of the Port.   

Factors subject to the Port’s control, to some degree, include the contractual terms the Port establishes with its 
tenants, including airlines and container terminal operators, as well as the contractual terms the Port establishes with 
banks and other entities providing liquidity or credit enhancement for Port obligations and whether and when to 
amend such terms.  In addition, the Port determines, subject to the requirements of the Intermediate Lien Master 
Resolution, as applicable, whether and when to issue additional indebtedness secured by a lien on Available 
Intermediate Lien Revenue either senior to, on parity with or subordinate to the lien of the Series 2017 Bonds. 
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There are many factors outside of the Port’s control that can affect activity levels in the Port’s operating divisions.  
Some known factors include the level of economic activity both within and outside of the area served by the Port, 
general demand for air travel and commodities, the financial condition of the airline and shipping industries, 
regulation of the Port and Seaport Alliance operations, global health, security and other geopolitical concerns, and 
natural disasters.   

The following section discusses some of the factors affecting Available Intermediate Lien Revenues.  The following 
discussion cannot, however, describe all of the factors that could affect Available Intermediate Lien Revenues.  In 
addition to these known factors, other factors could affect the Port’s ability to derive Available Intermediate Lien 
Revenues sufficient to pay debt service on the Intermediate Lien Parity Bonds.   

Uncertainties of the Aviation Industry 

The ability of the Port to generate revenues from its Airport operations depends, in part, upon the financial health of 
the aviation industry.  The economic condition of the industry is volatile, and the aviation industry has undergone 
significant changes, including mergers, acquisitions, consolidations, bankruptcies and closures.  The industry is 
cyclical and subject to intense competition and variable demand.  Further, the aviation industry is sensitive to a 
variety of other factors, including (i) the cost and availability of labor, fuel, aircraft and insurance, (ii) general 
economic conditions, (iii) international trade, (iv) currency values, (v) competitive considerations, including the 
effects of airline ticket pricing and increased taxes and fees, (vi) traffic and airport capacity constraints and the 
national aviation system capacity constraints, (vii) political risk including the uncertainties of federal funding, 
governmental regulation, including security regulations, fees, and taxes imposed on airlines and passengers, and 
maintenance and environmental requirements, (viii) passenger demand for air travel, and (ix) disruption caused by 
airline accidents, natural disasters, criminal incidents and acts of war or terrorism, such as the events of 
September 11, 2001.  The aviation industry is also vulnerable to strikes and other union activities.  Airlines 
operating at the Airport have filed for bankruptcy in the past and may do so in the future. 

Aeronautical Revenues 

The FAA provides airports with the ability to recover airline-related costs within certain guidelines.  Airports may 
enter into use and lease agreements with airlines or they may set rates and charges by legislative action.  The Airport 
currently has airline agreements, scheduled to expire on December 31, 2017.  The Port currently is negotiating, but 
has not yet come to agreement on, a new or amended use and lease agreement. The Port also has adopted Resolution 
No. 3677, as amended, establishing airline rates and charges.  Implementation of this resolution is currently 
suspended during the term of the airline agreements.  Upon the expiration or termination of the agreements, the Port 
may enter into a new agreement with the same or different terms, which may be more or less favorable, or may 
choose to amend its agreements to respond to adverse economic or other conditions at the Airport.  It is also possible 
that Resolution 3677, as amended, or any new rate resolution or amendment to the current rate resolution could be 
challenged by one or more of the airlines.  The airlines are not required to pay for all of the Port’s costs at the 
Airport. 

Uncertainties of Non-Aeronautical Revenues 

In addition to revenue from the airlines, the Aviation Division has the use of non-aeronautical revenue, such as 
parking and concession revenue, but also takes the risk that such revenue may not be sufficient to enable the 
Aviation Division to satisfy from non-aeronautical revenue all of its obligations not covered by aeronautical 
revenues.  The Port’s ability to generate revenues at the Airport from its non-airline businesses (including parking, 
car rentals and terminal concessions such as food and beverage sales) depends, in part, upon the volume of 
passengers passing through the Airport, economic conditions, and ground transportation and terminal concession 
preferences, pricing and alternatives.  The nature of the businesses that provide concessions and services at the 
Airport change as new business models develop. For example transportation network companies represent a 
relatively new business model providing service at the Airport and may adversely affect not only other ground 
transportation businesses but also other Airport businesses, including parking and rental car businesses. 
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Uncertainties of the Container Shipping Industry 

The Port’s revenues from the Seaport Alliance depend, in part, upon the financial health of the maritime industry 
and upon tenants’ abilities to compete with other terminals at other ports in North America.  The shipping industry 
and the demand for and utilization of non-aviation facilities is highly competitive and sensitive to a variety of 
factors, including (i) the cost and availability of labor, fuel and insurance, (ii) general economic conditions, 
(iii) international trade, (iv) currency values, (v) competitive considerations, (vi) political risks including changes in 
governmental funding, treaties and regulation and (vii) disruption caused by natural disasters, labor strife, criminal 
incidents and acts of war or terrorism.  The maritime industry is also vulnerable to strikes, slowdowns, lockouts, and 
other labor activities.  Maritime tenants and customers, or their business partners, may file for bankruptcy.  See “—
Bankruptcy.”  These factors and therefore the relative attractiveness of the Seaport Alliance may differ significantly 
from other ports. 

Competition from Other Container Ports 

The Seaport Alliance competes for market share with other United States West Coast ports, as well as with ports in 
other parts of the United States and in Canada and Mexico.  Factors such as the total delivered cost for goods, 
service reliability, available distribution and transload facilities, transit time, marine and intermodal facilities and the 
ability to accommodate larger container ships affect carrier decisions (and sometimes shipper directions) about 
which port(s) to use.  Carriers also may form alliances that affect their decisions on port locations.  These factors 
may be affected by developments outside the Seaport Alliance or Port’s control.  For example, future developments 
could impact the Seaport Alliance’s market share.  Action by other ports to improve or expand their marine 
facilities, or intermodal service improvements at other ports on the West Coast or elsewhere in North America, 
could impact the Seaport Alliance’s market share.  The revenues of the Seaport Alliance may be adversely impacted 
by increased competition, improvements or additions to marine or supporting facilities at other ports, and pricing 
decisions by other port facilities; the Port cannot predict the scope of any such impact at this time.  The formation of 
the Seaport Alliance is not expected to reduce the competition with ports outside of the Puget Sound. 

In addition, the imposition of fees that apply only to the Port or only to a subset of ports including the Port (such as 
fees that only apply to state or United States ports, e.g., the harbor maintenance tax on United States imports) 
increase the ocean carriers’ cost to use Seaport Alliance facilities and may adversely impact the Port’s revenues.  
The Port cannot predict whether any such additional fees will be imposed or existing fees increased, the amount of 
such fees or the impact thereof on Port revenues. 

Uncertainties Regarding the Seaport Alliance 

As described under the heading “NORTHWEST SEAPORT ALLIANCE,” the Port and the Port of Tacoma formed 
the Seaport Alliance as a separate PDA to more effectively address certain risks associated with the container 
terminal business.  The intent in forming the Seaport Alliance was to eliminate pricing competition between the two 
ports by creating a unified gateway, to allow for coordination regarding customer relationships, to improve capacity 
utilization between the two ports, and to rationalize strategic capital investments.  The formation of the Seaport 
Alliance may or may not successfully address these risks and may create new risks, including the risks associated 
with undertaking a new joint venture with an outside entity with its own governance structure, the risk associated 
with the operating and financial performance of additional facilities (which also provide some geographic, facility, 
tenant and customer diversification), and exposure to the financial strength of the Port of Tacoma to make future 
capital expenditures.  

Under the Alliance ILA and the Charter, the Port has agreed to work cooperatively with the Port of Tacoma, and 
accordingly has agreed not to act unilaterally with respect to certain matters.  Decisions that could have a material 
effect on the Port, including new business agreements and leases or amendment to existing agreement and leases and 
future capital contributions to the Seaport Alliance, must be approved by each port and, accordingly, the Port will 
need to reach agreement with the Port of Tacoma on these matters.  Even if agreement is reached, the process may 
cause delay.  

Marine cargo activities at the properties licensed from the ports to the Seaport Alliance are exclusively handled by 
the Seaport Alliance, and the Seaport Alliance has first right of refusal for new marine cargo opportunities.  The 
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Seaport Alliance shares its Net Income (as defined in the Charter) with both Managing Members. It is possible that 
the Port will realize less operating revenue from the Seaport Alliance net income than it would have received 
through direct operation of the Licensed Properties.  The Seaport Alliance was formed under a new provision in 
Chapter 53 RCW and faces the risks associated with a new authority as well as the risks associated with a joint 
venture.  The Seaport Alliance selected as its Chief Executive Officer, the Chief Executive Officer of the Port of 
Tacoma, who may serve in those dual roles for up to five years.  It is possible that the dual role may pose a real or 
perceived conflict of interest.  Other staff serves in dual roles either directly or through service agreements.  

The minimum level of Seaport Alliance net income required to be maintained for the Bond Income Calculation was 
established based on the amount required at formation of the Seaport Alliance for the ports to meet their then current 
bond rate covenants, and may not always reflect the amount required to meet bond rate covenants going-forward.  
The Bond Income Calculation is subject to adjustment, including reduction from payment or refunding of bonds 
outstanding at the time of the formation of the Seaport Alliance.  The Bond Income Calculation does not include 
debt service on the obligations issued since formation of the Seaport Alliance or future financial obligations, 
including the Series 2017 Bonds.  The Seaport Alliance may be unable to meet this minimum level of net income 
every year or any year, and this minimum level may not be sufficient in light of the Port’s then bond covenants, due 
to business risks and other factors, including factors outside of the control of the Seaport Alliance and outside of the 
control of the Port as a Managing Member.  The Charter also permits a port that is not in compliance with a bond 
rate covenant (if Seaport Alliance net income before depreciation combined with a port’s other net income before 
depreciation is not sufficient to satisfy the covenant) to require that the Seaport Alliance engage an independent 
third-party consultant, and provides the ports with specified remedies if the Seaport Alliance does not implement the 
consultant’s recommendations.  This provision applies in the event of noncompliance with a bond rate covenant that 
was in effect at the time of formation of the Seaport Alliance, and may not be applicable in the event the covenant is 
amended in the future. 

The Charter allows for a revaluation in 2017 of the contribution of each port, and therefore the Port’s membership 
share may be adjusted and with that, its share of both Seaport Alliance net income from and capital contributions to 
the Seaport Alliance (but not its share for the purposes of governance or voting rights under the Charter).  The Port 
may also adjust its membership share with the addition or subtraction of properties or capital contributions, subject 
to Managing Member approval. 

The Alliance ILA and the Charter are subject to amendment with member consent, and the structure of the Seaport 
Alliance, the Bond Income Calculation, the distribution of cash, dispute resolution, prohibition against borrowing 
and dissolution provisions are all subject to change.  Amendments to the Alliance ILA and Charter generally also 
require FMC approval. 

Seaport Alliance Capital Projects.  The Seaport Alliance currently is undertaking design and permitting of a project 
to redevelop Terminal 5, and is seeking a tenant for the redeveloped facility.  Although the Seaport Alliance is 
planning the facility with the expectation of entering into a long-term lease, and expects that any such lease would 
require tenant funding of certain improvements and equipment, there can be no assurance that the Seaport Alliance 
will secure a tenant, or that the lease would cover these costs, or that any such lease would be in effect prior to 
proceeding with the redevelopment project or that there would be no additional costs related to the facility including 
channel dredging.  There also may be future improvements to other Licensed Properties or to adjunct infrastructure 
that are not included in the Seaport Alliance CIP, but may be important to the operations of the Seaport Alliance or 
to its ability to compete with other ports. 

Future Capital Projects 

The Port has identified its CIP for the 2017-2022 period.  The program is based on identified improvements and 
current cost and timing estimates and also includes some allowance for unidentified projects.  The actual costs and 
schedules of projects are subject to change, and may result in significantly higher costs than currently estimated.  
There may be additional improvement needs including those identified in the Sustainable Airport Master Plan or in 
the real estate and Fishermen’s Terminal strategic plans or expansion of Terminal 5 or other facilities for the Seaport 
Alliance that are necessary to address competitive challenges in the Port’s or the Alliance’s various businesses or are 
deemed to provide an economic benefit.  There is no guarantee that capital investments will generate new revenues 
or revenues sufficient to off-set costs.   
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Other Agreements 

The Port has entered into various agreements that provide rent and concessions revenue to the Port.  Some of the 
revenue payable under these agreements is based on volume and thus will vary, perhaps substantially.  These 
agreements have various expiration dates.  There is no guarantee that agreements will be renewed or that new 
agreements will have similar provisions and associated revenues.  There is also no guarantee that existing 
agreements will not be amended with terms less favorable than current terms. 

Liquidity and Credit Facilities 

The Port has purchased from monoline bond insurance companies surety bonds to satisfy debt service reserve fund 
obligations in connection with certain outstanding Port debt, including certain First Lien Bonds and Intermediate 
Lien Parity Bonds.  In addition, bank letters of credit provide liquidity and credit enhancement for certain of the 
Port’s Subordinate Lien Parity Bonds (variable rate demand obligations and commercial paper).  See “APPENDIX 
A—AUDITED FINANCIAL STATEMENTS—Note 6: Long-Term Debt; Subordinate Lien Variable Rate Demand 
Bonds.”  In these and other respects, the Port is exposed to rating and other credit-related risks associated with 
various monoline insurers and banks. 

Although the Port is not obligated to purchase variable rate Subordinate Lien Parity Bonds if a bank fails to honor its 
letter of credit, the Port is exposed to bank credit risk.  Rating downgrades or other credit events affecting the banks, 
for example, have and can result in higher variable interest rates paid by the Port, either in connection with 
remarketed bonds or “bank bonds” purchased by the bank upon a failed remarketing or upon a mandatory tender that 
would be required if an expiring letter of credit cannot be replaced.  A Port event of default (or, in certain 
circumstances, a rating downgrade or withdrawal) under bank reimbursement agreements pursuant to which the 
letters of credit were issued, among other events, would entitle the bank to require the mandatory tender for 
purchase of all of the Subordinate Lien Parity Bonds secured by such letter of credit.  In that event or upon the 
purchase by the bank of “bank bonds” resulting from an inability to convert the bonds or to remarket the bonds for a 
period, to issue new commercial paper or to replace an expiring letter of credit, the Port would be required to 
reimburse the bank or to purchase or redeem all of such bonds over a three- to five-year period and to pay interest at 
the higher rates set forth in the applicable reimbursement agreement.   

Limitation of Remedies 

Under the terms of the Resolution, payments of debt service on Series 2017 Bonds are required to be made only as 
they become due and the occurrence of a default does not grant a right to accelerate payment of the Series 2017 
Bonds.  In the event of multiple defaults in payment of principal of or interest on the Series 2017 Bonds, the Series 
2017 Bond owners could be required to bring a separate action for each such payment not made.  Remedies for 
defaults are limited to such actions which may be taken at law or in equity.  See Appendix G.  No mortgage or 
security interest has been granted or lien created in any real property of the Port to secure the payment of any of the 
Port’s bonds, including the Series 2017 Bonds.  Leases with tenants, including airlines and container terminal 
operators, are subject to bankruptcy proceedings, leading to possible rejection of the leases or to long delays in 
enforcement. 

Various State laws, constitutional provisions, and federal laws and regulations apply to the obligations created by 
the issuance of the Series 2017 Bonds.  There can be no assurance that there will not be any change in, interpretation 
of, or addition to the applicable laws and provisions will not be changed, interpreted, or supplemented in a manner 
that would have a material adverse effect, directly or indirectly, on the affairs of the Port.  

In the event of a default in the payment of principal of or interest on the Series 2017 Bonds, the remedies available 
to the owners of the Series 2017 Bonds upon a default are in many respects dependent upon judicial action, which is 
often subject to discretion and delay under existing constitutional law, statutory law, and judicial decisions, 
including the federal Bankruptcy Code.  Bond Counsel’s opinion as to enforceability to be delivered simultaneously 
with delivery of the Series 2017 Bonds will be qualified by certain limitations, including limitations imposed by 
bankruptcy, reorganization, insolvency, and equity principles.  See the proposed forms of Bond Counsel opinions 
included in Appendix E. 
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Bankruptcy; Dissolution 

The enforceability of the rights and remedies of the Bondholders, the obligations of tenants or customers of the Port, 
and of the Port and the liens and pledges created by the Resolution are subject to the United States Bankruptcy Code 
(the “Bankruptcy Code”) and/or to other applicable bankruptcy, insolvency, reorganization, moratorium or similar 
laws relating to or affecting the enforcement of creditors’ rights generally, to equitable principles that may limit the 
enforcement under Washington law of certain remedies and to exercise by the United States of America of powers 
delegated to it by the United States Constitution.  Some of the risks associated with a bankruptcy, insolvency or 
dissolution are described below and include the risks of delay in payment and of nonpayment.  Potential purchasers 
of the Series 2017 Bonds should consult their own attorneys and advisors in assessing the risk and the likelihood of 
recovery in the event the Port, its tenants or customers, or any other party becomes a debtor in a bankruptcy, 
insolvency or dissolution case prior to the time the Series 2017 Bonds are paid in full. 

In addition, payments made by a bankrupt entity within 90 days (up to 366 days if the entity is found to be an 
insider) of a filing of a bankruptcy case could be deemed to be “avoidable preferences” under the Bankruptcy Code 
and thus could be subject to recapture in bankruptcy, including from the Series 2017 Bondholders.  If an entity is in 
bankruptcy, parties (including the Series 2017 Bondholders) may be prohibited from taking action to collect from or 
to enforce obligations of such entity without permission of the bankruptcy court, and the Port may be prevented 
from making payments to the Bondholders from funds in its possession.  These restrictions may result in delays or 
reductions in payments on the Series 2017 Bonds. 

There may be other possible effects of a bankruptcy of the Port or tenants or customers of the Port that could result 
in delays or reductions in payments on the Series 2017 Bonds, or result in losses to the Bondholders.  Regardless of 
any specific adverse determinations in any such bankruptcy proceeding, the fact of such a bankruptcy proceeding 
could have an adverse effect on the liquidity and value of the Series 2017 Bonds. 

Tenants or Customers.  The bankruptcy of a signatory airline or of another tenant or customer of the Port could 
result in delays, additional expenses and/or reductions in payments or nonpayment to the Port and, as a result, could 
reduce Gross Revenue and Available Intermediate Lien Revenue.  Bankruptcy law in the United States is governed 
by the Bankruptcy Code, and federal bankruptcy courts retain jurisdiction over parties that are subject to bankruptcy 
petitions, voluntarily or involuntarily.  Bankruptcy courts have the jurisdiction, within the limits of the Bankruptcy 
Code, to review debtors’ agreements and the debtors’ decisions to assume or reject their agreements and to approve, 
reject or delay payments of debtors’ financial and other obligations.  Risks associated with bankruptcy include the 
risk of substantial delay in payment or of non-payment, the risk that the Port might not be able to enforce its other 
contractual remedies, the risk that the Port may have to return certain payments received during the “preference” 
period and the risk of additional litigation costs if the Port decides or is required to participate in bankruptcy 
proceedings.  Bankruptcy of a major tenant or customer could result in long delays and significant costs and possibly 
in large losses to the Port. Additional requirements, delays, costs or losses could apply in the event that tenants or 
customers are subject to bankruptcy law of another nation in addition to or in lieu of U.S. bankruptcy laws.  

The Port.  Under current Washington law, political subdivisions or public agencies, such as the Port, may be able to 
file for bankruptcy under chapter 9 of the Bankruptcy Code.  In 1935, the Washington State Legislature authorized 
taxing districts in the state of Washington to file a petition under Section 80 of chapter IX of the then applicable 
Bankruptcy Act of 1898.  The 1935 authorizing statute has not been amended notwithstanding the fact that the 
Bankruptcy Act of 1898 has been superseded.  The 1935 authorizing statute likely allows municipalities in 
Washington to seek relief under chapter 9 of the now applicable Bankruptcy Code.  In the event of a chapter 9 
bankruptcy filing by the Port, owners of the Series 2017 Bonds may not be able to exercise any of their remedies 
under the Intermediate Lien Master Resolution, as applicable, during the course of the proceeding.  Legal 
proceedings to resolve issues could be time consuming, and substantial delays or reductions in payments to 
Bondholders may result.  

The Seaport Alliance.  Under current Washington law, as a PDA, the Seaport Alliance is not a taxing district and 
may not be able to file for bankruptcy under chapter 9 of the Bankruptcy Code.  The Charter provides for dissolution 
under certain circumstances, and for distribution upon dissolution to the member ports.  Each Managing Member, to 
the fullest extent permitted by applicable law, has waived any rights to take any such actions under applicable law, 
including any right to petition a court for judicial dissolution.  By state statute, if a PDA is insolvent or dissolved, 



 

 -56- 

the superior court of a county in which the PDA operates has jurisdiction and authority to appoint trustees or 
receivers of the assets and property of the PDA and to supervise the trusteeship or receivership.  All liabilities 
incurred by a PDA are to be satisfied exclusively from the assets and properties of the PDA. No creditor or other 
person has any right of action against the port district or districts creating the PDA on account of any debts, 
obligations, or liabilities of the PDA.  The Port of Tacoma may be able to file for bankruptcy under chapter 9 of the 
Bankruptcy Code. 
 
Laws and Regulation 

The Port is subject to federal, State, and local laws and regulations.  Failure by the Port (or by its contractors or 
tenants) to comply with, or violations of, statutory and regulatory requirements could result in the loss of grant and 
PFC funds and in other consequences.  These statutory and regulatory requirements are subject to change and could 
become more stringent and costly for the Port and its customers and tenants and for the Seaport Alliance.  For 
example, statutory or regulatory requirements limiting emissions or otherwise addressing climate change could be 
implemented or increased.  Climate change concerns have led to new or proposed laws and regulations at the 
federal, state and local level, which could have a material adverse effect on the Port’s or Seaport Alliance’s 
operation or the Port’s tenants.  The Port cannot predict whether future restrictions or limitations on the Port or 
Seaport Alliance will be imposed, whether future legislation or regulations will affect funding for capital projects or 
whether such restrictions or legislation or regulations will adversely affect Available Intermediate Lien Revenues. 

Federal Funding and other Actions 

The Port and the Seaport Alliance receive federal funds, including through FAA and TSA budgets. A portion of the 
Port’s and the Seaport Alliance’s assets also are invested in securities of the U.S. government. These federal funds 
and investments may be adversely impacted by federal legislative and executive actions, including but not limited to 
cuts to federal spending. Federal funding is subject to federal legislative action, including through the federal budget 
process.  Budgetary acts, including sequestration, could continue to affect FAA and TSA budgets, operations, and 
the availability of certain federal grant funds.  In addition, budgetary acts could cause the FAA and the TSA to 
implement employee furloughs, hiring freezes or other staffing changes (including of air traffic controllers), which 
could result in flight delays or cancellations. Other federal legislative or executive actions may affect the Port’s 
federal funds and investments, and may have other financial or operating impacts on the Port or the Seaport 
Alliance. Executive orders regarding immigration or travel could reduce international passenger traffic, for example.  
The Port, the Seaport Alliance or other state and local jurisdictions also could be affected if the federal government 
withholds or attempts to withhold federal grants or other funds flowing though or to “sanctuary jurisdictions.”  The 
Port can make no representations at this time concerning what impact, the timing of such impact, or the materiality 
of such impact that federal legislative and executive actions would have on Port or Seaport Alliance finances or 
operations.  
 
Accounting Rules 

The Port is subject to accounting rules and standards promulgated by the Governmental Accounting Standards 
Board.  These rules may change, requiring the Port at such time to value and state its accounts in ways beyond the 
Port’s ability to control or predict. 

Seismic, Climate Change and Natural Disaster Considerations 

The Port’s facilities and other Licensed Properties are in an area of seismic activity, with frequent small earthquakes 
and occasional moderate and larger earthquakes.  The Port can give no assurance regarding the effect of an 
earthquake, a tsunami from seismic activity in Washington or in other areas, a volcano, mudslide, climate change, or 
other natural disaster or that proceeds of insurance carried by the Port or by the Port of Tacoma, as applicable, 
would be sufficient, if available, to rebuild and reopen Port facilities or other Licensed Properties or that Port 
facilities, other Licensed Properties or surrounding facilities and infrastructure could or would be rebuilt and 
reopened in a timely manner following a major earthquake or other natural disaster.  
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Continuing Compliance with Tax Covenants; Changes of Law 

The Resolution and the Port’s tax certificate will contain various covenants and agreements on the part of the Port 
that are intended to establish and maintain the tax-exempt status of interest on the Series 2017A Bonds and Series 
2017B Bonds (the “Tax-Exempt Bonds”).  A failure by the Port to comply with such covenants and agreements, 
including any remediation obligations, could, directly or indirectly, adversely affect the tax-exempt status of 
interests on the Tax-Exempt Bonds.  Any loss of tax-exemption could cause all of the interest received by the 
Owners of the Tax-Exempt Bonds to be taxable.  All or a portion of interest on the Tax-Exempt Bonds also could 
become subject to federal and/or state income tax as a result of changes of law.  Current and future legislative 
proposals, if enacted into law, clarification of the Code or court decisions may cause interest on the Tax-Exempt 
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 beneficial owners from realizing the full current benefit of the tax status of 
such interest. 

INITIATIVES AND REFERENDA 

Under the State Constitution, the voters of the State have the ability to initiate legislation and to modify existing 
laws through the powers of initiative and referendum.  An initiative measure is submitted to the voters (if an 
initiative to the people) or to the Legislature (if an initiative to the Legislature) if the Secretary of State certifies the 
receipt of a petition signed by at least eight percent of the number of voters registered and voting for the office of 
governor at the preceding regular gubernatorial election.  Certified initiatives to the people are placed on the ballot 
for the next State-wide general election. 

Certified initiatives to the Legislature are submitted to the Legislature at its regular session each January.  Once an 
initiative to the Legislature has been submitted, the Legislature must take one of the following three actions:  
(i) adopt the initiative as proposed, in which case the initiative becomes law without a vote of the people; (ii) reject 
or refuse to act on the proposed initiative, in which case the initiative must be placed on the ballot at the next State 
general election; or (iii) approve an amended version of the proposed initiative, in which case both the amended 
version and the original initiative must be placed on the next State general election ballot. 

A bill passed by the Legislature is referred to the people for final approval or rejection if the Secretary of State 
certifies the receipt of a petition signed by at least four percent of the number of voters registered and voting for the 
office of governor at the preceding regular gubernatorial election.  Certain actions of the Legislature necessary for 
the immediate preservation of the public peace, health or safety and the support of State government or its existing 
institutions are exempt from the referendum process. 

Proposed initiatives to the people must be filed within 10 months prior to the next State general election, and the 
petition signatures must be filed not less than four months before such general election.  Proposed initiatives to the 
Legislature must be filed within 10 months prior to the next regular session of the Legislature, and the petition 
signatures must be filed not less than 10 days before such regular session of the Legislature.  A referendum measure 
may be filed any time after the Governor has signed the act that the sponsor wants referred to the ballot.  Petition 
signatures must be filed within 90 days after the final adjournment of the legislative session at which the act was 
passed. 

An initiative or referendum approved by a majority of 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 have been a number of initiatives filed in the State, including initiatives targeting fees and taxes 
imposed by local jurisdictions or subjecting local jurisdictions to additional requirements.  The Port cannot predict 
whether this trend will continue, whether any filed initiatives will receive the requisite signatures to be certified to 
the ballot, whether such initiatives will be approved by the voters, whether, if challenged, such initiatives will be 
upheld by the courts and whether any current or future initiative could have a material adverse impact on the Port’s 
revenues or operations. 
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LITIGATION AND ADMINISTRATIVE PROCEEDINGS 

No Litigation Concerning the Series 2017 Bonds 

As of the date of this Official Statement, there is no litigation, to the knowledge of the Port, pending or threatened, 
challenging the authority of the Port to issue the Series 2017 Bonds or seeking to enjoin the issuance of the Series 
2017 Bonds. 

Other Litigation and Administrative Proceedings 

The Port is a defendant in various legal actions and claims that arise during the normal course of business.  Some of 
these claims may be covered by insurance.  The Port is not aware of any legal actions that, in the opinion of Port 
management, will have a material adverse effect on the financial position, results of operations or cash flows of the 
Port. 

CONTINUING DISCLOSURE 

The Port is covenanting for the benefit of the holders and beneficial owners of the Series 2017 Bonds to provide 
certain financial information and operating data (the “Annual Disclosure Report”) by not later than six months 
following the end of the Port’s fiscal year (which currently would be June 30, 2018, for the report for the 2017 fiscal 
year), and to provide notices of the occurrence of certain enumerated events.  The Annual Disclosure Report and 
notices of listed events are to be filed with the Municipal Securities Rulemaking Board.  The specific nature of the 
information to be contained in the Annual Disclosure Report and in notices of listed events is set forth in 
Appendix H.  These covenants are made by the Port to assist the Underwriters in complying with Securities and 
Exchange Commission Rule 15c2-12(b)(5).  
 
The Port has provided the 2016 audited financial statements for the Seaport Alliance in Appendix B, and may 
choose to file future Seaport Alliance financial statements on a voluntary basis. The Port is not, however, 
undertaking or committing to provide financial statements of the Seaport Alliance.  
 
In the past five years, the Port has complied in all material respects with its previous undertakings with regard to the 
Rule to provide annual reports and notices of enumerated events. 

TAX MATTERS 

Series 2017A Bonds, Series 2017C Bonds and Series 2017D Bonds 

In the opinion of Bond Counsel, interest on the Series 2017A Bonds is excludable from gross income for federal 
income tax purposes under existing law.  Interest on the Series 2017A Bonds is not an item of tax preference for 
purposes of either individual or corporate alternative minimum tax.  Interest on the Series 2017A Bonds is not 
included in adjusted current earnings for purposes of the federal alternative minimum tax imposed on certain 
corporations.  

In the opinion of Bond Counsel, interest on the Series 2017C Bonds and Series 2017D Bonds is excludable from 
gross income for federal income tax purposes, except for interest on any Series 2017C Bond or Series 2017D Bond 
for any period during which such Series 2017C Bond or Series 2017D Bond is held by a “substantial user” of the 
facilities financed by the Series 2017C Bonds and Series 2017D Bonds, or by a “related person” to such substantial 
user within the meaning of Section 147(a) of the Code.  Furthermore, interest on the Series 2017C Bonds and Series 
2017D Bonds is an item of tax preference for purposes of the federal alternative minimum tax imposed on 
individuals and corporations.  

Federal income tax law contains a number of requirements that apply to the Series 2017A Bonds, Series 2017C 
Bonds and Series 2017D Bonds (the “Series 2017 Tax-Exempt Bonds”), including investment restrictions, periodic 
payments of arbitrage profits to the United States, requirements regarding the use of proceeds of the Series 2017 
Tax-Exempt Bonds and the facilities financed or refinanced with proceeds of such bonds and certain other matters.  
The Port has covenanted to comply with all applicable requirements. 
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Bond Counsel’s opinion is subject to the condition that the Port comply with the above-referenced covenants and, in 
addition, will rely on representations by the Port and its advisors with respect to matters solely within the knowledge 
of the Port and its advisors, respectively, which Bond Counsel has not independently verified.  If the Port fails to 
comply with such covenants or if the foregoing representations are determined to be inaccurate or incomplete, 
interest on the Series 2017 Tax-Exempt Bonds could be included in gross income for federal income tax purposes 
retroactively to the date of issuance of the Series 2017 Tax-Exempt Bonds, regardless of the date on which the event 
causing taxability occurs.  In rendering its opinion, Bond Counsel has relied on the report of Causey Demgen & 
Moore, P.C. 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 Series 2017 Tax-Exempt Bonds.  Owners of the 
Series 2017 Tax-Exempt Bonds should consult their tax advisors regarding the applicability of any collateral tax 
consequences of owning such bonds, which may include tax issues associated with 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 Series 2017 Tax-Exempt Bonds should be aware that ownership of the Series 2017 
Tax-Exempt 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 Series 2017 
Tax-Exempt Bonds.  Bond Counsel expresses no opinion regarding any collateral tax consequences.  Prospective 
purchasers of the Series 2017 Tax-Exempt Bonds should consult their tax advisors regarding collateral federal 
income tax consequences. 

Payments of interest on tax-exempt obligations, such as the Series 2017 Tax-Exempt 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 gives no assurance that any future legislation or clarifications or amendments to the Code, if enacted 
into law, will not cause the interest on the Series 2017 Tax-Exempt Bonds to be subject, directly or indirectly, to 
federal income taxation.  From time to time, legislation is proposed that, if enacted, could alter the federal income 
tax consequences described herein, or otherwise prevent owners of the Series 2017 Tax-Exempt Bonds from 
realizing the full current benefit of the tax status of the interest on the Series 2017 Tax-Exempt Bonds.  Prospective 
purchasers of the Series 2017 Tax-Exempt Bonds should consult their own tax advisors regarding any pending or 
proposed federal legislation, as to which Bond Counsel expresses no view.  

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 Port’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 Series 2017 
Tax-Exempt Bonds.  Owners of the Series 2017 Tax-Exempt Bonds are advised that, if the IRS does audit the Series 
2017 Tax-Exempt Bonds under current IRS procedures, at least during the early stages of an audit, the IRS will treat 
the Port as the taxpayer, and the owners of the Series 2017 Tax-Exempt 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 Series 2017 
Tax-Exempt Bonds until the audit is concluded, regardless of the ultimate outcome. 

Premium.  An amount equal to the excess of the purchase price of a Series 2017 Bond over its stated redemption 
price at maturity constitutes premium on that Series 2017 Bond.  A purchaser of a Series 2017 Bond must amortize 
any premium over that Series 2017 Bond’s term using constant yield principles, based on the Series 2017 Bond’s 
yield to maturity.  As premium is amortized, the purchaser’s basis in the Series 2017 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 
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on sale or disposition of the Series 2017 Bond prior to its maturity.  Even though the purchaser’s basis is reduced, no 
federal income tax deduction is allowed.  Purchasers of Series 2017 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 
Series 2017 Bonds. 

Series 2017B Bonds - Certain Federal Tax Consequences 

The following discussion describes aspects of the principal U.S. federal tax treatment of U.S. persons that are 
beneficial owners (“Owners”) of Series 2017B Bonds.  This summary is based on the Code, published revenue 
rulings, administrative and judicial decisions, and existing and proposed Treasury regulations (all as of the date 
hereof and all of which are subject to change, possibly with retroactive effect). 

This summary discusses only Series 2017B Bonds held as capital assets within the meaning of Section 1221 of the 
Code.  It does not discuss all of the tax consequences that may be relevant to an Owner in light of its particular 
circumstances or to Owners subject to special rules, such as certain financial institutions, insurance companies, tax-
exempt organizations, foreign taxpayers, taxpayers who may be subject to the alternative minimum tax or personal 
holding company provisions of the Code, dealers in securities or foreign currencies, Owners holding the Series 
2017B Bonds as part of a hedging transaction, “straddle,” conversion transaction, or other integrated transaction, or 
Owners whose functional currency (as defined in Section 985 of the Code) is not the U.S. dollar.  Except as stated 
herein, this summary describes no federal, state or local tax consequences resulting from the ownership of, receipt of 
interest on, or disposition of, the Series 2017B Bonds.  ACCORDINGLY, INVESTORS  WHO ARE OR MAY BE 
DESCRIBED IN THIS PARAGRAPH SHOULD CONSULT THEIR OWN TAX ADVISORS REGARDING THE 
UNITED STATES FEDERAL INCOME TAX CONSEQUENCES TO SUCH INVESTORS, AS WELL AS TAX 
CONSEQUENCES ARISING UNDER THE LAWS OF ANY STATE, LOCAL, OR FOREIGN TAXING 
JURISDICTION OR UNDER ANY APPLICABLE TAX TREATY. 

In General.  Interest derived from a Series 2017B Bond by an Owner is subject to U.S. federal income taxation.  In 
addition, a Series 2017B Bond held by an individual who, at the time of death, is a U.S. person is subject to U.S. 
federal estate tax. 

Payments of Interest.  Interest, including additional amounts of cash and interest, if any, paid on the Series 2017B 
Bonds will generally be taxable to Owners as ordinary interest income at the time it accrues or is received, in 
accordance with the Owner’s method of accounting for U.S. federal income tax purposes.  Owners who are cash-
method taxpayers will be required to include interest in income upon receipt of such interest income; whereas 
Owners who are accrual-method taxpayers will be required to include interest as it accrues, without regard to when 
interest payments are actually received.   

Disposition or Retirement.  Upon the sale, exchange or other disposition of a Series 2017B Bond, or upon the 
retirement of a Series 2017B Bond (including by redemption), an Owner will recognize capital gain or loss equal to 
the difference, if any, between the amount realized upon the disposition or retirement (reduced by any amounts 
attributable to accrued but unpaid interest, which will be taxable as such) and the Owner’s adjusted tax basis in the 
Series 2017B Bond.  Any such gain or loss will be United States source gain or loss for foreign tax credit purposes.  
Under the Bond Resolution, certain of the Series 2017B Bonds are subject to optional and mandatory redemption.  
See “DESCRIPTION OF THE SERIES 2017 BONDS—Optional Redemption.”  The Series 2017B Bonds are 
subject to defeasance at any time prior to their stated maturities.  See “DESCRIPTION OF THE SERIES 2017 
BONDS—Defeasance.”  If the Port defeases any Series 2017B Bonds, such Series 2017B Bonds may be deemed to 
be retired and “reissued” for federal income tax purposes as a result of the defeasance.  In such event, the Owner of 
a Series 2017B Bond could recognize a gain or loss on the Series 2017B Bond at the time of defeasance. 

Unearned Income Medicare Contribution.  A 3.8 percent Medicare tax applies to certain net investment income 
earned by individuals, estates, and trusts.  For these purposes, net investment income generally includes an Owner’s 
interest income from a Series 2017B Bond (including accrued original issue discount, if any, on a Series 2017B 
Bond and market discount) and gain realized on the sale, retirement or other disposition of a Series 2017B Bond.  In 
the case of an individual, the tax is imposed on the lesser of (i) the Owner’s net investment income for the year, or 
(ii) the amount by which the Owner’s modified adjusted gross income (i.e., adjusted gross income reduced by 
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certain exclusions applicable to U.S. citizens or residents living abroad) exceeds $250,000 (if the Owner is married 
and filing jointly or a surviving spouse), $125,000 (if married filing separately) or $200,000 (if the Owner is 
unmarried or in any other case).  In the case of an estate or trust, the tax is imposed on the lesser of (i) undistributed 
net investment income, or (ii) the excess of adjusted gross income over the dollar amount at which the highest 
income tax bracket applicable to an estate or trust begins. 

Information Reporting and Backup Withholding.  Payments of interest on Series 2017B Bonds held of record by 
U.S. persons other than corporations and other exempt Owners must be reported to the IRS.  Such information will 
be filed each year with the IRS on Form 1099, which will reflect the name, address, and taxpayer identification 
number of the Owner.  A copy of Form 1099 will be sent to each Owner of a Series 2017B Bond for federal income 
tax reporting purposes. 

Interest paid to an Owner of a Series 2017B Bond ordinarily will not be subject to withholding of federal income tax 
if such Owner is a U.S. person.  Backup withholding of federal income tax may apply, however, to payments made 
in respect of the Series 2017B Bonds, as well as payments of proceeds from the sale of Series 2017B Bonds, to 
Owners who are not “exempt recipients” and who fail to provide certain identifying information.  The backup 
withholding rule currently in effect is 28 percent.  This withholding generally applies if the Owner of a Series 2017B 
Bond (who is not an exempt recipient) (i) fails to furnish such Owner’s social security number or other taxpayer 
identification number (“TIN”), (ii) furnishes an incorrect TIN, (iii) fails to properly report interest, dividends or 
other “reportable payments” as defined in the Code, or (iv) under certain circumstances, fails to provide a certified 
statement, signed under penalty of perjury, that the TIN provided is correct and that such Owner is not subject to 
backup withholding.  Individuals generally are not exempt recipients, whereas corporations and certain other entities 
generally are exempt recipients.  To prevent backup withholding, each prospective Owner will be requested to 
complete an appropriate form. 

Any amounts withheld under the backup withholding rules from a payment to a person would be allowed as a refund 
or a credit against such person’s U.S. federal income tax, provided that the required information is furnished to the 
IRS.  Furthermore, certain penalties may be imposed by the IRS on an Owner who is required to supply information 
but who does not do so in the proper manner. 

The federal tax discussion set forth above is included for general information only and may not be applicable 
depending upon an owner’s particular situation.  Investors should consult their own tax advisors concerning the tax 
implications of holding and disposing of the Series 2017B Bonds under applicable state or local laws.  Foreign 
investors should also consult their own tax advisors regarding the tax consequences unique to investors who are not 
U.S. persons. 

ERISA CONSIDERATIONS 

The Employee Retirement Income Security Act of 1974, as amended (“ERISA”), imposes certain requirements on 
employee benefit plans subject to Title I of ERISA (“ERISA Plans”), and on those persons who are fiduciaries with 
respect to ERISA Plans.  Investments by ERISA Plans are subject to ERISA’s general fiduciary requirements under 
Title I, Part 4 of ERISA, including, but not limited to, the requirements of investment prudence and diversification 
and the requirement that an ERISA Plan’s investments be made in accordance with the documents governing the 
Plan.  

Section 406 of ERISA and Section 4975 of the Code prohibit certain transactions involving the assets of an ERISA 
Plan (as well as those plans that are not subject to Title I of ERISA but are subject to Section 4975 of the Code, such 
as individual retirement accounts (together with ERISA Plans, “Plans”)) and certain persons (referred to as “parties 
in interest” or “disqualified persons” (each a “Party in Interest”)) having certain relationships to such Plans, unless a 
statutory or administrative exemption is applicable to the transaction.  A Party in Interest who engages in a 
prohibited transaction may be subject to excise taxes and other penalties and liabilities under ERISA and the Code. 

The fiduciary of a Plan that proposes to purchase and hold any Series 2017B Bonds should consider, among other 
things, whether such purchase and holding may involve (i) the direct or indirect extension of credit to a Party in 
Interest, (ii) the sale or exchange of any property between a Plan and a Party in Interest and (iii) the transfer to, or 
use by or for the benefit of, a Party in Interest, of any Plan assets within the meaning of 29 CFR Sec. 2510.3-102 as 
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modified by ERISA Section 3(42). Depending on the identity of the Plan fiduciary making the decision to acquire or 
hold Series 2017B Bonds on behalf of a Plan and other factors, U.S. Department of Labor Prohibited Transaction 
Class Exemption (“PTCE”) 75-1 (relating to certain broker-dealer transactions), PTCE 84-14 (relating to 
transactions effected by “qualified professional asset managers”), PTCE 90-1 (relating to investments by insurance 
company pooled separate accounts), PTCE 91-38 (relating to investments by bank collective investment funds), 
PTCE 95-60 (relating to investments by an insurance company general account), or PTCE 96-23 (relating to 
transactions directed by certain “in-house asset managers”) (collectively, the “Class Exemptions”) could provide an 
exemption from the prohibited transaction provisions of ERISA and Section 4975 of the Code.  In addition, Section 
408(b)(17) of ERISA and Section 4975(d)(20) of the Code generally provide for a statutory exemption from the 
prohibitions of Section 406(a) of ERISA and Section 4975 of the Code for certain transactions between Plans and 
persons who are Parties in interest solely by reason of providing services to such Plans or that are affiliated with 
such service providers, provided generally that such persons are not fiduciaries (or affiliates of such fiduciaries) with 
respect to the “plan assets” of any Plan involved in the transaction and that certain other conditions are satisfied. 

By its acceptance of a Series 2017B Bond, each purchaser will be deemed to have represented and warranted that 
either (i) no “plan assets” of any Plan have been used to purchase such Series 2017B Bond, or (ii) the purchase and 
holding of such Series 2017B Bond either do not constitute or result in a non-exempt prohibited transaction under 
ERISA or Section 4975 of the Code, or are exempt from the prohibited transaction restrictions of ERISA and 
Section 4975 of the Code pursuant to a statutory exemption or an administrative class exemption. 

Each Plan fiduciary (and each fiduciary for a governmental or church plan subject to the rules similar to those 
imposed on Plans under ERISA) should consult with its legal advisor concerning an investment in any of the Series 
2017B Bonds. 

LEGAL MATTERS 

Issuance of the Series 2017 Bonds is subject to receipt of the legal opinion of K&L Gates LLP, Bond Counsel to the 
Port, and to certain other conditions.  See Appendix E for the forms of the opinions of Bond Counsel.  Certain legal 
matters will be passed upon for the Port by Pacifica Law Group LLP, Disclosure Counsel to the Port.  Any opinion 
of such firm will be addressed solely to the Port, will be limited in scope, and cannot be relied upon by investors. 

Certain legal matters will be passed on for the Underwriters by Orrick, Herrington & Sutcliffe LLP, Counsel to the 
Underwriters.  Any opinion of such firm will be addressed solely to the Underwriters, will be limited in scope, and 
cannot be relied upon by investors. 

RATINGS 

Moody’s Investors Service, S&P Global Ratings and Fitch Ratings have assigned their ratings of “A1,” “A+,” and 
“AA-” respectively, to the Series 2017 Bonds.  Certain information was supplied by the Port to such rating agencies 
to be considered in evaluating the Series 2017 Bonds. 
 
The foregoing ratings express only the views of the rating agencies and are not recommendations to buy, sell or hold 
the Series 2017 Bonds.  An explanation of the significance of each of the ratings may be obtained from the rating 
agency furnishing the rating.  There is no assurance that such ratings will continue for any given period of time or 
that they will not be revised downward or withdrawn entirely by the rating agencies, or any of them, if, in their or its 
judgment, circumstances so warrant.  Any downward revision or withdrawal of the ratings may have an adverse 
effect on the market price of the Series 2017 Bonds.  The Port does not have any obligation to take any action, other 
than file a listed event notification, if the ratings on the Series 2017 Bonds is changed, suspended or withdrawn. 
 

THE REGISTRAR 

The principal of and interest and redemption premium, if any, on the Series 2017 Bonds are payable by the fiscal 
agent of the State of Washington, currently U.S. Bank National Association (the “Registrar”).  For so long as the 
Series 2017 Bonds remain in a “book-entry only” transfer system, the Registrar will make such payments to DTC, 
which, in turn, is obligated to remit such principal payments to the DTC participants for subsequent disbursement to 
the Beneficial Owners of the Series 2017 Bonds.  See Appendix F. 
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FINANCIAL ADVISOR 

Piper Jaffray & Co. has served as financial advisor to the Port relative to the preparation of the Series 2017 Bonds 
for sale, timing of the sale and other factors relating to the Series 2017 Bonds.  The financial advisor has not audited, 
authenticated or otherwise verified the information set forth in this Official Statement or other information provided 
relative to the Series 2017 Bonds.  Piper Jaffray & Co. makes no guaranty, warranty or other representation on any 
matter related to the information contained in this Official Statement. A portion of the financial advisor’s 
compensation for this transaction is contingent on the sale and delivery of the Series 2017 Bonds. 

UNDERWRITING 

The Series 2017A Bonds are to be purchased from the Port at an aggregate purchase price of $20,736,286.50 
(the principal amount of the Series 2017A Bonds, less Underwriters’ discount of $36,556.55, and plus original issue 
premium of $4,067,843.05); subject to the terms of a bond purchase contract between the Port and Citigroup Global 
Markets Inc., Morgan Stanley & Co. LLC, Barclays Capital Inc., Goldman Sachs & Co. LLC, J.P. Morgan 
Securities LLC, Merrill Lynch, Pierce, Fenner & Smith Incorporated, Academy Securities, Inc., Backstrom 
McCarley Berry & Co., LLC, and The Williams Capital Group, L.P. (collectively, the “Underwriters”). 

The Series 2017B Bonds are to be purchased from the Port at an aggregate purchase price of $264,414,032.04 
(the principal amount of the Series 2017B Bonds, less Underwriters’ discount of $510,967.96); subject to the terms 
of a bond purchase contract between the Port and the Underwriters. 

The Series 2017C Bonds are to be purchased from the Port at an aggregate purchase price of $365,590,042.69 
(the principal amount of the Series 2017C Bonds, less Underwriters’ discount of $657,691.56, and plus original 
issue premium of $52,942,734.25); subject to the terms of a bond purchase contract between the Port and the 
Underwriters. 

The Series 2017D Bonds are to be purchased from the Port at an aggregate purchase price of $108,549,411.33 
(the principal amount of the Series 2017D Bonds, less Underwriters’ discount of $162,256.02, and plus original 
issue premium of $15,481,667.35); subject to the terms of a bond purchase contract between the Port and the 
Underwriters. 

The bond purchase contract provides that the Underwriters will purchase all of the Series 2017 Bonds if any are 
purchased and that the obligation of the Underwriters to accept and pay for the Series 2017 Bonds is subject to 
certain terms and conditions set forth therein, including the approval by counsel of certain legal matters.  

The Underwriters and their respective affiliates are full service financial institutions engaged in various 
activities, which may include securities trading, commercial and investment banking, financial advisory, investment 
management, principal investment, hedging, financing and brokerage activities.  Certain of the Underwriters and 
their respective affiliates have, from time to time, performed, and may in the future perform, various investment 
banking services for the Port, for which they received or will receive customary fees and expenses. 

In the ordinary course of their various business activities, the Underwriters and their respective affiliates may make 
or hold a broad array of investments and actively trade debt and equity securities (or related derivative securities) 
and financial instruments (which may include bank loans and/or credit default swaps) for their own account and for 
the accounts of their customers and may at any time hold long and short positions in such securities and instruments.  
Such investment and securities activities may involve securities and instruments of the Port. 

The initial public offering prices or yields set forth on the inside cover page may be changed from time to time by 
the Underwriters without prior notice.  The Underwriters may offer and sell the Series 2017 Bonds to certain 
dealers, unit investment trusts or money market funds at prices lower than the public offering prices or at yields 
higher than the yields stated on the inside cover page. 

The Port will use a portion of the proceeds from this offering to redeem the Refunded Bonds.  To the extent an 
Underwriter or an affiliate thereof is an owner of Refunded Bonds, such Underwriter or affiliate, as applicable, 
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would receive a portion of the proceeds from the issuance of the Series 2017 Bonds contemplated herein in 
connection with such Refunded Bonds redeemed by the Port. 

Citigroup Global Markets Inc., one of the Underwriters of the Series 2017 Bonds, has informed the Port that it has 
entered into a retail distribution agreement with UBS Financial Services Inc. (“UBSFS”). Under this distribution 
agreement, Citigroup Global Markets Inc. may distribute municipal securities to retail investors through the 
financial advisor network of UBSFS. As part of this arrangement, Citigroup Global Markets Inc. may compensate 
UBSFS for its selling efforts with respect to the Series 2017 Bonds. 

Morgan Stanley & Co. LLC, one of the Underwriters of the Series 2017 Bonds, has entered into a retail distribution 
arrangement with its affiliate Morgan Stanley Smith Barney LLC. As part of this arrangement, Morgan Stanley & 
Co. LLC may distribute municipal securities to retail investors through the financial advisor network of Morgan 
Stanley Smith Barney LLC. As part of this arrangement, Morgan Stanley & Co. LLC may compensate Morgan 
Stanley Smith Barney LLC for its selling efforts with respect to the Series 2017 Bonds. 

J.P. Morgan Securities LLC (“JPMS”), one of the Underwriters of the Series 2017 Bonds, has entered into 
negotiated dealer agreements (each, a "Dealer Agreement") with each of Charles Schwab & Co., Inc. (“CS&Co.”) 
and LPL Financial LLC (“LPL”) for the retail distribution of certain securities offerings at the original issue prices.  
Pursuant to each Dealer Agreement, each of CS&Co. and LPL may purchase Series 2017 Bonds from JPMS at the 
original issue price less a negotiated portion of the selling concession applicable to any Series 2017 Bonds that such 
firm sells. 

Academy Securities, Inc., one of the Underwriters on the Series 2017 Bonds, has entered into Distribution 
Agreements with TD Ameritrade Inc., Stoever, Glass & Company Inc., BNY Mellon Capital Markets LLC, 
Commonwealth Financial Network, R. Seelaus & Co., Douglas & Co. Municipals, Inc., Ross, Sinclaire & 
Associates, Inc., W.H. Mell Associates, Inc., Intercoastal Capital Markets, Inc., and Janney Montgomery Scott LLC 
for the retail distribution of certain municipal securities at the original issue prices. Pursuant to these Distribution 
Agreements (if applicable to this transaction), Academy Securities may share a portion of its underwriting 
compensation with these firms. 

The Williams Capital Group, L.P., one of the Underwriters on the Series 2017 Bonds, has entered into a negotiated 
dealer agreement (“Dealer Agreement”) with TD Ameritrade for the retail distribution of certain securities offerings 
at the original issue prices. Pursuant to the Dealer Agreement, TD Ameritrade may purchase bonds from The 
Williams Capital Group, L.P.  at the original issue price less a negotiated portion of the selling concession applicable 
to any bonds that such firm sells. 

INDEPENDENT CONSULTANT 

The Report of the Independent Consultant, prepared by WJ Advisors LLC, has been included in this Official 
Statement with the consent of WJ Advisors LLC, the Independent Consultant, and in reliance upon the Independent 
Consultant’s expertise in airport and seaport matters. From time to time, WJ Advisors LLC and its subconsultants 
prepare studies and forecasts for the Port for use by the Port in its planning activities. 
 
As noted in the Report of the Independent Consultant, WJ Advisors LLC believes the underlying approach and 
assumptions utilized in its Report are reasonable. Any projection, however, is subject to uncertainties and inevitably 
some assumptions regarding future trends will not be realized and unanticipated events and circumstances may 
occur. Therefore, there are likely to be differences between the projected and actual results, and differences may be 
material. See Appendix C. The Report of the Independent Consultant should be read in its entirety. 
 

INDEPENDENT AUDITORS 

The Port’s financial statements for the Enterprise Fund and the Warehousemen’s Pension Trust Fund as of 
December 31, 2016 and 2015, and for the years ended December 31, 2016, 2015, and 2014, respectively, included 
herein as Appendix A, have been audited by Moss Adams LLP, independent auditors, as stated in its report 
appearing herein.  The audited financial statements of the Port of Seattle are public documents.  The Port of Seattle 
has not requested that Moss Adams LLP provide consent for inclusion of its audited financial statements in this 
Official Statement, and Moss Adams LLP has not performed, since the date of its report included herein, any 
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procedures on the financial statements addressed in that report.  Further, Moss Adams LLP has not participated in 
any way in the preparation or review of this Official Statement.  

The Seaport Alliance’s financial statements for the year ended December 31, 2016, included herein as Appendix B, 
have been audited by RSM US, LLP, independent auditors.  RSM US, LLP has not been engaged to perform, and 
has not performed, since the date of its report included herein, any procedures on the financial statements addressed 
in that report.  RSM US, LLP also has not performed any procedures relating to this Official Statement. 

In addition to the annual audit of its financial statements by its independent auditors, the Port also undergoes an 
annual accountability audit by the Office of the Washington State Auditor (“SAO”). The accountability audit 
reviews the Port’s uses of public resources, compliance with state laws and regulations, its policies and procedures, 
and internal controls over such matters.  On February 7, 2017, the SAO issued its report on the results of the 
accountability audit for the year ended December 31, 2016.  In its report, the SAO presented a finding challenging a 
$4.7 million special one-time payment the Port made to exempt employees in December 2015 as violating the 
Washington State Constitution.  It is unclear what steps the Port or others will take in response to a finding and 
whether there would be any financial or other consequences for the Port. 

MISCELLANEOUS 

The purpose of this Official Statement is to supply information to purchasers of the Series 2017 Bonds.  The 
summaries provided in this Official Statement and in the appendices attached hereto of the Series 2017 Bonds and 
the documents referred to herein do not purport to be comprehensive or definitive, and all references to the 
documents summarized are qualified in their entirety by reference to each such document.  All references to the 
Series 2017 Bonds are qualified in their entirety by reference to the forms thereof and the information with respect 
thereto included in the aforesaid documents.  Copies of the documents referred to herein are available for inspection 
during the period of the offering at the principal office of the Port. 

Statements in this Official Statement, including matters of opinion, projections and forecasts, whether or not 
expressly so stated, are intended as such and not as representations of fact.  This Official Statement is not to be 
construed as a contract or agreement between the Port and the purchasers of the Series 2017 Bonds. 

PORT OF SEATTLE 
 
 
By   /s/ Daniel R. Thomas   

Chief Financial Officer 
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REPORT OF INDEPENDENT AUDITORS 
 

To the Port Commission 

Port of Seattle 

Seattle, Washington 

 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Enterprise Fund and the 

Warehousemen’s Pension Trust Fund of the Port of Seattle (the “Port”) as of December 31, 2016 and 

2015 and for the years ended December 31, 2016, 2015 and 2014, and the related notes to the financial 

statements, which collectively comprise the Port’s financial statements as listed in the table of contents. 

 

Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 

accordance with accounting principles generally accepted in the United States of America; this includes 

the design, implementation, and maintenance of internal control relevant to the preparation and fair 

presentation of financial statements that are free from material misstatement, whether due to fraud 

or error. 

 

Auditor’s Responsibility 
 
Our responsibility is to express opinions on these financial statements based on our audit. We conducted 

our audit in accordance with auditing standards generally accepted in the United States of America. 

Those standards require that we plan and perform the audit to obtain reasonable assurance about 

whether the financial statements are free from material misstatement. 

 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 

the financial statements. We did not audit the financial statements of the Northwest Seaport Alliance, a 

joint venture, which reflects total assets of $65,059,000 and total revenue of $61,583,771 for the year 

ended December 31, 2016. Those statements were audited by other auditors, whose report has been 

furnished to us, and in our opinion insofar as it relates to the amounts as included for the Port, is based 

solely on the report of other auditors.  The procedures selected depend on the auditor’s judgment, 

including the assessment of the risks of material misstatement of the financial statements, whether due 

to fraud or error. In making those risk assessments, the auditor considers internal control relevant to 

the entity’s preparation and fair presentation of the financial statements in order to design audit 

procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion 

on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit 

also includes evaluating the appropriateness of accounting policies used and the reasonableness of 

significant accounting estimates made by management, as well as evaluating the overall presentation of 

the financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 

our audit opinions. 

 
Opinions 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 

respective financial position of the Enterprise Fund and the Warehousemen’s Pension Trust Fund of the 

Port of Seattle as of December 31, 2016 and 2015, and the changes in net position and cash flows for the 

Enterprise Fund, and the changes in fiduciary net position for the Warehousemen’s Pension Trust Fund 

for the years ended December 31, 2016, 2015 and 2014 in accordance with accounting principles 

generally accepted in the United States of America. 

 

Other Matters 
 
Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that management’s 

discussion and analysis and the schedules of proportionate share of the net pension liability and 

contributions 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 financial statements in an 

appropriate operational, economic, or historical context. We have applied certain limited procedures to 

the required supplementary information in accordance with auditing standards generally accepted in 

the United States of America, which consisted of inquiries of management about the methods of 

preparing the information and comparing the information for consistency with management’s responses 

to our inquiries, the basic financial statements, and other knowledge we obtained during our 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. 

Other Information 

Our audit was conducted for the purpose of forming an opinion on the basic financial statements as a 

whole. The introductory and statistical sections are presented for purposes of additional analysis and 

are not a required part of the basic financial statements. The introductory and statistical sections have 

not been subjected to the auditing procedures applied in the audit of the basic financial statements and, 

accordingly, we express no opinion on them. 

 

 
Seattle, Washington 

April 24, 2017 
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PORT OF SEATTLE 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE YEAR ENDED DECEMBER 31, 2016 

INTRODUCTION 

The following Management’s Discussion and Analysis (“MD&A”) of the Port of Seattle’s (the “Port”) activities 
and financial performance provides an introduction to the financial statements of the Port for the fiscal year 
ended December 31, 2016, including the Port operations within the Enterprise Fund and the Warehousemen’s 
Pension Trust Fund, with selected comparative information for the years ended December 31, 2016 and 2015.  

The Enterprise Fund accounts for all activities and operations of the Port except for the activities included 
within the Warehousemen’s Pension Trust Fund. This includes the Port’s major business activities, which are 
comprised of the Aviation, Maritime, and Economic Development Divisions. Enterprise Funds are used to 
account for operations and activities that are financed at least in part by fees or charges to external users. The 
Warehousemen’s Pension Trust Fund accounts for the assets of the employee benefit plan held by the Port in a 
trustee capacity. The Port became the sole administrator for the Warehousemen’s Pension Plan and Trust 
effective May 25, 2004.  

The MD&A presents certain required supplementary information (“RSI”) regarding capital assets and long-
term debt activity during the year, including commitments made for capital expenditures. The information 
contained in this MD&A has been prepared by management and should be considered in conjunction with the 
financial statements and the notes thereto, which follow this section. The notes are essential to thoroughly 
understand the data contained in the financial statements. 

OVERVIEW OF THE FINANCIAL STATEMENTS 

The financial section of this annual report consists of four parts: MD&A, the basic financial statements, the 
notes to the financial statements, and the RSI. The report includes the following three basic financial 
statements for the Port Enterprise Fund: the Statement of Net Position, the Statement of Revenues, Expenses, 
and Changes in Net Position, and the Statement of Cash Flows. The report also includes the following two 
basic financial statements for the Warehousemen’s Pension Trust Fund: Statement of Fiduciary Net Position 
and Statement of Changes in Fiduciary Net Position. 

LOCAL ECONOMIC FACTORS 

Washington’s economy is expanding at a solid pace. The unemployment rate remained at an average of 5.7% 
in 2016 from 2015. During 2016, jobs in both private sector and government increased 2.6% and 2.5%, 
respectively. The Seattle metropolitan area added about 52,500 jobs in 2016 from 2015. Approximately 39,500 
of the new jobs added in 2016 were in the information technology, education, health services, leisure and 
hospitality, government, and construction job markets.  

The Port’s 2016 performance reflected the recovery of the local economy. At the Airport, 45.7 million 
passengers passed through in 2016, an increase of 8% from 2015 and exceeded the all-time record for the 
sixth consecutive year. For the Maritime Division, the 2016 cruise season hosted 203 vessel calls and 984,000 
passengers, an increase of 9.5% in passengers from 2015. Grain volumes totaled 4.4 million metric tons, an 
increase of 16.2% from 2015. For the Economic Development Division, occupancy levels at commercial 
properties were at 95% in 2016, slightly higher compared to a broader Seattle market average occupancy of 
approximately 93%. 
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THE NORTHWEST SEAPORT ALLIANCE  

The ports of Seattle and Tacoma (“the home ports”) joined forces in August 2015 to unify management of 
marine cargo facilities and business to strengthen the Puget Sound gateway and attract more marine cargo 
and jobs to the region by creating The Northwest Seaport Alliance (“NWSA”). The NWSA is a separate 
governmental entity established as a Port Development Authority, similar to Public Development Authorities 
formed by cities and counties.  

Each Port Commission is a Managing Member of the NWSA. Each home port will remain a separate legal 
entity, independently governed by its own elected commissioners. Each home port has granted the NWSA a 
license for the NWSA’s exclusive use, operation and management of certain facilities, including the collection 
of revenues. Ownership of the licensed facilities remains with the home ports, not with the NWSA. The NWSA 
is intended to support the credit profiles of both home ports, and its financial framework will preserve both 
home ports’ commitment to financial strength and fiscal stewardship. The home ports are committed to 
ensure existing bond pledges and covenants will not be negatively affected. Outstanding bonds will remain 
obligations of each individual home port. To maintain the rights of each home port’s existing bondholders, the 
charter prohibits the NWSA from issuing debt. The home ports set up an initial 50/50 investment in the NWSA. 
NWSA’s operating cash flows back to the home ports on a monthly basis. The NWSA has its own annual 
operating budget and five-year capital investment plan. The home ports contribute to capital construction 
projects subject to Managing Member approval. Capital funding does not come from working capital.  

On January 1, 2016, the NWSA became a separate legal entity to be accounted for as a joint venture. 
Accordingly, the Port transferred $12.9 million in cash with the related assets and liabilities, primarily lease 
securities and customer advances, to the NWSA as the opening balance for the formation of the new entity. 
Additionally, the Port transferred $39.0 million of cash (consisting of working capital, and capital 
construction funds) and $7.9 million of construction work in progress to the NWSA for its 50% share in the 
entity. The reduction of cash and construction work in progress was offset by an increase in the investment in 
joint venture reflected as a noncurrent asset in the Port’s Statement of Net Position as of January 1, 2016. The 
Port’s operating revenues in 2016 included 50% of the NWSA’s changes in net position in 2016. 

Additional information on the joint venture can be found in Note 13 in the accompanying notes to the 
financial statements. 

ENTERPRISE FUND 

Financial Position Summary 

The Statement of Net Position presents the financial position of the Enterprise Fund of the Port at the end of 
the fiscal year. The statement includes all assets, deferred outflows of resources, liabilities, and deferred 
inflows of resources of the Enterprise Fund. Net position, the difference between total assets plus deferred 
outflows of resources and total liabilities plus deferred inflows of resources, is an indicator of the current 
fiscal health of the organization and the enterprise’s financial position over time.  
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A summarized comparison of the Enterprise Fund assets, deferred outflows of resources, liabilities, deferred 
inflows of resources, and net position at December 31 is as follows (in thousands): 

2016 2015 2014
(Restated)

ASSETS:
  Current, long-term, and other assets 1,199,739$   1,351,677$   1,032,463$   
  Capital assets 5,505,951     5,508,198     5,501,400     
           Total assets 6,705,690$   6,859,875$   6,533,863$   

                                                                  
DEFERRED OUTFLOWS OF RESOURCES 35,225$         30,633$         29,142$         

LIABILITIES:
  Current liabilities 384,385$       379,856$       334,375$       
  Noncurrent liabilities 3,188,953     3,374,583     3,102,698     
           Total liabilities 3,573,338$   3,754,439$   3,437,073$   

DEFERRED INFLOWS OF RESOURCES 19,230$         29,153$         39,008$         

NET POSITION:
  Net investment in capital assets 2,591,049$   2,474,130$   2,424,133$   
  Restricted 343,175         318,691         252,005         
  Unrestricted 214,123         314,095         410,786         
           Total net position 3,148,347$   3,106,916$   3,086,924$   

 

Assets plus deferred outflows of resources exceeded liabilities plus deferred inflows of resources by $3.1 
billion as of December 31, 2016 and 2015. Total net position increased $41.4 million from 2015 to 2016 and 
$20.0 million from 2014 to 2015, respectively.  

In 2015, the Port adopted GASB Statement No. 68, Accounting and Financial Reporting for Pensions, and 
Statement No. 71, Pension Transition for Contributions Made Subsequent to the Measurement Date. The Port 
adopted both statements retroactively by restating the financial statements, for all periods presented, to 
account for the multiple-employer cost-sharing plans that the Port participates in the Washington State 
Retirement System and the Warehousemen’s Pension Plan. The new accounting standards require 
governments providing defined benefit pensions to recognize their long-term obligation for pension benefits 
as a net pension liability, and to more comprehensively and comparably measure the annual costs of pension 
benefits instead of reporting pension expense based on cash contributions paid to the plans. As a result, 
operating revenues, operating expenses, and nonoperating income—net for 2014 were restated and reduced 
by $0.4 million, $3.0 million, and $0.8 million, respectively. Further discussion of the impact of the adoption of 
these new accounting standards can be found in Note 1, Note 8, and Note 15 in the accompanying notes to the 
financial statements and the related RSI.  

For each year presented, the largest portion of the Enterprise Fund’s net position represents its net 
investment in capital assets. The Port uses these capital assets to provide services to its tenants, passengers, 
and customers of the Aviation, Maritime and Economic Development Divisions; consequently, these assets are 
not available for future spending. Although the Port’s net investment in capital assets is reported net of 
related debt, it is noted that the resources required to repay this debt must be provided annually from 
operations, since the capital assets themselves cannot be used to liquidate liabilities. From 2015 to 2016 and 
2014 to 2015, there was an increase of $116.9 million and $50.0 million, respectively, in net investment in 
capital assets. Total capital assets, net of accumulated depreciation, including construction work in progress 
remained relatively constant between years. The changes in this category from 2015 to 2016 were largely due 
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to scheduled and early principal payments of debt made in 2016. The issuance of 2015 Intermediate Lien 
Revenue and Refunding Bonds, along with an increase in deferred inflows of resources resulting from the 
refunding debt transaction primarily accounted for the changes in this category from 2014 to 2015. 

As of December 31, 2016 and 2015, the restricted net position of $343.2 million and $318.7 million, 
respectively, was comprised mainly of unspent revenue bond proceeds restricted for debt service reserves in 
accordance with bond covenants, airport Passenger Facility Charges (“PFC”) subject to Federal regulations, 
and rental car Customer Facility Charges (“CFC”) subject to State regulations. From 2015 to 2016 and from 
2014 to 2015, there was an increase of $24.5 million and $66.7 million, respectively, in this category. The 
increase in restricted net position from prior year was primarily due to an increase in PFCs from enplanement 
growth in conjunction with the timing of PFC related expenditures. This increase was offset by a decrease in 
restricted debt service reserves associated with interest payments made starting in 2016 from the capitalized 
interest fund of 2015 Intermediate Lien Revenue and Refunding Bonds. The increase from 2014 to 2015 was 
primarily due to higher PFCs resulting from growth in enplanements in conjunction with the timing of PFC and 
CFC related expenditures, as well as the addition of restricted debt service reserves associated with the 
issuance of the 2015 Intermediate Lien Revenue and Refunding Bonds. 

As of December 31, 2016, the unrestricted net position was $214.1 million, a decrease of $100.0 million from 
$314.1 million in 2015. The decrease was largely attributable to the $147.7 million payment made by the Port 
as a special item in 2016 for the State Route 99 (“SR 99”) Alaskan Way Viaduct Replacement Program. 
Resources from the unrestricted net position may be used to satisfy the Port’s ongoing obligations. However, 
amounts from Airport operations must be used solely for the Aviation Division’s ongoing obligations due to 
federal regulations. Cash and cash equivalents, and investment balances related to Airport operations 
decreased from 2015 to 2016 from $305.4 million to $297.9 million, respectively, primarily due to the timing 
of capital project spending during the year. The increase from 2014 to 2015 from $256.2 million to $305.4 
million, respectively, was largely attributed to the favorable operating performance of the Airport from 
enplanement growth in 2015.  

Statement of Revenues, Expenses, and Changes in Net Position 

The change in net position is an indicator of whether the overall fiscal condition of the Enterprise Fund has 
improved or worsened during the year. Following is a summary of the Statement of Revenues, Expenses, and 
Changes in Net Position (in thousands) for the years ended December 31: 

2016 2015 2014
(Restated)

Operating revenues 598,467$       558,933$       534,489$       
Operating expenses 325,285         317,806         306,300         
Operating income before depreciation 273,182         241,127         228,189         
Depreciation 164,336         163,338         166,337         
Operating income 108,846         77,789           61,852           
Nonoperating income—net 62,177           39,399           52,611           
Capital contributions 18,108           22,804           16,746           
Special item—SR 99 Viaduct expense (147,700)       (120,000)                             
Increase in net position 41,431           19,992           131,209         
Net position—beginning of year, as restated (Note 1) 3,106,916     3,086,924     2,955,715     
Net position—end of year 3,148,347$   3,106,916$   3,086,924$   
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Financial Operation Highlights 

A summary of operating revenues is as follows (in thousands):  

2016 2015 2014
(Restated)

OPERATING REVENUES:
  Services 231,326$       212,612$       195,364$       
  Property rentals 291,874         332,696         325,219         
  Customer facility charge revenues 12,121           12,663           13,608           
  Operating grants and contract revenues 1,562              962                 298                 
  Joint venture income 61,584                                                       
           Total operating revenues 598,467$       558,933$       534,489$       

 

During 2016, operating revenues increased 7.1% from $558.9 million in 2015 to $598.5 million in 2016. 
Aviation Division operating revenues increased $42.4 million largely due to growth in non-aeronautical 
revenues of $24.2 million and aeronautical revenues of $18.2 million. Aeronautical revenues are based on cost 
recovery and the increase in aeronautical revenues of $26.2 million was primarily due to cost recovery on new 
assets placed in service and higher operating expenses to support increased airline activity. This was partially 
offset by higher revenue sharing in 2016 of $7.9 million under the terms of the airline lease agreement. The 
growth in non-aeronautical revenues was due to strong performance and increases in (1) Public Parking of 
$6.5 million, (2) Airport Dining and Retail of $4.7 million, (3) Ground Transportation of $4.0 million, (4) Rental 
Cars of $2.7 million, and (5) Commercial Properties of $2.0 million. All increases were driven by higher 
passenger volumes. Aviation experienced passenger growth of 8% making the Airport the ninth busiest 
airport in North America for 2016 based on passenger volume compared to 13th place in 2015. Maritime 
Division operating revenues increased $3.5 million due to revenue increases in all operations including (1) 
higher Grain Terminal volumes, (2) Fishing and Operations revenue growth of 8% driven by rate increases and 
expanded utilization of moorage and Port assets, (3) Cruise with more sailings due to higher passenger 
volumes of 9.5% over 2015, and (4) Recreational Boating from rate increases. Starting January 1, 2016, the 
NWSA became a separate legal entity to be accounted for as a joint venture. As such, operating revenues in 
2016 no longer included revenues from the cargo terminals for container operations and industrial properties 
but instead included $61.6 million, 50% of the NWSA’s changes in net position in 2016. Economic 
Development Division operating revenues decreased by $2.3 million from prior year primarily due to lower 
Conference and Event Center revenues impacted by construction related to Pier 66 cruise terminal expansion.  

During 2015, operating revenues increased 4.6% from $534.5 million in 2014 to $558.9 million in 2015. 
Aviation Division operating revenues increased $17.2 million largely due to growth in non-aeronautical 
revenues of $16.4 million. This was driven by increased passenger volumes with strong performance in (1) 
Public Parking reflecting an increase of $5.9 million, (2) Airport Dining and Retail concessions with an 
increase of $4.7 million, and (3) Commercial Properties with an increase of $1.3 million. Aeronautical 
revenues were relatively flat compared to 2014 due to a $12.4 million increase in airline revenue sharing 
which essentially offset an increase in aeronautical cost recovery revenue driven by new assets placed in 
service and higher operating expenses to support increased airline activity. Maritime Division operating 
revenues increased $3.5 million due to (1) a $1.4 million increase in Cruise revenues from higher passenger 
volumes and rate increases, and (2) a $0.9 million increase in Grain Terminal revenues from higher volumes 
and increased contract rates. Container revenues decreased slightly from 2014 despite of an increase in 
volume. While Container revenues from Terminal 46 increased by $1.2 million from higher lift volumes 
exceeding the minimum annual guarantee, this increase was offset by lower Container revenues of $1.2 
million from the limited interim use of Terminal 5 following the closure of the terminal for redevelopment and 
the Eagle Marine lease cancellation in 2014. Shilshole Bay Marina and Fishermen’s Terminal revenues 
increased due to higher moorage occupancy and rates while Fishermen’s Terminal benefitted from an early 
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termination lump sum payment from an office tenant. Starting January 1, 2015, the Port established its 
Stormwater Utility for Port-owned properties located within the City of Seattle. As a result, $2.8 million of 
Surface Water Utility fees were paid directly by the tenants to the Stormwater Utility in 2015. In 2014 and 
prior years, they were reported as Maritime and Economic Development Divisions operating revenues. 
Economic Development Division operating revenues increased by $1.9 million primarily due to Conference and 
Event Center revenue increases of $1.4 million from strong sales and a vibrant regional economy. Commercial 
Properties revenue increased due to increased activity at the Bell Street Garage and increased rent at Harbor 
Marina Corporate Center, World Trade Center West, and Bell Street Retail.  

A summary of operating expenses is as follows (in thousands):  

2016 2015 2014
(Restated)

OPERATING EXPENSES:
  Operations and maintenance 237,964$       234,017$       228,292$       
  Administration 63,456           60,225           56,711           
  Law enforcement 23,865           23,564           21,297           
           Total operating expenses 325,285$       317,806$       306,300$       

 

During 2016, operating expenses increased from $317.8 million in 2015 to $325.3 million in 2016. Aviation 
Division operating expenses increased $23.1 million due to (1) targeted spending to support increased 
passenger volumes including security checkpoint queue management contractor costs of $2.2 million, (2) 
increased janitorial services of $2.5 million, (3) higher payroll costs of $2.6 million, and (4) outside service 
costs related to the Burien’s Northeast Redevelopment Area (“NERA”) 3 grant spending of $1.1 million. In 
addition, there was an increase in corporate and other division allocations of $10.0 million of which the 
largest related to (1) Central Procurement and Project Management departments costs of $4.0 million for 
process improvement, and (2) Police from increased payroll costs, uniform and protective equipment costs, 
worker’s compensation and litigated expenses. Maritime Division operating expenses increased $6.8 million 
from 2015 in direct and allocated expenses. This increase was driven by increases in Police and corporate 
allocations resulting from a change in methodology with the creation of the NWSA comprised of cargo 
terminals and industrial properties which are no longer part of Maritime Division in 2016. Maritime operating 
expenses also increased due to (1) higher utility expenses where the largest amount related to surface water, 
and (2) mitigation costs tied to the Pier 66 cruise terminal expansion. Economic Development Division 
operating expenses increased $1.9 million primarily due to (1) $2.1 million higher corporate allocations, (2) a 
reduction of contingent liability of $1.4 million from favorable determinations of lawsuits brought forth by 
adjacent property owners of the Eastside Rail Corridor (the “Corridor”) recognized in 2015, and (3) a $0.3 
million increase in consulting services for property appraisals and evaluations along with new Economic 
Development Partnership Programs started in mid-2016. This Partnership Program was developed to support 
economic development activities in 31 cities in King County and the local community. These increases were 
offset by (1) a decrease of $1.6 million in expenses due to lower sales activity in the Conference and Event 
Center resulting from Pier 66 cruise terminal expansion, and (2) $0.5 million lower maintenance expenses due 
to less work charged to Bell Harbor International Conference Center and World Trade Center. 

During 2015, operating expenses increased from $306.3 million in 2014 to $317.8 million in 2015. In 2015, the 
Port recognized a one-time lump sum payroll expense of $4.9 million paid to exempt employees for 
transitioning the workforce to a 40-hour work week. Aviation Division operating expenses increased $10.0 
million primarily due to higher payroll expenses of $4.9 million, outside services expenses of $3.7 million, 
environmental expenses of $2.3 million, and divisional allocations of $1.9 million. These increases were offset 
by lower capital to expense charges of $3.1 million compared to 2014. Maritime Division operating expenses 
increased $1.9 million primarily due to a feasibility study, outside legal expenses, and increased security costs 
at Terminal 5. Additionally, maintenance expenses increased at Terminal 5 and Terminal 46 primarily due to 
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Storm Water Pollution plans, replacement and installation of a sewer lift station, maintenance of fire service 
systems, as well as annual inspections and repairs of the fire hydrants. Container expenses increased due to 
corporate charges for the formation of the NWSA and the configurations for interim use of Terminal 5. 
Economic Development Division operating expenses decreased by $4.2 million, largely due to a reduction of 
contingent liability of $1.4 million from favorable determinations of lawsuits brought forth by adjacent 
property owners of the Corridor. In addition, operating expenses decreased due to a higher proportion of 
tenant improvements qualifying for capitalization. These decreases were slightly offset by increased expenses 
due to higher volume of activities in the Conference and Event Centers. 

As a result of the above, operating income before depreciation increased $32.1 million from 2015 to 2016, 
compared to a $12.9 million increase from 2014 to 2015. Depreciation expense increased by $1.0 million from 
2015 to 2016 and decreased $3.0 million from 2014 to 2015.  

A summary of nonoperating income (expense)—net, capital contributions, and special item are as follows (in 
thousands): 

2016 2015 2014
(Restated)

NONOPERATING INCOME (EXPENSE):
  Ad valorem tax levy revenues 71,678$         72,819$         72,801$         
  Passenger facility charge revenues 85,570           79,209           69,803           
  Customer facility charge revenues 24,715           23,540           19,889           
  Noncapital grants and donations 6,284              5,358              10,159           
  Fuel hydrant facility revenues 6,992              6,957              6,935              
  Investment income—net 8,448              9,122              11,202           
  Revenue and capital appreciation bonds interest expense (105,567)       (110,128)       (108,910)       
  Passenger facility charge revenue bonds interest expense (5,251)            (5,584)            (5,906)            
  General obligation bonds interest expense (9,765)            (10,490)          (9,475)            
  Public expense (8,560)            (5,023)            (6,854)            
  Environmental expense—net (280)                (2,888)            (9,142)            
  Other (expense) income—net (12,087)          (23,493)          2,109              
           Total nonoperating income—net 62,177$         39,399$         52,611$         

CAPITAL CONTRIBUTIONS 18,108$         22,804$         16,746$         
SPECIAL ITEM—SR 99 Viaduct expense (147,700)       (120,000)       

 

During 2016, nonoperating income—net was $62.2 million, a $22.8 million increase from 2015 nonoperating 
income—net. The increase was largely due to a decrease in losses from the retirement of panel replacements 
on the Center Runway of $8.6 million and loss on sale of property to the City of SeaTac for $13.3 million in the 
Aviation Division in 2015 compared to 2016 activity of which the largest retirement related to a Heating, 
Ventilation and Air Conditioning (“HVAC”) system retirement in Concourse A of $1.2 million. Additionally, an 
increase in passenger enplanements in 2016 from 2015 contributed to an increase in PFC revenues in 2016. 
The Economic Development Division had a loss on the sale of the Eastside Rail Corridor assets of $4.6 million 
and additional retirements of Odyssey Museum tenant improvements of $1.4 million with the expansion of the 
cruise terminal and event center facilities at Pier 66. Larger expenditures in public expense in 2016 included a 
$2.1 million second and final contribution to King County’s South Park Bridge and a $1.3 million installment 
payment relating to environmental work and design of a third eastbound lane on State Route SR18. 

During 2015, nonoperating income—net was $39.4 million, a $13.2 million decrease from 2014. This was 
largely due to (1) an $8.6 million loss on retirement of Aviation capital assets resulting from panel 
replacements for the Center Runway, (2) a $13.3 million loss on sale of property to the City of SeaTac for use 
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in its Connecting 28th/24th Avenue South Project, (3) a $10.8 million settlement from a bankruptcy claim 
against an asbestos insulation manufacturer received in 2014, and (4) decreases in noncapital grants and 
donations from Department of Ecology grant activity in 2015. This was offset by a decrease in environmental 
expense in Terminal 30 and Terminal 117 in 2015, and an increase in PFC revenues in 2015 due to increased 
enplanements. 

During 2016, capital contributions decreased $4.7 primarily due to lower grant revenues from the Airport 
Improvement Program specifically related to the Third Runway embankment work for $6.1 million including 
stream relocation, drainage, fill and erosion protection that prepared the site for pavement. This decrease was 
partially offset by a slight increase in grant reimbursements related to the Center Runway construction in 
2016 and 2015 of $16.4 million and $15.1 million, respectively. 

During 2015, capital contributions increased $6.1 million primarily due to increase in grant revenues from 
Airport Improvement Program reimbursements for Center Runway construction.  

The Port recorded its payments made to the Washington State Department of Transportation (“WSDOT”) for 
the SR 99 Alaskan Way Viaduct Replacement Program as special items in 2015 and 2016. The first payment of 
$120.0 million made in 2015 was in accordance with the funding agreement entered into with WSDOT for the 
State’s eligible construction costs incurred on the Tunnel Design Build Project. The Port made the remaining 
$147.7 million payments to WSDOT in 2016. The SR 99 Alaskan Way Viaduct Replacement Program will 
improve movement of freight and other traffic on the west corridors of the Seattle transportation system 
between the Duwamish and Ballard-Interbay neighborhoods, including easy access to the Port’s cargo, 
recreational boating, commercial fishing, cruise facilities and the Airport.  

Increase in net position for 2016 and 2015 was $41.4 million and $20.0 million, respectively. The $21.4 million 
increase between the two years was primarily due to increased net operating income and nonoperating 
income–net, slightly offset by the $27.7 million increase in the payment made to WSDOT relating to the SR 99 
Alaskan Way Viaduct Replacement Program.  

WAREHOUSEMEN’S PENSION TRUST FUND 

The Warehousemen’s Pension Trust Fund accounts for the assets of the employee benefit plan held by the Port 
in a trustee capacity. Effective May 25, 2004, the Port became the sole administrator of the Warehousemen’s 
Pension Plan and Trust (the “Plan”). This plan was originally established to provide pension benefits for the 
employees at the Port’s warehousing operations at Terminal 106. In late 2002, the Port terminated all 
warehousing operations following the departure of the principal customer who operated the facility. The Plan 
provides that only service credited and compensation earned prior to April 1, 2004 shall be utilized to 
calculate benefits under the Plan, and the Port agrees to maintain the frozen Plan and to contribute funds to 
the Plan in such amounts that may be necessary to enable the Plan to pay vested accrued benefits as they 
become due and payable to participants and beneficiaries of the Plan.  

21

A-10



A summarized comparison of the assets, liabilities, and fiduciary net position of the Warehousemen’s Pension 
Trust Fund as of December 31, and changes in fiduciary net position for the years ended December 31 is as 
follows (in thousands): 

  2016 2015 2014

Total assets 9,066$           9,191$           9,988$           
Total liabilities                                                                   
Total fiduciary net position 9,066$           9,191$           9,988$           

Total additions 2,054$           1,384$           1,908$           
Total deductions (2,179)            (2,182)            (2,202)            
Decrease in fiduciary net position (125)                (798)                (294)                
Fiduciary net position—beginning of year 9,186              9,984              10,278           
Fiduciary net position—end of year 9,061$           9,186$           9,984$           

 

Total fiduciary net position as of December 31, 2016 remained relatively unchanged compared to 2015.  

Total fiduciary net position as of December 31, 2015 decreased by $0.8 million from December 31, 2014 
mainly due to a decline in the fair value of investments. 

Additional information on the Port’s Warehousemen’s Pension Trust Fund can be found in Note 15 in the 
accompanying notes to the financial statements. 

CAPITAL ASSETS 

The Port’s capital assets as of December 31, 2016, amounted to $5.5 billion (net of accumulated depreciation). 
This investment in capital assets includes land, air rights, facilities and improvements, equipment, furniture 
and fixtures, and construction work in progress. The Port’s investment in capital assets after accumulated 
depreciation remained relatively constant between years.  

In 2016, the Port’s expenditures for capital construction projects totaled $184.7 million of which $160.5 
million, $12.9 million, and $4.7 million related to Aviation Division, Maritime Division, and Economic 
Development Division, respectively. Major Aviation projects included $41.6 million related to design and 
construction of the new International Arrivals Facility, $28.3 million related to the North Satellite expansion 
and renovation, $11.2 million related to the Delta Sky Club expansion, and $10.7 million related to 
reconstruction of the Center Runway. The most significant Maritime and Economic Development project 
spending related to $1.5 million in Terminal 91 upgrades and $2.8 million in Terminal 102 roof and HVAC 
replacement, respectively. 

During 2016, capital construction projects totaling $87.3 million were completed and placed in service as 
capital assets. The most significant completed projects were in the Aviation Division relating to the 
reconstruction of Center Runway for $11.6 million and the Delta Sky Club expansion for $11.6 million. 

During 2016, the Port collected $71.8 million in property taxes through a King County ad valorem tax levy. The 
Port funds its capital assets from multiple sources, including but not limited to operating income, ad valorem 
tax levy, PFCs, Federal and State grants, and bond proceeds. All capital assets are accounted for within the 
Enterprise Fund.  

The Port achieved its goal in preserving the 42-mile Corridor for public ownership. In January 2015, the Port 
received a cash payment of $13.2 million from King County for the total outstanding balance including 
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accrued interest related to the Purchase and Sale Agreement entered in 2013 for a portion of the Southern 
Segment and an easement over portions of the Freight Segment of the Corridor. In November 2015, the Port 
received a cash payment of $1.1 million from City of Woodinville related to the Purchase and Sale Agreement 
entered in 2014 for a portion of the Freight Segment (within Woodinville Corporate Limits and Bothell 
Corporate Limits) of the Corridor. No gain or loss was recorded on either transaction. In March 2016, the Port 
completed the sale of the remaining portions of the Corridor and any improvements located in Snohomish 
County, including the Snohomish River Bridge to Snohomish County for $3.5 million. The Port recorded a loss 
on the sale of these capital assets of $4.6 million in 2016. 

In January 2015, the Port agreed to sell three cranes and the related spare parts to SSA Terminals, LLC and 
SSA Containers, Inc., the current tenant at Terminal 18. The Port estimates a loss of $1.1 million will be 
reported on the sale of these capital assets in 2017, along with the Port’s 50% share of the associated sales 
tax. 

Additional information on the Port’s capital assets can be found in Note 3 in the accompanying notes to the 
financial statements. 

DEBT ADMINISTRATION 

As of December 31, 2016, the Port had outstanding revenue bonds and commercial paper of $2.5 billion, a 
$172.4 million decrease from 2015 due to scheduled principal payments, early extinguishment of debt, and the 
refunding of existing revenue bonds.  

In 2016, the Port issued $150.1 million in Series 2016ABC First Lien Revenue Refunding Bonds to partially 
refund the outstanding Series 2007A First Lien Revenue Bonds, to fully refund the outstanding Series 2007B 
First Lien Revenue Bonds, pay the costs of issuing the bonds, and to contribute to the First Lien Common 
Reserve Fund. Also in 2016, the Port issued $99.1 million in Series 2016 Intermediate Lien Revenue Refunding 
Bonds to fully refund the outstanding Series 2006 Intermediate Lien Revenue Refunding Bonds, and to pay the 
costs of issuing the bonds. 

As of December 31, 2016, the Port had outstanding General Obligation (“GO”) bonds of $283.6 million, a $21.9 
million decrease from 2015 due to scheduled principal payments. 

As of December 31, 2016, the Port had outstanding PFC Revenue bonds of $110.8 million, a $12.5 million 
decrease from 2015 due to a scheduled principal payment. 

As of December 31, 2016, the Port had outstanding Fuel Hydrant Special Facility Revenue bonds of $79.5 
million, a $3.2 million decrease from 2015 due to a scheduled principal payment.  

Since May 2003, the fuel facilities have been leased to SeaTac Fuel Facilities LLC (“Lessee”) for 40 years 
(including two five-year option periods). The Port owns the fuel system and the Lessee is obligated to collect 
the fuel system fees and to make monthly rent payments, which include a base rent for the land to the Port 
and facilities rent to Wells Fargo Bank Northwest, National Association (“Trustee”). Facilities rent is 
established at an amount sufficient to pay semiannual debt service, replenish any deficiency in the debt 
service reserve fund, and pay other fees associated with the bonds, including the Trustee fee. No ad valorem 
tax levy revenues or other revenues of the Port (other than fuel facilities lease revenues) are pledged to pay 
the debt service on the Fuel Hydrant Special Facility Revenue Bonds. 
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Below are the underlying Port credit ratings as of December 31, 2016. Certain Port bonds include bond 
insurance or bank letters of credit, and as such, those bonds may assume the credit rating of the associated 
bond insurer or letter of credit provider. 

Fitch Moody’s S&P

General obligation bonds AAA Aa1 AAA 
First lien revenue bonds AA Aa2 AA-
Intermediate lien revenue bonds A+ A1 A+ 
Subordinate lien revenue bonds A A2 A+ 
Passenger facility charge revenue bonds A A1 A+ 
Fuel hydrant special facility revenue bonds A2 A-   

In January 2017, Fitch changed most of the Port’s credit ratings based on their criteria revision. Fitch 
downgraded its ratings of the Port’s GO bonds from AAA to AA-, upgraded its ratings of the Port’s Intermediate 
Revenue bonds from A+ to AA-, upgraded its ratings of the Port’s Subordinate Lien Revenue bonds from A to 
AA-, and upgraded its ratings of the Port’s PFC Revenue bonds from A to A+. Also, in January 2017, Moody’s 
upgraded its ratings of the Port’s GO bonds from Aa1 to Aaa. 

In March 2017, the Port issued $127.3 million in Series 2017 Limited Tax GO Bonds, which were used to 
reimburse the Port and provide long-term funding for the Port’s final 2016 contractual payments, totaling 
$147.7 million, to WSDOT for the SR 99 Alaskan Way Viaduct Replacement Program, and pay the costs of 
issuing the bonds.  

Additional information on the Port’s debt and conduit debt activities can be found in Note 5 and Note 6, 
respectively, in the accompanying notes to the financial statements. 
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PORT OF SEATTLE — ENTERPRISE FUND
STATEMENT OF NET POSITION 
AS OF DECEMBER 31, 2016 AND 2015
(In thousands)

2016 2015

ASSETS AND DEFERRED OUTFLOWS OF RESOURCES
CURRENT ASSETS:
  Cash and cash equivalents 51,453$         9,965$           
  Restricted cash and cash equivalents:

  Bond funds and other 40,009           6,294              
  Fuel hydrant assets held in trust 3,633              3,499              

  Short-term investments 237,050         209,229         
  Restricted short-term investments: Bond funds and other 191,508         145,416         
  Accounts receivable, less allowance for doubtful accounts of $858 and $218 43,898           42,794           
  Related party receivable—joint venture 10,527           
  Grants-in-aid receivable 8,353              10,688           
  Taxes receivable 1,314              1,393              
  Materials and supplies 6,585              6,883              
  Prepayments and other current assets 7,960              8,223              
           Total current assets 602,290         444,384         

NONCURRENT ASSETS:
  Long-term investments 283,559         515,047         
  Restricted long-term investments:

  Bond funds and other 232,048         361,438         
  Fuel hydrant assets held in trust 5,789              6,029              

  Investment in joint venture 65,059           
  Net pension asset 6,728              11,901           
  Long-term receivable 199                 7,447              
  Other long-term assets 4,067              5,431              

  CAPITAL ASSETS:
  Land and air rights 2,000,919     2,008,635     
  Facilities and improvements 5,095,806     5,048,814     
  Equipment, furniture, and fixtures 459,207         443,273         
           Total capital assets 7,555,932     7,500,722     
  Less accumulated depreciation (2,263,416)    (2,108,483)    
  Construction work in progress 213,435         115,959         
           Total capital assets—net 5,505,951     5,508,198     

           Total noncurrent assets 6,103,400     6,415,491     

           Total assets 6,705,690     6,859,875     

DEFERRED OUTFLOWS OF RESOURCES:
  Deferred loss on refunding bonds 12,781           16,222           
  Deferred charges on net pension asset and liability 22,444           14,411           
           Total deferred outflows of resources 35,225           30,633           

TOTAL 6,740,915$   6,890,508$   

See notes to financial statements.
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2016 2015

LIABILITIES, DEFERRED INFLOWS OF RESOURCES AND NET POSITION
CURRENT LIABILITIES:
  Accounts payable and accrued expenses 123,028$       120,453$       
  Related party payable—joint venture 7,030              
  Payroll and taxes payable 36,152           34,341           
  Bonds interest payable 36,384           41,725           
  Customer advances 13,221           12,777           
  Current maturities of long-term debt 168,570         170,560         
           Total current liabilities 384,385         379,856         

NONCURRENT LIABILITIES:
  LONG-TERM LIABILITIES:
  Net pension liability 107,596         95,548           
  Environmental remediation liability 42,381           48,429           
  Bonds interest payable 15,832           13,181           
  Other postemployment benefits obligation 10,424           9,687              
  Lease securities and other long-term liability 5,106              16,817           
           Total long-term liabilities 181,339         183,662         

  LONG-TERM DEBT:
  Revenue and capital appreciation bonds 2,538,942     2,678,392     
  General obligation bonds 285,533         311,195         
  Passenger facility charge revenue bonds 101,076         115,284         
  Fuel hydrant special facility revenue bonds 82,063           86,050           
           Total long-term debt 3,007,614     3,190,921     

           Total noncurrent liabilities 3,188,953     3,374,583     

           Total liabilities 3,573,338     3,754,439     

DEFERRED INFLOWS OF RESOURCES:
  Deferred gain on refunding bonds 15,390           12,597           
  Deferred credits on net pension asset and liability 3,840              16,556           
           Total deferred inflows of resources 19,230           29,153           

NET POSITION:
  Net investment in capital assets 2,591,049     2,474,130     
  Restricted for:
     Debt service reserves 177,572         188,181         
     Passenger facility charges 135,317         104,704         
     Customer facility charges 16,129           15,335           
     Grants and other 14,157           10,471           
  Unrestricted 214,123         314,095         
           Total net position 3,148,347     3,106,916     

TOTAL 6,740,915$   6,890,508$   

See notes to financial statements.
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PORT OF SEATTLE — ENTERPRISE FUND
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION 
FOR THE YEARS ENDED DECEMBER 31, 2016, 2015 AND 2014
(In thousands)

2016 2015 2014
(Restated)

OPERATING REVENUES:
  Services 231,326$       212,612$       195,364$       
  Property rentals 291,874         332,696         325,219         
  Customer facility charge revenues 12,121           12,663           13,608           
  Operating grants and contract revenues 1,562              962                 298                 
  Joint venture income 61,584                                                       
           Total operating revenues 598,467         558,933         534,489         

OPERATING EXPENSES:
  Operations and maintenance 237,964         234,017         228,292         
  Administration 63,456           60,225           56,711           
  Law enforcement 23,865           23,564           21,297           
           Total operating expenses 325,285         317,806         306,300         

NET OPERATING INCOME BEFORE DEPRECIATION 273,182         241,127         228,189         

DEPRECIATION 164,336         163,338         166,337         

OPERATING INCOME 108,846         77,789           61,852           

NONOPERATING INCOME (EXPENSE):
  Ad valorem tax levy revenues 71,678           72,819           72,801           
  Passenger facility charge revenues 85,570           79,209           69,803           
  Customer facility charge revenues 24,715           23,540           19,889           
  Noncapital grants and donations 6,284              5,358              10,159           
  Fuel hydrant facility revenues 6,992              6,957              6,935              
  Investment income—net 8,448              9,122              11,202           
  Revenue and capital appreciation bonds interest expense (105,567)       (110,128)       (108,910)       
  Passenger facility charge revenue bonds interest expense (5,251)            (5,584)            (5,906)            
  General obligation bonds interest expense (9,765)            (10,490)          (9,475)            
  Public expense (8,560)            (5,023)            (6,854)            
  Environmental expense—net (280)                (2,888)            (9,142)            
  Other (expense) income—net (12,087)          (23,493)          2,109              
           Total nonoperating income—net 62,177           39,399           52,611           

INCOME BEFORE CAPITAL CONTRIBUTIONS AND SPECIAL ITEM 171,023         117,188         114,463         

CAPITAL CONTRIBUTIONS 18,108           22,804           16,746           

INCOME BEFORE SPECIAL ITEM 189,131         139,992         131,209         

SPECIAL ITEM—SR 99 Viaduct expense (147,700)       (120,000)                             

INCREASE IN NET POSITION 41,431           19,992           131,209         

TOTAL NET POSITION:
  Beginning of year, as restated (Note 1) 3,106,916     3,086,924     2,955,715     
  End of year 3,148,347$   3,106,916$   3,086,924$   

See notes to financial statements.
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PORT OF SEATTLE — ENTERPRISE FUND
STATEMENT OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2016, 2015 AND 2014
(In thousands)

2016 2015 2014
(Restated)

OPERATING ACTIVITIES:
  Cash received from customers 521,064$       584,730$       549,055$       
  Cash received from joint venture for support services provided 8,514              
  Customer facility charge receipts 12,121            12,663            13,608            
  Cash paid to suppliers for goods and services (122,710)        (111,235)        (132,300)        
  Cash paid to employees for salaries, wages and benefits (198,924)        (198,466)        (187,439)        
  Operating grants and contract revenues 1,562              962                  298                  
  Other (1,626)             (2,571)             (1,611)             
           Net cash provided by operating activities 220,001          286,083          241,611          

NONCAPITAL AND RELATED FINANCING ACTIVITIES:
  Proceeds from issuance and sale of GO bonds                        120,006          
  Principal payments on GO bonds (2,320)             (15,275)          
  Interest payments on GO bonds (4,681)             (2,804)             (571)                 
  Cash paid for special item—SR 99 Viaduct expense (147,700)        (120,000)        
  Cash paid for environmental remediation liability (5,457)             (9,032)             (19,627)          
  Public expense disbursements (7,764)             (5,360)             (4,049)             
  Ad valorem tax levy receipts 71,753            72,941            72,926            
  Noncapital grants and contract revenues 6,284              5,358              10,159            
  Proceeds from assets held for sale 14,207            
  Environmental recovery receipts 2,655              2,746              11,923            
  Litigation settlement receipt 10,847            
  Receipts from implicit financing                        2,236                                     
           Net cash (used in) provided by noncapital 
               and related financing activities (87,230)          80,298            66,333            

CAPITAL AND RELATED FINANCING ACTIVITIES:
  Proceeds from issuance and sale of revenue bonds, 
    GO bonds, fuel hydrant special facility revenue bonds, 
    PFC bonds, and commercial paper 302,959          704,501          
  Proceeds used for refunding of revenue bonds, GO bonds, 
    fuel hydrant special facility revenue bonds, and PFC bonds (319,620)        (376,938)        
  Principal payments on revenue bonds, GO bonds, 
    fuel hydrant special facility revenue bonds, PFC bonds, and
    commercial paper (138,585)        (171,030)        (158,246)        
  Interest payments on revenue bonds, GO bonds, PFC bonds,
    fuel hydrant special facility revenue bonds, and 
    commercial paper (144,770)        (131,777)        (135,310)        
  Acquisition and construction of capital assets (179,180)        (192,023)        (185,853)        
  Deposits and proceeds from sale of capital assets 3,830              253                  4,432              
  Receipts from capital contributions 20,307            21,545            15,111            
  Passenger facility charge receipts 82,130            78,152            69,140            
  Customer facility charge receipts 24,716            24,117            19,925            
  Fuel hydrant facility revenues 6,993              6,957              6,935              
           Net cash used in capital and related financing activities (341,220)$      (36,243)$        (363,866)$      

See notes to financial statements. (Continued)
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PORT OF SEATTLE — ENTERPRISE FUND
STATEMENT OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2016, 2015 AND 2014
(In thousands)

2016 2015 2014
(Restated)

INVESTING ACTIVITIES:
  Purchases of investment securities (296,292)$      (560,615)$      (732,616)$      
  Proceeds from sales and maturities of investments 577,585          161,953          782,305          
  Interest received on investments 12,654            9,128               7,895               
  Cash used to fund investment in joint venture (59,408)           
  Cash distributions received from joint venture 47,542                                                          
           Net cash provided by (used in) investing activities 282,081          (389,534)        57,584            

NET INCREASE (DECREASE) IN CASH AND 
  CASH EQUIVALENTS (including $678, $1,027, and 73,632            (59,396)           1,662               
  $909 restricted cash and cash equivalents of fuel 
  hydrant assets held in trust reported as restricted 
  long-term investments, respectively)

CASH AND CASH EQUIVALENTS:
  Beginning of year 20,785            80,181            78,519            
  End of year 94,417$          20,785$          80,181$          

RECONCILIATION OF OPERATING INCOME TO 
    NET CASH FLOW FROM OPERATING ACTIVITIES:

  Operating income 108,846$        77,789$          61,852$          
  Miscellaneous nonoperating (expense) income (1,626)             (2,571)             (1,611)             
  Adjustments to reconcile operating income to net cash
    provided by operating activities:
    Depreciation 164,336          163,338          166,337          
    (Increase) Decrease in assets:                        
        Investment in joint venture (61,584)           
        Accounts receivable 311                  (3,744)             16,406            
        Materials and supplies, prepayments and other 7,315               3,188               12,717            
        Net pension asset 5,173               2,795               (9,979)             
    (Increase) Decrease in deferred outflows of resources:
        Deferred charges on net pension asset and liability (8,213)             (6,948)             (1,999)             
    (Decrease) Increase in liabilities:                        
        Accounts payable and accrued expenses (1,093)             46,306            (11,873)           
        Payroll and taxes payable 2,990               (4,408)             (2,487)             
        Lease securities and customer advances 1,636               6,364               4,383               
        Net pension liability 11,612            20,938            (25,927)           
        Environmental remediation liability 2,276               1,591               (1,951)             
        Other postemployment benefits obligation 737                  209                  423                  
    (Decrease) Increase in deferred inflows of resources:
        Deferred credits on net pension asset and liability (12,715)           (18,764)           35,320            
           Net cash provided by operating activities 220,001$        286,083$        241,611$        

SUPPLEMENTAL SCHEDULE OF NONCASH INVESTING,
CAPITAL AND FINANCING ACTIVITIES:

    Net unrealized investment (loss) gain (5,110)$           (815)$               3,036$            
    Construction work in progress transfer to joint venture 7,887               
See notes to financial statements. (Concluded)
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PORT OF SEATTLE — WAREHOUSEMEN'S PENSION TRUST FUND
STATEMENT OF FIDUCIARY NET POSITION
AS OF DECEMBER 31, 2016 AND 2015
(In thousands)

2016 2015
ASSETS:
  Cash and cash equivalents 134$               237$               

  Investments in mutual fund—fair value:
    Fixed income 3,446              3,624              
    Domestic equities 2,753              2,640              
    International equities 2,589              2,542              
           Total investments 8,788              8,806              

  Other assets 144                 148                 

                Total assets 9,066              9,191              

LIABILITIES:
  Accounts payable 5                      5                      

NET POSITION RESTRICTED FOR PENSIONS 9,061$           9,186$           

See notes to financial statements.
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PORT OF SEATTLE — WAREHOUSEMEN'S PENSION TRUST FUND
STATEMENT OF CHANGES IN FIDUCIARY NET POSITION
FOR THE YEARS ENDED DECEMBER 31, 2016, 2015 AND 2014
(In thousands)

2016 2015 2014
ADDITIONS:
  Employer contributions 1,500$           1,500$           1,500$           

  Investment income:
    Net appreciation (depreciation) in fair value of investments 357                 (308)                202                 
    Dividends 227                 227                 251                 
    Less investment expenses (30)                  (35)                  (45)                  
           Net investment income (loss) 554                 (116)                408                 

                Total additions 2,054              1,384              1,908              

DEDUCTIONS:
  Benefits 2,093              2,079              2,091              
  Administrative expenses 45                    46                    45                    
  Professional fees 41                    57                    66                    
                Total deductions 2,179              2,182              2,202              

                     Net decrease in net position (125)                (798)                (294)                

NET POSITION RESTRICTED FOR PENSIONS
  Beginning of year 9,186              9,984              10,278           
  
  End of year 9,061$           9,186$           9,984$           

See notes to financial statements.
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PORT OF SEATTLE 

NOTES TO FINANCIAL STATEMENTS 

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Organization—The Port of Seattle (the “Port”) is a municipal corporation organized on September 5, 1911, 
through enabling legislation by consent of the voters within the Port district. In 1942, the local governments 
in King County selected the Port to operate the Seattle-Tacoma International Airport (the “Airport”). The Port 
is considered a special purpose government with a separately elected commission of five members. The Port is 
legally separate and fiscally independent of other state or local governments. The Port has no stockholders or 
equity holders. All revenues or other receipts must be disbursed in accordance with provisions of various 
statutes, applicable grants, and agreements with the holders of the Port’s bonds. 

Reporting Entity—The Port reports the following funds: the Enterprise Fund accounts for all activities and 
operations of the Port except for the activities included within the Warehousemen’s Pension Trust Fund. The 
Enterprise Fund is used to account for operations and activities that are financed at least in part by fees or 
charges to external users.  

In 2015, the Port underwent a series of reorganizations to strategically position the Port to achieve future 
growth, operational excellence and talent development. Effective January 1, 2016, the Port and its Enterprise 
Fund is comprised of three operating divisions, namely Aviation, Maritime, and Economic Development. The 
Aviation Division manages the Airport serving the predominant air travel needs of a five-county area. The 
Airport has 14 United States (“U.S.”) flag passenger air carriers (including regional and commuter air carriers) 
and 14 foreign-flag passenger air carriers providing nonstop service from the Airport to 107 cities, including 
23 foreign cities. The Maritime Division manages industrial property connected with maritime businesses, 
recreational marinas, Fishermen’s Terminal, cruise, grain, and maritime operations. The Economic 
Development Division focuses on managing the Port’s industrial and commercial properties including 
conference and event centers, encouraging tourism, developing small business opportunities, and providing 
for workforce development in the aviation, maritime, and construction industries. 

The Warehousemen’s Pension Trust Fund accounts for the assets of the employee benefit plan held by the Port 
in a trustee capacity. On May 25, 2004, the Port became the sole administrator for the Warehousemen’s 
Pension Plan and Trust (the “Plan”). This Plan was originally established to provide pension benefits for the 
employees at the Port’s warehousing operations at Terminal 106. In late 2002, the Port terminated all 
warehousing operations following the departure of the principal customer who operated the facility. As of 
May 25, 2004, the Plan is a governmental plan maintained and operated solely by the Port. 

For financial reporting purposes, component units are entities which are legally separate organizations for 
which the Port is financially accountable, and other organizations for which the nature and significance of 
their relationship with the Port are such that exclusion would cause the Port’s financial statements to be 
misleading or incomplete. Based on these criteria, the following is considered a component unit of the Port’s 
reporting entity.  

The Industrial Development Corporation (“IDC”) is a blended component unit of the Port and is included 
within the accompanying financial statements. The IDC is a special purpose government with limited powers 
and is governed by a Board of Directors, which is comprised of the same members of the Port’s Commission. 
The Port’s management has operational responsibility for the IDC. The IDC has issued tax-exempt nonrecourse 
revenue bonds to finance industrial development for acquiring, constructing, and renovating transshipment 
and manufacturing facilities within the corporate boundaries of the Port. These revenue bonds are solely 
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payable and secured by revenues derived from the industrial development facilities funded by the revenue 
bonds and leased to the IDC. The Port has not recorded these obligations, or the related assets, in the 
accompanying financial statements of the Port, as the Port has no obligation for the outstanding bonds. A 
copy of the separate financial statements for the IDC may be obtained at:  

Port of Seattle 
Pier 69 
P.O. Box 1209 
Seattle, WA 98111 

Basis of Accounting—The Port is accounted for on a flow of economic resources measurement focus. The 
financial statements are prepared in accordance with generally accepted accounting principles in the U.S. as 
applied to governmental units using the accrual basis of accounting. The Governmental Accounting Standards 
Board (“GASB”) is the accepted standard-setting body for establishing governmental accounting and financial 
reporting principles. The Port adopted the provisions of GASB Statement No. 62, Codification of Accounting 
and Financial Reporting Guidance Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements. 
This statement incorporates into GASB’s authoritative literature certain accounting and financial reporting 
guidance issued by Financial Accounting Standards Board (“FASB”) pronouncements which do not conflict 
with or contradict GASB pronouncements. It also eliminates the option to apply post-November 30, 1989 
FASB pronouncements that do not conflict with or contradict GASB pronouncements. The more significant 
Port’s accounting policies are described below. 

Use of Estimates—The preparation of the Port’s financial statements in conformity with generally accepted 
accounting principles in the U.S. requires management to make estimates and assumptions that affect the 
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the 
financial statements, and the reported amounts of revenues and expenses during the reporting period. 
Estimates and assumptions are used to record environmental remediation liabilities, litigated and non-
litigated loss contingencies, insurance recoveries, allowances for doubtful accounts, grants-in-aid receivable, 
arbitrage rebate liabilities, healthcare benefit claims liabilities, net pension assets, net pension liabilities, and 
other postemployment benefits obligations. Actual results could differ from those estimates. 

Significant Risks and Uncertainties—The Port is subject to certain business and casualty risks that could 
have a material impact on future operations and financial performance. Business risks include economic 
conditions, collective bargaining disputes, security, litigation, Federal, State, and local government 
regulations, and changes in law. Casualty risks include natural or man-made events that may cause injury or 
other damages at Port facilities. The Port has a comprehensive risk management program that protects the 
Port against loss from various adverse casualty events to its property, operations, third-party liabilities, and 
employees. The Port carries excess commercial insurance to provide a financial means to recover from many 
of these potential events or losses. The excess commercial insurance coverage is above a self-insured 
retention that the Port maintains. The Port is a qualified workers compensation self-insurer in the State and 
administers its own workers compensation claims. Claims, litigation and other settlements have not exceeded 
the limits of available insurance coverage in any of the past three years, when insurance was applicable. 

The Port is self-insured for majority of its sponsored healthcare plans. Employees covered by these plans pay a 
portion of the premiums for their coverage. The Port purchased a stop-loss insurance policy for the self-
insured healthcare plan to limit the Port’s individual claims liability up to $200,000 per year in 2016 and 2015, 
and to 125% of expected claims in aggregate. Healthcare benefit claims liabilities are not discounted to 
present value as nearly all healthcare claims are current in nature. The estimated liability is based upon 
actual claims that have been submitted and authorized for payment as well as actuarially determined claims 
incurred but not reported. The estimated liability is included in payroll and taxes payable in the Statement of 
Net Position.  
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The table below reflects the changes in the claim liabilities for the years ended December 31 (in thousands). 
Claim payments made during the current year include associated incremental costs such as administration 
expenses and stop-loss insurance policy premiums. Employees’ cost sharing portion of the healthcare plan 
and retirees’ payments for participating in the Port’s healthcare plan made during the current year are 
included as “Other” in the table below. Retirees’ participation in the Port’s healthcare plan is not implicitly or 
explicitly subsidized. 

Current year
claims and

Years ended Beginning changes in Claim Ending 
December 31, balance estimates payments Other balance

2016 946$                11,601$          (13,235)$        1,698$            1,010$            
2015 1,070              12,295            (14,224)          1,805              946                  
2014 1,423              11,724            (13,800)          1,723              1,070               

Employee Benefits—Eligible Port employees accrue paid time off and extended illness. The paid time off 
accrual rates increase based on length of service. A stipulated maximum of paid time off may be accumulated 
by employees while there is no maximum limit to the amount of extended illness accrual that can be 
accumulated. Terminated employees are entitled to be paid for unused paid time off. Under certain 
conditions, terminated employees are entitled to be paid for a portion of unused extended illness accrual. 

The Port also offers its eligible union and non-union employees a deferred compensation plan created in 
accordance with Internal Revenue Code Section 457 (the “457 Plan”). Employees are able to direct their 457 
funds to any investment options available under the 457 Plan. The Port placed its deferred compensation plan 
assets in a separate trust as required under the Small Business Job Protection Act of 1996 and as such, the 
related assets and liabilities are not included in the Port’s financial statements.  

On an annual basis, the Port has the option of offering a 401(a) supplemental savings plan (the “401(a) Plan”) 
for non-union employees. The 401(a) Plan establishes a 401(a) tax-deferred savings account for each eligible 
employee. The Port matches employee contributions to their 457 plan with a dollar-for-dollar contribution to 
the 401(a) Plan up to a fixed maximum of $2,200. This matching contribution increases with tenure. 
Employees are able to direct their 401(a) funds to any investment options available under the 401(a) Plan. The 
Port placed its supplemental savings plan assets in a separate trust as required under the Small Business Job 
Protection Act of 1996 and as such, the related assets and liabilities are not included in the Port’s financial 
statements. 

The Port contributes to the 401(a) Police Retirement Plan and Trust, and the 401(a) Fire Fighters Retirement 
Plan and Trust in lieu of Social Security contributions for certain eligible uniformed law enforcement officers 
and fire fighters who elected not to participate in the Social Security system. This complies with the collective 
bargaining agreements for employees who participate in these plans. Employees are able to direct their 
401(a) funds to any investment options available under the 401(a) Plans. The Port placed the plans’ assets in 
separate trusts as required under the Small Business Job Protection Act of 1996 and as such, the related 
assets and liabilities are not included in the Port’s financial statements. 

Investments and Cash Equivalents—All short-term investments with a maturity of three months or less at the 
date of purchase are considered to be cash equivalents except for the restricted portion of the fuel hydrant 
assets held in trust not used to pay the current maturities of Fuel Hydrant Special Revenue Bonds plus 
accrued interest that is reported as restricted long-term investments in the Statement of Net Position. 
Investments are carried at fair value plus accrued interest receivable. Fair values are determined based on 
quoted market rates. Unrealized gains or losses due to market valuation changes are recognized in investment 
income—net in the Statement of Revenues, Expenses, and Changes in Net Position. 
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Accounts Receivable and Allowance for Doubtful Accounts—Accounts receivable are recorded for invoices 
issued to customers in accordance with the contractual arrangements. Unbilled receivables are recorded 
when revenues are recognized upon service delivery and invoicing occurs at a later date. Finance charges and 
late fees are recognized on accounts receivable in accordance with contractual arrangements. Interest 
income on finance charges and late fees are minimal. The Port’s policy defines delinquent receivable as 90 
days or more past due. The allowance for doubtful accounts is based on specific identification of troubled 
accounts and delinquent receivables. Accrual of accounts receivable, related finance charges and late fees 
are suspended once the accounts receivable is sent to a third party collection agency, placed in dispute or 
litigation, or the customer has filed for bankruptcy. Accounts receivable are written-off against the allowance 
when deemed uncollectible. Recoveries of receivables previously written-off are recorded when received. 

Grants-in-Aid Receivable—The Port receives Federal and State grants-in-aid funds on a reimbursement basis 
for all divisions, mostly related to construction of Airport and Maritime facilities and other capital activities, 
along with operating and nonoperating grants to perform enhancements in both Airport and Maritime security 
as well as environmental prevention/remediation programs. 

Materials and Supplies—Materials and supplies are recorded at the lower of cost or market. The Port’s policy 
is to expense materials and supplies when used in operations and to capitalize amounts used in capital 
projects as construction work in progress.  

Investments in Joint Venture—The Port adopted joint venture accounting beginning January 1, 2016 to 
account for its 50% share in the NWSA. The Port’s investment in the NWSA is presented in the Statement of 
Net Position as investment in joint venture which is increased by the Port’s share in the NWSA’s change in net 
position, additional cash funding, and decreased by the receipt of cash distributions from the NWSA. The 
Port’s share of joint venture income is presented in the Statement of Revenues, Expenses, and Changes in Net 
Position. Additional information about the investment in joint venture can be found in the MD&A and Note 13. 

Capital Assets—Capital assets are stated at cost, less accumulated depreciation. Costs applicable to noise 
damage remedies, together with the cost of litigation, in exchange for air rights are generally recorded as 
intangible capital assets. The Port’s policy is to capitalize all asset additions equal to or greater than $20,000 
and with an estimated life of three years or more. The Port capitalizes interest during construction until the 
asset is placed into service, based on average construction expenditures and average actual debt service rates 
for bond funded construction, excluding externally restricted acquisition of specified qualified assets financed 
with grants or proceeds from tax-exempt debt. Depreciation is computed on a straight-line basis. Buildings 
and improvements are assigned lives of 30 to 50 years, equipment 3 to 20 years, and furniture and fixtures 5 
to 10 years. The Port periodically reviews its long-lived assets for impairment. A capital asset is considered 
impaired when its service utility has declined significantly and unexpectedly.  

Operating and Nonoperating Revenues—Fees for services, rents, charges for the use of Port facilities, Airport 
landing fees, operating grants, a portion of the customer facility charge (“CFC”) revenues, other revenues 
generated from operations, and joint venture income are reported as operating revenues. Ad valorem tax levy 
revenues, noncapital grants and donations, passenger facility charge (“PFC”) revenues, the remaining portion 
of CFC revenues, fuel hydrant facility revenues, and other income generated from nonoperating sources are 
classified as nonoperating revenues. 

Operating and Nonoperating Expenses—Expenditures related to the Port’s principal ongoing operations are 
reported as operating expenses. Operating expenses include operations and maintenance expenses, 
administrative expenses, and law enforcement expenses. All other expenses not meeting this definition are 
reported as nonoperating expenses. Nonoperating expenses include interest, environmental, and public 
expenses.  
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Nonexchange Transactions—GASB Statement No. 33, Accounting and Financial Reporting for Nonexchange 
Transactions, establishes uniform revenue and expense recognition criteria and financial reporting standards 
regarding when (i.e., in which fiscal year) to report the results of nonexchange transactions involving cash 
and other financial and capital resources. When the Port receives value without directly giving equal value in 
return, these transactions, which include taxes, intergovernmental grants, entitlements, other financial 
assistance, and nongovernmental contractual agreements are reported as revenues.  

� For derived revenue transactions, such as PFC and CFC, the Port recognizes receivables in the period 
when the exchange transaction on which the fee/charge is imposed occurs or records cash when 
received, whichever occurs first. Revenue is recognized, net of estimated refunds and estimated 
uncollectible amounts, in the same period that the receivables are recognized, provided that the 
underlying exchange transaction has occurred. Resources received in advance are reported as 
unearned revenues until the period of the exchange. 

� For imposed nonexchange revenue transactions, such as ad valorem tax levy revenues, the Port 
recognizes receivables in the period when an enforceable legal claim to the receivables arises, i.e. 
lien date, or records cash when received, whichever occurs first. Resources received in advance 
before the lien date is reported as deferred inflows of resources. 

� For government-mandated nonexchange transactions and voluntary nonexchange transactions, such 
as grant programs, resources received before the eligibility requirements are met (excluding time 
requirements) are reported as unearned revenues. Resources received before time requirements are 
met, but after all other eligibility requirements have been met, is reported as deferred inflows of 
resources. 

When the Port gives value without directly receiving equal value in return, these transactions, which include 
expenses for district schools and infrastructure improvements to the State and region in conjunction with 
other agencies, are reported as public expense.  

Passenger Facility Charges—As determined by applicable Federal legislation, which are based upon 
passenger enplanements, PFC generated revenues are expended by the Port for eligible capital projects and 
the payment of principal and interest on specific revenue bonds. PFC revenues received from the airlines at 
$4.50 per passenger, are recorded as nonoperating income in the Statement of Revenues, Expenses, and 
Changes in Net Position. 

Customer Facility Charges—As determined by applicable State legislation, CFC generated revenues received 
from rental car companies at $6.00 per transaction day, are expended by the Port for eligible capital projects, 
the payment of principal and interest on specific revenue bonds funding the Rental Car Facility (“RCF”) at the 
Airport, and certain related operating expenses. A portion of CFC revenues is recorded as operating revenues 
as it is associated with the operation of the RCF. The remaining portion of CFC revenues is recorded as 
nonoperating income in the Statement of Revenues, Expenses, and Changes in Net Position. 

Ad Valorem Tax Levy—Ad valorem taxes received by the Port are utilized for the acquisition and construction 
of facilities, payment of principal and interest on GO bonds issued for the acquisition or construction of 
facilities, contributions to regional freight mobility improvement, environmental expenses, certain operating 
expenses, and public expenses. The Port includes ad valorem tax levy revenues and interest expense on GO 
bonds as nonoperating income in the Statement of Revenues, Expenses, and Changes in Net Position. 

The King County (“County”) Treasurer acts as an agent to collect property taxes levied in the County for all 
taxing authorities. Taxes are levied annually on January 1 on property values listed as of the prior year. The 
lien date is January 1. Assessed values are established by the County Assessor at 100% of fair market value. A 
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re-evaluation of all property is required every two years. Taxes are due in two equal installments on April 30 
and October 31. Collections are distributed daily to the Port by the County Treasurer. 

Payments in Lieu of Taxes—The Port, on behalf of the State of Washington, collects applicable leasehold 
taxes from its tenants. The taxes are a pass-through to the State and are, therefore, not reflected as an 
expense or revenue by the Port. 

Airline Rates and Charges—During 2013, the Port reached agreement with the airlines for the new Signatory 
Lease and Operating Agreement (“SLOA III”). SLOA III is effective for the period January 1, 2013 through 
December 31, 2017. SLOA III is a hybrid-compensatory rate setting methodology. Under SLOA III, aeronautical 
rates are set to recover both operating and capital costs by cost center. Key provisions include: (1) a one-time 
reduction in the revenue requirement of $17,880,000, from the removal of the security fund liability when 
SLOA II expired, (2) cash funded assets included in capital recovery formulas extend back to 1992, (3) Airport 
does not recover costs relating to vacant publicly accessible office space (costs associated with all other 
airline space are fully recovered), (4) cost recovery formulas permit the Port to charge the airlines 100% of 
annual debt service allocated to the airlines (unless the Port determines in its sole discretion that a charge 
above 100% of annual airline debt service is necessary to maintain the total Airport revenue bond coverage at 
1.25 times the sum of the annual debt service), and (5) revenue sharing of 50% of the cash flow available for 
debt service above 125% of annual debt service is credited to the signatory airlines. Settlement calculations 
comparing 2016 revenue requirements and invoices billed in 2016 for each cost center and for all airlines, 
including revenue sharing, have been reflected in the 2016 financial statements. 

Lease Securities—Under the terms of certain lease agreements, the Port requires or allows its customers or 
tenants to provide security to satisfy contractual obligations. The Port classifies these amounts as lease 
securities and are included in noncurrent liability in the Statement of Net Position. The Port is allowed to 
draw from the lease securities in certain events as defined in these agreements, such as for defaults or 
delinquencies in rent payment. The balance is determined by the lease terms and is recalculated according to 
the provisions of the agreements.  

Environmental Remediation Liabilities—The Port’s policy requires accrual of environmental remediation 
liabilities amounts when (a) one of the following specific obligating events is met, and (b) the amount can be 
reasonably estimated. Obligating events include: imminent endangerment to the public, permit violation, 
named as party responsible for sharing costs, named in a lawsuit to compel participation in pollution 
remediation, or commenced or legally obligated to commence pollution remediation. Potential cost recoveries 
such as insurance proceeds, if any, are evaluated separately from the Port’s environmental remediation 
liabilities. Costs incurred for environmental remediation liabilities are typically recorded as nonoperating 
environmental expenses unless the expenditures relate to the Port’s principal ongoing operations, in which 
case they are recorded as operating expenses. Costs incurred for environmental remediation liabilities can be 
capitalized if they meet specific criteria. Capitalization criteria include: preparation of property in anticipation 
of a sale, preparation of property for use if the property was acquired with known or suspected pollution that 
was expected to be remediated, performance of pollution remediation that restores a pollution-caused decline 
in service utility that was recognized as an asset impairment, or acquisition of property, plant, and equipment 
that have a future alternative use not associated with pollution remediation efforts. 

Debt Discount and Premium—Debt discounts and premiums relating to the issuance of bonds are amortized 
over the lives of the related bonds using the effective interest method. 

Refunding and Defeasance of Debt—The Port has legally defeased certain bonds by placing proceeds, either 
in the form of new bond proceeds or existing Port cash, in an irrevocable trust to provide for all future debt 
service payments on the defeased bonds. Accordingly, the trust account assets and the liability for these 
defeased bonds are not recorded on the accompanying financial statements. As of December 31, 2016 and 
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2015, the total defeased, but unredeemed, bonds outstanding totaled $1,375,000 and $3,380,000, 
respectively. 

For current refundings and advance refundings resulting in defeasance of debt, the difference between the 
reacquisition price and the net carrying amount of the old debt is reported as deferred outflow of resources or 
deferred inflow of resources and recognized as a component of interest expense on a straight-line basis over 
the remaining life of the old debt or the life of the new debt, whichever is shorter. 

Special Item—The Port recorded its payments made to the Washington State Department of Transportation 
(“WSDOT”) for the SR 99 Alaskan Way Viaduct Replacement Program as special items in 2015 and 2016. The 
first payment of $120.0 million made in 2015 was in accordance with the funding agreement entered into with 
WSDOT for the State’s eligible construction costs incurred on the Tunnel Design Build Project. The Port made 
the remaining $147.7 million payments to WSDOT in 2016. The SR 99 Alaskan Way Viaduct Replacement 
Program will improve movement of freight and other traffic on the west corridors of the Seattle transportation 
system between the Duwamish and Ballard-Interbay neighborhoods, including easy access to the Port’s cargo, 
recreational boating, commercial fishing, cruise facilities and the Airport. 

Net Position—Net position represents all assets, plus deferred outflows of resources, less liabilities, less 
deferred inflows of resources. Net position is displayed in the Statement of Net Position in the following 
categories: 

� Net investment in capital assets: Capital assets, net of accumulated depreciation and outstanding 
principal balances of debt attributable to the acquisition, construction, or improvement of those 
assets. 

� Restricted: Net position subject to externally imposed stipulations on their use. 

� Unrestricted: All remaining net position not meeting the definition of “net investment in capital 
assets” or “restricted.” 

When both restricted and unrestricted resources are available for the same purpose, restricted net position is 
considered to be used first over unrestricted net position. 

Recently Issued Accounting Pronouncements—In February 2015, the GASB issued Statement No. 72, Fair 
Value Measurement and Application. This statement addresses accounting and financial reporting issues 
related to fair value measurements. This statement requires a government to use valuation techniques that 
are appropriate under the circumstances and for which sufficient data are available to measure fair value. 
This statement establishes a hierarchy of inputs to valuation techniques used to measure fair value. This 
statement also requires disclosures to be made about fair value measurements, the level of fair value 
hierarchy, and valuation techniques. This statement is effective for periods beginning after June 15, 2015. The 
Port adopted this statement in 2016 and the required disclosure of the Port’s investments can be found in 
Note 2.  

In June 2015, the GASB issued Statement No. 73, Accounting and Financial Reporting for Pensions and 
Related Assets That Are Not within the Scope of GASB Statement 68, and Amendments to Certain Provisions 
of GASB Statement Nos. 67 and 68. This statement establishes requirements for defined benefit pensions that 
are not within the scope of Statement No. 68, as well as for the assets accumulated for purposes of providing 
those pensions. In addition, it establishes requirements for defined contribution pensions that are not within 
the scope of Statement No. 68. It also amends certain provisions of Statement No. 67, Financial Reporting for 
Pension Plans, and Statement No. 68 for pension plans and pensions that are within their respective scopes. 
This statement is effective for periods beginning after June 15, 2015, except those provisions that address 
employers and governmental nonemployer contributing entities for pensions that are not within the scope of 
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Statement No. 68, which are effective for periods beginning after June 15, 2016. This standard did not apply to 
the Port. 

In June 2015, the GASB issued Statement No. 74, Financial Reporting for Postemployment Benefit Plans Other 
Than Pension Plans. This statement replaces Statements No. 43, Financial Reporting for Postemployment 
Benefit Plans Other Than Pension Plans (“OPEB”), as amended, and Statement No. 57, OPEB Measurements 
by Agent Employers and Agent Multiple-Employer Plans. It also includes requirements for defined 
contribution OPEB plans that replace the requirements for those OPEB plans in Statement No. 25, Financial 
Reporting for Defined Benefit Pension Plans and Note Disclosures for Defined Contribution Plans, as 
amended, Statement No. 43, and Statement No. 50, Pension Disclosures. This statement establishes new 
accounting and financial reporting requirements for governments whose employees are provided with OPEB, 
as well as for certain nonemployer governments that have a legal obligation to provide financial support for 
OPEB provided to the employees of other entities. This statement is effective for periods beginning June 15, 
2016. The Port is currently evaluating the impact of the adoption of this standard on its financial statements. 

In June 2015, the GASB issued Statement No. 75, Accounting and Financial Reporting for Postemployment 
Benefits Other Than Pensions. This statement replaces Statement No. 45, Accounting and Financial Reporting 
by Employers for Postemployment Benefits Other Than Pensions, as amended, and Statement No. 57, OPEB 
Measurements by Agent Employers and Agent Multiple-Employer Plans. This statement addresses accounting 
and financial reporting for OPEB that is provided to the employees by the state and local governmental 
employers. This statement also establishes the standard for recognizing and measuring liabilities, deferred 
outflows of resources, deferred inflows of resources, and expense/expenditures. This statement is effective 
for periods beginning June 15, 2017. The Port is currently evaluating the impact of the adoption of this 
standard on its financial statements. 

In June 2015, the GASB issued Statement No. 76, The Hierarchy of Generally Accepted Accounting Principles 
for State and Local Government. This statement reduces the generally accepted accounting principles 
(“GAAP”) hierarchy to two categories of authoritative GAAP and addresses the use of authoritative and non-
authoritative literature in the event that the accounting treatment for a transaction or other event is not 
specified within a source of authoritative GAAP. This statement is effective for periods beginning after June 
15, 2015 and should be applied retroactively. The adoption of this standard did not have any material impact 
to the Port’s financial statements. 

In August 2015, the GASB issued Statement No. 77, Tax Abatement Disclosures. This statement provides 
financial statement users with essential information about the nature and magnitude of the reduction in tax 
revenues through tax abatement programs in order to better assess (1) whether current-year revenues were 
sufficient to pay for current-year services, (2) compliance with finance-related legal or contractual 
requirements, (3) where a government’s financial resources come from and how it uses them, and (4) financial 
position and economic condition and how they have changed over time. This statement is effective for periods 
beginning after December 15, 2015. The adoption of this standard did not have any material impact to the 
Port’s financial statements. 

In December 2015, the GASB issued Statement No. 78, Pensions Provided through Certain Multiple-Employer 
Defined Benefit Pension Plans. This statement amends the scope and applicability of Statement No. 68 to 
exclude certain cost-sharing multiple-employer defined benefit pension plans that (1) is not a state or local 
governmental pension plan, (2) is used to provide defined benefit pensions both to employees of state or local 
governmental employers and to employees of employers that are not state or local governmental employers, 
and (3) has no predominant state or local governmental employer. This statement is effective for periods 
beginning after December 15, 2015. The adoption of this standard did not have any material impact to the 
Port’s financial statements. 
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In December 2015, the GASB issued Statement No. 79, Certain External Investment Pools and Pool 
Participants. This statement establishes criteria for an external investment pool to qualify for making the 
election to measure all of its investments at amortized cost. This statement is effective for periods beginning 
after June 15, 2015, except for certain provisions on portfolio quality, custodial credit risk, and shadow 
pricing. Those provisions are effective for periods beginning after December 15, 2015. This standard did not 
apply to the Port. 

In January 2016, the GASB issued Statement No. 80, Blending Requirements for Certain Component Units—an 
amendment of GASB Statement No.14. This Statement amends the blending requirements for the financial 
statement presentation of component units of all state and local governments. The additional criterion 
requires blending of a component unit incorporated as a not-for-profit corporation in which the primary 
government is the sole corporate member. This statement is effective for periods beginning after June 15, 
2016. The Port is currently evaluating the impact of the adoption of this standard on its financial statements. 

In March 2016, the GASB issued Statement No. 81, Irrevocable Split-Interest Agreements. This Statement 
requires that a government that receives resources pursuant to an irrevocable split-interest agreement 
recognize assets, liabilities, and deferred inflows of resources at the inception of the agreement. Furthermore, 
this Statement requires that a government recognizes assets representing its beneficial interests in 
irrevocable split-interest agreements that are administered by a third party, if the government controls the 
present service capacity of the beneficial interests. This Statement also requires that a government recognize 
revenue when the resources become applicable to the reporting period. This statement is effective for periods 
beginning after December 15, 2016. The Port is currently evaluating the impact of the adoption of this 
standard on its financial statements.  

In March 2016, the GASB issued Statement No.82, Pension Issues—an amendment of GASB Statements No. 
67, No. 68, and No.73. This Statement addresses issues regarding (1) the presentation of payroll-related 
measures in required supplementary information, (2) the selection of assumptions and the treatment of 
deviations from the guidance in an Actuarial Standard of Practice for financial reporting purposes, and (3) the 
classification of payments made by employers to satisfy employee (plan member) contribution requirements. 
This statement is effective for periods beginning after June 15, 2017. The Port is currently evaluating the 
impact of the adoption of this standard on its financial statements. 

In November 2016, the GASB issued Statement No. 83, Certain Asset Retirement Obligations. This Statement 
addresses accounting and financial reporting for certain asset retirement obligations (“AROs”). This 
Statement establishes criteria for determining the timing and pattern of recognition of a liability and a 
corresponding deferred outflow of resources for AROs. This statement is effective for periods beginning after 
June 15, 2018. The Port is currently evaluating the impact of the adoption of this standard on its financial 
statements. 

Restatement—In June 2012, the GASB issued Statement No. 68, Accounting and Financial Reporting for 
Pensions—an amendment of GASB Statement No. 27. This statement replaces Statement No. 27, Accounting 
for Pensions by State and Local Governmental Employers, and Statement No. 50, Pension Disclosures. This 
statement revises and establishes new financial reporting requirements for governments participating in 
single-employer and multiple-employer defined benefit pension plans, cost-sharing plans and defined 
contribution plans. This statement requires governments providing defined benefit pensions to recognize its 
long-term obligation for pension benefits as a liability for the first time. Changes in the net pension asset and 
liability are recorded in the period incurred, as pension expense, or as deferred outflows of resources, or 
deferred inflows of resources, depending on the nature of the change. Differences between projected and 
actual earnings on pension plan investments are amortized over five years. Changes as a result of differences 
between expected and actual experience, and changes in actuarial assumptions for all plan types, as well as 
changes in proportion and differences between Port’s contributions and its proportionate share of 
contributions related to multiple-employer cost-sharing plans are amortized over the weighted average 
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remaining service lives of all participants. The amortized amount is recognized as a component of pension 
expense beginning with the period in which they are incurred.  

In November 2013, the GASB issued Statement No. 71, Pension Transition for Contributions Made Subsequent 
to the Measurement Date—an amendment of GASB Statement No. 68. This statement amends Statement No. 
68 to require that, at transition, a government recognizes a beginning deferred outflow of resources for its 
pension contributions, if any, made subsequent to the measurement date of the beginning net pension 
liability.  

The Port adopted both statements retroactively by restating the financial statements for all periods presented. 
The beginning balance of net position was reduced by $92,820,000 and restated as of January 1, 2013 for the 
following: (1) removal of $828,000 of pension asset related to the Warehousemen’s Pension Plan previously 
reported under Statement No. 27, (2) recognition of net pension liabilities of $89,372,000 and $12,064,000 
related to the multiple-employer cost-sharing plans that the Port participates in the Washington State 
Retirement System and the Warehousemen’s Pension Plan, respectively, (3) recognition of net pension assets 
of $4,717,000 related to the multiple-employer cost-sharing plans that the Port participates in the 
Washington State Retirement System, and (4) recognition of $4,727,000 in deferred outflow of resources 
related to the additional contribution to the multiple-employer cost-sharing plans that the Port participates in 
the Washington State Retirement System under Statement No. 71.  

The required disclosures for the multiple-employer cost-sharing plans that the Port participates in the 
Washington State Retirement System and the Warehousemen’s Pension Plan can be found in Note 8 and Note 
15, respectively, in the accompanying notes to the financial statements and the related required 
supplementary information. 

The following table shows the restated balances within the financial statements (in thousands):  

As previously Effect of As
reported restatement restated

2014 ENTERPRISE FUND

STATEMENT OF NET POSITION 
CURRENT ASSETS:
  Prepayments and other current assets 16,397$          376$                 16,773$          

LONG-TERM ASSETS:
  Other long-term assets 14,294             (1,481)              12,813             
  Net pension asset 14,696             14,696             

DEFERRED OUTFLOWS OF RESOURCES:
  Deferred charges on net pension asset and liability 6,916               6,916               

LONG-TERM LIABILITIES:
  Net pension liability 74,585             74,585             

DEFERRED INFLOWS OF RESOURCES:
  Deferred credits on net pension assets and liability 35,320             35,320             

NET POSITION:                         
  Restricted for:
    Grants and other 1,883               6,238               8,121               
  Unrestricted 506,422          (95,636)           410,786          

(Continued)
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As previously Effect of As
reported restatement restated

2014 ENTERPRISE FUND

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION 
OPERATING REVENUES:
  Operating grants and contract revenues 747                 (449)                298                 

OPERATING EXPENSES:
  Operations and maintenance 229,323         (1,031)            228,292         
  Administration 56,794           (83)                  56,711           
  Law enforcement 23,217           (1,920)            21,297           

NONOPERATING INCOME (EXPENSE):
  Other (expense) income—net 1,272              837                 2,109              

TOTAL NET POSITION:
  Beginning of year 3,048,535     (92,820)          2,955,715     

(Concluded)

 

Reclassifications and Presentation—Certain reclassifications of prior years’ balances have been made to 
conform with the current year presentations. Such reclassifications did not affect the total increase in net 
position or total current or long-term assets or liabilities.  

NOTE 2. DEPOSITS WITH FINANCIAL INSTITUTIONS AND INVESTMENTS 

Deposits—All deposits are covered by insurance provided by the Federal Deposit Insurance Corporation 
(“FDIC”), and deposits in excess of FDIC coverage are protected under the Public Deposit Protection 
Commission (“PDPC”) of the State of Washington collateral pool program. The PDPC is a statutory authority 
under Chapter 39.58 RCW. It constitutes a multiple financial institution collateral pool that can make pro rata 
assessments from all qualified public depositories within the State. Per State statute, all uninsured public 
deposits are collateralized at no less than 50%. Therefore, in accordance with GASB, Codification of 
Governmental Accounting and Financial Reporting Standards, Section 150.110, PDPC protection is of the 
nature of collateral, not of insurance. Pledged securities under the PDPC collateral pool are held under the 
control of the PDPC for the protection of the pool.

Investments—Statutes authorize the Port to invest in savings or time accounts in designated qualified public 
depositories or in certificates, notes, or bonds of the United States (“U.S.”) government. The Port is also 
authorized to invest in other obligations of the U.S. or its agencies or of any corporation wholly owned by the 
government of the U.S., or U.S. dollar denominated bonds, notes, or other obligations that are issued or 
guaranteed by supranational institutions, provided that, at the time of investment, the institution has the 
United States government as its largest shareholder. Statutes also authorize the Port to invest in bankers’ 
acceptances purchased on the secondary market, in Federal Home Loan Bank notes and bonds, Federal Farm 
Credit Banks consolidated notes and bonds, Federal Home Loan Mortgage Corporation bonds and notes, and 
Federal National Mortgage Association notes, bonds, debentures and guaranteed certificates of participation 
or the obligations of any other U.S. government-sponsored corporation whose obligations are or may become 
eligible as collateral for advances to member banks as determined by the board of governors of the Federal 
Reserve System. The Port can also invest in commercial paper and corporate notes, provided both adhere to 
the investment policies, procedures and guidelines established by the Washington State Investment Board  
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(“WSIB”), certificates of deposit with qualified public depositories, local and state general obligations, and 
revenue bonds issued by Washington State governments that are rated at least “A” by a nationally recognized 
rating agency.  

The Port’s investment policy limits the maximum maturity of any investment security purchased to ten years 
from the settlement date. The Port’s investment policy allows for 100% of the portfolio to be invested in U.S. 
government Treasury bills, certificates, notes, and bonds. The Port’s investment policy limits investments in 
U.S. government agency securities to 60%, agency mortgage-backed securities to 10%, certificates of deposit 
to 15% but no more than 5% per issuer, bankers’ acceptances to 20% but no more than 5% per bank, 
commercial paper to 20% but no more than 3% per issuer, overnight repurchase agreements to 15%, term 
only repurchase agreements to 25%, reverse repurchase agreements to 5%, agency discount notes to 20%, 
and municipal securities to 20% of the portfolio with no more than 5% per issuer. Bankers’ acceptances can 
only be purchased on the secondary market and are limited to the largest 50 world banks listed each July in 
the American Banker. These banks must meet tier one and tier two capital standards. Commercial paper must 
be purchased on the secondary market, rated no lower than A1/P1, and meet WSIB guidelines. Additionally, 
the Port is allowed to purchase the following agency mortgage backed securities: (1) collateralized mortgage 
pools having a stated final maturity not exceeding the maturity limits of the Port’s investment policy, and (2) 
planned amortization and sequential pay classes of collateralized mortgage obligations collateralized by 15-
year agency-issued pooled mortgage securities and having a stated final maturity not exceeding the maturity 
limits of the Port’s investment policy. 

The Port’s investment policy allows for repurchase and reverse repurchase agreements with maturities of 60 
days or less. The investment policy requires that securities collateralizing repurchase agreements must be 
marked to market daily and have a market value of at least 102% of the cost of the repurchase agreements 
having maturities less than 30 days and 105% for those having maturities that exceed 30 days. For reverse 
repurchase agreements, when used for yield enhancement rather than cash management purposes, only 
“matched book” transactions will be utilized. This means that the maturity date of the acquired security is 
identical to the end date of the reverse repurchase transaction. Reverse repurchase agreements will only be 
executed with Primary Government Bond Dealers. 

Fair Value Measurement and Application—The Port categorizes its fair value measurements within the fair 
value hierarchy established by generally accepted accounting principles. The hierarchy is based on the 
valuation inputs used to measure the fair value of the asset. Level 1 inputs are quoted prices in active markets 
for identical assets; Level 2 inputs are significant other observable inputs; Level 3 inputs are significant 
unobservable inputs.  

The Port used the following valuation techniques in its fair value measurement. Investment securities 
classified in Level 1 were valued using prices quoted in active markets for identical securities, and Level 2 
were valued using prices determined by the use of quoted prices for similar assets or liabilities in active 
markets. The Port did not have any Level 3 investments. Additionally, as of December 31, 2016 and 2015, the 
Port’s investment pool held repurchase agreements (interest-earning investment contracts), and the Fuel 
Hydrant Investment Pool held a money market fund; none of which were subject to fair value application. 

Investment Portfolio—As of December 31, 2016 and 2015, restricted investments—bond funds and other were 
$463,565,000 and $513,148,000, respectively. These are primarily unspent bonds proceeds designated for 
capital improvements to the Port's facilities and for debt service reserve fund requirements. Others include 
cash receipts from PFCs, CFCs and lease securities. 
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The tables below identify the types and concentration of investments by issuer, and maturities of the Port’s 
investment pool as of December 31 (in thousands). Investments of bond proceeds held in trust are not 
included in the tables. As of December 31, 2016 and 2015, the Port’s investment pool had 5.7% and 1.3%, 
respectively, of the portfolio invested in repurchase agreements, collateralized with securities backed by the 
full faith and credit of the U.S. Government, and the remainder of the pool is invested in “AAA” and “AA+” 
rated U.S. Government agencies, treasury securities, and municipal bonds.  

Maturities (in Years) Percentage 
Fair Less More of total

Investment type value than 1 1–3 than 3 portfolio

2016
Repurchase agreements * 58,751$          58,751$      $                $               5.7 %          

Level 1 
U.S. Treasury Notes 285,306          265,314     19,992       27.6          
Level 2
Federal agencies securities:
  Federal Farm Credit Banks 200,171          29,354       45,818       124,999     19.4          
  Federal Home Loan Bank 180,892          77,872       28,994       74,026       17.5          
  Federal Home Loan Mortgage 

Corporation 185,299          54,995       9,997          120,307     17.9          
  Federal National Mortgage

Association 116,531          24,963       30,330       61,238       11.3          
Municipal Bonds 5,667               5,667                                              0.6            
           Total portfolio 1,032,617$    516,916$   135,131$   380,570$   100.0 %      
Accrued interest receivable 3,010               
Total cash, cash equivalents and

investments 1,035,627$    

Percentage of total portfolio 100.0 %             50.1 %           13.1 %           36.8 %           

2015
Repurchase agreements * 16,259$          16,259$      $                $               1.3 %          

Level 1
U.S. Treasury Notes 464,656          149,907     314,749     37.3          
Level 2
Federal agencies securities:
  Federal Farm Credit Banks 242,275          84,654       59,262       98,359       19.5          
  Federal Home Loan Bank 177,563          87,749       40,357       49,457       14.3          
  Federal Home Loan Mortgage 

Corporation 195,641          114,658     80,983       15.7          
  Federal National Mortgage

Association 142,678          29,899       55,183       57,596       11.4          
Municipal Bonds 5,879                                 5,879                            0.5            
           Total portfolio 1,244,951$    368,468$   590,088$   286,395$   100.0 %      
Accrued interest receivable 2,438               
Total cash, cash equivalents and

investments 1,247,389$    

Percentage of total portfolio 100.0 %             29.6 %           47.4 %           23.0 %           
 

* Includes $2,020,000 and $559,000 of cash as of December 31, 2016 and 2015, respectively. 
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Investment Authorized by Debt Agreements—Investment of debt proceeds held by bond trustees are 
governed by provisions of the debt agreements and subject to compliance with State law. In May 2003, the 
Port issued Fuel Hydrant Special Facility Revenue Bonds in the amount of $121,140,000 to pay for all or a 
portion of the costs of the acquisition, design, and construction by the Port of jet aircraft fuel storage and 
delivery facilities at the Airport. These bonds were fully refunded by the Series 2013 Fuel Hydrant Special 
Facility Revenue Refunding Bonds in June 2013. The fuel hydrant facility financing is administered by Wells 
Fargo Bank Northwest, National Association (“Trustee”).  

The tables below identify the types and concentration of investments by issuer, and maturities of the Fuel 
Hydrant Investment Pool (in thousands). As of December 31, 2016 and 2015, 31.4% and 47.6%, respectively, 
of the Fuel Hydrant Investment Pool were invested in Rule 2a7 qualified Wells Fargo Government Money 
Market Fund – Institutional Class (“WFGMMF”) Fund with security holdings having maturity limits no longer 
than 13 months. The WFGMMF Fund holds securities authorized by the statutes, which means at least 80% of 
the investments are invested in U.S. Government obligations, including repurchase agreements collateralized 
by U.S. Government obligations. The remainder of the WFGMMF Fund was invested in “AAA” rated high-
quality short-term money market instruments. The balance of the Fuel Hydrant Investment Pool was invested 
in U.S. Treasury Notes and “AAA” and “AA+” rated U.S. Government agency securities. A portion of the 
proceeds from the Fuel Hydrant bonds, along with monthly facilities rent, are held by the Trustee in order to 
satisfy the debt service reserve fund requirement, to make debt service payments, and to pay Trustee and 
other bond-related fees.  

Maturities (in Years) Percentage 
Fair Less More of total

Investment type value than 1 1–3 than 3 portfolio

2016
Wells Fargo Government

Institutional Money Market Fund 2,955$             2,955$        $                $               31.4 %        

Level 1 
U.S. Treasury Notes 3,000               3,000                            31.9          
Level 2
Federal agencies securities:
  Federal Home Loan Bank 1,959               994             965             20.8          
  Federal National Mortgage

Association 1,490                                                   1,490          15.9          
           Total portfolio 9,404$             5,955$       994$           2,455$       100.0 %      
Accrued interest receivable 18                     
Total cash, cash equivalents and

investments 9,422$             
Percentage of total portfolio 100.0 %             63.3 %           10.6 %           26.1 %           

(Continued)
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Maturities (in Years) Percentage 
Fair Less More of total

Investment type value than 1 1–3 than 3 portfolio

2015
Wells Fargo Government

Institutional Money Market Fund 4,527$             4,527$        $                $               47.6 %        

Level 1 
U.S. Treasury Notes 4,992               2,000          2,992                            52.4          
Level 2
Federal agencies securities:
  Federal Home Loan Bank 
  Federal National Mortgage

Association                                                                                              
           Total portfolio 9,519$             6,527$       2,992$        $               100.0 %      
Accrued interest receivable 9                       
Total cash, cash equivalents and

investments 9,528$             
Percentage of total portfolio 100.0 %             68.6 %           31.4 %           %

(Concluded)

 

Interest Rate Risk—Interest rate risk is the risk that an investment’s fair value decreases as market interest 
rates rise. The Port manages its exposure to this risk by setting maturity limits and duration targets in its 
investment policy. The investment pool is managed similarly to a short-term fixed income fund. The modified 
duration of the portfolio, by policy, has a 2.0 target plus or minus 50 basis points (2.0 is an approximate 
average life of 27 months). For 2016 and 2015, the modified duration of the portfolio was approximately 2.3 
and 2.1, respectively. Securities in the portfolio cannot have a maturity longer than ten years from the 
settlement date.  

As of December 31, 2016 and 2015, the modified duration of the Fuel Hydrant Investment Pool were 
approximately 1.3 and 0.3, respectively. As of December 31, 2016 and 2015, $2,955,000 and $4,527,000, 
respectively, of the Fuel Hydrant Investment Pool was invested in the WFGMMF Fund, was uninsured, and was 
registered in the name of the Trustee. 

Custodial Credit Risk—Custodial credit risk is the risk that, in the event of the failure of the counter-party, the 
Port will not be able to recover the value of its investments or collateral securities that are in the possession 
of an outside party. To mitigate this risk, the Port’s investment policy requires all security transactions, 
including repurchase agreements, are settled on a delivery versus payment basis. This means that payment is 
made simultaneously with the receipt of the securities. The securities are delivered to the Port’s safekeeping 
bank. 
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NOTE 3. CAPITAL ASSETS 

Capital assets consist of the following at December 31 (in thousands): 

Beginning Ending
balance Additions Retirements balance

2016
Capital assets, not being depreciated:
  Land and air rights 2,008,635$   995$               (8,711)$          2,000,919$   
  Art collections and others 9,017                                                          9,017              
           Total 2,017,652     995                 (8,711)            2,009,936     

Capital assets being depreciated:
  Facilities and improvements 5,048,584     55,193           (8,201)            5,095,576     
  Equipment, furniture, and fixtures 434,486         21,316           (5,382)            450,420         
           Total 5,483,070     76,509           (13,583)          5,545,996     

Total capital assets 7,500,722     77,504           (22,294)          7,555,932     

Less accumulated depreciation for:
  Facilities and improvements (1,864,476)    (136,117)       4,598              (1,995,995)    
  Equipment, furniture, and fixtures (244,007)       (28,219)          4,805              (267,421)       
           Total (2,108,483)    (164,336)       9,403              (2,263,416)    

Construction work in progress 115,959         184,734         (87,258)          213,435         

Total capital assets—net 5,508,198$   97,902$         (100,149)$     5,505,951$   

2015
Capital assets, not being depreciated:
  Land and air rights 2,023,040$   2,578$            (16,983)$        2,008,635$   
  Art collections and others 9,017                                                          9,017              
           Total 2,032,057     2,578              (16,983)          2,017,652     

Capital assets being depreciated:
  Facilities and improvements 4,930,136     153,097         (34,649)          5,048,584     
  Equipment, furniture, and fixtures 415,923         30,787           (12,224)          434,486         
           Total 5,346,059     183,884         (46,873)          5,483,070     

Total capital assets 7,378,116     186,462         (63,856)          7,500,722     

Less accumulated depreciation for:
  Facilities and improvements (1,752,785)    (136,591)       24,900           (1,864,476)    
  Equipment, furniture, and fixtures (229,169)       (26,747)          11,909           (244,007)       
           Total (1,981,954)    (163,338)       36,809           (2,108,483)    

Construction work in progress 105,238         195,939         (185,218)       115,959         

Total capital assets—net 5,501,400$   219,063$       (212,265)$     5,508,198$   
 

For the years ended December 31, 2016 and 2015, net loss on sale and disposition of capital assets of 
$9,062,000 and $22,894,000, respectively, were recorded in nonoperating other (expense) income—net in the 
Statement of Revenues, Expenses, and Changes in Net Position. In 2016, the Aviation Division, Maritime 
Division and Economic Development Division recognized losses of $2,433,000, $198,000, and $6,448,000, 
respectively, from the demolition, retirement and sale of capital assets. A significant loss in the Aviation 
Division was related to the retirement of a heating, ventilation and air-conditioning system in Concourse A of 
$1,248,000. Other notable losses were in the Economic Development Division which included a $4,602,000 
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loss on the sale of the remaining portion of the Eastside Rail Corridor (the “Corridor”) located in the 
Snohomish County and a $1,406,000 loss on the retirement of the Odyssey Museum tenant improvements with 
the expansion of the cruise terminal and event center facilities at Pier 66.  

In 2015, the Aviation Division, Maritime Division, and Economic Development Division recognized net losses 
(gains) of $22,931,000, $(88,000), and $176,000, respectively, from the demolition, retirement and sale of 
capital assets. The most significant losses were in the Aviation Division related to panel replacements for the 
Center Runway of $8,612,000 and a $13,332,000 loss on sale of property to the City of SeaTac for use in its 
Connecting 28th/24th Avenue South Project. The same site was also identified by WSDOT as the interchange 
site for the future SR 509 extension to I-5. The sale of this property will improve the traffic access to the 
Airport from the south, with improved road services from the Des Moines Creek Business Park and other Port 
properties in the cities of Des Moines and SeaTac.  

The Port completed its acquisition of the 42-mile Corridor from BNSF Railway in December 2009, as a key first 
step to preserve it in public ownership. The Corridor included an active freight segment (the “Freight 
Segment”) and a railbanked segment (the “Southern Segment”). To maximize the Corridor’s benefit to the 
entire region, the Port partnered with several local regional agencies to share the purchase and public 
ownership of the Southern Segment, subject to a Memorandum of Understanding dated November 5, 2009. 

During 2010, a portion of the Southern Segment was sold to the City of Redmond for $10,000,000 and an 
easement over the Corridor was sold to Puget Sound Energy for $13,753,000. During 2012, a portion of the 
Southern Segment along with a transportation easement over the remaining Port-owned portion of the 
Southern Segment was sold to Sound Transit for $13,752,000. Another portion of the Southern Segment was 
sold to the City of Kirkland in 2012 for $5,000,000. During 2013, the remaining portion of the Southern 
Segment along with an easement over portions of the Freight Segment was sold to King County for 
$13,897,000, net of the $1,903,000 paid by King County in 2009 for a multipurpose easement. During 2014, 
the Port sold a portion of the Freight Segment (within Woodinville Corporate Limits and Bothell Corporate 
Limits) to the City of Woodinville. The sale closed in November 2015 for $1,100,000. No gain or loss was 
recorded on this sale. In March 2016, the Port completed the sale of the remaining portions of the Corridor 
and any improvements located in Snohomish County, including the Snohomish River Bridge to Snohomish 
County for $3,500,000. The Port recorded a loss on the sale of these capital assets of $4,602,000 in 2016. 

In January 2015, the Port agreed to sell cranes, No. 70, 71, and 72, and the related spare parts to SSA 
Terminals, LLC and SSA Containers, Inc., the current tenant at Terminal 18, pursuant to the terms of the Third 
Amendment to the Crane Agreement. On January 1, 2016, the Port granted the NWSA a license for its 
exclusive use, operation and management of certain facilities, including the collection of revenues while 
ownership of the licensed facilities remains with the Port. On February 7, 2017, the Managing Members of the 
NWSA adopted a resolution declaring the cranes and related spare parts surplus for the Port’s purposes and 
authorized the sale in accordance with the terms of the agreement entered in 2015. The Port estimates a loss 
of $1,100,000 will be reported on the sale of these capital assets in 2017, along with the Port’s 50% share of 
the associated sales tax. 
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NOTE 4. ACCOUNTING FOR LEASES 

The Port enters into operating leases with tenants for the use of properties, including Maritime Division cruise 
terminals and maritime portfolio, Aviation Division space and land rentals with minimum annual guarantees, 
and Economic Development Division commercial and industrial properties. As the leased properties involved 
are in part used by internal Port operations, it is not reasonably determinable to segregate the value of the 
assets associated with producing minimum rental income from the value of the assets associated with an 
entire facility. For the years ended December 31, 2016, 2015, and 2014, the Port recognized contingent rent of 
$280,620,000, $265,570,000, and $260,343,000, respectively. Under certain lease agreements, contingent 
rent, which comes primarily from concessions and airline agreements, provides for an additional payment to 
the Port beyond the fixed rent. Contingent rent is based on the tenant’s operations, including but not limited 
to usage, revenues, or volumes.  

Minimum future rental income on noncancelable operating leases on Maritime terminals, Airport facilities 
and Economic Development properties for the years ended December 31 are as follows (in thousands): 

2017 99,544$          
2018 78,127            
2019 71,019            
2020 61,638            
2021 55,869            
Thereafter 270,400          
    Total 636,597$        

Effective June 2003, the Port entered into a lease agreement with SeaTac Fuel Facilities LLC in a fuel system 
lease whereby the members are some of the commercial air carriers currently operating at the Airport. The 
lessee payments of facilities rent are made directly to a trustee in the amounts and at the times required to 
pay the principal and premium, if any, and interest on the Special Facility Revenue Bonds issued to pay for all 
or a portion of the costs of the acquisition, design, and construction by the Port of jet aircraft fuel storage and 
delivery facilities at the Airport. The fuel system is intended to be the exclusive system for storage and 
delivery to commercial air carriers of jet aircraft fuel at the Airport. The lease, which represents an 
unconditional obligation of the lessee, extends until the later of July 31, 2033, or the repayment of the bonds. 
SeaTac Fuel Facilities LLC was created by a consortium of airlines operating at the Airport for the purpose of 
entering the lease and managing the fuel hydrant system. The future rental income is based on debt service 
requirements which are as follows: $7,024,000 for 2017, $7,023,000 for 2018, $7,022,000 for 2019, 
$7,022,000 for 2020, $7,022,000 for 2021, and $75,903,000 for the years thereafter; these amounts are not 
included in the schedule above. All special facility lease revenues are restricted and are to be used solely for 
debt service on the bonds and not for Port operations.  
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NOTE 5. LONG-TERM DEBT 

The Port’s long-term debt outstanding as of December 31, 2016 consists of the following (in thousands): 

Principal 
payments

Bond type Coupon Maturity Beginning and Ending
(by Bond issue) rates (%) dates balance refundings Issuance balance

Revenue bonds:
  First lien:
    Series 2003 A 5.25 2019–2021 36,600$          $                $               36,600$         
    Series 2004 5.75 2017 1,945              1,030          915                 
    Series 2007 A 3.75–5 2016 27,880           27,880                             
    Series 2007 B 4.05–5 2016 154,820         154,820                           
    Series 2009 A 5.25 2027–2028 20,705           20,705           
    Series 2009 B-1 5.74–7.264 2017–2036 273,635         1,980          271,655         
    Series 2009 B-2 0 * 2025–2031 22,000           22,000           
    Series 2011 A 4 2017 4,115              2,005          2,110              
    Series 2011 B 5 2017–2026 88,380           4,700                            83,680           
    Series 2016 A 3–5 2017–2019 19,565       19,565           
    Series 2016 B 3–5 2019–2032 124,380     124,380         
    Series 2016 C 1–3.32 2017–2032                                         6,180          6,180              
           Total 630,080         192,415     150,125     587,790         

  Intermediate lien:
    Series 2005 C 5 2016 8,170              8,170                                
    Series 2006 4.75–5 2016 124,625         124,625                           
    Series 2010 A 4 2017 2,160              1,060          1,100              
    Series 2010 B 4–5 2017–2040 215,380         4,485          210,895         
    Series 2010 C 5 2017–2024 126,660         11,470       115,190         
    Series 2012 A 3–5 2017–2033 333,170         9,755          323,415         
    Series 2012 B 3–5 2017–2024 138,455         13,020       125,435         
    Series 2012 C 2.062 2017 23,010           15,960       7,050              
    Series 2013 4.5–5 2022–2029 127,155         127,155         
    Series 2015 A 3–5 2018–2040 72,010           72,010           
    Series 2015 B 5 2017–2035 284,440         12,435       272,005         
    Series 2015 C 5 2017–2040 226,275         800             225,475         
    Series 2016 4–5 2025–2030                                         99,095       99,095           
           Total 1,681,510     201,780     99,095       1,578,825     

Subordinate lien:             
    Series 1997 0.73 ** 2022 72,055           7,115          64,940           
    Series 1999 A 5.5 2017–2020 56,255           3,080          53,175           
    Series 2008 0.73 ** 2033 192,725         8,230          184,495         
Commercial 
   paper 0.7 2017 38,655           9,000                            29,655           
           Total 359,690         27,425                         332,265         
Revenue bond totals 2,671,280$   421,620$   249,220$   2,498,880$   

(Continued)
* Capital Appreciation Bonds have a zero coupon rate. The approximate maximum yield to maturity is 7.4%. 
** Variable interest rates as of December 31, 2016. 

50

A-39



Principal 
payments

Bond type Coupon Maturity Beginning and Ending
(by Bond issue) rates (%) dates balance refundings Issuance balance

General obligation bonds:
  Series 2004 C 5.25 2017–2019 12,640$         2,925$        $               9,715$           
  Series 2011 5.25–5.75 2017–2025 54,000           4,335          49,665           
  Series 2013 A 4–5 2021–2023 27,630           27,630           
  Series 2013 B 0.92–2.77 2017–2025 54,275           9,865          44,410           
  Series 2015 4–5 2017–2040 156,990         4,790                            152,200         
           Total 305,535         21,915                         283,620         

Passenger facility charge 
  revenue bonds:
  Series 1998 A 5.5 2019 31,020           31,020           
  Series 2010 A 5 2017–2023 79,770           79,770           
  Series 2010 B 5 2016 12,450           12,450                                               
           Total 123,240         12,450                         110,790         

Fuel Hydrant special 
  facility revenue bonds:
  Series 2013 3.45–5 2017–2033 82,640           3,180                            79,460           
           Total 82,640           3,180                            79,460           

Bond totals 3,182,695     459,165     249,220     2,972,750     

Unamortized bond premium (discount)—net 178,786         203,434         

Total debt 3,361,481     3,176,184     

Less current maturities of long-term debt
  First lien revenue bonds (16,870)          (19,090)          
  Intermediate lien revenue bonds (74,410)          (68,430)          
  Subordinate lien revenue bonds (41,735)          (41,900)          
  General obligation bonds (21,915)          (22,605)          
  Passenger facility charge revenue bonds (12,450)          (13,220)          
  Fuel Hydrant special facility revenue bonds (3,180)            (3,325)            
           Total current maturities of long-term debt (170,560)       (168,570)       

Long-term debt 3,190,921$   3,007,614$   

(Concluded)

 

Revenue Bonds— Revenue Bonds are payable from and secured solely by a pledge of net revenues of the Port as 
defined in the Port’s bond resolutions. The pledge of net revenues is broadly applied, but certain revenues that 
are separately pledged or restricted from availability to pay revenue bond debt service are excluded; examples 
include PFCs, CFCs, SeaTac fuel facility rent, and Stormwater Utility revenue. The Port has established a lien 
upon net revenues, consisting of a First Lien, Intermediate Lien, and Subordinate Lien. By Washington State 
law, the Port cannot use its tax levy to pay debt service on Revenue Bonds, but can use it to pay operating 
expenses, thereby increasing net operating revenues available to pay revenue bond debt service.  
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In August 2016, the Port issued $150,125,000 in Series 2016ABC First Lien Revenue Refunding Bonds. Series 
2016A First Lien bonds, $19,565,000, were used to partially refund the outstanding Series 2007A First Lien 
Revenue Bonds. Series 2016B and 2016C, $124,380,000 and $6,180,000, respectively, were used to fully refund 
the outstanding Series 2007B First Lien Revenue Bonds. A portion of each bond Series was also used to pay the 
costs of issuing the bonds and to contribute to the First Lien Common Reserve Fund. The bonds have coupon 
rates ranging from 1% to 5% with maturities ranging from 2017 to 2032. The interest on the Series 2016 First 
Lien Bonds is payable on April 1 and October 1 of each year, commencing on October 1, 2016. Certain maturities 
of Series 2016BC Bonds are subject to optional redemption by the Port prior to their scheduled maturities. 
Series 2016A First Lien Bonds are not subject to redemption prior to their scheduled maturities. The economic 
gain resulting from the 2007AB refunding transaction was $35,797,000, while the Port also decreased its 
aggregate debt service payments by $42,184,000 over the life of the refunding bonds. 

In August 2016, the Port also issued $99,095,000 in Series 2016 Intermediate Lien Revenue Refunding Bonds, 
which were used to fully refund the outstanding Series 2006 Intermediate Lien Revenue Refunding Bonds and 
to pay the costs of issuing the bonds. The bonds have coupon rates ranging from 4% to 5% with maturities 
ranging from 2025 to 2030. The interest on the Series 2016 Intermediate Lien Bonds is payable on February 1 
and August 1 of each year, commencing on February 1, 2017. Certain maturities of Series 2016 Intermediate 
Lien Bonds are subject to optional redemption by the Port prior to their scheduled maturities. The economic 
gain resulting from the 2006 Intermediate Lien refunding transaction was $30,566,000, while the Port also 
decreased its aggregate debt service payments by $38,322,000 over the life of the refunding bonds. 

In September 2016, the Port made early principal payments of $7,115,000 and $8,230,000 to outstanding 
Subordinate Lien Variable Rate Demand Bonds (“VRDB’s”), Series 1997 and Series 2008, respectively.  

In September 2016, the Port also made an early principal payment of $2,745,000 to the Series 2005C 
Intermediate Lien Revenue Refunding Bonds. A loss of $51,000 was recognized on the early extinguishment of 
debt and reported as nonoperating other (expense) income—net in the Statement of Revenues, Expenses, and 
Changes in Net Position. 

In August 2015, the Port issued $582,725,000 in Series 2015ABC Intermediate Lien Revenue and Refunding 
Bonds. Series 2015A, $72,010,000, and 2015C, $226,275,000, are being used to pay for or reimburse costs of 
capital improvements to Airport facilities, and to capitalize a portion of the interest on the 2015A and 2015C 
Bonds. Series 2015B, $284,440,000, were used to fully refund the Series 2005A Intermediate Lien Revenue and 
Refunding Bonds. A portion of each bond Series was also used to pay the costs of issuing the bonds and to 
contribute to the Intermediate Lien Reserve Account. The bonds have coupon rates ranging from 2% to 5% with 
maturities ranging from 2016 to 2040. The interest on the Series 2015A and Series 2015C Bonds is payable on 
April 1 and October 1 of each year, commencing on April 1, 2016. The interest on the Series 2015B Bonds is 
payable on March 1 and September 1 of each year, commencing on March 1, 2016. Certain maturities of Series 
2015ABC Bonds are subject to optional redemption prior to their scheduled maturities, and certain maturities of 
the Series 2015A and Series 2015C are also subject to mandatory sinking fund redemption. The economic gain 
resulting from the 2005A Intermediate Lien refunding transaction was $42,320,000, while the Port also 
decreased its aggregate debt service payments by $55,005,000 over the life of the refunding bonds. 

In September 2015, the Port made early principal payments of $36,775,000 and $7,990,000 to outstanding 
Subordinate Lien VRDB’s, Series 1997 and Series 2008, respectively. 

Capital Appreciation Revenue Bonds—During July 2009, the Port issued $22,000,000 in Series 2009B-2 Taxable 
Capital Appreciation Revenue Bonds. Interest on the 2009B-2 Bonds is compounded semiannually, but is 
payable only upon maturity. As of December 31, 2016 and 2015, the accreted value of the Series 2009B-2 
Taxable Capital Appreciation Revenue Bonds was $37,833,000 and $35,181,000, respectively, and the ultimate 
accreted value of $83,600,000 will be reached at final maturity in 2031. 
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Subordinate Lien Variable Rate Demand Bonds—Included in long-term debt are two Subordinate Lien 
VRDB’s, Series 1997 and Series 2008, which contain a “put” feature that allows bondholders to demand 
payment before the maturity of the debt upon proper notice to the Port’s remarketing or paying agents. 
Variable rate interest for these bonds was determined through a weekly remarketing process in which the 
remarketing agent re-sets the rate based on market supply and demand for the bonds.  

� Series 1997 VRDB—In 1997, the Port issued $108,830,000 in Series 1997 Subordinate Lien Revenue 
Bonds that have a final maturity date of September 1, 2022. The bonds are subject to mandatory 
tender for purchase and to optional redemption prior to their scheduled maturity. The proceeds of the 
issuance were used to pay a portion of the costs of acquisitions of the Port’s marine facilities and to 
pay costs of issuing the Series 1997 Bonds. The bonds bear interest at a weekly rate, and are subject 
to purchase on demand with seven days’ notice and delivery to the Port’s remarketing agent, 
currently Morgan Stanley & Co., Inc., who receives an annual fee of 0.065% of the outstanding 
principal amount of the bonds. 

On January 14, 2011, the Port entered into a letter of credit (“LOC”) reimbursement agreement with 
Bank of America in the amount of $110,082,000. In December 2015, the Port extended the LOC with 
Bank of America through January 15, 2019. The Port is required to pay a quarterly facility fee for the 
LOC at a rate of 0.39% per annum based on the size of the commitment, which as of December 31, 
2016 has decreased to $65,687,000 as the Port continues to make early principal payments on the 
bonds. If a long-term debt rating to any Subordinate Lien Parity Bonds assigned by S&P, Moody’s or 
Fitch is lowered, the facility fee will increase for credit ratings below A2/A. 

If the remarketing agent is unable to resell any bonds that are “put” within six months of the “put” 
date and the Port has not replaced the LOC or converted the bonds, the Port has a takeout agreement 
with Bank of America to convert the bonds to an installment loan payable in 10 equal semiannual 
installments and bearing an interest rate of no less than 8.5%.  

� Series 2008 VRDB—In 2008, the Port issued $200,715,000 in Series 2008 Subordinate Lien Revenue 
Refunding Bonds that has a final maturity date of July 1, 2033. The bonds are subject to mandatory 
tender for purchase and to optional redemption prior to their scheduled maturity. The proceeds of the 
issuance were used to fully refund Series 2003C Subordinate Lien Revenue Bonds and to pay the 
costs of issuing the Series 2008 Bonds. The bonds bear interest at a weekly rate, and are subject to 
purchase on demand with seven days’ notice and delivery to the Port’s remarketing agent, currently 
Morgan Stanley & Co., Inc., who receives an annual fee of 0.065% of the outstanding principal 
amount of the bonds. 

On June 1, 2013, the Port entered into a LOC agreement with Bank of Tokyo-Mitsubishi UFJ (“Bank of 
Tokyo”) in the amount of $204,212,000. In April 2016, the Port extended the LOC with Bank of Tokyo 
through June 2, 2020. The Port is required to pay a quarterly facility fee for the LOC in the amount of 
0.45% per annum based on the size of the commitment, which as of December 31, 2016 has 
decreased to $187,710,000 as principal payments have been made on the bonds. If a long-term debt 
rating to any Subordinate Lien Parity Bonds assigned by S&P, Moody’s or Fitch is lowered, the facility 
fee will increase for credit ratings below A2/A-. 

If the remarketing agent is unable to resell any bonds that are “put” within six months of the “put” 
date, the Port has a takeout agreement with Bank of Tokyo to convert the bonds to an installment 
loan payable in equal quarterly installments over a five-year period and bearing an interest rate no 
less than 8.5%.  

There were no borrowings drawn against either LOC during 2016 and 2015, and therefore there were no 
outstanding obligations to either LOC provider at December 31, 2016 and 2015. 
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Commercial Paper—The Commission authorized the sale of Subordinate Lien Revenue Notes (“commercial 
paper”) in an aggregate principal amount not to exceed $250,000,000 for the purpose of financing and 
refinancing capital improvements within the Port, for working capital, and for paying maturing revenue notes 
of the same series and/or reimbursing the credit providers for advances made. Commercial paper advances 
outstanding totaled $29,655,000 and $38,655,000 at December 31, 2016 and 2015, respectively. Commercial 
paper advances are included in current maturities of long-term debt on the Statement of Net Position. 

General Obligation Bonds—GO Bonds are limited tax general obligation of the Port. The Port has statutory 
authority to levy non-voted property taxes for general purposes and to pay debt service on its limited tax 
general obligation bonds. The Port has covenanted to make annual levies of ad valorem taxes in amounts 
sufficient, together with other legally available funds, to pay the principal of and interest on GO Bonds as they 
shall become due. GO bond holders do not have a security interest in particular revenues or assets of the Port. 

During March 2015, the Port issued $156,990,000 in Series 2015 Limited Tax GO and Refunding Bonds, which 
were used to fund the Port’s first contractual payment in the amount of $120,000,000 to WSDOT for the SR 99 
Alaskan Way Viaduct Replacement Program, partially refund the outstanding Series 2006 Limited Tax GO 
Refunding Bonds, and pay the costs of issuing the bonds. The bonds have coupon rates ranging from 4% to 5% 
with maturities ranging from 2016 to 2040. The interest on the Series 2015 GO and Refunding Bonds is payable 
on June 1 and December 1 of each year, commencing on June 1, 2015. Certain maturities of Series 2015 GO and 
Refunding Bonds are subject to optional redemption prior to their scheduled maturities. The economic gain 
resulting from the refunding was $11,030,000, while the Port also decreased its aggregate debt service 
payments by $12,760,000 over the life of the Refunding Bonds. 

In March 2017, the Port issued $127,345,000 in Series 2017 Limited Tax GO Bonds, which were used to 
reimburse the Port and provide long-term funding for the Port’s final 2016 contractual payments, totaling 
$147,700,000, to WSDOT for the SR 99 Alaskan Way Viaduct Replacement Program, and pay the costs of issuing 
the bonds. The bonds have coupon rates of 5% with maturities ranging from 2018 to 2042. The interest on the 
Series 2017 GO Bonds is payable on July 1 and January 1 of each year, commencing on July 1, 2017. Certain 
maturities of the Series 2017 GO Bonds are subject to optional redemption by the Port prior to their scheduled 
maturities. 

PFC Revenue Bonds—PFC Bonds are special fund obligations of the Port payable solely from, and secured by, a 
pledge of PFC revenues imposed by the Airport. The bond proceeds are used to finance or refinance eligible 
capital projects at the Airport. Neither the full faith and credit of the Port nor the taxing power of the Port is 
pledged for the payment of the principal of or interest on PFC Bonds. PFC Bonds are not secured by a lien on 
properties or improvements at the Airport nor by a pledge of other revenues derived by the Port.  

Fuel Hydrant Special Facility Revenue Bonds—In May 2003, the Port issued Fuel Hydrant Special Facility 
Revenue Bonds in the amount of $121,140,000 to pay for all or a portion of the costs of the acquisition, design, 
and construction by the Port of jet aircraft fuel storage and delivery facilities at the Airport. In June 2013, the 
Port issued $88,660,000 in Series 2013 Fuel Hydrant Special Facility Revenue Refunding Bonds, which were 
used to fully refund the outstanding Series 2003 Fuel Hydrant Special Facility Revenue Bonds, and to pay the 
costs of issuing the bonds.  

The Port undertook the development of the fuel system to lower the cost of fuel service at the Airport, improve 
Airport safety by reducing the need for fuel trucks to operate on the airfield, and address environmental 
concerns created by the original fuel system. This fuel hydrant facility was fully operational in 2006. The fuel 
facility is leased for 40 years (including two five-year option periods) to SeaTac Fuel Facilities LLC (“Lessee”), 
a limited liability company formed by a consortium of airlines for the purpose of providing jet fuel storage and 
distribution at the Airport. The Port owns the system and the Lessee will oversee day-to-day management. The 
Lessee is obligated to collect the fuel system fees and to make monthly rent payments including a base rent 
for the land to the Port and facilities rent to Wells Fargo Bank Northwest, National Association (“Trustee”). 
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Facilities rent is established at an amount sufficient to pay semiannual debt service, replenish any deficiency 
in the debt service reserve fund, and pay other fees associated with the bonds, including the Trustee fee. In 
addition, the Lessee has provided a guaranty and a security agreement to the Trustee, securing the Lessee’s 
obligation to pay principal and interest on the bonds.  

Proceeds from the bonds are held by the Trustee. At December 31, 2016 and 2015, there were $9,404,000 and 
$9,519,000, respectively, of Fuel Hydrant Special Facility Revenue Bonds proceeds and rent payments held for 
debt service reserve fund and debt service payments. The unspent bond proceeds were reported as current 
restricted cash and cash equivalents and restricted long-term investments. Additional information on the 
investment of the unspent bond proceeds of the Fuel Hydrant Special Facility Revenue Bonds can be found in 
Note 2 in the accompanying notes to the financial statements.  

Fuel Hydrant Special Facility Revenue Bonds in the amount of $76,135,000 and $79,460,000, respectively, are 
included in long-term debt as of December 31, 2016 and 2015. 

Arbitrage Rebate—The Port monitors the existence of any rebatable arbitrage interest income associated with 
its tax-exempt debt. The rebate is based on the differential between the interest earnings from the investment 
of the bond proceeds and the interest expense associated with the respective bonds. Each outstanding bond 
issue has potential arbitrage rebatable earnings; however, management estimates indicated that no arbitrage 
rebate liability existed as of December 31, 2016 and 2015. 

Capitalized Interest—Interest expense costs capitalized were $4,649,000 and $3,936,000 as of December 31, 
2016 and 2015, respectively.  

Schedule of Debt Service—Aggregate annual payments on Revenue Bonds, GO Bonds, PFC Bonds, Fuel 
Hydrant Special Facility Revenue Bonds and commercial paper outstanding at December 31, 2016 are as 
follows (in thousands): 

Principal Interest Total

2017 168,570$       136,083$       304,653$       
2018 143,680         129,679         273,359         
2019 152,445         122,864         275,309         
2020 148,415         115,637         264,052         
2021 153,940         108,360         262,300         
2022–2026 779,118         445,305         1,224,423     
2027–2031 650,177         299,933         950,110         
2032–2036 623,845         99,566           723,411         
2037–2041 152,560         15,145           167,705         
    Total 2,972,750$   1,472,572$   4,445,322$   
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NOTE 6. CONDUIT DEBT 

The Port has conduit debt obligations totaling $74,725,000 at December 31, 2016 and 2015, which are not a 
liability or contingent liability of the Port. The Port has not recorded these obligations, or the related assets, 
on the accompanying financial statements, as the Port has no obligation for the outstanding bonds beyond 
what is provided in the leasing arrangements. 

Since 1982, the Port, through its blended component unit, the IDC, has issued tax-exempt nonrecourse 
revenue bonds to finance industrial development of transshipment and manufacturing facilities within the 
corporate boundaries of the Port. These revenue bonds are secured by revenues derived from the industrial 
development facilities funded by the revenue bonds and leased to the IDC. No ad valorem tax levy revenues or 
other revenues of the Port (other than the IDC lease revenues) are pledged to pay the debt service on the 
bonds, and no liens (other than the IDC properties) are pledged as collateral for the debt.  

NOTE 7. LONG-TERM LIABILITIES 

The following is a summary of the net pension liability, environmental remediation liability, bonds interest 
payable, other postemployment benefits obligation, accrued election expense, unearned revenues as well as 
lease securities and other activities which make up the Port’s long-term liabilities for the years ended 
December 31 (in thousands): 

Beginning Ending Current Long-term
balance Additions Reductions balance portion portion

2016
Net pension liability 95,548$      19,982$     (7,934)$      107,596$    $               107,596$   
Environmental 
  remediation liability 54,840        17,611       (17,363)     55,088        12,707       42,381        
Bonds interest payable 13,181        2,651         15,832        15,832        
Other postemployment
  benefits obligation 9,687          1,538         (801)            10,424        10,424        
Accrued election expense 844              1,009         (764)            1,089          1,089         
Unearned revenues 284                                (284)            
Lease securities and other 16,817        1,467         (13,178)     5,106          5,106          
     Total 191,201$   44,258$     (40,324)$   195,135$   

2015
Net pension liability 74,585$      27,027$     (6,064)$      95,548$       $               95,548$      
Environmental 
  remediation liability 59,256        11,481       (15,897)     54,840        6,411         48,429        
Bonds interest payable 10,715        2,466         13,181        13,181        
Other postemployment                    
  benefits obligation 9,478          1,013         (804)            9,687          9,687          
Accrued election expense 1,744          1,308         (2,208)        844              844             
Unearned revenues 2,489                            (2,205)        284              284             
Lease securities and other 16,194        3,343         (2,720)        16,817        16,817        
     Total 174,461$   46,638$     (29,898)$   191,201$   
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NOTE 8. ENTERPRISE FUND PENSION PLANS 

Substantially, all of the Port’s full-time and qualifying part-time employees participate in one of the following 
statewide public employee retirement plans administered by the Washington State Department of Retirement 
Systems (“DRS”). The State Legislature establishes and amends laws pertaining to the creation and 
administration of all public employee retirement systems. 

Public Employees’ Retirement System (“PERS”) 

Plan Description—PERS’ retirement benefit provisions are contained in Chapters 41.34 and 41.40 RCW. PERS 
is a cost-sharing, multiple-employer retirement system composed of three separate pension plans for 
membership purposes. PERS Plan 1 and PERS Plan 2 are defined benefit plans, and PERS Plan 3 is a defined 
benefit plan with a defined contribution component. Participants who joined PERS by September 30, 1977 are 
Plan 1 members. Plan 1 is closed to new entrants. Those joining thereafter are enrolled in Plan 2 or Plan 3. 

PERS is composed of and reported as three separate plans for accounting purposes. Plan 1 accounts for the 
defined benefits of Plan 1 members. Plan 2/3 accounts for the defined benefits of Plan 2 members and the 
defined benefit portion of benefits for Plan 3 members. Plan 3 accounts for the defined contribution portion of 
benefits for Plan 3 members. Although members can only be a member of either Plan 2 or Plan 3, the defined 
benefits of Plan 2 and Plan 3 are accounted for in the same pension trust fund. All assets of Plan 2/3 may 
legally be used to pay the defined benefits of any of the Plan 2 or Plan 3 members or beneficiaries, as the 
terms of the plans define. Therefore, Plan 2/3 is considered a single plan for accounting purposes. 

Retirement benefits are financed by employee and employer contributions and investment earnings. All plans 
provide retirement and disability benefits, annual cost-of-living adjustments, and death benefits to plan 
members and beneficiaries. Under PERS Plans, annual cost-of-living allowances are linked to the Seattle 
Consumer Price Index (“CPI”) to a maximum of 3% annually. 

Vesting—Both PERS Plans 1 and Plan 2 members are vested after the completion of 5 years of eligible service. 
Plan 3 members are vested in the defined benefit portion of their plan after 10 years of service, or after 5 years 
of service if 12 months of that service are earned after age 44, and are immediately vested in the defined 
contribution portion of their plan. 

Benefits Provided—PERS Plan 1 retirement benefits are determined as 2% of the member’s average final 
compensation (“AFC”) times the member’s years of service, capped at 60%. AFC is the average of the 
member’s 24 consecutive highest-paid service credit months. Plan 1 members are eligible for retirement from 
active status at any age after 30 years of service, at age 55 with at least 25 years of service or at age 60 with 5 
years of service. Members retiring from inactive status prior to the age of 65 may receive actuarially reduced 
benefits. 

PERS Plans 2/3 retirement benefits are determined as 2% of the member’s AFC times the member’s years of 
service for Plan 2 and 1% of the member’s AFC for Plan 3. AFC is the monthly average of the member’s 60 
consecutive highest-paid service credit months. PERS Plan 2/3 has no cap on years of service credit. 
Retirement before age 65 is considered an early retirement. PERS Plan 2/3 members who have at least 20 
years of service credit and are 55 years of age or older are eligible for early retirement with a reduced benefit. 
The benefit is reduced by a factor that varies according to age for each year before age 65. 

Contributions—Each biennium, the Washington State Pension Funding Council adopts PERS Plan 1 employer 
contribution rates, PERS Plan 2 employer and employee contribution rates, and PERS Plan 3 employer 
contribution rates. The PERS Plan 1 member contribution rate is established by statute. The PERS Plan 2/3 
employer and employee contribution rates are developed by the Office of the State Actuary (“OSA”) to fully 
fund Plan 2 and the defined benefit portion of Plan 3. The Plan 2/3 employer rates include a component to 
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address the PERS Plan 1 unfunded actuarial accrued liability. PERS Plan 3 members can choose their 
contribution from six contribution rate options ranging from 5% to 15%. Once an option has been selected, 
the employee contribution rate choice is irrevocable unless the employee changes employers. All employers 
are required to contribute at the level established by the legislature. 

The PERS Plans required contribution rates (expressed as a percentage of covered payroll), excluding an 
administrative expense of 0.18% from the employer contribution rate, for the year ended December 31, 2016 
were as follows: 

Effective date

Port Jan 1 to Dec 31 11.00 % 11.00 % 11.00 %
Plan member Jan 1 to Dec 31 6.00 6.12 varies

PERS PERS PERS 
Plan 1 Plan 2 Plan 3

 

For the year ended December 31, 2016, the Port’s employer contributions, excluding administrative expense, 
made to the PERS Plan 1, and PERS Plan 2/3 were $164,000, and $10,979,000, respectively. 

Law Enforcement Officers’ and Fire Fighters’ Retirement System (“LEOFF”) 

Plan Description—LEOFF’s retirement benefit provisions are contained in Chapters 41.26 and 41.45 RCW. 
LEOFF is a cost-sharing, multiple-employer retirement system comprised of two separate defined benefit 
pension plans for both membership and accounting purposes. Participants who joined LEOFF by 
September 30, 1977, are Plan 1 members. LEOFF Plan 1 was closed to new entrants. Those joining thereafter 
are enrolled in LEOFF Plan 2. Membership includes all full-time local law enforcement officers and fire 
fighters. 

Retirement benefits are financed from employee and employer contributions, investment earnings, and 
legislative appropriation. The legislature, by means of a special funding arrangement, appropriates money 
from the State General Fund to supplement the current service liability and fund the prior service costs of the 
LEOFF Plan 2 in accordance with the recommendations of the Pension Funding Council and the LEOFF Plan 2 
Retirement Board. This special funding situation is not mandated by the state constitution and could be 
changed by statute.  

Both plans provide retirement and disability benefits, annual cost-of-living adjustments, and death benefits to 
plan members and beneficiaries. Under LEOFF Plan 2, annual cost-of-living allowances are linked to the 
Seattle CPI to a maximum of 3% annually. 

Vesting—Both LEOFF Plans’ members are vested after completion of five years of eligible service. 

Benefits Provided—LEOFF Plan 1 retirement benefits are determined per year of service and are calculated as 
a percentage of Final Average Salary (“FAS”) as follows:  

Percentage
Terms of serivce of FAS

5 to 9 years 1.0 %                 
10 to 19 years 1.5                   
20 or more years 2.0                    

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 preceding the date of retirement. Otherwise, it is the average of the 

58

A-47



consecutive highest-paid 24 months’ salary within the last 10 years of service. Members are eligible for 
retirement with five years of service at age 50. 

LEOFF Plan 2 retirement benefits are calculated using 2% of the member’s FAS times the member’s years of 
service. FAS is the monthly average of the member’s 60 consecutive highest-paid service credit months. 
Members are eligible for retirement with a full benefit at 53 with at least five years of service credit. Members 
who retire before age 53 receive reduced benefits. If the member has at least 20 years of service and is age 50 
to 52, the reduction is 3% for each year before age 53. Otherwise, the benefits are actuarially reduced for 
each year before age 53. 

Contributions—LEOFF Plan 1 is fully funded, and no further employer or employee contributions have been 
required since June 2000. Each biennium, the LEOFF Plan 2 Retirement Board has a statutory duty to set the 
employer and employee contribution rates for LEOFF Plan 2, based on the recommendations by the OSA, to 
fully fund the LEOFF Plan 2. All employers are required to contribute at the level established by the 
legislature. 

The LEOFF Plans required contribution rates (expressed as a percentage of covered payroll), excluding an 
administrative expense of 0.18% from the employer contribution rate, for the year ended December 31, 2016 
were as follows: 

Effective date

Port Jan 1 to Dec 31 5.05 % 8.41 %
Plan member Jan 1 to Dec 31 8.41 8.41

LEOFF LEOFF
Plan 2 Plan 2

(Fire fighters) (Police officers)

 

For the year ended December 31, 2016, the Port’s employer contribution made, excluding administrative 
expense, to the LEOFF Plan 2, was $1,663,000. 

Pension Asset/Liability, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions 

At December 31, 2016, the amount recognized by the Port as its proportionate share of the net pension asset 
(liability), the related State support for LEOFF Plan 2 only, and the total portion of the net pension asset 
(liability) that was associated with the Port were as follows (in thousands): 

PERS PERS LEOFF LEOFF
Plan 1 Plan 2/3 Plan 1 Plan 2

Port's proportionate share of the
net pension (liability) asset (44,426)$      (51,569)$      761$              5,967$          

State's proportionate share of the
    net pension asset associated with the Port                                                                3,890            

           Total (44,426)$      (51,569)$      761$              9,857$           

The net pension asset (liability) was measured as of June 30, 2016, and the total pension asset (liability) used 
to calculate the net pension asset (liability) was determined by an actuarial valuation as of June 30, 2015. The 
Port’s proportion of the net pension asset (liability) was based on a projection of the Port’s long-term share of 
contributions to the pension plans relative to the projected contributions of all participating employers, and 
the State support for LEOFF Plan 2 only, actuarially determined.  
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The Port’s proportionate shares of contributions were measured at June 30 as follows:  

PERS PERS LEOFF LEOFF
Plan 1 Plan 2/3 Plan 1 Plan 2

2016 0.83 %             1.02 %             0.07 %             1.03 %             
2015 0.87               1.09               0.07               1.07               
Decrease from 2015 to 2016 (0.04)%             (0.07)%             0.00 %             (0.04)%              

For the year ended December 31, 2016, the Port recognized $595,000 of operating revenue for support 
provided by the State for LEOFF Plan 2, along with the following pension expense (in thousands): 

PERS PERS LEOFF LEOFF
Plan 1 Plan 2/3 Plan 1 Plan 2

Pension expense (50)$               7,372$          (105)$            1,534$           

At December 31, 2016, the Port reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources (in thousands): 

PERS PERS LEOFF LEOFF
Plan 1 Plan 2/3 Plan 1 Plan 2

Deferred outflows of resources
Differences between expected and 

actual experience  $                  2,746$           $                  818$              
Changes of assumptions 533                22                  
Net difference between projected and 

actual earnings on pension plan investments 1,119            6,311            77                  2,144            
Changes in proportion and 

differences between Port contributions and 
proportionate share of contributions 1,596            311                

Port contributions subsequent to 
the measurement date 2,391            3,023                                 795                

           Total deferred outflows of resources 3,510$          14,209$        77$                4,090$          

Deferred inflows of resources
Differences between expected and 

actual experience  $                  1,702$           $                   $                  
Changes of assumptions
Net difference between projected and 

actual earnings on pension plan investments
Changes in proportion and 

differences between Port contributions and 
proportionate share of contributions                      1,969                                 169                

           Total deferred inflows of resources  $                  3,671$           $                  169$               
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Deferred outflows of resources related to Port contributions made subsequent to the measurement date will 
be recognized as a reduction of the net pension liability or an increase of the net pension asset in the year 
ended December 31, 2017. Other amounts reported as deferred outflows of resources and deferred inflows of 
resources related to pensions will be amortized as pension expense as follows (in thousands): 

PERS PERS LEOFF LEOFF
Years ended December 31, Plan 1 Plan 2/3 Plan 1 Plan 2

2017 (275)$            230$              (16)$               (9)$                 
2018 (275)              37                  (16)                 (9)                   
2019 1,027            4,379            67                  1,792            
2020 642                2,869            42                  1,246            
2021                                                                106                
    Total 1,119$          7,515$          77$                3,126$           

Actuarial Assumptions—The total pension asset (liability) was determined by an actuarial valuation as of 
June 30, 2015 using the following actuarial assumptions, applied to all periods included in the measurement. 
The actuarial assumptions used in the June 30, 2015 valuation were based on the results of the OSA’s 2007-
2012 Experience Study Report. Additional assumptions for subsequent events and law changes are current as 
of 2015 actuarial valuation report. 

� Inflation—A 3% total economic inflation and a 3.75% salary inflation were used. 

� Salary increases—In addition to the base 3.75% salary inflation assumption, salaries are also 
expected to grow by promotions and longevity.  

� Mortality—Mortality rates were based on the RP-2000 Combined Healthy Table and Combined 
Disabled Table published by the Society of Actuaries. OSA applied offsets to the base table and 
recognized future improvements in mortality by projecting the mortality rates using 100% Scale BB. 
Mortality rates are applied on a generational basis, meaning members are assumed to receive 
additional mortality improvements in each future year, throughout their lifetime. 

� Investment rate of return—The long-term expected rate of return on pension plan investments was 
determined using a building-block method in which a best-estimate of expected future rates of return 
(expected returns, net of pension plan investment expense, but including inflation) are developed for 
each major asset class by the Washington State Investment Board (“WSIB”). Those expected returns 
make up one component of WSIB’s Capital Market Assumptions (“CMAs”). The CMAs contain three 
pieces of information for each class of assets the WSIB currently invests in: (1) expected annual 
return, (2) standard deviation of the annual return, and (3) correlations between the annual returns of 
each asset class with every other asset class. 

WSIB uses the CMAs and their target asset allocation to simulate future investment returns over 
various time horizons. The OSA selected a 7.5% long-term expected rate of return on pension plan 
investments. In selecting this assumption, OSA reviewed the historical experience data, considered 
the historical conditions that produced past annual investment returns, and considered CMAs and 
simulated expected returns the WSIB provided. 
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Best estimates of arithmetic real rates of return for each major asset class included in the pension 
plans’ target asset allocation as of June 30, 2016 were summarized in the following table: 

Target
Asset class allocation

Fixed income 20                  % 1.7    %
Tangible assets 5                     4.4    
Real estate 15                  5.8    
Global equity 37                  6.6    
Private equity 23                  9.6    
    Total 100                %

Long-term expected
real rate of return

 

The inflation component used to create the above table is 2.2% and represents WSIB’s most recent 
long-term estimate of broad economic inflation. 

� Discount rate—The discount rate used to measure the total pension asset (liability) was 7.5% for all 
plans. Contributions from plan members and employers are assumed to continue to be made at 
contractually required rates (including PERS Plans 2/3 employers whose rates include a component 
for the PERS Plan 1 unfunded actuarial accrued liability), and contributions from the State are made 
at current statutorily required rates. Based on those assumptions, the pension plans’ fiduciary net 
position was projected to be available to make all projected future benefit payments of current active 
and inactive employees. Therefore, the long-term expected rate of 7.5% on pension plan investments 
was applied to all periods of projected benefit payments to determine the total pension asset 
(liability). 

Sensitivity of the Port’s Proportionate Share of the Net Pension Asset (Liability) to Changes in the Discount 
Rate—The following presents the Port’s proportionate share of the net pension asset (liability) calculated 
using the discount rate of 7.5%, as well as what the Port’s proportionate share of the net pension asset 
(liability) would be if it were calculated using a plus or minus 1% of the current discount rate (in thousands): 

1% Current 1%
Decrease discount rate Increase

(6.5%) (7.5%) (8.5%)

PERS Plan 1 (53,573)$              (44,426)$              (36,554)$              
PERS Plans 2/3 (94,948)                (51,569)                26,845                  
LEOFF Plan 1 452                        761                        1,025                    
LEOFF Plan 2 (16,732)                5,967                    23,074                   

Payables to the PERS and LEOFF Plans 

At December 31, 2016, the Port reported a payable of $282,000, $369,000, and $123,000 for the outstanding 
amount of the required contributions to PERS Plan 1, PERS Plans 2/3, and LEOFF Plan 2, respectively. These 
payables were reported under payroll and taxes payable in the Statement of Net Position. 

Pension Plan Fiduciary Net Position 

The pension plans’ fiduciary net positions are determined on the same basis used by the pension plans. DRS 
financial statements have been prepared in conformity with GAAP. The retirement plans are accounted for in 
pension trust funds using the flow of economic resources measurement focus and the accrual basis of 
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accounting. Plan member contributions are recognized as revenues in the period in which contributions are 
earned. Employer contributions are recognized when they are due. Benefits and refunds are recognized when 
due and payable according to the terms of the plans. The WSIB has been authorized by statute (Chapter 
43.33A RCW) as having the investment management responsibility for the pension funds. Investments are 
reported at fair value, and unrealized gains and losses are included as investment income in the Statement of 
Changes in Fiduciary Net Position of the DRS Comprehensive Annual Financial Report. Interest and dividend 
income is recognized when earned, and capital gains and losses are recognized on a trade-date basis. 
Purchases and sales of investments are also recorded on a trade-date basis. 

Detailed information about PERS’ and LEOFF’s fiduciary net position is available in the separately issued DRS 
financial report. A copy of this report may be obtained at: 

Department of Retirement Systems 
P.O. Box 48380 
Olympia, WA 98504-8380 
www.drs.wa.gov 

NOTE 9. POSTEMPLOYMENT BENEFITS OTHER THAN PENSIONS 

In addition to pension benefits as described in Note 8, the Port provides other postemployment benefits 
(“OPEB”). 

Plan Descriptions—The Port administers and contributes to two single-employer defined benefit plans: (1) 
LEOFF Plan 1 Members’ Medical Services Plan and (2) Retirees Life Insurance Plan. Under State statute RCW 
41.26.150, the Port is required to pay for retired LEOFF Plan 1 members’ medical services expenses. Under the 
Port’s life insurance contract, eligible retired employees are provided with life insurance coverage for a death 
benefit up to $25,000. The Port can establish and amend benefit provisions of the life insurance OPEB plan. 
There are no separate OPEB plan related financial reports issued.  

Funding Policy and Annual OPEB Costs—For the LEOFF Plan 1 Members’ Medical Services Plan, the State 
establishes and may amend the contribution requirements of plan members and the Port. The contribution 
requirements of the Retirees Life Insurance Plan are established and may be amended by the Port. The Port’s 
annual OPEB cost for the current year and the related information for each plan are as follows (in thousands): 

LEOFF Plan 1 Retirees 
Members' Medical Life Insurance

Services Plan (a) Plan
Contribution rates:
     Port Pay-as-you-go Pay-as-you-go
     Plan members n/a n/a

Annual required contribution 550$                                689$                                
Interest on net OPEB obligation 288                                  100                                  
Adjustment to annual required contribution                                        (89)                                   
Annual OPEB costs 838                                  700                                  
Contribution made (475)                                (326)                                
Increase (Decrease) in net OPEB obligation 363                                  374                                  
Net OPEB obligation beginning of year 7,189                              2,498                              
Net OPEB obligation end of year 7,552$                            2,872$                             

(a) As the LEOFF Plan 1 Members’ Medical Services Plan has less than 100 plan members, the Port elected to use the 
Alternative Measurement Method to estimate the annual required contribution. 

63

A-52



The schedule of employer contributions at December 31 are as follows (in thousands): 

Years ended Annual Employer Percentage Net OPEB
December 31, OPEB costs contributions contributed obligation

LEOFF Plan 1 Members' Medical Services Plan
2016 838$           475$           56.7 %           7,552$       
2015 342             491             143.6          7,189          
2014 585             479             81.9            7,338          

Retirees Life Insurance Plan
2016 700$           326$           46.6 %           2,872$       
2015 671             313             46.6            2,498          
2014 625             308             49.3            2,140           

Funding Status—As of December 31, 2016, 2015, and 2014, using the Alternative Measurement Method, the 
actuarial accrued liability for LEOFF Plan 1 Members’ Medical Services Plan benefits was $7,552,000, 
$7,189,000, and $7,338,000, respectively, all of which was unfunded.  

For the Retirees Life Insurance Plan, the most recent actuarial valuation data and the two preceding actuarial 
valuation data with funding progress were as follows (in thousands): 

Actuarial UAAL as a
Actuarial Actuarial accrued Unfunded percentage
valuation value of liability Funded AAL Covered of covered

date assets (AAL) ratio (UAAL) payroll payroll

January 1, 2015  $          8,819$           % 8,819$           102,798$      8.6 %              
January 1, 2013 8,547             8,547             83,831           10.2             
January 1, 2011 7,613             7,613             71,108           10.7              

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and assumptions 
about the probability of occurrence of events far into the future. Examples include assumptions about future 
employment, mortality, investment rate of return, payroll growth rate and the healthcare cost trend. Amounts 
determined regarding the funded status of the plan and the annual required contributions of the employer are 
subject to continual revision as actual results are compared with past expectations and new estimates are 
made about the future.  

Actuarial Methods and Assumptions—Projections of benefits for financial reporting purposes are based on 
the substantive plan and include the types of benefits provided at the time of each valuation and the historical 
pattern of sharing of benefit costs between the employer and plan members to that point. The actuarial 
methods and assumptions used include techniques that are designed to reduce the effects of short-term 
volatility in actuarial accrued liabilities and the actuarial value of assets, consistent with the long-term 
perspective of the calculations. 

For the LEOFF Plan 1 Members’ Medical Services Plan, the following simplified assumptions were made when 
the Alternative Measurement Method was used: 

� Mortality—Life expectancies were based on mortality tables from the National Vital Statistics 
Reports, Volume 65, No. 8, November 28, 2016. The Life Table for Males: U.S. 2012 was used. 
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� Healthcare cost trend rate—The expected rate of increase in healthcare expenditure was based on 
projections of the Office of the Actuary at the Centers for Medicare and Medicaid Services. A rate of 
6.0% was used initially, but was changed slightly to an average rate of 5.8% after seven years. 

� Health insurance premiums—2017 health insurance premiums for retirees were used as the basis for 
calculation of the present value of total benefits to be paid. 

� Investment rate of return—A rate of 4% was used, which is an estimated long-term investment return 
on the investments that are expected to be used to finance the payment of benefits. 

� Inflation rate—No explicit inflation rate assumption was used as this underlying assumption was 
already included in the investment rate of return.  

Additionally, the unfunded actuarial accrued liability is not amortized as the LEOFF Plan 1 Members’ Medical 
Services Plan is closed to new entrants and all of the plan members have retired. 

For the Retirees Life Insurance Plan, as of January 1, 2015, the most recent actuarial valuation date, the 
actuarial accrued liability is determined by the independent actuary using the Projected Unit Credit actuarial 
cost method. The actuarial assumptions included a 4% investment rate of return, which is an estimated long-
term investment return on the investments that are expected to be used to finance the payment of benefits. 
No explicit inflation rate assumption was used as this underlying assumption was already included in the 
investment rate of return. The unfunded actuarial accrued liability is being amortized as a level percentage of 
projected payroll over a 30-year open period, assuming payroll growth of 3.5% per year. 

NOTE 10. ENVIRONMENTAL REMEDIATION LIABILITIES 

The Port has identified a number of contaminated sites on Aviation, Maritime, and Economic Development 
properties and facilities that must be investigated for the presence of hazardous substances and remediated 
in compliance with Federal and State environmental laws and regulations. Some Port facilities may require 
asbestos abatement, and some properties owned or operated by the Port may have unacceptable levels of 
contaminants in soil, sediments and/or groundwater. In some cases, the Port has been designated by the 
Federal government as a Potentially Responsible Party (“PRP”), and/or by the State government as a 
“Potentially Liable Person” for the investigation and cleanup of properties owned by the Port or where the 
Port may have contributed to site contamination. Although the Port may not bear ultimate liability for the 
contamination, under Federal and State law, the Port is presumptively liable as the property owner, and it is 
often practically and financially beneficial for the Port to take initial responsibility to manage and pay for the 
cleanup. In each of these matters, the Port is cooperating with the notifying agency and taking appropriate 
action with other parties to investigate and remediate environmental damage or contamination. Currently, it 
is not possible to determine the full extent of the Port’s liability in these matters. 

Lower Duwamish Waterway Superfund Site (the “Site”)—The Port is one of many PRPs at the Site and is a 
member of the Lower Duwamish Waterway Group, along with King County, the City of Seattle and the Boeing 
Company, that, among other remedial actions, funded the Remedial Investigation and Feasibility Study 
(“RI/FS”). The RI/FS study was substantially completed and the Port’s share of RI/FS costs through 2016 was 
$15,719,000. In November 2014, the Environmental Protection Agency (“EPA”) released a Record of Decision 
(“ROD”) for the Site cleanup remedy. The ROD included a cleanup cost estimate of $342 million (present value 
discounted at 2.3% based on a study completed in 2012); the current value (not discounted) is $395 
million. EPA’s current value for the remedy ranges from $277 million to $593 million. EPA acknowledged 
there is significant uncertainty as to the accuracy of this estimate. A more accurate estimate will not be 
available until after completion of an extensive sampling and design effort. This project will result in 
additional cleanup efforts as a result of future regulatory orders.  
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In November 2012, the EPA issued general notification letters to over 200 parties informing them of their 
potential liability for the Lower Duwamish Waterway cleanup. The Lower Duwamish Waterway Group, who 
were the parties to the RI/FS Administrative Order on Consent invited some of those parties to participate in a 
confidential alternative dispute resolution process led by a neutral allocator (the “allocation process”) to 
resolve their respective shares of past and future costs. As of December 31, 2016, the allocation process is 
ongoing. Parties participating in the allocation process will share the cost of the allocator and the process. 
The estimated recoveries to reduce the amount of liability are unknown at this time. As of December 31, 2016, 
the outstanding environmental remediation liability recorded for this Site was $6,798,000.  

The Port has in place a procedure consistent with current accounting rules to recognize liabilities for 
environmental cleanups, to the extent that such liabilities can be reasonably estimated. As of December 31, 
2016 and 2015, the Port’s environmental remediation liabilities were $55,088,000 and $54,840,000, 
respectively, based on reasonable and supportable assumptions, measured at current value using the 
expected cash flow technique. The Port’s environmental remediation liabilities do not include cost 
components that are not yet reasonably measurable. The Port’s environmental remediation liabilities will 
change over time due to changes in costs of goods and services, changes in remediation technology, and 
changes in governing laws and regulations. 

In many cases, the Port has successfully recovered Port-incurred investigation and cleanup costs from other 
responsible parties. The Port will continue to seek appropriate recoveries in the future. As of December 31, 
2016 and 2015, the environmental remediation liabilities were reduced by $18,016,000 and $13,818,000, 
respectively, for estimated unrealized recoveries. 

NOTE 11. CONTINGENCIES 

The Port is a defendant in various legal actions and claims. Although certain lawsuits and claims are 
significant in amount, the final dispositions are not determinable, and in the opinion of management, the 
outcome of any litigation of these matters will not have a material effect on the financial position or results of 
operations of the Port. In some cases, the Port has provided adequate contingent liability.  

Amounts received or receivable under grants-in-aid programs are subject to audit and adjustment by the 
granting agency. Any disallowed claims, including amounts already received, may constitute a liability of the 
Port. The amount, if any, of expenditures that may be disallowed cannot be determined at this time, although 
the Port expects such amounts, if any, to be insignificant. 

On January 1, 2015, the Port established a stormwater utility pursuant to RCW 53.08.040, RCW 53.08.043, and 
other statutes. The utility serves Port-owned land located within the City of Seattle (the “City”) limits as 
defined in the Port Stormwater Utility Charter approved by a resolution of the Port Commission on November 
25, 2014. In November 2016, the City and the Port entered into an Interlocal Agreement (the “ILA”) pursuant 
to Chapter 39.34 RCW and approved by the City Council and Port Commission to serve as the operating 
agreement between the two utilities. In consideration for the City’s release and settlement of all potential 
claims and other benefits to the Port that the City provided in the ILA, the Port paid the City $3,993,000 in 
December 2016. This amount was recognized as operating expense in the Statement of Revenues, Expenses, 
and Changes in Net Position. 
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NOTE 12. COMMITMENTS 

The Port has made commitments for acquisition and construction as of December 31 as follows (in 
thousands): 

2016
Funds committed:
  Aviation 160,037$            
  Economic Development 2,667
  Corporate 1,024                   
  Maritime 812                      
  Stormwater Utility 70                         
    Total 164,610$            

 

As of December 31, 2016, the Port also made commitments of $1,608,000 for acquisition and construction for 
the NWSA. However, this amount was not included in the schedule above as the Port expects to be reimbursed 
by the NWSA once construction expenditure is incurred for the NWSA.  

In addition, as of December 31, 2016, funds authorized by the Port, but not yet committed for all divisions 
amounted to $515,431,000. 

NOTE 13. JOINT VENTURE 

In August 2015, the ports of Seattle and Tacoma joined forces to unify management of marine cargo facilities 
and business to strengthen the Puget Sound gateway and attract more marine cargo and jobs to the region by 
creating the NWSA, a separate governmental entity established as a Port Development Authority, similar to 
Public Development Authorities formed by cities and counties.  

The NWSA is governed equally by the Managing Members who are acting through its home port’s elected 
commissioners. The citizens of Pierce and King Counties each elect a five-member Port Commission to govern 
the ports of Tacoma and Seattle every four years, on a staggered basis. Each home port will remain a separate 
legal entity, independently governed by its own elected commissioners. Each home port has granted the 
NWSA a license for the NWSA’s exclusive use, operation and management of certain facilities, including the 
collection of revenues. Ownership of the licensed facilities remains with the home ports, not with the NWSA. 
As of December 31, 2016, land, facilities, and equipment—net of accumulated depreciation licensed to the 
NWSA by the Port was $838,181,000. The related depreciation expense was $19,396,000 for 2016. The NWSA 
is intended to support the credit profiles of both ports, and its financial framework will preserve both home 
ports’ commitment to financial strength and fiscal stewardship. The home ports are committed to ensure 
existing bond pledges and covenants will not be negatively affected. Outstanding bonds will remain 
obligations of each individual home port. As of December 31, 2016, the Port’s total debt on licensed assets 
was $424,246,000. To maintain the rights of each home port’s existing bondholders, the charter prohibits the 
NWSA from issuing debt. The NWSA has its own annual operating budget and five-year capital investment 
plan. The home ports contribute to capital construction projects subject to the Managing Member approval. 
Capital funding does not come from working capital. 

On January 1, 2016, the NWSA became a separate legal entity to be accounted for as a joint venture. 
Accordingly, the Port transferred $12,867,000 in cash with the related assets and liabilities, primarily lease 
securities and customer advances, to the NWSA as the opening balance for the formation of the new entity. 
Additionally, the Port transferred $25,500,000 of cash for working capital, $13,500,000 of cash for capital 
construction, and $7,887,000 of construction work in progress (that started in the Port but will be completed 
by the NWSA) to the NWSA for its 50% share in the entity. The reduction of cash and construction work in  
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progress was offset by an increase in the investment in joint venture, reflected as a noncurrent asset in the 
Port’s Statement of Net Position as of January 1, 2016. During 2016, the Port’s equal share of capital 
construction expenditures was $14,570,000, of which $7,030,000 was unpaid and reported as related party 
payable—joint venture in the Port’s Statement of Net Position as of December 31, 2016. 

A summarized Statement of Net Position of the NWSA as of December 31 and its Statement of Revenues, 
Expenses, and Changes in Net Position for the year ended December 31 were as follows (in thousands):  

2016

Total assets 203,720$       
Total liabilities 72,583           
Total net position 131,137$       

Operating revenues 195,170$       
Operating expenses 79,732           
Operating income before depreciation 115,438         
Depreciation 532                  
Nonoperating income—net 8,262              
Increase in net position 123,168$       

 

A copy of the NWSA financial report may be obtained at:  

The Northwest Seaport Alliance  
P.O. Box 2985  
Tacoma, WA 98401-2985 

The home ports share the NWSA’s change in net position and distribution of operating cash equally. The Port’s 
50% share of the NWSA’s change in net position is presented in the Port’s Statement of Revenues, Expenses, 
and Changes in Net Position as joint venture income. Distribution of operating cash from the NWSA is 
generally received in the following month. The Port’s receivable for cash distributions earned through 
December 31, 2016 was $10,440,000.  

The Port’s investment in the joint venture as of December 31 was as follows (in thousands):  

2016

Working capital 25,500$       
Capital construction 28,070         
Construction work in progress 7,887           
50% share of the NWSA's changes in net position 61,584         
Distribution of operating cash (57,982)        
  Total investment in joint venture 65,059$       

 

A broad spectrum of support services such as maintenance, security, public affairs, capital development, 
procurement, labor relations, environmental planning, information technology, finance and accounting are 
provided by service agreements between the NWSA and the home ports during the start-up and transition 
period as the NWSA continues to ramp up its efforts in building the back office infrastructure and staffing 
open positions. Costs for these services are charged by the home ports to the NWSA based on agreed upon 
methodologies including direct charge and allocation. In 2016, Port provided support services to the NWSA 
totaled $8,545,000, of which $87,000 related to support services receivable outstanding as of December, 31, 
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2016. The support services receivable and the cash distribution receivable totaling $10,527,000 were 
presented as related party receivable—joint venture in the Port’s Statement of Net Position as of December 
31, 2006. 

NOTE 14. BUSINESS INFORMATION 

The Enterprise Fund’s major business activities and operations consist of Airport facilities, Maritime 
terminals, Economic Development properties, and the Stormwater Utility established and effective on January 
1, 2015 for Port-owned properties located within the City of Seattle. Indirect costs have been allocated to 
Airport facilities, Maritime terminals, and Economic Development properties using various methods based on 
estimated hours of work, expenses, full-time equivalent positions, and other factors. The Port’s operating 
revenues are derived from various sources. Aviation’s operating revenues are derived primarily from its airline 
agreements, concession agreements, and other business arrangements. Maritime’s operating revenues are 
principally derived from the leasing of Maritime terminal facilities, recreational marinas, and industrial 
fishing terminals. Economic Development’s operating revenues are primarily derived from the event centers 
as well as the leasing of commercial and industrial real estate. The Stormwater Utility’s operating revenues 
are primarily derived from collecting stormwater utility fees from tenants.  

For the year ended December 31, 2016, Stormwater Utility operating revenue was $4,751,000, of which 
$651,000 and $423,000 were from internal stormwater utility charges on vacant properties owned by the Port 
for the Maritime Division and the Economic Development Division, respectively. As such, operating revenues 
for the Stormwater Utility of $1,074,000 and the associated amount of operating expenses for the Maritime 
and Economic Development Divisions were eliminated in the Statement of Revenues, Expenses, and Changes 
in Net Position. For the year ended December 31, 2016, Stormwater Utility operating expense, depreciation 
expense and operating income before depreciation was $1,710,000, $879,000, and $3,041,000, respectively.  

Operating revenues, excluding the Stormwater Utility’s operating revenues, as reflected in the Statement of 
Revenues, Expenses, and Changes in Net Position, from the Port’s major customers for the years ended 
December 31 are as follows (in thousands): 

      2016 2015 2014
Aviation Division:
  Revenues 173,154$     161,650$     138,436$     
  Number of major customers 2                    2                    2                    

Maritime Division:
  Revenues 16,660$        19,168$        12,960$        
  Number of major customers 2                    2                    1                    

Economic Development Division:
  Revenues 1,882$          1,905$          1,674$          
  Number of major customer 1                    1                    1                    

Total:
  Revenues 191,696$     182,723$     153,070$     
  Number of major customers 5                    5                    4                    

 

Two major customers represented 28.9% of total Port’s operating revenues in 2016 and 2015 and one major 
customer represented 17.5% of total Port’s operating revenues in 2014. For Aviation, the revenues from its 
two major customers accounted for 37.2%, 38.2%, and 34.1% of total Aviation operating revenues in 2016, 
2015, and 2014, respectively. For Maritime, the revenues from its two major customers accounted for 32.8% 
and 40.6% of total Maritime operating revenues in 2016 and 2015, respectively. The revenues from one major 
customer accounted for 29.6% of total Maritime operating revenues in 2014. For Economic Development, the 
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revenues from its major customer accounted for 11.8%, 10.5%, and 10.3% of total Economic Development 
operating revenues in 2016, 2015, and 2014, respectively.  

Operating revenues, excluding the Stormwater Utility’s operating revenues, as reflected in the Statement of 
Revenues, Expenses, and Changes in Net Position, from the Port’s major sources for the years ended 
December 31 are as follows (in thousands): 

2016 2015 2014
(Restated)

Aviation Division:
  Terminal 141,549$     138,836$     137,435$     
  Airfield 88,311          73,386          77,014          
  Public parking 69,540          63,059          57,127          
  Airport dining and retail 56,348          51,607          46,954          
  Rental car 37,082          33,851          32,496          
  Customer facility charges 12,122          12,663          13,608          
  Ground transportation 12,803          8,809            8,333            
  Commercial properties 9,195            7,922            6,638            
  Utilities 7,233            7,000            6,736            
  Operating grants and contract revenues 941                394                301                
  Other 30,132          25,365          19,062          

           Total Aviation Division operating revenues 465,256$     422,892$     405,704$     

Maritime Division:
  Cruise operations 15,422$        14,414$        12,993$        
  Maritime portfolio 10,255          9,983            9,662            
  Recreational boating 10,255          9,736            9,433            
  Fishing and operations 9,108            8,457            7,866            
  Grain terminal 5,382            4,685            3,785            
  Other 388                (7)                   (6)                   

           Total Maritime Division operating revenues 50,810$        47,268$        43,733$        

Economic Development Division:
  Conference and event centers 8,022$          10,396$        8,957$          
  Other 7,881            7,768            7,293            
           Total Economic Development Division 
           operating revenues 15,903$        18,164$        16,250$        

 

Operating expenses, excluding the Stormwater Utility’s operating expenses but including internal charges 
from Stormwater Utility on vacant properties owned by the Port for the Maritime and Economic Development 
Divisions, as reflected in the Statement of Revenues, Expenses, and Changes in Net Position, from the Port’s 
major functions by Division for the years ended December 31 are as follows (in thousands): 

      2016 2015 2014
(Restated)

Aviation Division:
  Operations and maintenance 190,857$     174,750$     169,637$     
  Administration 51,247          45,648          42,438          
  Law enforcement 19,122          17,742          16,097          

     Total Aviation Division operating expenses 261,226$     238,140$     228,172$     

(Continued)
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2016 2015 2014
(Restated)

Maritime Division:
  Operations and maintenance 27,957$        25,411$        24,177$        
  Administration 8,203            4,057            3,709            
  Law enforcement 4,107            3,975            3,634            

     Total Maritime Division operating expenses 40,267$        33,443$        31,520$        

Economic Development Division:
  Operations and maintenance 16,921$        18,169$        21,603$        
  Administration 4,042            870                1,760            
  Law enforcement 172                167                18                  

     Total Economic Development Division operating expenses 21,135$        19,206$        23,381$        

(Concluded)

 

Statement of Revenues, Expenses, and Changes in Net Position by Division, excluding the Stormwater Utility, 
for the years ended December 31 are as follows (in thousands):  

2016 2015 2014
(Restated)

Aviation Division:
  Net operating income before depreciation 204,030$     184,752$     177,532$     
  Depreciation 122,499       120,826       123,579       
  Operating income 81,531          63,926          53,953          
  Nonoperating income (expense):
    Ad valorem tax levy revenues 4,732            
    Passenger facility charge revenues 85,570          79,209          69,803          
    Customer facility charge revenues 24,715          23,540          19,889          
    Fuel hydrant facility revenues 6,992            6,957            6,935            
    Noncapital grants and donations 1,706            1,637            1,679            
    Investment income—net 6,875            6,396            7,399            
    Revenue bonds, capital appreciation bond, and 
      fuel hydrant special facility revenue bonds
      interest expense (94,581)        (96,957)        (95,017)        
    PFC revenue bonds interest expense (5,251)           (5,584)           (5,906)           
    Public expense (3,395)           (340)              (3,183)           
    Environmental income (expense)—net 2,272            (46)                 232                
    Other (expense) income—net (2,880)           (24,843)        5,136            
           Total nonoperating income (expense) —net 22,023          (10,031)        11,699          
  Income before capital contributions 103,554       53,895          65,652          
  Capital contributions 17,973          22,317          12,933          

  Increase in net position in Aviation Division 121,527$     76,212$        78,585$        

(Continued)
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2016 2015 2014
(Restated)

Maritime Division:
  Net operating income before depreciation 10,543$         13,825$         12,213$         
  Depreciation 17,351           16,935           16,543           
  Operating loss (6,808)            (3,110)            (4,330)            
  Nonoperating income (expense):
    Ad valorem tax levy revenues 11,572           14,143           21,105           
    Noncapital grants and donations 2,175              923                 5,633              
    Investment income—net 1,397              2,611              3,706              
    Revenue bonds interest expense (1,415)            (11,088)          (11,947)          
    General obligation bonds interest expense (844)                (6,397)            (8,384)            
    Public expense (203)                225                 (583)                
    Environmental expense—net (1,801)            (5,243)            (9,895)            
    Other expense—net (2,265)            (346)                (583)                
           Total nonoperating income (expense)—net 8,616              (5,172)            (948)                
  Income (loss) before capital contributions 1,808              (8,282)            (5,278)            
  Capital contributions                       308                 1,847              
  Increase (decrease) in net position in Maritime Division 1,808$           (7,974)$          (3,431)$          

Economic Development Division:
  Net operating loss before depreciation (5,232)$          (1,042)$          (7,131)$          
  Depreciation 3,682              3,420              3,560              
  Operating loss (8,914)            (4,462)            (10,691)          
  Nonoperating income (expense):
    Ad valorem tax levy revenues 3,642              8,401              5,133              
    Noncapital grants and donations 26                    27                    1,341              
    Investment income—net 53                    63                    97                    
    Revenue bonds interest expense (132)                (1,967)            (1,945)            
    General obligation bonds interest expense (289)                (625)                (1,091)            
    Public expense (2,143)            
    Environmental (expense) income—net (751)                2,401              521                 
    Other (expense) income—net (6,400)            1,655              39                    
           Total nonoperating (loss) income—net (5,994)            9,955              4,095              
  (Loss) Income  before capital contributions (14,908)          5,493              (6,596)            
  Capital contributions 135                 34                    1,107              
  (Decrease) Increase in net position 
    in Economic Development Division (14,773)$       5,527$           (5,489)$          

(Concluded)
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As reflected in the Statement of Net Position, total assets, excluding the Stormwater Utility assets and total 
debt, excluding Series 2015 GO Bond related to the SR 99 Viaduct expense, as of December 31, by Division are 
as follows (in thousands): 

2016 2015

Aviation Division:
    Current, long-term, and other assets 832,605$       905,315$       
    Land, facilities, and equipment—net 3,883,932     3,938,334     
    Construction work in progress 194,490         99,338           
           Total Aviation Division assets 4,911,027$   4,942,987$   

           Total Aviation Division debt 2,512,721$   2,643,792$   

Maritime Division:
    Current, long-term, and other assets 133,758$       286,043$       
    Land, facilities, and equipment—net 406,734         419,067         
    Construction work in progress 9,296              1,636              
           Total Maritime Division assets 549,788$       706,746$       

           Total Maritime Division debt 105,137$       118,861$       

Economic Development Division:
    Current, long-term, and other assets 37,165$         82,605$         
    Land, facilities, and equipment—net 119,513         129,736         
    Construction work in progress 2,441              639                 
           Total Economic Development Division assets 159,119$       212,980$       

           Total Economic Development Division debt 17,000$         19,348$          
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NOTE 15. WAREHOUSEMEN’S PENSION TRUST FUND 

In late 2002, the Port terminated all warehousing operations at Terminal 106 following the departure of the 
principal customer who operated the facility. Prior to closing the warehouse, the Port had provided pension 
and health benefits to represented employees under a collective bargaining agreement with Local #9 of the 
International Longshore and Warehouse Union. The benefits were administered by two separate trusts, the 
Warehousemen’s Pension Trust and the Local #9 Health and Welfare Trust. The Port made quarterly 
contributions to each trust in an amount sufficient to provide the required contractual benefits and the trusts 
were jointly administered by trustees appointed by both Local #9 and the Port. 

Upon expiration of the contract with Local #9, the Port ceased making contributions to the Health and 
Welfare Trust and provided employees with the ability to maintain their health coverage by self-paying 
premiums through the Port’s health care plan. The Port also ceased making contributions to the 
Warehousemen’s Pension Trust. 

On May 25, 2004, the Port became the sole administrator for the Warehousemen’s Pension Plan and Trust (the 
“Plan”) and commenced contributions to the Plan. The Plan is a governmental plan maintained and operated 
solely by the Port as a single-employer defined benefit plan. 

Since its closing in 2002, the Warehouseman’s Pension Plan became a frozen plan, where no new members 
were accepted. The only members of the Plan are retirees and beneficiaries receiving benefits as well as 
terminated members who have a vested right to a future benefit under the Plan. 

Summary of Significant Accounting Policies 

Basis of Accounting—The financial statements are prepared using the accrual basis of accounting. Port 
contributions are recognized in the period in which the contributions are made. Benefits are recognized when 
due and payable in accordance with the terms of the Plan. 

Investments—Investments, 100% in mutual funds, are reported at fair value and classified as Level 1, using 
inputs from quoted prices in active markets for identical assets. Short-term investments are reported at cost 
which approximates fair value. Securities traded on a national or international exchange are valued at the last 
reported sales price at the current exchange rates.  

Plan Description 

Plan Administration—The administration and operation of the Plan is vested in a three-member Board of 
Trustees from the Port. The Board of Trustees has the authority to amend this Plan as they may determine. 
However, an amendment may not decrease a Plan member’s accrued benefit.  

The Plan provides that only service credited and compensation earned prior to April 1, 2004, shall be utilized 
to calculate benefits under the Plan. There are no separate financial statements of the Plan issued. 

Membership of the Plan consisted of the following at December 31: 

2016 2015

Retirees and beneficiaries receiving benefits 145                      144                      
Terminated plan members entitled to but not yet receiving benefits 38                         45                         
    Total 183                      189                       
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Vesting and Benefits Provided—The Plan provides normal, early and disability retirement benefits, as well as 
a preretirement death benefit or survivor annuity for a surviving spouse. The Plan provides a single life 
annuity and a 50% or 75% joint and survivor benefit for married participants. Retirement benefit amounts are 
calculated based on the number of years of credited service multiplied by a tiered monthly benefit rate 
established in the Plan document within a range of $20 to $100. For Plan members who terminated 
employment prior to January 1, 1992, normal retirement age with full benefit is 65 with at least five years of 
credited service. Effective January 1, 1992, normal retirement age with full benefit is 62 after completing five 
years or more of credited service. Plan members who are age 55 and have completed 10 years of credited 
service may elect an early retirement, with benefits reduced by a quarter of one percentage for each month 
the early retirement date precedes the normal retirement date. However, a Plan member with 30 years of 
credited service may retire at age 55 without a reduction in benefits. A Plan member who is disabled with 15 
years of credited service is eligible for disability retirement. If the disabled Plan member is age 55, the 
disability retirement benefit shall be the normal retirement benefit, or the benefit shall be the normal 
retirement benefit earned to the disability retirement date, reduced by 5/12 of one percentage for each month 
the disability retirement date precedes the month the Plan member attains the age of 55.  

Contributions—The Port agrees to maintain and contributes funds to the Plan in an amount sufficient to pay 
the vested accrued benefits of participating members and the beneficiaries when the benefits become due. 
Members do not make contributions. The Board of Trustees establishes the employer’s contribution amount 
based on an actuarially determined contribution recommended by an independent actuary.  

Investments 

Investment Policy—The Plan’s investment policy in regard to the allocation of the invested assets is 
established and may be amended by the Board of Trustees. The policy allows the Plan to invest in contracts 
with insurance companies that are rated no lower than A by at least two major rating agencies. The Plan is 
allowed to invest in commercial paper with A1/P1 rating. Certificates of deposit or banker’s acceptances can 
only be purchased from domestic banks with net worth in excess of $2 billion and which satisfy tier 1 and tier 
2 capital requirements. Bank deposits or short-term investment accounts must be maintained by the Plan’s 
custodian. Repurchase agreements can only be entered with Federal Reserve reporting dealers and 
maintained in accordance with Federal Reserve guidelines. Only U.S. registered mutual funds or ERISA-
qualified commingled funds whose investment strategies and governing documents have been reviewed and 
approved by the Board of Trustees can be purchased. The Plan’s investment policy allows for 30% plus or 
minus 5% of the portfolio to be invested in domestic equities securities, 30% plus or minus 5% of the 
portfolio to be invested in international equities securities, and 40% plus or minus 5% of the portfolio to be 
invested in fixed income securities. 

Interest Rate Risk—Interest rate risk is the risk that an investment’s fair value decreases as market interest 
rate increases. In general, the longer the duration of an investment, the greater sensitivity of its fair value to 
changes in market interest rates. Through its investment policy, the Plan manages its exposure to fair value 
losses from increasing interest rates by investing in a diversified portfolio of index fund and professionally 
managed mutual funds. For the fixed income mutual funds, the Plan manages its exposure to change in 
interest rates by investing in intermediate-term bonds. As of December 31, 2016 and 2015, the average 
duration for Vanguard Bond Market Index Fund was 6.0 years and 5.7 years, respectively. As of December 31, 
2016 and 2015, the average duration for Dodge and Cox Fixed Income Fund was 4.2 years and 4.1 years, 
respectively.  

Credit Risk—Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its 
obligations. The risk is measured by the assignment of rating by nationally recognized rating agencies. As of 
December 31, 2016 and 2015, the Vanguard Bond Market Index Fund was rated at three stars by Morningstar 
Credit Ratings, LLC. As of December 31, 2016 and 2015, the Dodge and Cox Fixed Income Fund was rated at 
four stars by Morningstar Credit Ratings, LLC.  
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Foreign Currency Risk—Foreign currency risk is the risk that changes in exchange rates will adversely affect 
the fair value of an investment. The Plan had $2,589,000 and $2,542,000 in international equity mutual funds 
that were invested in foreign securities as of December 31, 2016 and 2015, respectively. 

Rate of Return—For the year ended December 31, 2016 and 2015, the annual money-weighted rate of return 
on the Plan investments, net of investment expense, was 6.3% and (1.2)%, respectively. The money-weighted 
rate of return expresses investment performance, net of investment expense, adjusted for the changing 
amount actually invested.  

Net Pension Liability, Pension Expense, and Deferred Outflows/Inflows of Resources  

The Port’s net pension liability related to the Warehousemen’s Pension Plan was measured as of December 31, 
2016. The total pension liability used to calculate the net pension liability was determined by an actuarial 
valuation as of December 31, 2016, and the Port’s net pension liability for this Plan was $11,601,000. For the 
year ended December 31, 2016, the Port recognized pension expense of $2,116,000. At December 31, 2016, 
total deferred outflows of resources resulting from the net difference between projected and actual earnings 
on pension plan investments was $558,000. The Plan will recognize $200,000 annually for years 2017 through 
2018, $153,000 for 2019, and the remaining balance of $4,000 in 2020 as future pension expense.  

The components of the net pension liability at December 31, 2016, were as follows (in thousands): 

Total pension liability 20,662$         
Plan fiduciary net position (9,061)            
Net pension liability 11,601$         

Plan fiduciary net position as a percentage of total pension liability 43.9%  

Changes in Net Pension Liability 

Changes in the Port’s net pension liability for the Warehousemen’s Pension Plan for the current year were as 
follows (in thousands): 

Total pension Plan fiduciary Net pension 
liability net position liability

Interest expense 1,255$              $                    1,255$             
Employer contributions 1,500               (1,500)             
Net investment income 554                   (554)                 
Difference between expected and 
  actual experience 105                   105                   
Changes of assumptions 1,044               1,044               
Benefit payments (2,093)             (2,093)             
Administrative expense (45)                   45                     
Professional fees                        (41)                   41                     
Net changes 311                   (125)                 436                   

Balances at beginning of year 20,351            9,186               11,165            
Balances at end of year 20,662$          9,061$             11,601$          
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Actuarial Assumptions—The total pension liability was determined by an actuarial valuation as of December 
31, 2016, using the Entry Age Normal Cost Method and the following actuarial assumptions, applied to all 
periods included in the measurement:  

� Mortality—Life expectancies were based on the RP-2014 Combined Mortality Table for Males and 
Females with blue collar adjustment. Margin for future mortality improvement is accounted for by 
projecting mortality rates using Scale MP-2016.  

� Investment rate of return—A rate of 6.5% was used, which is the long-term expected rate of return on 
the Plan’s investment, net of plan investment expense and including inflation. This rate was 
determined using a building-block method in which best-estimate ranges of expected future real 
rates of return are developed for each major asset class. These ranges are combined to produce the 
long-term expected rate of return by weighting the expected future real rates of return by the target 
asset allocation percentage and by adding expected inflation. Best estimates of arithmetic real rates 
of return were adopted by the Plan’s Board of Trustees after considering input from the Plan’s 
investment consultant and actuary. 

 For each major asset class that is included in the Plan’s target asset allocation as of December 31, 
2016, these best estimates are summarized in the following table: 

Target
Asset class allocation

Domestic equities mutual fund 30                  % 4.0    %
International equities mutual fund 30                  4.4    
Domestic fixed income mutual fund 40                  0.7    
    Total 100                %

Long-term expected
real rate of return

 

� Discount rate—A single discount rate of 6.5% was used to measure the total pension liability. This 
single discount rate was based on the expected rate of return on the Plan’s investments at 6.5% and 
the tax-exempt municipal bond rate on an index of 20-year general obligation bonds with an average 
AA credit rating at 3.8%. The projection of cash flows used to determine this single discount rate 
assumed the employer contributions will be made at the actuarially determined contribution rates in 
accordance with the Port’s long-term funding policy. Based on these assumptions, the Plan’s 
fiduciary net position was projected to be available to make all projected future benefit payments of 
current Plan members. Therefore, the long-term expected rate of return on the Plan’s investments 
was applied to all periods of projected benefit payments to determine the total pension liability. 

Sensitivity of the Net Pension Liability to Changes in the Discount Rate—The following presents the net 
pension liability of the Plan, calculated using the discount rate of 6.5%, as well as what the net pension 
liability would be if it were calculated using a plus or minus 1% of the current discount rate (in thousands): 

1% Current 1%
Decrease discount rate Increase

(5.5%) (6.5%) (7.5%)

Net pension liability 13,421$               11,601$               10,043$                
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REQUIRED SUPPLEMENTARY INFORMATION 

SCHEDULE OF PORT OF SEATTLE'S PROPORTIONATE SHARE OF NET PENSION ASSET/LIABILITY ("NPA/NPL") 
ENTERPRISE FUND PENSION PLANS
Last Three Fiscal Years (a)

(in thousands)

2016 2015 2014

PERS Plan 1
Port's proportion of the NPL 0.83 %          0.87 %          0.84 %          
Port's proportionate share of the NPL 44,426$    45,557$    42,385$    

Port's covered-employee payroll 1,440$      1,504$      1,606$      
Port's proportionate share of the NPL
  as a percentage of its covered-employee payroll 3085.14 %  3029.06 %  2639.17 %  
Plan fiduciary net position as a percentage 
  of the total pension liability 57.03 %       59.10 %       61.19 %       

PERS Plan 2/3
Port's proportion of the NPL 1.02 %          1.09 %          1.04 %          
Port's proportionate share of the NPL 51,569$    38,826$    21,060$    

Port's covered-employee payroll 95,817$    96,416$    89,966$    
Port's proportionate share of the NPL
  as a percentage of its covered-employee payroll 53.82 %       40.27 %       23.41 %       
Plan fiduciary net position as a percentage 
  of the total pension liability 85.82 %       89.20 %       93.29 %       

LEOFF Plan 1
Port's proportion of the NPA 0.07 %          0.07 %          0.07 %          
Port's proportionate share of the NPA 761$          883$          881$          

Port's covered-employee payroll n/a n/a n/a
Port's proportionate share of the NPA
  as a percentage of its covered-employee payroll n/a n/a n/a
Plan fiduciary net position as a percentage 
  of the total pension asset 123.74 %     127.36 %     126.91 %     

LEOFF Plan 2
Port's proportion of the NPA 1.03 %          1.07 %          1.04 %          
Port's proportionate share of the NPA 5,967$      11,018$    13,815$    
State's proportionate share of the NPA
  associated with the Port 3,890         7,285         9,026         
           Total 9,857$      18,303$    22,841$    

Port's covered-employee payroll 22,343$    22,322$    20,753$    
Port's proportionate share of the NPA
  as a percentage of its covered-employee payroll 44.12 %       82.00 %       110.06 %     
Plan fiduciary net position as a percentage 
  of the total pension asset 106.04 %     111.67 %     116.75 %     

 
(a) This schedule is presented prospectively starting fiscal year ended 2014, coinciding with the implementation and restatement of 

GASB Statement No. 68. 
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SCHEDULE OF PORT OF SEATTLE CONTIBUTIONS
ENTERPRISE FUND PENSION PLANS (a)

Last Three Fiscal Years (b)

(in thousands)

2016 2015 2014

PERS Plan 1
Contractually required contribution 164$          146$          137$          
Contributions in relation to 
  the contractually required contribution (164)           (146)           (137)           
Contribution deficiency (excess)  $               $               $              

Port's covered-employee payroll 1,490$      1,474$      1,515$      
Contributions as a percentage of 
  covered-employee payroll 11.01 %       9.91 %          9.04 %          

PERS Plan 2/3
Contractually required contribution 10,979$    9,761$      8,243$      
Contributions in relation to 
  the contractually required contribution (10,979)     (9,761)       (8,243)       
Contribution deficiency (excess)  $               $               $              

Port's covered-employee payroll 99,808$    98,556$    91,306$    
Contributions as a percentage of 
  covered-employee payroll 11.00 %       9.90 %          9.03 %          

LEOFF Plan 2
Contractually required contribution 1,663$      1,596$      1,478$      
Contributions in relation to 
  the contractually required contribution (1,663)       (1,596)       (1,478)       
Contribution deficiency (excess)  $               $               $              

Port's covered-employee payroll 23,911$    22,624$    21,022$    
Contributions as a percentage of 
  covered-employee payroll 6.95 %          7.05 %          7.03 %          

 
(a) Law Enforcement Officers' and Fire Fighters' Retirement System (“LEOFF”) Plan 1 is fully funded, and no further employer or 

employee contributions have been required since June 2000. 
(b) This schedule is presented prospectively starting fiscal year ended 2014, coinciding with the implementation and restatement of 

GASB Statement No. 68. 
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SCHEDULE OF CHANGES IN NET PENSION LIABILITY AND RELATED RATIOS
WAREHOUSEMEN'S PENSION TRUST FUND
Last Three Fiscal Years (a)

(in thousands)

2016 2015 2014

Total pension liability
Interest expense 1,255$      1,306$      1,384$      
Difference between expected and 
  actual experience 105            (512)           
Changes of assumptions 1,044         
Benefit payments (2,093)       (2,079)       (2,091)       
Net change in total pension liability 311            (773)           (1,219)       

Total pension liability—beginning 20,351      21,124      22,343      
Total pension liability—ending 20,662$    20,351$    21,124$    

Plan fiduciary net position
Employer contributions 1,500$      1,500$      1,500$      
Net investment income 554            (116)           408            
Benefit payments (2,093)       (2,079)       (2,091)       
Administrative expense (45)             (46)             (45)             
Professional fees (41)             (57)             (66)             
Net change in plan fiduciary net position (125)           (798)           (294)           

Plan fiduciary net position—beginning 9,186         9,984         10,278      
Plan fiduciary net position—ending 9,061$      9,186$      9,984$      

Net pension liability
Total pension liability—ending 20,662$    20,351$    21,124$    
Plan fiduciary net position—ending (9,061)       (9,186)       (9,984)       
Net pension liability—ending 11,601$    11,165$    11,140$    

Plan fiduciary net position as
  a percentage of total pension liability 43.9% 45.1% 47.3%

Covered payroll (b) n/a n/a n/a
 
(a) This schedule is presented prospectively starting fiscal year ended 2014, coinciding with the implementation of GASB Statement No. 

67 in fiscal year 2014. 
(b) Annual covered payroll was not applicable as the operation was terminated in 2002. 

80

A-69



SCHEDULE OF EMPLOYER CONTRIBUTIONS
WAREHOUSEMEN'S PENSION TRUST FUND (a)

Last Ten Fiscal Years
(in thousands)

Actuarially Contribution
Years ended determined Actual (excess)

December 31, contribution (b) contribution deficiency

2016 1,147$             1,500$             (353)$               
2015 1,118               1,500               (382)                 
2014 1,201               1,500               (299)                 
2013 1,304               1,500               (196)                 
2012 1,456               1,500               (44)                   
2011 1,412               1,500               (88)                   
2010 1,505               1,500               5                       
2009 1,659               1,500               159                   
2008 1,290               1,500               (210)                 
2007 1,325               1,500               (175)                  

 
(a) Annual covered payroll was not applicable as the operation was terminated in 2002. 
(b) Prior to 2014, the Annual Required Contribution (“ARC”) amounts are presented for the Actuarially Determined Contributions.  

SCHEDULE OF INVESTMENT RETURNS
WAREHOUSEMEN'S PENSION TRUST FUND
Last Three Fiscal Years (a)

Annual money-weighted 
Years ended rate of return, 

December 31, net of investment expense

2016 6.3
2015 (1.2)
2014 4.1

%

 
 
(a) This schedule is presented prospectively starting fiscal year ended 2014, coinciding with the implementation of GASB Statement No. 

67 in fiscal year 2014. 
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NOTES TO REQUIRED SUPPLEMENTARY INFORMATION 
WAREHOUSEMEN’S PENSION TRUST FUND  
FOR THE YEAR ENDED DECEMBER 31, 2016 

Methods and Assumptions Used in Calculations of Actuarially Determined Contributions—The actuarially 
determined contribution rates in the schedule are calculated as of December 31, 2015 for the year of 2016. 
The following actuarial methods and assumptions were used to determine contribution rates reported in that 
schedule: 

Actuarial cost method   Entry age normal 

Amortization method   Level dollar, closed 

Remaining amortization period   19 years as of January 1, 2016 

Asset valuation method   Market value 

Investment rate of return   6.5% 

Discount rate    6.5% 

Retirement age 100% assumed retirement at earliest eligibility age–age 55 for 
members with at least 10 years of service and age 62 for members 
with less than 10 years of service. 

Mortality RP-2000 Blue Collar Combined Healthy Mortality Table projected to 
2020 with Scale AA 

Other information There were no benefit changes during the year. 

 Employer contributions are determined such that contributions will 
fund the projected benefits over a closed 19 year funding period as 
of January 1, 2016. 
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Independent Auditor’s Report 
 
 
The Managing Members 
The Northwest Seaport Alliance 
Tacoma, Washington 
 
 
Report on the Financial Statements 
We have audited the accompanying financial statements of The Northwest Seaport Alliance (the NWSA) 
as of and for the year ended December 31, 2016, and the related notes to the financial statements, 
which, collectively, comprise the NWSA’s basic financial statements as listed in the table of contents. 
 
Management’s Responsibility for the Financial Statements 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation and maintenance of internal control relevant to the preparation and fair 
presentation of the financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
Our responsibility is to express opinions on these financial statements based on our audits. We 
conducted our audits in accordance with auditing standards generally accepted in the United States of 
America. Those standards require that we plan and perform the audits to obtain reasonable assurance 
about whether the financial statements are free of material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to NWSA’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances but not for the purpose of expressing an opinion on the effectiveness of 
NWSA’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements. 
 
We believe the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion. 
 
Opinion 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the NWSA as of December 31, 2016, and the respective changes in 
financial position and where applicable, cash flows thereof for the years then ended, in accordance with 
accounting principles generally accepted in the United States of America. 
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Other Matters 
 
Required Supplementary Information: Accounting principles generally accepted in the United States of 
America require that the management’s discussion and analysis on pages 3-8 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 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 our audits 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. 
 

 
 
Tacoma, Washington 
March 24, 2017 
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The Northwest Seaport Alliance 
MANAGEMENT’S DISCUSSION AND ANALYSIS 
YEAR ENDED DECEMBER 31, 2016 
 
 
INTRODUCTION 
 
The Northwest Seaport Alliance (NWSA) Management Discussion and Analysis (MD&A) of financial 
activities and performance introduces the NWSA’s 2016 financial statements, a Port Development 
Authority. NWSA management prepared this MD&A and readers should consider it in conjunction with the 
financial statements and the notes thereto. Since 2016 is the first year of operations for the NWSA, prior 
year comparative data is limited. 
 
The notes are essential to a full understanding of the data contained in the financial statements. This 
report also presents information about the formation of the NWSA and certain required supplementary 
financial information. 
 
OVERVIEW OF THE FINANCIAL STATEMENTS 
 
The financial section of this annual report consists of three parts: MD&A, the basic financial statements 
and the notes to the financial statements. The financial statements include: the statement of net position, 
the statement of revenues, expenses and changes in net position, and the statement of cash flows. 
 
The statement of net position presents information on all of the NWSA’s assets and liabilities, with the 
difference between the assets, liabilities, reported as net position. Over time, increases or decreases in 
net position may serve as an indicator of whether the financial position of the NWSA is improving or 
deteriorating. The statement of revenues, expenses and changes in net position shows how the NWSA’s 
net position changed during the year. These changes are reported in the period in which the underlying 
event occurs, regardless of the timing of related cash flows.  
 
The NWSA’s operations began January 1, 2016. Since 2016 is the first year of financial operations, 
comparative financial statements are not presented. However, in future years, when prior year information 
is available, a comparative analysis of revenues and expenses and changes in net position will be 
presented. 
 
Formation of The Northwest Seaport Alliance 
The ports of Seattle and Tacoma (the home ports) joined forces in August 2015, forming the NWSA to 
unify management of marine cargo facilities and business to strengthen the Puget Sound gateway and 
attract more marine cargo and jobs to the region. 
 
The NWSA is a special purpose governmental entity established as a Port Development Authority (PDA), 
similar to Public Development Authorities formed by cities and counties. The PDA is governed by the 
home ports as equal members (each a “Managing Member” and collectively, “Managing Members”) with 
each home port acting through its elected commissioners. As approved, the charter for the NWSA 
(“Charter”) may be amended only by mutual agreement of the Managing Members. Each port will remain 
a separate legal entity, independently governed by its own elected commissioners. Each home port has 
granted to the NWSA a license for the NWSA’s exclusive use, operation and management of certain 
facilities, but ownership of the licensed facilities remains with the home ports, not with the NWSA. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued) 
 
Membership Interests 
The home ports made an initial contribution of certain cargo terminals and related marine cargo business 
activities to the NWSA through license agreements (“Licensed Properties”). Under these agreements, the 
NWSA was charged with managing the properties as an agent on behalf of the home ports. The initial 
contribution of each Managing Member to the NWSA was 50 percent as established with its Membership 
Interest (based on the value of the contributed facilities using cash flow forecasts for each parcel that 
went to the NWSA) with a revaluation review at the end of 2017. The revaluation review is to determine if 
material changes in cash flows from the Licensed Properties have occurred since the initial valuation. A 
change in the valuation of the cash flow forecasts of these facilities could result in a change in 
Membership Interests. The Managing Members shall approve any change in Membership Interest by 
vote, to include provision for addressing any change to distributions and allocations as a result of the 
change in Membership Interest. Changes in Membership Interest do not affect a Managing Member’s 
voting rights under the Charter, as votes are not weighted by or otherwise determined by Membership 
Interest. 
 
Financial Framework 
The NWSA intends to support the credit profiles of both home ports, and its financial framework will 
preserve both ports’ commitment to financial strength and fiscal stewardship. The NWSA distributes cash 
to each home port based on cash flow from operations, calculated pursuant to generally accepted 
accounting principles (GAAP). Cash distributions are to be made no less than quarterly based on each 
Managing Member’s Membership Interest. Cash flow from operations will be distributed to home ports 
and not retained by the NWSA for funding capital investment. 
 
The NWSA is responsible for capital investments, including renewal and replacement projects and new 
development. Such capital investments or post-formation assets will be treated as tenant improvements 
owned by the NWSA. Both home ports work cooperatively with the NWSA to develop an annual capital 
budget for approval by each Managing Member. Capital funding will be provided by joint contributions 
from the home ports. Each Managing Member must approve its capital contributions. 
 
The Charter recognizes that each home port’s respective share of revenues received by the NWSA with 
respect to the Licensed Properties has been or may be pledged in connection with the home port’s bond 
obligations. Under the Charter, the Managing Members instruct the Chief Executive Officer (CEO) to 
manage the PDA in a prudent and reasonable manner in support of the home port’s respective bond 
covenants. The home ports shall keep the CEO and the NWSA management informed of their respective 
bond obligations, and shall notify the other home port of any proposed change to such home port’s 
governing bond resolutions as soon as practical before adoption. The Charter does not modify or alter the 
obligations of each home port with respect to its own bond obligations. The NWSA does not assume any 
obligations to the home ports’ bondholders.   
 
With respect to bonds of each home port that were outstanding at the time of the formation of the NWSA, 
the Managing Members shall establish and maintain a requirement for the NWSA to calculate and 
establish a minimum level of change in net position from the NWSA equal to the amount required for the 
home ports to meet their bond rate covenants in effect at the time of formation of the NWSA (“Bond 
Income Calculation,” initially calculated to be $90 million). The Managing Members shall require the Bond 
Income Calculation to be reviewed annually as part of the NWSA budget process and the Managing 
Members may adjust the Bond Income Calculation so long as it does not cause any home port to fail to 
comply with its rate covenant in effect at the time of formation of the NWSA. The NWSA may not take any 
action that reasonably would reduce NWSA income below the minimum level established by the Bond 
Income Calculation unless each Managing Member separately votes to approve that action. Such a vote 
by each Managing Member must occur even if the action is within the CEO’s delegated authority. The 
Bond Income Calculation is subject to adjustment, including reductions from payment or refunding of 
bonds outstanding at the time of the formation of the NWSA.   
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MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued) 
 
Initial Funding 
Each home port provided an initial contribution for working capital of $25.5 million, for a total initial 
working capital funding of $51 million. Working capital cannot be redirected to fund Capital Construction 
as defined in the Charter.  
 
Future needs will be evaluated during the annual budget process or if the working capital reserve should 
decline below a target minimum established by the Managing Members. Managing Members each must 
vote affirmatively to approve additional working capital contributions.  
 
Each home port provided an initial Capital Construction contribution of $13.5 million (totaling $27 million), 
equal to the budgeted five-year capital improvement plan cash forecast needs for 2016. The home ports 
also provided $16.8 million noncash construction in process for capital projects that started in the home 
port and will be completed by the NWSA. 
 
Financial Position Summary 
The statement of net position presents the financial position of the NWSA. The statement includes all of 
the NWSA’s assets and liabilities. Net position serves as an indicator of the NWSA’s financial position. 
The NWSA’s current assets consist primarily of cash and cash equivalents, investments and accounts 
receivable.  
 
The NWSA’s operations began January 1, 2016. Since 2016 is the first year of financial operations, 
comparative financial statements are not presented. However in future years, when prior year information 
is available, a comparative analysis of revenues and expenses and changes in net position will be 
presented. 
 
Statement of Net Position (dollars in thousands): 
 
Current assets 119,740  $        
Capital assets, net 80,532              
Other assets 3,447                

Total assets 203,719  $        

Current liabilities 58,927  $          
Other long-term liabilities 13,655              

Total liabilities 72,582  $          

Net investment in capital assets 80,532  $          
Unrestricted 50,605              

Total net position 131,137  $        
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MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)  
 
The NWSA’s total net position was $131.1 million at December 31, 2016. Of this amount, $80.5 million is 
the net investment in capital assets and $50.6 million is unrestricted and can be used to finance operating 
activities. The NWSA’s net investment in capital assets represents capital assets for the NWSA’s terminal 
and real estate facilities.  
 
Statement of Revenues, Expenses and Changes in Net Position (dollars in thousands): 
 

Operating revenues 195,170  $        
Operating expenses (80,264)             
Interest income 755                   
Net decrease in the fair value of investments (328)                  
Other non-operating income, net 7,835                

   Capital contributions from managing members 7,969                

Increase in net position 131,137$          
 
The NWSA operates three major business lines: 
 
Container business: International and domestic container cargo is a core business segment for the 
NWSA. As one of the northernmost gateways on the U.S. West Coast, the Pacific Northwest has long 
been the primary hub for waterborne trade with Alaska, as well as a major gateway for trans-pacific trade. 
The gateway’s on-dock and near-dock intermodal rail yards, along with international and domestic rail 
services to the U.S. Midwest, are an integral part of the container business.  
 
Non-container business: Comprised of breakbulk (roll on and roll off also known as RoRo), bulk and 
auto cargoes. Aside from handling agricultural and mining equipment and other rolling stock, the NWSA’s 
South Harbor is designated as a strategic military port for transport of military cargoes. Auto customers 
include Kia, Mazda and Mitsubishi. Auto Warehousing Company (AWC), a tenant, is the largest auto 
processor on the U.S. West Coast.  
 
Real estate business: Focused on non-terminal industrial and commercial properties and facilities that 
complement the container and non-container businesses and offer a broad range of services for the 
NWSA’s international and domestic customers including warehousing, distribution, manufacturing and 
marine services. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued) 
 
The fiscal year ended December 31, 2016, is the first year of financial operations for the NWSA; hence, 
comparative financial information is limited. A summary of revenue by business lines for the year ended 
December 31, 2016, is presented in the following table: (dollars in thousands) 
 
Revenue:

Container 163,711  $        
Non-container 20,013              
Real estate 11,446              

Total revenue 195,170  $        
 
Operating expenses totaled $80.3 million for the year ended December 31, 2016. Depreciation expense 
of $0.5 million is the depreciation for assets procured and constructed by the NWSA beginning January 1, 
2016. Depreciation expense for assets on licensed properties that were in service on January 1, 2016, 
remains a home port expense. The major components of operating expense are presented in the 
following table (dollars in thousands): 
 
Operating expenses:

Operations 40,367  $          
Maintenance 14,592              
Administration 18,317              
Security 4,231                
Environmental 2,225                
Depreciation 532                   

Total operating expenses 80,264  $          
 
The resulting net operating income for 2016 was $114.9 million. The net non-operating income for 2016 
was $8.3 million primarily due to facility stormwater improvements constructed by the tenant on 
Terminal 18 for $7.8 million. The above resulted in a change in net position of $123.2 million.  
 
Net Position 
The net position reflects the investments received from the home ports, and the NWSA’s earnings and 
distributions to Managing Members. The net position is presented as follows (dollars in thousands): 
 
Beginning balance, January 1, 2016 -$                  

Contributions - working capital from Managing Members 51,000              
Contributions - capital construction from Managing Members 56,140              
Contributions - capital construction in process (noncash) from Managing Members 16,793              
Change in net position from NWSA 123,168            
Distributions to Managing Members (115,964)           

Ending balance, December 31, 2016 131,137  $        
 
Capital assets: The NWSA was initially funded with $27 million to support a five-year capital 
improvement plan. Additional Capital Construction contributions to support the capital improvement plan 
must be approved by the Managing Members. Such requested contributions will be reviewed at least 
annually as part of the budget process or may occur during the year when major projects are authorized 
by the Managing Members. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued) 
 
In 2016, each Managing Member authorized additional Capital Construction contributions for pier, 
backlands, gate improvements and two additional cranes to support an amended lease agreement at the 
South Harbor. The total estimated project cost for the crane purchase and pier improvements is 
$159.6 million and will be funded by the home ports during the project life cycle.  
 
The NWSA’s investment in capital assets, net of depreciation, for its business activities as of 
December 31, 2016, amounted to $80.5 million. This investment in capital assets also referred to as post-
formation assets may include buildings, improvements, machinery and equipment, and construction in 
process. The Charter restricts the purchase of land. See Note 3 for additional information. Major capital 
spending in 2016 is presented below (dollars in thousands): 
 
Pier 4 redevelopment 32,002  $          
Terminal 5 modernization design 6,289                
Crane acquisition 4,889                
Terminal 18 stormwater upgrade 3,527                
Facility and building improvements 6,562                
Rail improvements 1,514                
Machinery and equipment 1,239                
 
REQUEST FOR INFORMATION 
 
The Northwest Seaport Alliance designed this financial report to provide our citizens, customers, 
investors and creditors with an overview of the NWSA’s finances. If you have questions or need additional 
information please visit our website at http://www.nwseaportalliance.com or contact: Chief Financial 
Officer, P.O. Box 2985, Tacoma, Washington, 98401-2985, Telephone 800-657-9808. 
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The Northwest Seaport Alliance

Statement of Net Position
December 31, 2016
(Dollars in Thousands)

Assets

Current assets:
Cash and cash equivalents 21,818  $            
Investments, at fair value 68,985                
Trade accounts receivable, net of allowance for doubtful accounts 11,108                
Related-party receivable - Managing Members 15,584                
Prepayments and other current assets 2,245                  

Total current assets 119,740              

Capital assets:
Buildings 4,706                  
Improvements 14,322                
Machinery and equipment 1,314                  
Construction in process 60,722                

Total cost 81,064                

Less accumulated depreciation 532                     
Net property and equipment 80,532                

Other assets 3,447                  
Total noncurrent assets 83,979                

Total assets 203,719  $          

See notes to financial statements.
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The Northwest Seaport Alliance

Statement of Net Position
December 31, 2016
(Dollars in Thousands)

Liabilities and Net Position

Current liabilities:
Accounts payable and accrued liabilities 16,488  $            
Related-party payable - Managing Members 41,381                
Payroll and taxes payable 1,058                  

Total current liabilities 58,927                

Noncurrent liabilities:
Security deposits and other liabilities 13,655                

Total noncurrent liabilities 13,655                

Total liabilities 72,582  $            

Net investment in capital assets 80,532  $            
Unrestricted 50,605                

Total net position 131,137  $          

See notes to financial statements.
 
  

B-14



 

11 

The Northwest Seaport Alliance

Statement of Revenues, Expenses and Changes in Net Position
Year Ended December 31, 2016
(Dollars in Thousands)

Operating revenues:
Property rentals 195,170  $          

Total operating revenues 195,170              

Operating expenses:
Operations 40,367                
Maintenance 14,592                
Administration 18,317                
Security 4,231                  
Environmental 2,225                  

Total before depreciation 79,732                

Depreciation 532                     
Total operating expenses 80,264                

Operating income 114,906              

Non-operating revenues (expenses):
Interest income 755                     
Net decrease in the fair value of investments (328)                    
Other non-operating income, net 7,835                  

Total non-operating income, net 8,262                  

Increase in net position, before capital contributions 123,168              

Capital contributions 7,969                  
Increase in net position 131,137  $          

See notes to financial statements.
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The Northwest Seaport Alliance

Statement of Cash Flows
Year Ended December 31, 2016
(Dollars in Thousands)

Cash flows from operating activities:
Cash received from customers 186,291  $          
Cash paid to suppliers, longshore labor and employees (36,069)               
Cash paid to homeports for support services (34,257)               
Cash held for customer deposits 1,042                  

Net cash provided by operating activities 117,007              

Cash flows from non-capital financing activities:
Cash received from Managing Members for working capital 51,000                
Cash received from Managing Members - customer deposits, lease liabilities 15,762                
Cash distributions to Managing Members (95,084)               

Net cash used by non-capital financing activities (28,322)               

Cash flows from capital and related financing activities:
Cash received from Managing Members for capital construction 40,556                
Acquisition and construction of capital assets (38,856)               

Net cash provided by capital and related financing activities 1,700                  

Cash flows from investing activities:
Purchases of investments (99,162)               
Proceeds from sales and maturities of investment securities 30,000                
Interest received on investments 595                     

Net cash used in investing activities (68,567)               

Net increase in cash and cash equivalents 21,818                

Cash and cash equivalents:
Beginning of year -                      

End of year 21,818  $            

(Continued)
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The Northwest Seaport Alliance

Statement of Cash Flows (Continued)
Year Ended December 31, 2016
(Dollars in Thousands)

Reconciliation of operating income to net cash provided by
operating activities:
Operating income 114,906  $          
Adjustments to reconcile operating income to net cash 

provided by operating activities:
Depreciation 532                     
Changes in assets and liabilities:

Increase in accounts receivable (10,685)               
Increase in prepayments and other current assets (1,816)                 
Increase in accounts payable and accrued liabilities 6,830                  
Increase in related-party payable 4,271                  
Increase in lease securities and customer deposits 1,957                  
Increase in payroll and taxes payable 1,012                  

Total adjustments and changes 2,101                  

Net cash provided by operating activities 117,007  $          

Non-cash investing and financing activities:
Capital asset additions and other purchases financed with 

accounts payable 17,574  $            

Capital construction in process contributed by the Managing Members 16,792  $            

Contributions receivable from Managing Members for capital construction 15,584  $            

Contributions received for capital assets - tenant improvements 7,842  $              

Distributions payable to Managing Members (20,880)  $           

Decrease in fair value of investments (328)  $                

See notes to financial statements.
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Note 1. Summary of Significant Accounting Policies 

Reporting entity: The ports of Seattle and Tacoma formed The Northwest Seaport Alliance (NWSA), a 
special purpose governmental entity established as a Port Development Authority (PDA), with an effective 
date of August 4, 2015 (the “Effective Date”). The PDA was formed pursuant to a provision in Title 53 
Revised Code of Washington (RCW) that grants ports that meet certain criteria the authority to create a 
separate PDA, similar to public development authorities created by Washington cities and counties. Each 
Port Commission is a Managing Member of the NWSA. Each port will remain a separate legal entity, 
independently governed by its own elected commissioners. As formed, the NWSA is to continue for an 
indefinite term until dissolution. As approved, the Charter for the NWSA may be amended only by mutual 
agreement of both ports as the NWSA’s Managing Members. On January, 1, 2016, the NWSA became a 
separate legal entity. 
 
The State Legislature granted qualifying ports the authority to create a PDA for the management of 
maritime activities and to allow ports to act cooperatively and use financial resources strategically, while 
remaining separate entities and complying with federal regulations. Pursuant to the PDA statute, if a PDA 
is created jointly by more than one port district, the PDA must be managed by each port district as a 
member, in accordance with the terms of the statute and the Charter. Any port district that creates a PDA 
must oversee the affairs, operations, and funds of the PDA to correct any deficiency, and ensure the 
purposes of each program undertaken are reasonably accomplished. The statute permits a PDA, in 
managing maritime activities of a port district or districts, to own and sell real and personal property; to 
enter into contracts, to sue and be sued; to loan and borrow funds; to issue bonds, notes, and other 
evidences of indebtedness; to transfer funds, real or personal property, property interests, or services; 
and to perform community services related to maritime activities managed by the PDA. As discussed 
below, the statute allows, but the Charter prohibits, the NWSA to issue bonds, borrow funds, or enter into 
other debt instruments. By statute, PDAs do not have the power of eminent domain or the power to levy 
taxes or special assessments. In transferring real property to a PDA, the port district or districts creating 
the PDA must impose appropriate deed restrictions necessary to ensure the continued use of the 
property for the public purpose for which the property is transferred. 
 
The NWSA is governed by its Managing Members, with each Managing Member acting pursuant to the 
Charter through its elected commissioners. The Managing Members appointed a Chief Executive Officer 
who is responsible for hiring staff and entering into service agreements with the Managing Members as 
needed. Staff is comprised of certain Port of Tacoma and former Port of Seattle employees assigned 
either in full or in part to work in roles in the NWSA. In addition, both Managing Members may provide 
services through support service agreements with a portion of staff time allocated to and reimbursed by 
the NWSA.  
 
Effective January 1, 2016, the revenues and expenses associated with Licensed Properties were 
accounted for and reported by the NWSA.  The initial funding of working capital and capital construction 
and subsequent earnings and cash distributions are presented on the statement of net position. 
Additional information about the formation of the NWSA is presented in the MD&A. 
 
The home ports agreed to share investments, earnings and cash distributions on a 50/50 basis. The 
home ports initial contribution of Licensed Properties to the NWSA was 50 percent (based on the value of 
the contributed facilities using cash flow forecasts for each parcel that went to the NWSA). The initial cash 
investment totaling $78 million, of which $51 million funded Working Capital and $27 million funded 
Capital Construction projects, were shared equally. The home ports contributed an additional $16.8 
million of non-cash work in process capital projects that started in the home port and will be completed by 
NWSA for an opening investment of $94.8 million. 
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Note 1. Summary of Significant Accounting Policies (Continued) 

The NWSA distributes cash to each home port on cash flow from operations, calculated pursuant to 
GAAP. Cash distributions are to be made no less than quarterly based on each Managing Member’s 
percentage of total shares; however, during 2016 cash distributions have been generally made in the 
following month after the amount due was determined. The investment in joint venture activity is 
presented on the statement of net position. 
 
Nature of business: The PDA is used to account for the general operations of the NWSA as more fully 
described below. 
 
The NWSA is authorized by Washington law to provide and charge rentals, tariffs and other fees for 
docks, wharves and similar harbor facilities, including associated storage and traffic handling facilities, for 
waterborne commerce. The NWSA may also provide freight and passenger terminals and transfer and 
storage facilities for other modes of transportation, including air, rail and motor vehicles.  
 
Measurement focus, basis of accounting and presentation: The financial statements of the NWSA 
have been prepared in conformity with accounting principles generally accepted in the United States of 
America, as applied to government units. The Governmental Accounting Standards Board (GASB) is the 
accepted standard-setting body for establishing governmental accounting and financial reporting 
principles. The NWSA is accounted for on a flow of economic resources measurement focus and the full-
accrual basis of accounting where revenues are recognized when earned and expenses are recognized 
when incurred, regardless of the timing of the related cash flows. 
 
The accounting records of the NWSA are maintained in accordance with methods prescribed by the State 
Auditor under the authority of Chapter 43.09, Revised Code of Washington. The NWSA also follows the 
Uniform System of Accounts for Port Districts in the state of Washington. 
 
Use of estimates: The preparation of financial statements in conformity with accounting principles 
generally accepted in the United States of America requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities, and disclosure of contingent assets 
and liabilities, at the date of the financial statements. Significant estimates also affect the reported 
amounts of revenues and expenses during the reporting period. Significant estimates made by the NWSA 
include depreciation and environmental liabilities. Actual results could differ from those estimates. 
 
Significant risks and uncertainties: The NWSA is subject to certain business risks that could have a 
material impact on future operations and financial performance. These risks include economic conditions, 
collective bargaining disputes, federal, state and local government regulations, and changes in law. 
 
The formation of the NWSA is intended to reduce pricing competition between the home ports by creating 
a unified gateway, to allow for coordination regarding customer relationships, to improve capacity 
utilization between the home ports, and to rationalize strategic capital investments. The formation of the 
NWSA may or may not successfully address these risks, and may create new risks, including the risks 
associated with a new joint venture funded by the Managing Members with equal Membership Interests, 
and reliance on the financial strength of the home ports to fund future capital expenditures and shortfall in 
working capital. 
 
 
 

B-19



The Northwest Seaport Alliance 
 
Notes to Financial Statements 
 

16 

Note 1. Summary of Significant Accounting Policies (Continued) 

The Charter requires that the NWSA maintain the Bond Income Calculation and not to take any action 
that would reasonably reduce its income below this minimum net operating income level unless each 
Managing Member votes separately to approve that action. This minimum net operating level was 
established based on the amount required at formation of the NWSA for the Managing Members to meet 
their then current bond rate covenants, and may not always reflect the amount required to meet bond rate 
covenants on a going-forward basis. 
 
If net operating income before depreciation of the NWSA is not sufficient for either home port to be in 
compliance with a rate covenant (as described in each Managing Member’s governing bond resolutions in 
effect as of the Effective Date), then: (i) upon that Managing Member’s request, the NWSA shall hire an 
independent third-party consultant to perform analysis and make recommendations for actions needed to 
achieve bond covenant compliance; (ii) if the consultant recommends an action that the NWSA is 
unwilling, unable or refuses to undertake, either Managing Member can require dissolution of the NWSA 
following the dispute resolution process even if within the “Initial Period” (as defined in the Charter, “the 
expiration of 20 years following the NWSA’s formation”); and (iii) the NWSA shall have at least four 
months to respond, act and or dissolve following its receipt of the consultant’s recommended action, 
unless a shorter time is required by the applicable bond covenants.  
 
The NWSA selected as its Chief Executive Officer, the Chief Executive Officer of the Port of Tacoma, who 
may serve in those dual roles for up to five years. It is possible that the dual role may pose a real or 
perceived conflict of interest.  
 
Cash and cash equivalents: Cash represents cash and demand deposits. The NWSA maintains its cash 
in bank deposit accounts, which are covered by the Public Deposit Protection Commission of the state of 
Washington. All short-term investments with a maturity of three months or less at the date of purchase are 
considered cash equivalents. 
 
Trade accounts receivable: Trade accounts receivable are carried at original invoice amount less an 
estimate made for doubtful accounts based on a review of all outstanding amounts. Management 
determines the allowance for doubtful accounts by identifying delinquent accounts and by using historical 
experience applied to an aging of accounts. Trade accounts receivable are written off when deemed 
uncollectible. Recoveries of receivables previously written off are recorded when received. The allowance 
for doubtful accounts at December 31, 2016, was $3.1 million. 
 
Investments: Investments are stated at fair value which is the price that would be received in an orderly 
transaction between market participants at the measurement date. The NWSA also has investments in 
the state Local Government Investment Pool (LGIP). The LGIP is similar to a money market fund 
recognized by the Securities and Exchange Commission. The LGIP invests in U.S. Agency Securities, 
Repurchase Agreements, U.S. Treasury Securities, Interest Bearing Bank Deposits, and Certificates of 
Deposit. The investments are limited to high-quality obligations with limited maximum and average 
maturities. These investments are valued at amortized cost. Interest income on investments is recognized 
as earned. Interest income and changes in the fair value of investments are recognized on the statement 
of revenues, expenses and changes in net position. The NWSA’s general policy is to not hold more than 
20 percent of its holdings in any one investment. See Note 2 for further information. 
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Note 1. Summary of Significant Accounting Policies (Continued) 

Capital assets and depreciation: The NWSA has an annual operating budget and a five-year capital 
improvement plan. Capital assets are recorded at cost. Donated assets are recorded at acquisition value 
on the date donated. 
 
The NWSA’s policy is to capitalize all asset additions greater than $20,000 and with an estimated life of 
more than three years. Depreciation is computed on the straight-line method. The following lives are 
used: 
 

Years

Buildings and improvements 10-75
Machinery and equipment 3-20
 
Preliminary costs incurred for proposed projects are deferred pending construction of the facility. Regular 
monthly reviews are completed and costs relating to projects ultimately constructed are transferred to the 
appropriate capital asset account; charges that relate to abandoned projects are expensed when the 
project is abandoned. 
 
Net position: Net position consists of net investment in capital assets, restricted and unrestricted net 
position. Net investment in capital assets consists of capital assets, net of accumulated depreciation 
which was $80.5 million at December 31, 2016. Net position is reported as restricted when there are 
limitations imposed on their use either through the enabling legislation adopted by the NWSA or through 
external restrictions imposed by creditors, grantors, laws or regulations of other governments. There were 
no restrictions on net position at December 31, 2016. The unrestricted component of net position is the 
net amount of the assets less liabilities that are not included in the determination of net investment in 
capital assets or the restricted components of net position and was $50.6 million at December 31, 2016. 
 
Retentions payable: The NWSA enters into construction contracts that may include retention provisions 
such that a certain percentage of the contract amount is held for payment until completion of the contract 
and acceptance by the NWSA. The NWSA’s policy is to pay the retention due only after completion and 
acceptance have occurred. Retentions payable totaled $44,000 at December 31, 2016. Retentions 
payable are included in accounts payable and accrued liabilities on the accompanying statement of net 
position. 
 
Federal and state grants: The NWSA may receive federal and state grants as reimbursement for 
construction of facilities and other capital projects. These grants are included in capital contributions on 
the accompanying statement of revenues, expenses and changes in net position. 
 
Employee benefits: The NWSA accrues unpaid vacation and sick leave benefit amounts as earned and 
payable upon termination. These benefits are accrued at current rates of compensation. Accrued vacation 
and sick leave are included in payroll and taxes payable and amounted to $399,000 and $171,000, 
respectively, at December 31, 2016. Vacation and sick leave paid in 2016 was $311,000 and $153,000, 
respectively. The estimated total amount of vacation and sick leave expected to be paid in 2017 is 
$320,000 and $157,000, respectively. 
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Note 1. Summary of Significant Accounting Policies (Continued) 

The NWSA provides health care benefits for eligible employees through the voluntary employees’ 
beneficiary association (VEBA) which is a tax-exempt health and welfare trust and through the health 
reimbursement arrangement (HRA) plan. The plan is closed to employees not covered by collective 
bargaining agreements hired on or after April 1, 2013. The plans require the NWSA to contribute $217 per 
month to the VEBA accounts of eligible employees. The NWSA contributed $87,000 to eligible employee 
VEBA accounts in 2016. 
 
Pensions: The NWSA’s full-time and qualifying part-time employees participate in the cost-sharing, 
multiple-employer public employee defined benefit retirement plans administered by the Washington 
State Department of Retirement Systems (DRS). The employer of record for the DRS is the Port of 
Tacoma for the year ended December 31, 2016. In 2016 the NWSA made all required contributions 
directly to DRS for its employees. On January 1, 2017, the NWSA established a separate account with 
DRS and will be an employee of record and will record its share of pension liability. 
 
Environmental remediation costs: The NWSA environmental remediation policy requires accrual of 
pollution remediation obligation amounts when: (a) one of the following specific obligating events is met 
and (b) the amount can be reasonably estimated. Obligating events include: imminent endangerment to 
the public; permit violation; NWSA named as party responsible for sharing costs; NWSA named in a 
lawsuit to compel participation in pollution remediation; or commenced or legally obligated to commence 
pollution remediation. Potential cost recoveries such as insurance proceeds, if any, are evaluated 
separately from the NWSA’s pollution remediation obligation. Costs incurred for pollution remediation 
obligations are typically recorded as non-operating environmental expenses unless the expenditures 
relate to the NWSA’s principal ongoing operations, in which case they are recorded as operating 
expenses. Costs incurred for pollution remediation obligations can be capitalized if they meet specific 
criteria. Capitalization criteria include: preparation of property in anticipation of a sale; preparation of 
property for use if the property was acquired with known or suspected pollution that was expected to be 
remediated; performance of pollution remediation that restores a pollution-caused decline in service utility 
that was recognized as an asset impairment; or acquisition of property, plant and equipment that have a 
future alternative use not associated with pollution remediation efforts.  
 
The NWSA licenses property from the home ports for its operations. Remediation costs associated with 
contamination on Licensed Properties that occurred before the formation of the NWSA shall remain the 
responsibility of the home port in which the Licensed Property is located. Remediation costs associated 
with redevelopment on Licensed Properties shall be the responsibility of the NWSA. At December 31, 
2016, the NWSA has determined that there is no environmental remediation liability to be recognized. 
 
Lease securities: Under the terms of certain Licensed Property lease agreements, the NWSA’s 
customers or tenants are required to provide security in the event of delinquencies in rent payment, 
default, or other events defined in these agreements. The security amounts are determined by lease 
terms. The NWSA held $12.9 million in lease securities at December 31, 2016, and this amount is 
presented in security deposits and other liabilities on the statement of net position.  
 
Operating and non-operating revenues and expenses: Terminal services and property rental 
revenues are charges for use of the NWSA’s facilities and are reported as operating revenue. Other 
revenues generated from non-operating sources are classified as non-operating. 
 
Operating expenses are costs primarily related to the terminal services and property rental activities. 
Interest expense and other expenses incurred not related to the operations of the NWSA’s terminal and 
property rental activities are classified as non-operating. 
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Note 1. Summary of Significant Accounting Policies (Continued) 

Recent accounting pronouncements: In February 2015, the GASB issued Statement No. 72, Fair 
Value Measurement and Application. The primary objective of this statement is to establish general 
principles for measuring fair value and standards of accounting and financial reporting for assets and 
liabilities measured at fair value. The NWSA adopted this standard and included the prescribed 
disclosures in Note 11, Fair Value Measurements.  
 
In December 2015, the GASB issued Statement No. 79, Certain External Investment Pools and Pool 
Participants. This statement addresses accounting and financial reporting for certain external investment 
pools and pool participants. Specifically, it establishes criteria for an external investment pool to qualify for 
making the election to measure all of its investments at amortized cost for financial reporting purposes. 
The requirements of this statement are effective for reporting periods beginning after June 15, 2015, 
except for certain provisions on portfolio quality, custodial credit risk, and shadow pricing. Those 
provisions are effective for reporting periods beginning after December 15, 2015. The NWSA adopted this 
standard and included the prescribed disclosures in Note 2, Deposits and Investments.  
 
In November 2016, the GASB issued Statement No. 83, Certain Asset Retirement Obligations. This 
statement addresses accounting and financial reporting for certain asset retirement obligations and 
establishes criteria for determining the timing and pattern of recognition of a liability and a corresponding 
deferred outflow of resources for asset retirement obligations. The requirements of this statement are 
effective for reporting periods beginning after June 15, 2018. NWSA is currently evaluating the effect of 
the adoption of this standard on its financial statements and related disclosures. 
 
In January 2017, the GASB issued Statement No. 84, Fiduciary Activities. The objective of this statement 
is to improve guidance regarding the identification of fiduciary activities for accounting and financial 
reporting purposes and how those activities should be reported and this statement establishes criteria for 
identifying fiduciary activities of all state and local governments. The requirements of this statement are 
effective for reporting periods beginning after December 15, 2018. NWSA is currently evaluating the 
effect of the adoption of this standard on its financial statements and related disclosures. 
 

Note 2. Deposits and Investments  

Discretionary deposits: The NWSA’s cash and cash equivalents of $21.8 million at December 31, 2016, 
were deposited in qualified depositories as required by state statute. Deposits in excess of federal 
depository insurance coverage are covered by the Public Deposit Protection Commission of the State of 
Washington (PDPC). The PDPC is a statutory authority under chapter 39.58 RCW. Currently, all public 
depositories with the state fully collateralize uninsured public deposits at 100 percent. 
 
Investments: State of Washington statutes authorize the NWSA to invest in direct obligations of the U.S. 
Government, certificates of deposit, bankers’ acceptances, repurchase agreements, commercial paper 
and certain municipal bonds. These investments must be placed with or through qualified public 
depositories of the state of Washington. 
 
Risks: 
 
Interest rate risk: Interest rate risk is the risk that changes in interest rates will adversely affect the fair 
value of an investment. The NWSA’s investment guideline is to maximize investment return while 
preserving liquidity. To the extent possible, the NWSA will attempt to match its investments with 
anticipated cash flow requirements using the specific-identification method. 
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Note 2. Deposits and Investments  (Continued) 

Credit risk: Credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder 
of the investment. This is measured by the assignment of a rating by a nationally recognized statistical 
rating organization. The LGIP is an external investment pool, as defined by the GASB. 
 
Custodial credit risk: Custodial credit risk is the risk that, in the event of the failure of the counterparty, 
the NWSA will not be able to recover the value of its investments or collateral securities that are in the 
possession of the outside party. To minimize this risk, the NWSA’s policy requires that all security 
transactions are settled “delivery versus payment.” This means that payment is made simultaneously with 
the receipt of the security. These securities are delivered to the NWSA’s safekeeping bank. With the 
exception of the Washington State LGIP, the NWSA’s investment securities are registered, or held by the 
NWSA or its agent in the NWSA’s name. The certificates of deposit are covered by the PDPC. The PDPC 
is a statutory authority under Chapter 39.58 RCW. The PDPC approves which banks and thrifts can hold 
state and local government deposits and monitors collateral pledged to secure uninsured public deposits. 
This secures public treasurers’ deposits when they exceed the amount insured by the FDIC by requiring 
banks and thrifts to pledge securities as collateral. 
 
In 2016, the NWSA adopted GASB 79, Certain External Investment Pools and Pool Participants, due to 
the NWSA’s participation in the LGIP. The LGIP manages a portfolio of securities that meet the maturity, 
quality, diversification and liquidity requirements set forth by the GASB for external investment pools that 
elect to measure, for financial reporting purposes, investments at amortized cost. The funds are limited to 
high quality obligations with regulated maximum and average maturities to minimize both market and 
credit risk. LGIP participants may contribute and withdraw funds on a daily basis. Participants must inform 
the Office of the State Treasurer of any contribution or withdrawal over $1 million no later than 9 a.m. on 
the same day the transaction is made. Contributions or withdrawals for $1 million or less can be 
requested at any time prior to 10 a.m. on the day of the transaction. However, participants may complete 
transactions greater than $1 million when notification is made between 9 a.m. and 10 a.m., at the sole 
discretion of the Office of the State Treasurer. All participants are required to file with the State Treasurer 
documentation containing the names and titles of the officials authorized to contribute or withdraw funds. 
 
The table below identifies the types of investments, concentration of investments in any one issuer, and 
maturities of the NWSA investment portfolio as of December 31, 2016 (dollars in thousands): 
 

Percentage of
Investment Type Fair Value Less than 1 1-3 More than 3 Total Portfolio

Federal Home Loan Bank 8,952  $            -$                 -$                 8,952  $            13.0%
Federal Home Loan Mortgage Corporation 3,006                -                   3,006                -                   4.4%
Federal National Mortgage Association 6,988                -                   6,988                -                   10.1%
Municipal Bonds 9,274                3,345                -                   5,929                13.4%
State Local Investment Pool * 40,765              40,765              -                   -                   59.1%

Total investments 68,985  $          44,110  $          9,994  $            14,881  $          100.0%

Percentage of total portfolio 63.9% 14.5% 21.6% 100.0%

Maturities (in Years)

 
* Investments in Washington State Local Investment Pool are valued at amortized cost.  
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Note 2. Deposits and Investments  (Continued) 

The table below identifies the credit risk of the NWSA’s Investment portfolio as of December 31, 2016 
(dollars in thousands): 
 

Investment Type Fair Value A1 Aa3 Aa2 Aa1 Aaa No Rating

Federal Home Loan Bank 8,952  $       -$             -$             -$             -$             8,952  $       -$             
Federal Home Loan Mortgage Corporation          3,006   -               -               -               -               3,006           -               
Federal National Mortgage Association          6,988   -               -               -               -               6,988           -               
Municipal Bonds          9,274            1,331            4,399   2,000                    1,544   -               -               
State Local Investment Pool *        40,765   -               -               -               -               -               40,765         

Total 68,985  $     1,331  $       4,399  $       2,000  $       1,544  $       18,946  $     40,765  $     

Moody’s Equivalent Credit Ratings

 
* Investments in Washington State Local Investment Pool. The fair value of the investments is the same 

as the amortized cost of the pool shares. 
 

Note 3. Capital Assets 

The following capital asset activity took place during 2016 (dollars in thousands): 
 

Beginning Retirements
of Year Additions Transfers and Other End of Year

Capital assets not being depreciated:
Construction in process -$             73,222  $     (12,500)  $     $              -   60,722  $     

Total capital assets not 
being depreciated -               73,222         (12,500)        -               60,722         

Capital assets being depreciated:
Buildings -               -               4,706           -               4,706           
Improvements -               7,842           6,480           -               14,322         
Machinery and equipment -               -               1,314           -               1,314           

Total capital assets
being depreciated -               7,842           12,500         -               20,342         

Less accumulated depreciation:
Buildings -               (156)             -               -               (156)             
Improvements -               (173)             -               -               (173)             
Machinery and equipment -               (203)             -               -               (203)             

Total accumulated depreciation -               (532)             -               -               (532)             
Net, capital assets being 

depreciated -               7,310           12,500         -               19,810         

Net, capital assets -$             80,532  $     -$             -$             80,532  $     
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Note 4. Risk Management 

The NWSA is exposed to various risks of loss principally related to torts. To limit its exposure, the NWSA 
purchases a Special Liability Insurance Program (SLIP). The SLIP provides commercial general liability, 
public officials’ errors and omissions, employment practices liability and non-owned and hired automobile 
liability subject to limits of $10 million per occurrence. No deductible under the SLIP exceeds $10,000. A 
separate crime policy is also purchased. As further protection, the NWSA is named as Additional Insured 
under the Port of Tacoma and the Port of Seattle liability policies, both of which purchase coverage to 
limits of $150 million.  
 
The NWSA is self-insured for its regular medical coverage. The liability for unpaid medical claims totaling 
$105,000 at December 31, 2016, is included in payroll and taxes payable on the accompanying statement 
of net position and is expected to be paid in 2017. Excess loss coverage has been purchased through an 
outside provider to limit individual loss to $110,000. Self-insured claim activity for December 31, 2016, is 
as follows (dollars in thousands): 
 
Claims liability, beginning of year -$                  
Claims reserve 735                   
Payments on claims (630)                  

Claims liability, end of year 105  $               
 
The NWSA self-insures for workers’ compensation losses subject to a $1.25 million self-insured retention 
as a Named Insured under the Port of Tacoma’s excess workers’ compensation policy. There was no 
accrual for claims incurred as of December 31, 2016. 
 

Note 5. Lease Commitments 

The NWSA leases land, office space and other equipment under operating leases that expire through 
2020. Future Minimum lease payments under non-cancellable operating leases are as follows (dollars in 
thousands): 
 
Years ending December 31:

2017 780  $               
2018 780                   
2019 780                   
2020 520                   

Total minimum payments required 2,860  $            
 
Total rent expense under non-cancellable operating leases for the year ended December 31, 2016, was 
$720,000. 
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Note 5. Lease Commitments (Continued) 

The NWSA, as a lessor (via licensing agreements with the home ports), leases land and facilities under 
terms of 1 to 50 years. In addition, some properties are rented on a month-to-month basis. Future 
minimum rents receivable under non-cancellable operating leases and subleases are as follows (dollars 
in thousands): 
 
Years ending December 31:

2017 104,377  $        
2018 90,803              
2019 88,586              
2020 87,375              
2021 83,844              
Thereafter 886,429            

Total minimum future rents 1,341,414  $     
 
Licensed assets of the home ports and NWSA assets held for rental and leasing purposes for the year 
ended December 31, 2016, are as follows (dollars in thousands): 
 
Land 659,650  $        
Buildings, improvements and equipment, net 617,661            

Total, net of accumulated depreciation 1,277,311  $     
 

Note 6. Pension Plans 

The NWSA’s full-time and qualifying part-time employees participate in the cost-sharing, multiple-
employer public employee defined benefit retirement plans administered by the Washington State 
Department of Retirement Systems, under cost-sharing, multiple-employer public employee defined 
benefit retirement plans (PERS). The NWSA employees remained on the Port of Tacoma payroll through 
December 31, 2016, and participated in PERS under the Port of Tacoma. The NWSA made all required 
contributions directly to DRS during 2016. On January 1, 2017, the NWSA established a separate 
account with DRS. 
 
Historical trend and other information regarding each plan are presented in the Washington State 
Department of Retirement Systems comprehensive annual financial report. A copy of this report may be 
obtained at:  
 

Department of Retirement Systems 
Communications Unit 
P. O. Box 48380 
Olympia, WA 98504-8380 
Internet Address: www.drs.wa.gov 
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Note 6. Pension Plans (Continued) 

Contributions: The required contribution rates, expressed as a percentage of covered payrolls, as of 
December 31, 2016, were: 
 

PERS Plan 1 PERS Plan 2 PERS Plan 3

Employer* 11.18% 11.18% 11.18%**
Employee 6.00% 6.12% ***
 
* The employer rates include the employer administrative expense fee of 0.18% for 2016  
** Plan 3 defined benefit portion only 
*** Rate selected by PERS 3 members, 5% minimum to 15% maximum 
 
Both the NWSA and the employees made the required contributions. The NWSA’s required contribution 
for December 31, 2016, was $564,000. 
 

Note 7. Deferred Compensation Plans 

The NWSA offers its employees a deferred compensation plan created in accordance with Internal 
Revenue Code Section 457. The plan, available to all NWSA employees, permits them to defer a portion 
of their salary until future years. In accordance with GASB authoritative guidance, accounting and 
reporting for Internal Revenue Code Section 457 deferred compensation plans, employee assets are not 
reflected in the NWSA’s financial statements. 
 
The NWSA established a profit sharing plan for non-represented employees in accordance with Internal 
Revenue Code Section 401. The plan provides for an annual contribution to each eligible employee’s 
401 account based on the NWSA meeting financial targets. The minimum contribution of $100 or a 
maximum contribution of 4 percent of total salaries of eligible employees will be made annually to the 
401 accounts. In addition to the employer contribution, eligible employees may defer a portion of their 
salary until future years. The NWSA did not contribute to the plan in 2016.  
 
Both plans are fully funded and held in outside trusts. The fund is not available to employees until 
termination, retirement, death or unforeseeable emergency. 
 

Note 8. Commitments and Contingencies 

Commitments: The NWSA has entered into separate contractual agreements for terminal maintenance, 
infrastructure improvements, environmental projects, and professional services. At December 31, 2016, 
the remaining commitments amounted to $479,000. During NWSA’s start-up period, the Port of Tacoma 
acting as an agent for the NWSA per support services agreements issued contracts on behalf of the 
NWSA. The remaining commitments on these contracts was $591,000 at December 31, 2016, and will be 
reimbursed by the NWSA. 
 
The NWSA agreed to purchase support services from both home ports during NWSA’s startup and 
transition period. See Note 10, Related-Party Transactions, for additional information. 
 
Contingencies: The NWSA is named as a defendant in various other lawsuits incidental to carrying out 
its function. The NWSA believes its ultimate liability, if any, will not be material to the financial statements. 
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Note 9. Major Customers 

Operating revenues for the year ended December 31, 2016, of $195.2 million included $151.5 million, or 
78 percent of operating revenue from 10 customers, three of these customers individually accounted for 
10 percent or more of operating revenues, and in aggregate, 40 percent of operating revenues. 
Receivables from the 10 significant customers totaled $8.2 million, or 75 percent of total trade 
receivables. 
 

Note 10. Related-Party Transactions 

As more fully described in the MD&A and Note 1, Summary of Significant Accounting Policies, the NWSA 
entered into licensing agreements with each home port for the exclusive use, operation and management 
of certain facilities or Licensed Properties. These licensing agreements generated 100 percent of NWSA 
revenues in 2016. 
 
Support services agreements: The NWSA entered into support services agreements with the home 
ports to receive support services during NWSA’s start-up and transition period as the NWSA works to 
setup its back office infrastructure and staff positions. The support services received by the NWSA 
include finance, human resources, information technology, public affairs, risk management, capital 
construction and environmental project management and contracting, equipment and facilities 
maintenance, security, and office infrastructure. During 2016, support services paid by NWSA to the 
home ports totaled $38.1 million. The expenses are included in operating expenses on the accompanying 
statement of revenues, expenses and changes in net position.  
 
The NWSA entered into support services agreements with the Port of Tacoma to provide the Port of 
Tacoma executive management, commercial, environmental and planning support services. In 2016, 
support services provided to the Port of Tacoma by NWSA amounted to $1.1 million. The amount of 
operating expenses on the accompanying statement of revenues, expenses and changes in net position 
are net of the charges to the Port of Tacoma. The NWSA did not enter into agreements to provide support 
services to the Port of Seattle.  
 
Related-party receivable and payable: During 2016, the NWSA generally repaid the home ports for 
support services in the following month, after the amount due was determined. At December 31, 2016, 
$20.6 million was payable to the home ports and is presented on the statement of net position as related-
party payable - Managing Members. 
 
The NWSA distributes cash flow from operations, calculated pursuant to GAAP the home ports. During 
2016, cash distributions have been generally made in the following month, after the amount due was 
determined. At December 31, 2016, $20.8 million was payable to the home ports and is presented on the 
statement of net position as related-party payable - Managing Members. 
 
The NWSA was initially funded with $27 million to support a five-year capital improvement plan. During 
2016, each Managing Member authorized additional Capital Construction contributions primarily for pier, 
backlands, gate improvements and two additional cranes to support an amended lease agreement at the 
South Harbor totaling $16.8 million. The $16.2 million approved Capital Construction contributions will be 
funded by the home ports as the NWSA incurs spending on the approved projects. The home ports 
generally funded the capital construction spending made in the following month, after the amount 
receivable was determined. At December 31, 2016, $15.6 million was receivable from the home ports and 
is presented on the statement of net position as related-party receivable - Managing Members. 
 
Additionally, the NWSA CEO also serves as the CEO of the Port of Tacoma. The CEO will serve in dual 
roles through the transition period or until a new Port of Tacoma CEO is hired in late 2017. 
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Note 11. Fair Value Measurements 

In 2016, the NWSA adopted GASB issued Statement No. 72, Fair Value Measurement and Application. 
The guidance requires that assets and liabilities carried at fair value will be classified and disclosed in one 
of the following three categories: 
 
Level 1: Quoted market prices in active markets for identical assets or liabilities. 
 
Level 2: Observable market based inputs or unobservable inputs that are corroborated by market data. 
 
Level 3: Unobservable inputs that are not corroborated by market data. 
 
In determining the appropriate levels, the NWSA performs a detailed analysis of the assets and liabilities 
that are subject to the guidance. The NWSA’s fair value measurements are evaluated by an independent 
third-party vendor. The third-party vendor uses a variety of methods when pricing these securities that 
incorporate relevant observable market data to arrive at an estimate of what a buyer in the marketplace 
would pay for a security under current market conditions. Level 1 inputs are quoted prices in active 
markets for identical assets assessed at the measurement date. An active market for the asset is a 
principal market in which transactions for the asset are open to many and occur with sufficient frequency 
and volume. Level 2 inputs include quoted prices for similar assets in active markets, quoted prices for 
identical or similar assets in markets where there isn’t sufficient activity, and/or where price quotations 
vary substantially either over time or among market makers (some brokered markets, for example), or in 
which little information is released publicly. The NWSA does not have any Level 3 assets or liabilities at 
December 31, 2016. 
 
The table below presents the balances of assets and liabilities measured at fair value by level within the 
hierarchy at December 31, 2016 (dollars in thousands): 
 

Level 1 Level 2 Total
Investments:

Federal Home Loan Bank -$                  8,952  $            8,952  $            
Federal Home Loan Mortgage Corporation -                    3,006                3,006                
Federal National Mortgage Association 6,988                -                    6,988                
Municipal Bonds 2,384                6,890                9,274                

Total investments 9,372  $            18,848  $          28,220  $          
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Domestic�passenger�yield�trends�at�the�Airport�for�Delta�and�Alaska�Airlines�show�that�airline�
competition�has�not�resulted�in�a�degradation�of�fares.��Delta’s�average�domestic�yield,�
measured�as�revenue�per�mile�flown,�increased�from�10.83�to�12.06�cents�per�mile�between�
2011�and�2016.��Alaska�Airlines’�yields�at�the�Airport�declined�over�the�same�period,�from�13.81�
to�12.80�cents�per�mile,�which�is�consistent�with�the�increase�in�the�airline’s�average�distance�
flown,�as�longer�stage�lengths�are�typically�associated�with�lower�yields.�

Table�13�
HISTORICAL�DOMESTIC�LOAD�FACTOR�AND�YIELDS�–�DELTA�AND�ALASKA�AIRLINES�

Seattle!Tacoma�International�Airport�
(2011!2016)�

��
� Delta� Alaska�

Year�� Load�Factor�� �Yield�� Load�Factor�� Yield��
2011� ���89.6%� ��10.83¢� ���85.1%� ��13.81¢�
2012� 91.2� 11.40� 86.6� 14.62�
2013� 88.7� 11.55� 86.0� 14.49�
2014� 88.0� 12.50� 85.7� 14.23�
2015� 87.8� 12.63� 85.0� 13.87�
2016� 86.6� 12.06� 85.6� 12.80�

�
Note:�Alaska�Airlines�includes�the�activity�of�Virgin�America,�which�was�acquired�by�Alaska�in�December�
2016.���
Source:��U.S.�DOT�O&D�Survey�via�Database�Products;�U.S.�DOT�T!100�via�Database�Products.�

THE�AIRPORT’S�ROLE�IN�DELTA�AIR�LINES’�SYSTEM��

Delta�Air�Lines�was�the�second�busiest�airline�at�the�Airport�in�2016�with�4.7�million�enplaned�
passengers�compared�with�Alaska�Airlines’�11.6�million�enplaned�passengers24.��Delta�overtook�
United�as�the�second�busiest�airline�at�the�Airport�in�2011�and�has�increased�its�number�of�
enplaned�passengers�at�the�Airport�each�year�thereafter.���

� �

�������������������������������������������������������
24�Includes�activity�of�Virgin�America,�which�was�acquired�by�Alaska�Airlines�in�December�2016�and�
regional/commuter�airlines.�
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 D-1 

PORT’S TAXING POWER 

Taxing Authority 

The Port has statutory authority to levy property taxes within its boundaries (which are co-terminus with the 
boundaries of King County (the “County”)) for general purposes of the Port, including the establishment of a capital 
improvement fund for future capital improvements and the repayment of unlimited tax and limited tax general 
obligation bonds of the Port, to finance certain industrial development activities and to fund special projects 
(the “Tax Levy”).  In the County, property taxes are collected by the County’s Department of Finance (the “County 
Treasurer”) and distributed to the various taxing districts (including the Port) that levy ad valorem taxes upon 
taxable property within the County.  See “TAX LEVY RATES, RECORDS AND PROCEDURES” below. 
 
The Tax Levy may be imposed at a rate not to exceed $0.45 per $1,000 of assessed value of taxable property within 
the Port district, as described below under “Tax Levy.”  However, the Tax Levy is also subject to the 101 percent 
statutory limitation on annual increases described below under “Levy Limits.”  Thus, the maximum Tax Levy is 
determined by the first to be reached of the $0.45 millage rate or the 101 percent statutory limitation.  The Port’s 
2017 Tax Levy is budgeted to be $72.0 million (an estimated millage rate of $0.1533) as shown on Table D-1, 
entitled “Tax Levy Activity 2013–2017.” 

Levy Limits 

Tax levies for port districts are subject to certain statutory limitations, but not to the tax levy limitations set by the 
State Constitution.  The statutory limitation on annual increases in the dollar amount of regular property taxes is set 
forth in chapter 84.55 RCW, which limits the total dollar amount of regular property taxes levied by an individual 
taxing district to the amount of such taxes levied in the highest of the three most recent years, multiplied by a limit 
factor, plus an adjustment to account for taxes on new construction at the previous year’s rate.  The limit factor is 
defined as the greater of (i) the lesser of 101 percent or 100 percent plus inflation (the implicit price deflator for 
personal consumption for the United States); or (ii) any percentage up to 101 percent, if approved by a majority vote 
plus one vote of the governing body of the taxing district, upon a finding of substantial need.  Because the regular 
property tax increase limitation applies to the total dollar amount levied rather than to levy rates, increases in the 
assessed value of all property in the taxing district (excluding new construction) that exceed the growth in taxes 
allowed by the limit factor result in decreased regular tax levy rates, unless voters authorize a higher levy amount.  
Decreases in the assessed value of all property in the taxing district could require a higher regular tax levy rate to 
produce the same total dollar amount.  Chapter 84.55 RCW permits any taxing district, including the Port, to seek 
approval from the electors for a tax increase in excess of the levy limitation.  In addition, chapter 84.55 RCW 
provides that, should the Port levy an amount less than the maximum allowed under the levy limitation in any year 
beginning in 1986, the Port may “bank” future levy capacity.  If the Port banks levy capacity, the Port may levy 
taxes in any subsequent year in an amount up to the maximum that would have been allowed had it levied to the full 
extent of the levy limitation in each prior year.   

Tax Levy 

Pursuant to its statutory authority, the Port may impose the Tax Levy without a vote of the electors to pay debt 
service on its limited tax general obligation bonds (but not debt service on Port revenue bonds) and to fund general 
purposes of the Port, including capital expenditures and maintenance and operation expenses.  For general purposes 
such as operating expenses and capital improvements, the Tax Levy may be imposed at a rate not to exceed $0.45 
per $1,000 of assessed value of taxable property within the Port district, subject to the statutory limitations on annual 
increases in the dollar amount of the Tax Levy described above under “Levy Limits” and under “TAX LEVY 
RATES, RECORDS AND PROCEDURES—Assessed Value Determinations.”  For the purpose of paying limited 
tax general obligation bonds, the Tax Levy is not subject to the $0.45 per $1,000 rate limitation applicable to the 
general purpose portion of the Tax Levy, but is subject to the statutory limitations on annual increases in the dollar 
amount of the Tax Levy described above under “Levy Limits.”  The Commission determines the actual amount of 
the Tax Levy each year as part of the Port’s business planning process described below.   

Also as part of the Port’s annual business planning process, the Commission provides guidance on and reviews the 
proposed uses of the Tax Levy.  In addition to the payment of general obligation (“G.O.”) bond debt service, the 
Port’s current guidelines recommend that the Tax Levy be used to fund expenditures that do not have a sufficient 
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revenue source and that provide economic benefits to County residents.  The Port expects the uses to include certain 
operating and capital costs of the Real Estate Division, certain environmental liabilities and regional transportation 
initiatives, including funding the remaining portion of the Port’s contractual payment to the State for the 
replacement of the Alaskan Way Viaduct.  The Port is authorized under state law to issue G.O. Bonds to refund Port 
revenue bonds, but has no current plans to do so.   

TAX LEVY RATES, RECORDS AND PROCEDURES 

Assessed Value Determinations 

The County Assessor (the “Assessor”) determines the value of all real property and certain personal property 
throughout the County that is subject to ad valorem taxation, with the exception of certain public service properties, 
such as utility and transportation properties, for which values are determined by the State Department of Revenue.  
The Assessor is an elected official whose duties and methods of determining value are prescribed and controlled by 
statute and by detailed regulations promulgated by the State Department of Revenue. 

For tax purposes, the assessed value of property is 100 percent of the property’s actual value.  All real property is 
subject to revaluation at least every four years, although since 1995, the Assessor’s policy has been to revalue 
residential property every year.  Personal property (generally only personal property used in the operation of a 
business) is listed by the Assessor on a roll at its currently assessed value (based in part upon reports provided by the 
property owners), and the roll is filed in the Assessor’s office.  Not all property is subject to taxation.  Washington 
statutes provide annual exemptions for property owned by numerous types of nonprofit entities and for farm and 
historical properties and provide exemptions or deferrals for certain retired or disabled persons whose incomes are 
below specified limits.  In addition, certain improvements to real property are not taxed during the first three years 
after completion of the improvements.  By October 15 of each year, the Assessor is required to file its annual 
revaluation report with the State Department of Revenue and by November of each year is required to provide its 
assessed value report to each taxing district that levies ad valorem taxes on property within the County, including 
the Port.  The Assessor’s determinations are subject to revision by the County Board of Appeals and Equalization 
and, if appealed, are subject to further revision by the State Board of Tax Appeals.  See “Tax Collection 
Procedures.” 

 
 
 
 
 
 

[Remainder of Page Intentionally Left Blank] 
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The following table shows the assessed value for taxable property within the Port district for purposes of the Port’s 
Tax Levy and the Port’s maximum and total Tax Levies in years 2013 through 2017. 

TABLE D-1 

RECENT TAX LEVY ACTIVITY 
2013 – 2017 

 
Tax  
Year 

Port District 
Assessed Value(1) 

Maximum Port 
Levy(2) 

Total Port 
Tax Levy(1)(3) 

Total Port Tax 
Levy Rate(4) 

General Obligation 
Bond Debt Service 

2017  $ 471,456,288,019   $ 99,019,205   $ 72,010,667  0.152741 $ 36,546,581  
2016 426,335,605,837  96,659,602  72,015,418  0.168917  34,524,417  
2015 388,118,855,592  95,220,093 73,003,849  0.188097  30,948,152  
2014 340,643,616,343 93,259,946 73,018,695 0.214355 68,900,328  
2013 314,746,206,667 91,462,486 73,020,604 0.231998 39,345,781 

    
(1) Unless otherwise noted, the amounts are sourced from the County’s Annual Reports for the purposes of the tax levy collected in the year 

identified in the column titled “Tax Year.” 
(2) Maximum amount that would be permitted to be collected within the statutory levy limitation, taking into account the Port’s banked levy 

capacity.  Amount is based on the assessed value provided in the County's Certification of Assessed Valuation, which may be different than 
the final assessed value provided in the County's Annual Report. 

(3) Tax Levy allocable for general purposes plus the tax levy allocable for limited tax G.O. bond debt service.  The amount of Tax Levy 
receipts shown in Table D-2, entitled “Tax Collection Record, 2012-2016,” was derived from the County’s Receivables Summary but 
includes supplements and cancellations and may differ from the totals reported by the County (above) by an immaterial amount. 

(4) Per $1,000 of assessed value.  Derived from “Port District Assessed Value” and “Total Port Tax Levy” amounts above. 
Sources: King County Assessor’s Office and Port of Seattle. 

Tax Collection Procedures 

The Commission levies property taxes in specific dollar amounts.  The rates for all taxes levied for all taxing 
districts in the County are determined, calculated and fixed by the Assessor, based upon the assessed value of the 
taxable property within the various taxing districts in the County.  The Assessor extends the tax levied within each 
taxing district upon a tax roll, which contains the total amounts of taxes levied and to be collected, and assigns a tax 
account number to each tax lot.  The tax roll is delivered to the County Treasurer, who is responsible for the billing 
and collection of taxes due for each account.  Tax bills are required to be sent in February.  All taxes are due and 
payable on April 30 of each tax year, but if the amount due from a taxpayer exceeds $50, one-half may be paid by 
April 30 and the balance no later than October 31 of that year.  A penalty of three percent is assessed for taxes 
delinquent as of January 1 and a penalty of eight percent is assessed for taxes delinquent as of July 1.  Interest, at a 
rate of 12 percent per annum, computed monthly on the full tax amount, is also assessed on delinquent tax bills. 

The methods of giving notice of payment of taxes due, accounting for the money collected, dividing the taxes 
collected among the various taxing districts (including the Port), and giving notice of delinquency and collection 
procedures are all determined by detailed statutes.  The lien for personal property taxes that have been levied by the 
Commission prior to filing of federal tax liens is prior to such federal tax liens.  In all other respects, the lien for 
property taxes is prior to all other liens or encumbrances of any kind on real or personal property subject to taxation.  
By law, the County Treasurer may commence foreclosure of a tax lien on real property after three years have passed 
since the first delinquency, but may not sell property eligible for deferral of taxes. 

 

 



 

 D-4 

Tax Collection Records 

The following table shows the Port’s Tax Levy for 2012 through 2016 and the amount and percentages of the tax 
collected in the year due and as of December 31, 2016. 

TABLE D-2 

TAX COLLECTION RECORD 
2012 – 2016 

 

Year 
Amount of 
Levy(1)(2) 

Amount 
Collected 

in Year Due 
% Collected 
in Year Due 

Amount 
Collected as of 
12/31/2016(2) 

% of Levy 
Collected as of 

12/31/2016 
2016 $ 72,015,418 $ 71,114,870 98.75 $ 71,114,870 98.75 
2015  73,003,847  72,082,049  98.74   72,791,444  99.71 
2014  73,018,695 72,009,166 98.62  72,874,680  99.80 
2013   73,020,604   71,931,975 98.51  72,990,877  99.96 
2012   73,014,552   71,878,512 98.44  73,003,759  99.99 

   
(1) The amount of the actual Tax Levy varies from the budgeted amounts shown in Table D-1 because of adjustments in assessed values and 

levy rates made by the County.  
(2) The amounts of Tax Levy receipts were derived from the King County Tax Receivables Summary but include supplements and 

cancellations and may differ from the totals reported by the County by an immaterial amount. 
Source:  Port of Seattle, from King County Tax Receivables Summary. 

Principal Taxpayers 

The following table lists the 10 largest taxpayers in the County and the assessed value of their property for the 
purposes of the Tax Levy for collection in 2017. 

TABLE D-3 

KING COUNTY LARGEST TAXPAYERS  
TAX LEVY FOR COLLECTION IN 2017 

 

Taxpayer Assessed Value 
Percent of Total 
Assessed Value 

Microsoft  $ 3,682,343,860 0.78% 
Puget Sound Energy/Gas/Electric 2,426,875,733 0.51 
The Boeing Company 2,100,461,749 0.45 
Acorn Development LLC 1,891,471,230 0.40 
Essex Property Trust 1,665,284,049 0.35 
Alaska Airlines 1,056,243,140 0.22 
Altus Group US Inc. 970,873,500 0.21 
Union Square LLC  840,558,301 0.18 
BRE Properties 812,346,515 0.17 
AvalonBay Communities  799,071,215 0.17 

Total assessed value of top 10 taxpayers $16,245,529,292 3.45 

Total assessed value of all other taxpayers 455,210,758,727 96.55 

Total assessed value for taxes due in 2017 $471,456,288,019 100.00 
   
Source:  King County Department of Assessments. 

OTHER PORT TAXING AUTHORITY 

Voted Tax Levy for Unlimited Tax General Obligation Bonds 

If general obligation bonds are approved by a vote of the electors, the Port may impose an excess levy to produce 
funds equal to the amount required to make principal and interest payments on unlimited tax general obligation 
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bonds.  Such excess levy would not be subject to any current statutory limitations.  The Port currently has no such 
unlimited tax general obligation bonds outstanding and none approved for issuance. 

The Industrial Development Levy 

For improvements within industrial development districts created by a port district, an additional $0.45 per $1,000 
assessed value of taxable property within the Port district (the “Industrial Development Levy”) may be levied for up 
to 12 years.  The Port levied the Industrial Development Levy for six years, but has not levied this tax for the 
seventh through twelfth years.  To levy the Industrial Development Levy for the remaining six years, the Port would 
be required to publish notice of intent to impose such a levy not later than June 1 of the first year of the levy.  If at 
least eight percent of voters who voted in the last gubernatorial election protest the levy within a 90-day period, a 
special election must be held and a majority of the voters of the Port district voting on the levy must approve the 
levy.  The Washington State Legislature (the “Legislature”), in the 2015 legislative session, provided an additional 
multi-year levy option for port districts’ industrial development levy (RCW 53.36.160).  Port districts, if they meet 
certain criteria, may levy the industrial development levy for up to three multi-year levy periods.  Each multi-year 
levy period may exceed 20 years from the date of the first levy in that period.  First and second year levy periods do 
not have to be consecutive, and first and second year levy periods may not overlap.  The aggregate revenue that may 
be collected during each of the first and second year levy periods may not exceed the sum of:  (i) $2.72/$1,000 of 
assessed value multiplied by the assessed valuation for taxes collected in the base year; plus (ii) the difference 
between (A) the maximum allowable amount that could have been collected under RCW 84.55.010 for the first six 
years of the collection period and (B) the amount calculated in (i). If a port district elects to use multi-year levy 
periods, the second multi-year levy period is subject to the potential election requirement described above. 

The Port last levied the Industrial Development Levy in 1968 and has no current plans to levy all or any portion of 
the remaining Industrial Development Levy. 

The Dredging Levy 

With the approval of the majority of voters within the Port district, an additional $0.45 per $1,000 assessed value of 
taxable property within the Port district may be levied for dredging, canal construction, leveling, or filling 
(the “Dredging Levy”).  The Port has never imposed the Dredging Levy. 

DEBT INFORMATION 

Port District General Obligation Debt Limitation 

Under State law, the Port may incur G.O. indebtedness payable from ad valorem taxes in an amount not exceeding 
one-fourth of one percent of the value of the taxable property in the Port district without a vote of the electors.  With 
the assent of three-fifths of the electors voting thereon, subject to a validation requirement, the Port may incur 
additional G.O. indebtedness, provided the total indebtedness of the Port at any time does not exceed three-fourths 
of one percent of the value of the taxable property in the Port district.  The limit on incurring indebtedness does not 
apply to obligations payable from revenues (special funds) or assessments. 
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The following tables provide information regarding the outstanding general obligation debt of the Port.  

TABLE D-4 
 

OUTSTANDING GENERAL OBLIGATION DEBT(1) 

 

Limited Tax General Obligation Bonds 
Final 

Maturity 

Amount 
Outstanding  

(as of July 2, 2017) 

 

Limited Tax General Obligation Refunding Bonds, 2004C 11/01/2019 $        9,715,000  
Limited Tax General Obligation Refunding Bonds, 2011 (AMT) 12/01/2025 49,665,000  
Limited Tax General Obligation Refunding Bonds, 2013A (Non-AMT) 11/01/2023 27,630,000  
Limited Tax General Obligation Refunding Bonds, 2013B (Taxable) 11/01/2025 44,410,000  
Limited Tax General Obligation and Refunding Bonds, 2015 06/01/2040 147,160,000  
Limited Tax General Obligation Bonds, 2017 01/01/2042   127,345,000  
Total Nonvoted General Obligation Debt  $  405,925,000  
   
Unlimited Tax General Obligation Bonds    
None    
    
Voted Bonds Total           $  -0-  
   
Total General Obligation Direct Debt of the Port $  405,925,000  
   

(1) As of July 2, 2017. 
Source: Port of Seattle. 

 
The following table reflects the estimated 2017 general obligation debt limit for the Port.  

TABLE D-5 
 

ESTIMATED DEBT LIMIT(1) 

 
Total Assessed Value (determined in 2016 for 2017 Tax Levy)(2) $  471,456,288,019 
Debt Limit, Nonvoted Debt, Including Limited Tax General Obligation Bonds 

(0.25% of Value of Taxable Property)   1,178,640,720 
Less:  Outstanding Limited Tax General Obligation Bonds  
 (including capital leases)   (405,925,000) 

Remaining Capacity for Limited Tax General Obligation Debt $  772,715,720 
  
Debt Limit, Total, Voted and Nonvoted Debt, General Obligation Debt 

(0.75% of Value of Taxable Property) 
$ 3,535,922,160 
 

Less: Outstanding Limited Tax General Obligation Bonds (including 
capital leases)   (405,925,000) 

Less: Outstanding Unlimited Tax General Obligation Bonds   -0- 
Remaining Capacity for Total General Obligation Debt $  3,129,997,160 

    
(1) As of July 2, 2017. 
(2) Per King County Assessor’s Office Certification of Assessed Valuation. 
Source:  Port of Seattle and King County Assessor’s Office. 
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August 22, 2017 
 
 

Port of Seattle 
Seattle, Washington 
 
Citigroup Global Markets Inc. 
Seattle, Washington 
 
Morgan Stanley & Co. LLC 
New York, New York 
 
Barclays Capital Inc. 
Seattle, Washington 
 
Goldman Sachs & Co. LLC 
Seattle, Washington 

J.P. Morgan Securities LLC 
Seattle, Washington 
 
Merrill Lynch, Pierce, Fenner & Smith 
  Incorporated 
Seattle, Washington 
 
Academy Securities, Inc. 
Chicago, Illinois 
 
Backstrom McCarley Berry & Co., LLC 
San Francisco, California 
 
The Williams Capital Group, L.P. 
Sacramento, California 

 
 

Re: Port of Seattle Intermediate Lien Revenue Refunding Bonds, Series 2017A 
(Non-AMT) — $16,705,000 

 
Ladies and Gentlemen: 
 
 We have acted as bond counsel to the Port of Seattle (the “Port”) and have examined a 
certified transcript of the proceedings taken in the matter of the issuance by the Port of its 
Intermediate Lien Revenue Refunding Bonds, Series 2017A (Non-AMT) in the aggregate 
principal amount of $16,705,000 (the “Series 2017A Bonds”), issued pursuant to Resolution 
No. 3540 of the Port Commission (the “Intermediate Lien Master Resolution”) and Resolution 
No. 3735 of the Port Commission (the “Series Resolution” and, together with the Intermediate 
Lien Master Resolution, the “Resolution”) for the purpose of refunding certain outstanding 
obligations of the Port and paying issuance costs. Capitalized terms used herein which are not 
otherwise defined shall have the meanings given such terms in the Resolution.  Simultaneously 
with the issuance of the Series 2017A Bonds, the Port is issuing its Intermediate Lien Revenue 
Refunding Bonds, Series 2017B (Taxable), and its Intermediate Lien Revenue Bonds, Series 
2017C (AMT), and its Intermediate Lien Revenue Bonds, Series 2017D (AMT).   
 

The Series 2017A Bonds are subject to redemption prior to their stated maturities as 
provided in the Bond Purchase Contract. 
 
 Regarding questions of fact material to our opinion, we have relied on representations of 
the Port in the Resolution and in the certified proceedings and on other certifications of public 
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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 Series 2017A Bonds have been legally issued and constitute valid and 
binding obligations of the Port, except to the extent that the enforcement of the rights and 
remedies of the owners of the Series 2017A Bonds may be subject to bankruptcy, insolvency, 
reorganization, moratorium and other similar laws affecting creditors’ rights heretofore or 
hereafter enacted to the extent constitutionally applicable and that their enforcement may also be 
subject to the exercise of judicial discretion in appropriate cases.  Both principal of and interest 
on the Series 2017A Bonds are payable solely out of a special fund of the Port designated as the 
“Port of Seattle Intermediate Lien Revenue Bond Fund” (the “Intermediate Lien Bond Fund”) 
and the Intermediate Lien Reserve Account. 
 

2. The Port has obligated and bound itself to set aside and pay into the Intermediate 
Lien Bond Fund out of Available Intermediate Lien Revenues and the money in the Revenue 
Fund amounts sufficient to pay the principal of and interest on the Series 2017A Bonds as the 
same become due.  The Port has further bound itself to pay into the Revenue Fund, as collected, 
all Gross Revenue. 
 

3. The Port has further pledged in the Resolution that payments to be made out of 
Gross Revenue and money in the Revenue Fund into the Intermediate Lien Bond Fund and into 
the Intermediate Lien Reserve Account shall be a first and prior lien and charge upon the 
Net Revenues, subject to the liens thereon of any Permitted Prior Lien Bonds and equal in rank 
to the lien and charge upon such Net Revenues of the amounts required to pay the Port’s 
Outstanding Intermediate Lien Revenue Bonds, Net Payments on any Parity Derivative Product, 
and any other revenue bonds hereafter issued on a parity therewith as provided in the Resolution.  
The Port has reserved the right to enter into Parity Derivative Products and issue bonds in the 
future with a lien against the Available Intermediate Lien Revenues on a parity with the lien 
thereon of Intermediate Lien Parity Bonds.  
 
 4. Interest on the Series 2017A 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.  Interest on the Series 2017A Bonds is 
not taken into account in determining adjusted current earnings for the purpose of computing the 
alternative minimum tax imposed on certain corporations.  The opinions set forth in the 
preceding sentences are subject to the condition that the Port 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 Series 2017A Bonds in order that the interest thereon be, and continue to be, 
excludable from gross income for federal income tax purposes.  The Port has covenanted to 
comply with all applicable requirements.  Failure to comply with certain of such covenants may 
cause interest on the Series 2017A Bonds to be included in gross income for federal income tax 
purposes retroactively to the date of issuance of the Series 2017A Bonds. 
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 We have not been engaged nor have we undertaken to review the accuracy, completeness 
or sufficiency of the official statement or other offering material relating to the Series 2017A 
Bonds (except to the extent, if any, specifically addressed by separate opinion to the 
Underwriters), and we express no opinion relating thereto or relating to the undertaking of the 
Port to provide ongoing disclosure pursuant to Securities and Exchange Commission 
Rule 15c2-12. 
 
 The Port has not designated the Series 2017A 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 Series 2017A 
Bonds.  Owners of the Series 2017A Bonds should consult their tax advisors regarding the 
applicability of any collateral tax consequences of owning the Series 2017A 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. 
 
 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, 
 
K&L GATES LLP 
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August 22, 2017 
 
 
Port of Seattle 
Seattle, Washington 
 
Citigroup Global Markets Inc. 
Seattle, Washington 
 
Morgan Stanley & Co. LLC 
New York, New York 
 
Barclays Capital Inc. 
Seattle, Washington 
 
Goldman Sachs & Co. LLC 
Seattle, Washington 

J.P. Morgan Securities LLC 
Seattle, Washington 
 
Merrill Lynch, Pierce, Fenner & Smith 
  Incorporated 
Seattle, Washington 
 
Academy Securities, Inc. 
Chicago, Illinois 
 
Backstrom McCarley Berry & Co., LLC 
San Francisco, California 
 
The Williams Capital Group, L.P. 
Sacramento, California 

 
 

Re: Port of Seattle Intermediate Lien Revenue Refunding Bonds, Series 2017B 
(Taxable) — $264,925,000 

 
Ladies and Gentlemen: 
 
 We have acted as bond counsel to the Port of Seattle (the “Port”) and have examined a 
certified transcript of the proceedings taken in the matter of the issuance by the Port of its 
Intermediate Lien Revenue Refunding Bonds, Series 2017B (Taxable) in the aggregate principal 
amount of $264,925,000 (the “Series 2017B Bonds”), issued pursuant to Resolution No. 3540 of 
the Port Commission (the “Intermediate Lien Master Resolution”) and Resolution No. 3735 of 
the Port Commission (the “Series Resolution” and, together with the Intermediate Lien Master 
Resolution, the “Resolution”) for the purpose of refunding certain outstanding obligations of the 
Port and paying issuance costs. Capitalized terms used herein which are not otherwise defined 
shall have the meanings given such terms in the Resolution.  Simultaneously with the issuance of 
the Series 2017B Bonds, the Port is issuing its Intermediate Lien Revenue Refunding Bonds, 
Series 2017A (Non-AMT), and its Intermediate Lien Revenue Bonds, Series 2017C (AMT), and 
its Intermediate Lien Revenue Bonds, Series 2017D (AMT).   
 

The Series 2017B Bonds are subject to redemption prior to their stated maturities as 
provided in the Bond Purchase Contract. 
 
 Regarding questions of fact material to our opinion, we have relied on representations of 
the Port in the Resolution and in the certified proceedings and on other certifications of public 
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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 Series 2017B Bonds have been legally issued and constitute valid and 
binding obligations of the Port, except to the extent that the enforcement of the rights and 
remedies of the owners of the Series 2017B Bonds may be subject to bankruptcy, insolvency, 
reorganization, moratorium and other similar laws affecting creditors’ rights heretofore or 
hereafter enacted to the extent constitutionally applicable and that their enforcement may also be 
subject to the exercise of judicial discretion in appropriate cases.  Both principal of and interest 
on the Series 2017B Bonds are payable solely out of a special fund of the Port designated as the 
“Port of Seattle Intermediate Lien Revenue Bond Fund” (the “Intermediate Lien Bond Fund”) 
and the Intermediate Lien Reserve Account. 
 

2. The Port has obligated and bound itself to set aside and pay into the Intermediate 
Lien Bond Fund out of Available Intermediate Lien Revenues and the money in the Revenue 
Fund amounts sufficient to pay the principal of and interest on the Series 2017B Bonds as the 
same become due.  The Port has further bound itself to pay into the Revenue Fund, as collected, 
all Gross Revenue. 
 

3. The Port has further pledged in the Resolution that payments to be made out of 
Gross Revenue and money in the Revenue Fund into the Intermediate Lien Bond Fund and into 
the Intermediate Lien Reserve Account shall be a first and prior lien and charge upon the 
Net Revenues, subject to the liens thereon of any Permitted Prior Lien Bonds and equal in rank 
to the lien and charge upon such Net Revenues of the amounts required to pay the Port’s 
Outstanding Intermediate Lien Revenue Bonds, Net Payments on any Parity Derivative Product, 
and any other revenue bonds hereafter issued on a parity therewith as provided in the Resolution.  
The Port has reserved the right to enter into Parity Derivative Products and issue bonds in the 
future with a lien against the Available Intermediate Lien Revenues on a parity with the lien 
thereon of Intermediate Lien Parity Bonds.  
 
 4. Interest on the Series 2017B Bonds is not excludable from gross income for 
federal income tax purposes under existing law. 
 
 We have not been engaged nor have we undertaken to review the accuracy, completeness 
or sufficiency of the official statement or other offering material relating to the Series 2017B 
Bonds (except to the extent, if any, specifically addressed by separate opinion to the 
Underwriters), and we express no opinion relating thereto or relating to the undertaking of the 
Port to provide ongoing disclosure pursuant to Securities and Exchange Commission 
Rule 15c2-12. 
 
 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 Series 2017B 
Bonds.  Owners of the Series 2017B Bonds should consult their tax advisors regarding the 
applicability of any collateral tax consequences of owning the Series 2017B Bonds, which may 
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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. 
 
 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, 
 
K&L GATES LLP 
 



 
K&L GATES LLP 
925 FOURTH AVENUE 

SUITE 2900, 

SEATTLE, WA 98104-1158 

T +1 206 623 7580    F +1 206 623 7022  klgates.com 
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August 22, 2017 
 
 

Port of Seattle 
Seattle, Washington 
 
Citigroup Global Markets Inc. 
Seattle, Washington 
 
Morgan Stanley & Co. LLC 
New York, New York 
 
Barclays Capital Inc. 
Seattle, Washington 
 
Goldman Sachs & Co. LLC 
Seattle, Washington 

J.P. Morgan Securities LLC 
Seattle, Washington 
 
Merrill Lynch, Pierce, Fenner & Smith 
  Incorporated 
Seattle, Washington 
 
Academy Securities, Inc. 
Chicago, Illinois 
 
Backstrom McCarley Berry & Co., LLC 
San Francisco, California 
 
The Williams Capital Group, L.P. 
Sacramento, California 

 
 

Re: Port of Seattle Intermediate Lien Revenue Bonds, Series 2017C (AMT) —
$313,305,000 

 
Ladies and Gentlemen: 
 
 We have acted as bond counsel to the Port of Seattle (the “Port”) and have examined a 
certified transcript of the proceedings taken in the matter of the issuance by the Port of its 
Intermediate Lien Revenue Bonds, Series 2017C (AMT), in the aggregate principal amount of 
$313,305,000 (the “Series 2017C Bonds”), issued pursuant to Resolution No. 3540 of the Port 
Commission (the “Intermediate Lien Master Resolution”) and Resolution No. 3735, of the Port 
Commission (the “Series Resolution” and, together with the Intermediate Lien Master 
Resolution, the “Resolution”) for the purpose of paying or reimbursing costs of capital 
improvements to Airport facilities, satisfying the Intermediate Lien Reserve Requirement, paying 
capitalized interest on the Series 2017C Bonds, and paying issuance costs.  Capitalized terms 
used herein which are not otherwise defined shall have the meanings given such terms in the 
Resolution.  Simultaneously with the issuance of the Series 2017C Bonds, the Port is issuing its 
Intermediate Lien Revenue Refunding Bonds, Series 2017A (Non-AMT), and its Intermediate 
Lien Revenue Refunding Bonds, Series 2017B (Taxable), and its Intermediate Lien Revenue 
Bonds, Series 2017D (AMT). 
 

The Series 2017C Bonds are subject to redemption prior to their stated maturities as 
provided in the Bond Purchase Contract. 
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 Regarding questions of fact material to our opinion, we have relied on representations of 
the Port in the Resolution 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 Series 2017C Bonds have been legally issued and constitute valid and 
binding obligations of the Port, except to the extent that the enforcement of the rights and 
remedies of the owners of the Series 2017C Bonds may be subject to bankruptcy, insolvency, 
reorganization, moratorium and other similar laws affecting creditors’ rights heretofore or 
hereafter enacted to the extent constitutionally applicable and that their enforcement may also be 
subject to the exercise of judicial discretion in appropriate cases.  Both principal of and interest 
on the Series 2017C Bonds are payable solely out of a special fund of the Port designated as the 
“Port of Seattle Intermediate Lien Revenue Bond Fund” (the “Intermediate Lien Bond Fund”) 
and the Intermediate Lien Reserve Account. 
 

2. The Port has obligated and bound itself to set aside and pay into the Intermediate 
Lien Bond Fund out of Available Intermediate Lien Revenues and the money in the Revenue 
Fund amounts sufficient to pay the principal of and interest on the Series 2017C Bonds as the 
same become due.  The Port has further bound itself to pay into the Revenue Fund, as collected, 
all Gross Revenue. 
 

3. The Port has further pledged in the Resolution that payments to be made out of 
Gross Revenue and moneys in the Revenue Fund into the Intermediate Lien Bond Fund and into 
the Intermediate Lien Reserve Account shall be a first and prior lien and charge upon the 
Net Revenues, subject to the liens thereon of any Permitted Prior Lien Bonds and equal in rank 
to the lien and charge upon such Net Revenues of the amounts required to pay the Port’s 
Outstanding Intermediate Lien Revenue Bonds, Net Payments on any Parity Derivative Product, 
and any other revenue bonds hereafter issued on a parity therewith as provided in the Resolution.  
The Port has reserved the right to enter into Parity Derivative Products and issue bonds in the 
future with a lien against the Available Intermediate Lien Revenues on a parity with the lien 
thereon of Intermediate Lien Parity Bonds.  

 4. Interest on the Series 2017C Bonds is excludable from gross income for federal 
income tax purposes, except for interest on any Series 2017C Bonds for any period during which 
such Series 2017C Bonds is held by a “substantial user” of the facilities financed or refinanced 
by the Series 2017C Bonds, or a “related person” within the meaning of Section 147(a) of the 
Internal Revenue Code of 1986, as amended (the “Code”); however, interest on the Series 2017C 
Bonds is an item of tax preference for purposes of the federal alternative minimum tax imposed 
on individuals and corporations.  The opinion set forth in this paragraph is subject to the 
condition that the Port comply with all requirements of 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 Port has covenanted to 
comply with all such requirements.  Failure to comply with certain of such requirements may 
cause interest on the Series 2017C Bonds to be included in gross income for federal income tax 
purposes retroactively to the date of issuance of the Series 2017C Bonds. 
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 We have not been engaged nor have we undertaken to review the accuracy, completeness 
or sufficiency of the official statement or other offering material relating to the Series 2017C 
Bonds (except to the extent, if any, specifically addressed by separate opinion to the 
Underwriters), and we express no opinion relating thereto or relating to the undertaking of the 
Port to provide ongoing disclosure pursuant to Securities and Exchange Commission 
Rule 15c2-12. 
 
 The Series 2017C Bonds are not “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 Series 2017C 
Bonds.  Owners of the Series 2017C Bonds should consult their tax advisors regarding the 
applicability of any collateral tax consequences of owning the Series 2017C 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. 
 
 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, 
 
K&L GATES LLP 
 
 



 
K&L GATES LLP 
925 FOURTH AVENUE 

SUITE 2900, 

SEATTLE, WA 98104-1158 

T +1 206 623 7580    F +1 206 623 7022  klgates.com 
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August 22, 2017 
 
 

Port of Seattle 
Seattle, Washington 
 
Citigroup Global Markets Inc. 
Seattle, Washington 
 
Morgan Stanley & Co. LLC 
New York, New York 
 
Barclays Capital Inc. 
Seattle, Washington 
 
Goldman Sachs & Co. LLC 
Seattle, Washington 

J.P. Morgan Securities LLC 
Seattle, Washington 
 
Merrill Lynch, Pierce, Fenner & Smith 
  Incorporated 
Seattle, Washington 
 
Academy Securities, Inc. 
Chicago, Illinois 
 
Backstrom McCarley Berry & Co., LLC 
San Francisco, California 
 
The Williams Capital Group, L.P. 
Sacramento, California 

 
 

Re: Port of Seattle Intermediate Lien Revenue Bonds, Series 2017D (AMT) — 
$93,230,000 

 
Ladies and Gentlemen: 
 
 We have acted as bond counsel to the Port of Seattle (the “Port”) and have examined a 
certified transcript of the proceedings taken in the matter of the issuance by the Port of its 
Intermediate Lien Revenue Bonds, Series 2017D (AMT), in the aggregate principal amount of 
$93,230,000 (the “Series 2017D Bonds”), issued pursuant to Resolution No. 3540 of the Port 
Commission (the “Intermediate Lien Master Resolution”) and Resolution No. 3735, of the Port 
Commission (the “Series Resolution” and, together with the Intermediate Lien Master 
Resolution, the “Resolution”) for the purpose of paying or reimbursing costs of capital 
improvements to Airport facilities, satisfying the Intermediate Lien Reserve Requirement, and 
paying issuance costs.  Capitalized terms used herein which are not otherwise defined shall have 
the meanings given such terms in the Resolution.  Simultaneously with the issuance of the 
Series 2017D Bonds, the Port is issuing its Intermediate Lien Revenue Refunding Bonds, Series 
2017A (Non-AMT), its Intermediate Lien Revenue Refunding Bonds, Series 2017B (Taxable), 
and its Intermediate Lien Revenue Bonds, Series 2017C (AMT). 
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The Series 2017D Bonds are not subject to redemption prior to their stated maturities. 

 Regarding questions of fact material to our opinion, we have relied on representations of 
the Port in the Resolution 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 Series 2017D Bonds have been legally issued and constitute valid and 
binding obligations of the Port, except to the extent that the enforcement of the rights and 
remedies of the owners of the Series 2017D Bonds may be subject to bankruptcy, insolvency, 
reorganization, moratorium and other similar laws affecting creditors’ rights heretofore or 
hereafter enacted to the extent constitutionally applicable and that their enforcement may also be 
subject to the exercise of judicial discretion in appropriate cases.  Both principal of and interest 
on the Series 2017D Bonds are payable solely out of a special fund of the Port designated as the 
“Port of Seattle Intermediate Lien Revenue Bond Fund” (the “Intermediate Lien Bond Fund”) 
and the Intermediate Lien Reserve Account. 
 

2. The Port has obligated and bound itself to set aside and pay into the Intermediate 
Lien Bond Fund out of Available Intermediate Lien Revenues and the money in the Revenue 
Fund amounts sufficient to pay the principal of and interest on the Series 2017D Bonds as the 
same become due.  The Port has further bound itself to pay into the Revenue Fund, as collected, 
all Gross Revenue. 
 

3. The Port has further pledged in the Resolution that payments to be made out of 
Gross Revenue and moneys in the Revenue Fund into the Intermediate Lien Bond Fund and into 
the Intermediate Lien Reserve Account shall be a first and prior lien and charge upon the 
Net Revenues, subject to the liens thereon of any Permitted Prior Lien Bonds and equal in rank 
to the lien and charge upon such Net Revenues of the amounts required to pay the Port’s 
Outstanding Intermediate Lien Revenue Bonds, Net Payments on any Parity Derivative Product, 
and any other revenue bonds hereafter issued on a parity therewith as provided in the Resolution.  
The Port has reserved the right to enter into Parity Derivative Products and issue bonds in the 
future with a lien against the Available Intermediate Lien Revenues on a parity with the lien 
thereon of Intermediate Lien Parity Bonds.  

 4. Interest on the Series 2017D Bonds is excludable from gross income for federal 
income tax purposes, except for interest on any Series 2017D Bonds for any period during which 
such Series 2017D Bonds is held by a “substantial user” of the facilities financed or refinanced 
by the Series 2017D Bonds, or a “related person” within the meaning of Section 147(a) of the 
Internal Revenue Code of 1986, as amended (the “Code”); however, interest on the Series 2017D 
Bonds is an item of tax preference for purposes of the federal alternative minimum tax imposed 
on individuals and corporations.  The opinion set forth in this paragraph is subject to the 
condition that the Port comply with all requirements of 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 Port has covenanted to 
comply with all such requirements.  Failure to comply with certain of such requirements may 



 
 

 E-12 

cause interest on the Series 2017D Bonds to be included in gross income for federal income tax 
purposes retroactively to the date of issuance of the Series 2017D Bonds. 
 
 We have not been engaged nor have we undertaken to review the accuracy, completeness 
or sufficiency of the official statement or other offering material relating to the Series 2017D 
Bonds (except to the extent, if any, specifically addressed by separate opinion to the 
Underwriters), and we express no opinion relating thereto or relating to the undertaking of the 
Port to provide ongoing disclosure pursuant to Securities and Exchange Commission 
Rule 15c2-12. 
 
 The Series 2017D Bonds are not “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 Series 2017D 
Bonds.  Owners of the Series 2017D Bonds should consult their tax advisors regarding the 
applicability of any collateral tax consequences of owning the Series 2017D 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. 
 
 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, 
 
K&L GATES LLP 
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DTC AND ITS BOOK-ENTRY ONLY SYSTEM 

The following information has been provided by The Depository Trust Company, New York, New York (“DTC”).  
The Port makes no representation regarding the accuracy or completeness thereof.  Each actual purchaser of a 
Series 2017 Bond (a “Beneficial Owner”) should therefore confirm the following with DTC or the Participants (as 
hereinafter defined). 

1.  The Depository Trust Company (“DTC”), New York, NY, will act as securities depository for the Series 2017 
Bonds.  The Series 2017 Bonds 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 Series 2017 Bond certificate will be issued for the aggregate principal amount of the Series 2017 
Bonds, and will be deposited with DTC.  

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 3.6 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 (the “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 (the “Indirect Participants”).  DTC has a Standard & Poor’s rating of AA+. The DTC Rules applicable 
to its Participants are on file with the Securities and Exchange Commission. More information about DTC can be 
found at www.dtcc.com. 

3.  Purchases of Series 2017 Bonds under the DTC system must be made by or through Direct Participants, which 
will receive a credit for the Series 2017 Bonds on DTC’s records.  The ownership interest of each actual purchaser 
of each Series 2017 Bond (the “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 Series 2017 Bonds 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 Series 2017 Bonds, except in the event that use of the 
book-entry system for the Series 2017 Bonds is discontinued. 

4.  To facilitate subsequent transfers, all Series 2017 Bonds 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 Series 2017 Bonds 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 Series 2017 Bonds; DTC’s records reflect only the identity of the Direct Participants 
to whose accounts such Series 2017 Bonds 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.  



 

 F-2 

Beneficial Owners of Series 2017 Bonds may wish to take certain steps to augment the transmission to them of 
notices of significant events with respect to the Series 2017 Bonds, such as redemptions, tenders, defaults, and 
proposed amendments to the Series 2017 Bond documents.  For example, Beneficial Owners of Series 2017 Bonds 
may wish to ascertain that the nominee holding the Series 2017 Bonds 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 Series 2017 Bonds are being redeemed, DTC’s 
practice is to determine by lot the amount of the interest of each Direct Participant to be redeemed.* 

7.  Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to Series 2017 
Bonds unless authorized by a Direct Participant in accordance with DTC’s MMI Procedures.  Under its usual 
procedures, DTC mails an Omnibus Proxy to the Port 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 Series 2017 Bonds 
are credited on the record date (identified in a listing attached to the Omnibus Proxy). 

8.  Redemption proceeds, distributions, and dividend payments on the Series 2017 Bonds 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 the Port or the 
Registrar, on payable date in accordance with their respective holdings shown on DTC’s records.  Payments by 
Participants to Beneficial Owners will be governed by standing instructions and customary practices, as is the case 
with securities held for the accounts of customers in bearer form or registered in “street name,” and will be the 
responsibility of such Participant and not of DTC, the Registrar, or the Port, 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 Port or the Registrar, 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.  DTC may discontinue providing its services as depository with respect to the Series 2017 Bonds at any time by 
giving reasonable notice to the Port or the Registrar.  Under such circumstances, in the event that a successor 
depository is not obtained, Series 2017 Bond certificates are required to be printed and delivered. 

10.  To the extent permitted by law, the Port may decide to discontinue use of the system of book-entry-only 
transfers through DTC (or a successor securities depository).  In that event, Series 2017 Bond certificates will be 
printed and delivered to DTC. 

11.  The information in this section concerning DTC and DTC’s book-entry system has been obtained from sources 
that the Port believes to be reliable, but the Port takes no responsibility for the accuracy thereof. 

 

                                                           
 
* Note that the Series 2017B Bonds are to be selected for redemption based on a “Pro Rata Pass-Through 
Distributions of Principal” basis. 
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RESOLUTION NO. 3540, AS AMENDED 

A RESOLlITION OF THE PORT COMMISSION OF THE PORT OF 
SEATTLE AUTHORIZING REVENUE BONDS OF THE PORT 
DISTRICT TO BE ISSUED IN SERIES TO FINANCE ArlY LEGAL 
PURPOSE OF THE PORT DISTRICT: CREATING AND ESTABLISHING 
AN INTERMEDIATE liEN UPON NET REVEt-'UES OF THE PORT 
DISTRlCT FOR THE PAYMENT OF SUCH BONDS: AND MAKING 
COVENANTS AND AGREEMENTS IN CONNECTION WITH THE 
FOREGOING. 

WHEREAS, the Port of Seattle (the "Port"), • municipal oorporation of the State of 

Washington, owns and operates a system of marine terminals and properties and Seattle-Tacoma 

International Airport: and 

WHEREAS, the Pon has authorized the issuance of revenue bonds in one or more series 

pursuant to Resolution No. 3059, lIdopted on February 2, 1990 and most recently amended by 

Resolution No. 3436, adopIed on July II, 2000 (the "First Ltm MUler Resolution,,); and 

WHEREAS, the Port lias issued and eurnntly lias outstanding IS series of first lien 

revenue bonds pursuant to the First Lien Master Resolution, as fol\ow$: 

Curn:ntly 
RC:IOlution Date of Original OuI51alld;ng Final 

Number .... Princi~1 AmI. (""") Maturity Dates 

3 11 1 0410111992 (A) S2S,450,000 S 395,000 111112005 
3155 02/0111994 (A) 27, 135,000 11,495,000 Ilil12011 
3155 0210111994 (C) 51.755,000 17,845,000 07/ 112009 
3215 0410111996 (A) 31,820,000 31.820,000 09111202 1 
3215 04101 11996 (B) 74,520,000 53,3 15,000 091112017 

"'2 0510111997 (A) 120,375,000 120,375,000 101112022 
3242 0510111997 (6) 19,98S,000 2,230,000 101112005 
3275 0510111998 (A) 73,180,000 32,640,000 061112017 
J4JO 0811012000 (A) 130,690,000 130,690,000 011112030 
J4JO 0811012000 (6) 221,590,000 :210,125,000 021112024 

",. 
"" 346' 

"" 3462/3467 
3S09 
3S09 
3~28 

091!W2OOO (0) 
HWI7I2001 (A) 
1011712001 (B) 
HWI7I2001 (C) 
OW7l2002 (0) 
08l20I2003 (A) 
08n(lJ2003 (B) 
0600'200< 

28,085,000 
176,105,000 
251380,000 

12.205,000 
68,580.000 

190,410,000 
164.900,000 
24,710,000 

(''Ouutanding Fim Lien Bonds"); and 

13,135,000 
176,IOS,OOO 
251380,000 

12.205,000 
65,07S,OOO 

190.470,000 
\64,900,000 
23,380,000 

021112011 
041112031 
041112024 
121112014 
111112017 
071112033 
07/112029 
061112017 

WHEREAS, each of the resolutions aulhorizin& the issuance of the Outstandin& First 

Uen Bonds permits the Pon to issue its revenue bonds havin& a lien on Net Revenues (as such 

term is defined in the First Lien Master Resolution) subordina te to the lien therCl)n of the 

Outstandin& First Lien Bonds: and 

WHEREAS, the Port has issued and cum:ntly has outstanding lix series of subordinate 

lien revenue bonds, as follows: 

Authorizing Currently 
Resolution DalCof Original Outstanding Final 

Number Ori~naIlssuc PriIlC~1 hrnt. {~! Maturill Dates 

3238' 03126.'1997 SI08,830,OOO S 108,830,000 0910112022 
3276' 05101 / 1998 27,930,000 2(l.605,000 0&,(1I12011 
33541 09101199 (A) 127,140,000 121,840,000 0910112024 
33541 09101199 (B) 116.8t5,000 102,560,000 09lOlnol6 
J456 (CP) 250,000,000 ~9.zSS,000 0610112021 
3510 08f2(W3 (C) 200,000,000 200,000,000 07101120n 

'_by~No.}3St, .. OI'!IelOd<d,odoopIod ....... ~,....24, t999 
, ... .........w by Ru<>/ulooIl No. 3)$) ... omrno::Ird. odopt<d ..... "P" 24, t999. 
, _ by __ No. l496. ....... .-. odoopIed .. N<Nembn tl, :!002. 

(the '"Qulslanding Subordinate Lien Bonds"): and 

WHEREAS, each of the resolutions, as amended, authoritin& the iulW>Ce of the 

Outstanding Suhordi""te Lien Bonds (identified in the chan above) authorized the Pon to issue 

-,- ' ''-' -.. 
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revmue obliplions having I prior lien on the revenues available 10 pay deb! service on !he 

Outstanding Subordinate Lim Bonds; and 

WHEREAS, the Commission deems il advisable and in the bc::sI inl= of the Pon to 

esbblish a sepIl1Ite lim of reValUe bonds of the I'or1 that may hereafter be issued for Iny of its 

legal purposes under the provisions. terml and condilions oflhis resolution; and 

WHEREAS. the principal of and interest on the bonds authorized by this resolution shall 

be payable solely from and l hall constitute a lien and charge against Available Intemtaiiale Lim 

Reven ues (hereinaflerdcfined); 

NOW, THEREFORE, BE IT RESOl.VED BY THE PORT COMMISSION OF THE 

PORT OF SEAl1'l.E, WASHINGTON. as followl; 

""""-l. OefinjtjO!\l. As used in Ihi$ resolution, the following wonb and phnlses 

shall have the meanings hereinafter KI forth unless the COntext clearly shall indicate that another 

meaning is intended; 

AcanCfl V ...... e means (1) with respect to a/lyCapital Appreciation Bonds. as of any date 

of calculation, the ... m of the initial principal amoont of "",h Intermediate Lien Parity Bonds 

plus the interest l>tCWTlulated, compounded and unpaid thereon as of the most recmt 

compounding dalc, or (2) with ~t 10 Oripnal IISUe DifiOOWll Bonds, as of the date of 

calculation, the amount representing the initial public orrering price of such Inlermediate Lien 

Parity Bonds plus the \IIIlOUnt of discountod principal which has ac:creted since the date of issue. 

In each case the Accreted Value shall be de!enninod in accordance with the provisions of the 

Series RC5Qlul ion authoriting the inuance of $uch Intermediate Lien Parity Bonds. 

The A",oul'l Dlle (for purpose. nf the Rate Covenant) in each fiscal year of the Port 

shall be equal to (a) Schodulod Debt Service, plus (b) amounts n:quired 10 be deposited during 

.,. - ~-

J.UCh flKat y.:ar from Available Intamediate Lien Revenues into the Intermediate Lien RC$erVe 

Accounl plus (e) any other amounts due to Illy Credil Facilily Issuer or Illy Liquidity Flltilily 

ll$llel", but ueluding ITom the f~ing (i) payments made or to be made from refunding debt 

and c:apit.alized debt service or other money i~oeably(by Commission resolution) set aside for 

such payment and (ii) Intermodiate Lien Debt Service Offset.s identified by the Port in a 

certificate oflhe Designalod Port Representative. 

An/.,<I,1 Debt Service means the tolal amount o f Debt Service fOf Illy series of 

Outs-landing lnterrnodiate Lien Parity Bonds in Iny fi sca l ~ar or Base Period. 

AWl/lable Caven,,, AmDunt means the unreslrictod blliallcc in the Revenue Fund It the 

end of the two most recent fiscal ~ars of the Port, whichcver is lower. No amounts m~y be 

incl uded in the Available Coverage Amount unless luch amounts arc lepUy available fOf 

pa)ft"ICnt of debt service on Intermedi~te Lien Parity Bonds. 

AWlUllble /ffle,.CflUue Unt Rl!W:ffUes mean the: Gross Revenue of the Port after 

providing for the payments set forth in par.agr.tphs fim. Smmsi. IhiIlI. and .E2I!l!b. of Section 2 of 

thil resolution, excluding any Released RevenUC$. 

AwUlabk /nlenro td/llle Lkn Re»cnues II.J Firsl AIQ"lItd means Available lntennediate 

Lic:n Revmues inm:asod (without duplication) by Prior Lien Debt Service orrsets identified by 

the Port in a certi ficate of the Designated Port Represoentati\'c and subject to further adju.sunent 

to reflecl the following: 

(.) 11 is the intmt of the Port that regularly scheduled net payments under 

derivative prodUCts (interest nile hodges) with respect to Port revenue obliptions (regardless of 

lien position) be reflected in the calculation o f debt service obligations with respect 10 those 

revertue obligations and not as adjustments to Gro$$ Revenue Or Operating E~penscs; and 

.,. .-
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~) Gross Revenue and Operating Expaues may be adj~ reg.mlless of 

then applicable gtnenJly aceepled aceounting principles. for certain items (e.g.. 10 omit) in order 

to more fairly rdlcct the: Pan', annual operating performa.nce. 

A'II4ilQble rtltn-Medifltt Uell Rewtlun liS Seco"d Adj"std means Avail;lble 

lntermroiale Lien Revenues as First Adjusted plus tile: Available Covnage Amount. 

/lollao" ", .. t"';l)' BOllds m~ any Intermediate Lien Parity Bonds that arc $0 

designated in the Series Resolu tion pursuant 10 which .wch Intennediate Lien Parity Bonds an: 

issued. Commercial paper (obligations Wilh a malurily ofnot more than 270 days from the dale 

of issuance) shall he decmed to he Balloon Maturity Bonds. 

/lllse P~,Wd means any consecutive 12-month period selected by the Designated Port 

Represent.ati~e OUt of the 30-month period next preceding the date of issuance of an additional 

series of Intermediate Lim Parity Bonds. 

JJ~II~ftn..1 (!wilD mems any penon that Iw or shares the power, directlyO!" indim:tly. to 

m .... e investment decisions conccmina o .. mnhip of any Intermediate Um Parity Bonds 

(inc:tudina penon$ holding Intermediate Lim Plrity Bonds lhrough nominees.. depositories or­

Olher intermediary). 

80"d C"""sd means I finn of ta'lo')'efS nationally m:ognized and lIIC«pUd as bond 

CQUD.'leI and SO employed by the Port for any purposoe under this ~Iution applicable to the usc 

ofth.attertn. 

8M,. M""in,,,,' SWIlP 1,.IIM means the Bond Market A$Sociation Municipal Swap 

Index as of the ITlO$t m:em date for which ,uch index was published or such other wectly, 

high-grade index comprised of scven-day, tax-exempt variable rate demand notes produced by 

Municipal Market Data, Inc., Or its succeS$Ol". or as otherwise designated by the Bond Market 

.,. .- ~-

AS$OCiaoon; fHV';tkd, bowc'<tt. that, if such index is 110 longer produced by MWlicipaL Markel 

Data, Inc. or 115 succe:ssor, thO! BMA Municipal Swap IndeJ: shall mean such Olher reasonably 

comparable indc:ll selected by \he Designaled ron Represenullivc:. 

C"pU,,1 Appucu./I"" BOlld! means Intermediate Lien Parity Bonds all or. pOrtion or the 

inlerel on which is compounded. accumulated and p;o.yable only upon rcdemplion. conversion or 

on Ihe maturity dale of such (ntermediatc Lien Panty Bonds. If so provided in the Series 

Resolution authorizing tile;. issuance, Intermediate lien Parity Bonds may be deemed \0 be 

Capital Appreciation Bonds for only a pOrtion Qfthei. term. On Ihe da le on which Intermediate 

Lien Parity 80nds no longer are Capital Appreciation Bonds, they shnl l be de<:med Outstanding 

in a principal amount equal 10 their Accreted Value. 

C~r/ifICilfe Pl!ri04 means a period commencing with the yeM of iss~ of the proposed 

teries oflnlem.ediale Lien Parity Bonds and ending with the: third complete fiscal year following 

the earl ier of (i) the projected Date ofCommm::ial Opcnalion of the FII(:; lilies 10 be financed wilh 

the proceoeds of the ~ Intenncdiate Lien Parity Bonds; or (ii) the date on .... hi\:h no ponioo 

of the intere$! on the proposed s.erics of Intermediate Lien Parity Bonds .... iII be p,aid from the 

proc:«ds ofsuc:h Intermediate Lien Parity Bonds (suc:h date 10 be determined in ac:cordante "";th 

the POI1'a proposed sehedule ofexpmditures). 

C(lMlf'laiotl means the elected governing body of the Pon, or"'y successor thereto as 

provided by law. 

C(lIIs .. lIllllt means at any time an independent consuilant m:ogni"Ud in marine or aviation 

mailers or an engineer or engineering finn or other expert appointed by the Pan to perform Ihe 

dulies of the Consultant as required by this resolution. For the purposes of deli~ering any 

cenificate requirod by Section S hereof and making the calculation Toquired by Seclion S hereof, 

... .- ~-
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the term Consullllnt sllal1 also include any independent public accounting finn appointw by the 

Pon to make such calculation Or to provide such cenificate or the financial advisor appointw by 

the Port to make such calculation Or 10 provide suc h certificatc. 

Costs 0ICo"ftructio" means all com paid or incurred by tile Port in connection with the 

acquisition and construction of capillli additions. improV<'ments and betterments to and 

extensions of the Facilities, and the placing of the same in operation, including, but without 

limiting the generality of the foregoing, paying all or a portion of the intClUt on the series of 

Intennwiate Lien Parity Bonds or any portion thereof issuw to finance the costs of such 

improvements during the period of construction o f such improvements, and for a period of time 

thereafter; paying amounts required to meet any resen'e requirement for the fumi or account 

established or maintained for such series of Ime!lllwiate Lien Parity Bonds from the proceeds 

thereof; paying or reimbursing the Pan or any fund thereof or any Qther perwn fQr expenses 

incident and properly allocable tQ the acquisitiQn and CQllStruction dsaid improvements and til<: 

placing Qfthe same in nperation; and all other items of expense incident and properly allocable 10 

the acquisition and construction of said additions and improvements, the financing of the same 

and the placing of the same in operntion. 

A Credit Eve'" occurs when (a) a Qualified Letter QfCredittCTT11inalCS, (b) the issuer of 

Qualifiw Insurance or a QuaJifiw Letter QfCredit shall become insolvent or 00 longer be in 

existence, or (c) a Qualifioo Leller of Credit or Qualified Insurance no longer meets the 

requirements established therefor in the definition thereof. 

Credit Facility means a policy of municipal bond insurance, a leller of Credit, surety 

b<.md, guarantee or other financial instrument or any combination of the f~going, which 

obligates 3 third pany 10 make payment or provide funds for the payment offinancia! obligations 

_7_ .- .,-

of the Port, including but oot limited to payment of the schcduloo prirK:ipal of and interest on 

IntCTT1100iate Lien Parity Bonds. 

Credit "'acility Issuer means the issuCTQfanyCredit Facili ty. 

Dote 01 Commercial Operlllio" means the date upon which any Facilities are lirst ready 

for normal continuous operntion or, if portions of the Facilities are placed in nonnal continuous 

operation at difTerent times, shall mean the midpoim of the dates Q( continuous Qperntion of all 

portions of such Facili ties. as eslim3too by the PQrt OJ, ifused with reference to Facili ties to be 

acquired, shall mean the datc Qn which such acquisition is fin.al. 

Debl Senin means, for any period of time and for !he purpose of detCTT11ining 

compliance with the conditions for issuance of lntermwiatc lien Parity Bonds sct forth in 

Section 5 and for the purpose of calculating the Intennediate Lim Rcsct\le Requirement, 

(.) with respect 10 any Outstanding Original Issue Discount Bonds or Capital 

Appn:<:iation Bonds that are oot designated as 8 alloon Maturity Bonds in the Series Resolution 

authorizing their issuance and thaI have nOl been associated with a Parity Deriva\lVe i'roduct, the 

principal amoWlt equal to the Accretoo Value Ihereof maturing, cooverting or scheduled for 

redemption in such period, including the inteK:S1 payable during such period; 

~) with respect to any Outstanding Fixed Rate Sands that have Il(lt been 

associated with a Parity Derivative Produc i. an amount equal 10 0) the principal amQWlt of such 

Intermediatt Lien Parity &nds due or subject to mandatory redemption during such period and 

For which nO sinking fund installments have been established, (2) the amount of any payments 

required to be made during such period into any sinking fWld established for the payment of the 

principal of any such [ntennwiate Lien Parity &n,ls, plus (3) all inte~t payable during such 

period on any such lntennooiate Lien Parity Bonds Outstanding and, with respeclto Intermediate 

-8- .- --
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Lien Parity Bonds with mandatory sinking fund requirements, calculated on the assumption that 

mandatory sinking fund installments will be applied to the redemption or n:1irement of such 

intermediate Lien Parity Bondl; on the date specified in the Series Resolution au!hori~ing such 

intermediate Lien Parity Bonds; 

(0) with respect to all other series of Intermediate Lien Parity Bonds 

Outstanding. other than Fixed Rate Bonds. Original Issue Discount Bonds or Capital 

Appreciation Bonds, specifically including but 001 limited to Balloon Maturity Bonds and 

Intermediate Lien Parity Bonds bearing variable ratts of interest and !hat have not been 

associated with a Parity Derivative Product. an amount for any period equal to the amount which 

would be payable (1) as principal on such Intermediate Lien Parity Bonds during such period 

(computed on thc asswnption that the amount of Intermediate Lien Parity Bonds Outstanding as 

of the date of such computation would be amoni~ed in accordance with !he mandatory 

redemption provisions, if any, set forth in the Series Resolution authorizing the issuance ofsuch 

Intermediate Lien Parity Bonds, or if mandatory redemption provisions are no1 provided, during a 

period commeocing on !he date of computation and ending on the date 30 years after the date of 

issuance to providc for essentially level annual debt service during such period) plus (2) interes! 

at an interest rnte equal to (A) the 100year average: o f the BMA Municipal Swap Index, plus 

(B) 1.5%; 

(d) With respect to Inlermediate Lien Parity Bonds thaI bear variable rates of 

interest and have been associated with a Parity Derivative Prodllct with fixed Port Parity 

Payments. an amount equ.allO: 

(I) principal to be paid on such Intermediate Lien Parity Bonds calculated 

as set forth in (c)(l) above. plus 

-9- -

(2) assumed interest equal to 

(A) the fixed Port Parity Payments to be paid to a Reciprocal 

Payor, minus 

(B) the Reciprocal Parity Payment calculated by determining the 

avernge interest rate over the prior 12 months if the Parity Derivative Product was then in effect 

Of that would have been paid during the prior 12 months based on the rate fonnula for the 

Reciprocal Parity Payment set forth in the Parity Derivative Product, plus 

(C) (i) if the intermediate Lien Parity Bonds bear interest !hat is 

exempt from general federnl income Wlation interest on the associated Intermediate Lien Parity 

Bondl; calculated at !he average BMA Municipal Swap index during the previous 12 months. 2[ 

(ii) if the Intermediate Lien Parity Bonds bear interest !hat is subject 10 general federal income 

taxation. interest on !he associated Intermediate Lien Parity Bonds calculated at !he average onc­

month L1BOR during the 12-month period immediately preceding the date of calculation: 

(. ) With respect 10 intermediate Lien Pari ty Bonds that bear variable rates of 

interesl and have been associated with a Parity Derivative Product with variable POrt Parity 

Payments, an amount eqllalto: 

(I) principal to be paid on such Intermediate Lien Parity Bonds calculated 

as set forth in (e)( l) above. pillS 

(2) assumed interest equal to 

(A) the variable Pon Parity Payments calculated by determining the 

average interest rate over the prior 12 months if the Parity Derivative Product was then in effect 

or that would have been paid during the prior 12 months based on the rate fonnula fur the Port 

Parity Payment set forth in !he Parity Derivative Product, minus 

- ,~ - --
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(B) the Reciprocal Parity Pa)Tl'lent calculated by detennining the 

ave",se ;nte ..... t ",te ov..,. the prior 12 month, if the Parity Derivative Product wu then in e{fect 

or that would have been paid during the prior 12 months based on the rate formula for the 

Reciprocal Parity Pa)Tl'lent set forth in the Parity Derivative Product, plus 

(C) (i) if the Intemtediate Lien Parity Bonds bear i~terest that is 

tXempt from general federal income taxation, interest on the associated Inlemtediate Lien Parity 

Bonds calculated at the average Municipal Swap Index during the p~vious 12 month$, 21 (ii) if 

the Int.nnediate Lien Parity Bonds bear interest that is subject to general federal income taxation, 

interest On the associated Intennediate Lien Parity Bonds calculated at the average one,month 

UBQR during the 12-month period immedialelyproceding the date ofcalculatioo; a:1<I 

(0 With respect to any Fixed Rate Bonds that have been associated with a 

ParilY Derivative Product, an amounl equal 10: 

(I)Ihe principal to be paid on such lnlcnnediate Lien Parity Bonds 

calculated as set fonh in (b)(l) and (b)(2) above. plus 

(2) assumed interesl equal to: 

(A) the Pan Parity Pa)Tl'lent. calculated by detemtin;ng the average 

interesl rate over the prior 12 months if the Parity Derivative Product was then in effect or that 

would have been paid during Ihe prior 12 months based on the rate formula for tbe Pon Parity 

Pa)Tl'lent 5C1 forth in the Parity Derivative Product, minus 

(B) the Reciprocal Parity Pa)Tl'lenl to be paid 10 the PGrt; provided 

that if the Reciprocal Parity Payment is based on a variable rate then the Reciprocal Parity 

Pa)Tl'lent shall be calculated by detemtining the average interesl rale over the prior 12 montlts if 

the Prnty Derivative Product was then in effect or that would have been paid during the prior 12 

-1I- '-

months based on tht rate fonnula fo, the Reciprocal Parity Pa)Tl'lent set forth in the Parity 

omvat;ve Product. p~us 

(C) the interest on the associated Fixed Rate Bonds calculated as 

set forth in (b)(J) above. 

With respect 10 any lntemtedialc Lien Parity Bonds payable in other than U.s Dollars, 

Debt Service shall be calculated as provided in the Series Resolution authorizing the i!;$uance of 

such Intennediate Lien Parity Bonds. With respect to any series of Intemtcdiale Lien Parity 

Bonds that is associaiOO with a Parity [)crivative Product with a nOlional amounlthat is less than 

the Ihen Outstanding principal amounl of such series of Intcnnediate Lien Parily Bor.ds, Debt 

Service shall be calculated separately for the portion of such Intermediate Lien Parity Bonds 

associated with the Parity omvat;ve Product and, without duplication, the portio:! oot so 

associated. 

Debt Service alsa shall be net of any principal andlor interest (001 including any amount 

deposited in any restIVe acwunt for pa)Tl'lCllt of principal andlor interest) funded from proceeds 

of any 1ntemtediate lien Parity Bonds Or from earnings thereon. For the purpose of determining 

w"'plia""" will, II", Wtll.liliu,u; Cur i ... ua",,,, uf 1"1<:,,"e<1i~1;c Li"" Parily Bo",1I; set funh in 

Section 5 (and not for the purposes of calculating the Intennediale Lien Reserve Requirement), 

Debt Service also s. ... all be net of Inlemtediate Lien Debt Service Offsets, subject 10 the 

conditions set forlh in Section 5. 

Debt Service ~hall include reimbursement obligations (and interest accroing therron) then 

owing 10 any Credit Facility Issuer or Liquidity Focility Issuer 10 the exlent authorized herein or 

in another Series Rc:salution. 

-12-
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i)esi8"orn/ Pl>rt Rtp~tlltoti"" means the Chief Executive OffICer of the Port, the 

Deputy Chief Exccutiw: Offl«'f of the Pan or the Chief Financial Offi«T of the Pan (or the 

successor in fun<;\ion 10 SllCh per$Of1(s» or slICh other ~ as mOl}' be directed by resolution of 

the Corrunission. 

Foci/ilia meanS all equipment and all propeny, ~l and persOnal, or any interesllh~in. 

whether improved Or unimproved. now or hetafler (for as long as any Imermediate Lien Parity 

Bonds Qf the p"", !.hall be Outstanding) owned, QIlC'l"lIted, U$Cd, leased Or managed by the PQn. 

Firs/ Lie" 8 M ds means the OUUtanding firs t Lien Bonds and any bonds issued by the 

Port in the future under a ''Series RC$Olution~, as defined in the first Lien Master Resolution, and 

pursuant I() Section 7 of the First Lien MastCT Resolution, which provides that such bonds shall 

be on a parity of lien with other $eries of First Lien Bonds. 

F,'I'SI Lh" Moster RQ(>/U fioll means Resolution No. 30!i9, as amended by Resolution 

No. 3214. Resolution No. 3241, and Resolution No. 3436 of the Corrunission, and as the same 

may be amended in the rutun: in ac:eonIance with its tent\l.. 

Filclt means Fill;h., Ine.. orpniud and existing under the laws of the State of Delaware, 

its wccessors and their auigns,lInd, if suc:h oraar"iution shall be dissolved or liquidated or shall 

no longer perfOlll1 the functions of I ,«wities ratin& agency, Fitch shall he deemed 10 n:fer 10 

any other nationally rocogniud scauities I"lItin& agency (other than S&P or Moody's) designated 

by the Designated Port Representative. 

Fixd Rolt BOllds means those Intermediate Lien Parity Bonds other than Capital 

Appreciation Bonds, Original Issue Oi5(:Ount Bo-nds or Balloon Matwity Bonds issued under a 

Serie:s RC$Olution in which thc !1Ilc of intcreQ on such lnlCfT11Wiatc Lien Parity Bonds is fixt(! 

and determinable through their final maturity or for a specified period oflime. [f so provided in 

-Il· -

the Series Resolution authorizing their i$$uance. intennediate Lien Parity Bonds may be deemed 

10 be FiJed Rate Bonds for only a portion ofthcir term, fixed Rate Bond$ alto shall include two 

or more series oflntenncdiate Lien Parily Bonds simultaneoudyiSS\lCld under I Series Resolution 

and whi,h, rollccti\'ely. hear in~erc:st at a fixed and determinable rate for I specified period of 

lime. 

GNm RCW:llue means all income and revenue derived by !he Port from Illy _= 
""luusoever except: 

(.j the pnx:ceds of any borrowing by the Pon !llllIlIte earnings ~hmon (other 

than earnings on proceeds deposited in reserve funds): 

(bj income and revenue thai may not leWdly be pledged fOf re~enue bond debt 

service; 

(,j passenger facility charges. head taxes. fcderallJ7UllS or substitutes therefor 

allocated I() capital projects: 

(dj p;iymenlS made under Credit Facilities issued 10 p;iyor ,«un: the payment 

of a panicular series of obligatio!1$; 

('j proceeds of insurance or eon<kmrwion proceeds other than business 

inter'l\lf!l.ion insurance; 

(0 income and n:''CIlue of the Pon separately pledged and U$Cd by il ~o p;iy 

and ~ure the payment of the principal of and ;ntrn:sc on any issue or series of Speci.1 Revenue 

Bonds of the Port issued to ac<[lIin:, construct, equip. install or improve part or all of the 

partiallar facilities from which such income and n:VCTlUC are derived. provided Ihol nothing in 

this .ubparagraph (f) shall penni1 the withdrawal from Gross Revenue of any income or revenue 

·14. .- --
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Product by the Pon's counterpany and which is determined according to a formula set fonh in 

such Other Derivative Product and calculated witoout regard to netting. 

RuiprtKa/ Payor means any eounterparty to a Parity Derivative Product that is obligated 

to make one or more Reciprocal Parity Payments thereunder and that satisfies then existing State 

law req uirements for such counterpanies. 

Rqlsli'ud O",,,er means the person named as the registered O"l1er of an Intermediate 

Lien Parity Bond in the bond register maintained by the Registrar for such Intermediate Lien 

Parity Bonds. 

R..gIS/rar means any person, firm, association, corporation Or public body as designated 

and appointed from time to time by resolution of the Commission or by a Series Resolution, 10 

act as registrar for one or more series of lntermediale Lien Parity Bonds. 

RelellUll Revenues shall mean income or revenue of the Port previously included in 

Available Intennediate Lien Revenue in respect of which the following have been delivered by or 

to the Pon: 

(.) a certificate of the [)esignated Pon Representative identifying the income 

or revenue to be removed from the definition of Available Intennediate Lien Revenue and 

cen ifying the Port is in compliance with all requirements oftbis resolution; 

~) a <:enificate of an independent ceni fied public accountant 10 tM effect that 

Available lntennediale Lien Revenues, ClCc!uding tM income or revenues proposed to become 

Released Revenues. fOT each of the two audited fiseal )HI1 priOT to the date of such certificate 

were equal to at least t50% of Maximum Annual Debt Service on then Outstanding Intermediate 

Lien Parity Bonds; 

-21- - ~-

«) a certificate of a Consultant to the effe<::! that based upon current 

knowledge of the operations of the Pon, Available Intermediate Lien Revenues, excluding the 

income or revenues proposed to become Released Revenues. for the current fiscal year will be 

equal to at leas! 150*/0 of Maxim urn Annual Debt Service on then Outslanding Intermediate Lien 

Parity Bonds: 

(d) Raling Agency confirmation that the ratings then assigned to any 

Intermediate Lien Parity Bonds by sueh Rating Agency will not be reduced or withdrawn as a 

result of such withdrawal of Released Revenues; and 

«) an opinion of Bond Counsel to the effe<::t that the exclusion of such 

revenues from the definition of Available Intermediate Lien Revenues and from the pledge, 

charge and lien of this resolution will not in and of its<: lf cause the interest On any O\ltslanding 

Intenned;ate Lien Parity Bond issued as tax.-exernpt securities to be included in gross income for 

purposes of federal income tax. 

Rep4ir and Re,uwal F,,,,d means the special fund authorized to be created pursuant to 

Section 4(8) of the First Lien Master Resolution. 

Rael"lled Lien Revellue BOllds means those revenue bonds and other revenue obligations 

issued or incurred by the Pon payable from Gross Revenue and having liens on Net Revenues 

subordinate 10 that of the lntennediate Lien Parity Bonds and prior tQ the lien thereon of tM 

Subordinate Lien Pari ty Bonds. 

Revell ut: FUlld means, collectively, the Port 's ge=1 fund. airport development fund and 

any other fund established in the office of the Treasurer of the Port for the receipt of Gross 

Revenues. 

-22- .-
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ScJwl .. W IhIH Sn'l'ict! means the amounts Rquiml in a fiscal ~ 10 be paid by the 

Pnr1 as scheduled ddM savi« (princ:ipal and mterut) on OulStallding bteonediate Lien Parity 

BoncIs, adjusted by Net Payments during -=h fis<;aI year. 

Suin R6D/ .. ti"" melJlla resolution lulhoriung the issuance nfa series oflntcnnediate 

Lien Parity Bonds, as such resolution may llIereafter be arm-nded Of supplemented. Each Series 

Resolution shall be supplemental to llIi. resolution. 

S&P means Standard & Poor', Ratings Services. a Division of TM: McGraw-Hili 

Co~ies, and its su,ceSSOI1l and B$$igns, except that if such 'OlpOration shall be dissolved or 

liquidated or shall no longer perfonn the functions of a 5«urities ratinS agency, then the tcnn 

S&.P shall be dCftIled 10 ~fCT to any other nationally recogni~ed 5I;Curit:es rating agency (other 

than Moody's ... r Fil<:h) selected by the Designaled P ... rt Repn::senilltive. 

Sp«Ud FIlciJitin means !WIi<:ular facilities fllIanced with \he proceeds of Special 

Revmue Bonds. 

SptriIll Rew"",, lJ(ffIds ~ any i$$ue or series of revenue bonds, revenue warrants or 

other revenue obligations ohhc Port issued t" directly Or indirectly acqui~ (by purd!ase, lease or 

otherwise), COrl5UUCl. equip. install Of improve !WI or III of partiallar facilities and which are 

payable from and secured by the income and revenue from $UCh facilities. 

S"bordifft'u Uno PIlrity lJlI"lIs melllll and includes the Ou\sUlAding Subordinate Lien 

Bonds and any Other revenue bonds or revenue obligationlthal may be iSiucd in the future aI!he 

diS<r.\mn of the Port pa~le from Gro$$ RevenuCi Ivailable after the payment of thl: amounts 

dcs<;ribcd in paragntph • .Eiw tluough..£i&b!b of Section 2 of this resolutiOll. 

TIU: MIU:''''''''' means the mlltimum dollar amount pennined by the Internal Revenue 

COOt of 1986. as amended. including applicable ~gulatiorut thereunder. I<> be allocated to a bond 
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reserve ac:oount from bond proceeds without Rquiring I balan« 10 be invested aI I restricted 

yield. 

TNIH".n means the Chief Financial Offi«r of the Port, or any OIher publi, offl«l" as 

may hCTcafter be designated pwsuanl to law 10 ","ve the custOdy of Port funds. 

Inltrprrla lion. In !his resolution, unless the rontCllt otherwise Rquirr$: 

(.) The terms uhc:n:by.~ "1""""r," '1""elu,'· ·',ae;" , "lleIcu,I<l<:r~ "" d ""y 

s;m; lar teon s, IS used in this resolulion, refer to llIis resolution as a whole and oot 10 any 

particular article, 5«lion. subdivision or claU$e hereof, and the tenn "hereafter" sha ll mean after, 

and the teon '·heretofore" shall mean before, the date of this resolution; 

(b) Words of the mascllline ~er wll mean and include Com:llIive ... ords 

of the feminine and ""liter ~ers and words imponing thl: .in8-\l1 ... nlunher Jh;.all mea.~ and 

include tbe plural number and vicc versa; 

«) Words importing penons Jh;.all include finna, associations. partncnhips 

(including limited p~ps), trusts, corporations. limited liabi lity """palla and other Itgal 

entil;", including pub~, bodies, as ... ·cll as natural~: 

(d) My ~ingt ~g!he _I o f the 1eV ..... 1 aniclet lind sections oflhi. 

resolution. and any .... e of ronlents or marginal notes appended 10 copies hcreDf, Jh;.all be ",!ely 

lOr ronveniencc o f refnmcc and Jh;.all not constitute. pan of thi s I"elI)lution, nor thall they dT~ 

ilS meaning, construction or effect; 

(.) All references herein 10 '"articles.~ ''soctionsK and OIher subdivisiCIIs or 

claU$C$ are to the corresponding articles. secti ons, subdivisions or cla uses hereof; and 

(Q Whenever any consent or direction il requiroi to be given by the Po", 

such ,onsent or direction shall be dccmed given when given by tile Designated Port 
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Notwi thstanding the foregoing. the obligations of the Pon to make nonscheduled 

payments undt1" a Parity Derivative Product (i.e ., any termination payment or other fees) and/or 

make any payment pursuant to an Other Derivative Product may be payable from Gross Revenue 

available after ~ above. as set forth in such Parity Derivative Product or Other Derivative 

ProduCL 

""""". Authori zatiop of Intermediate Lien Parity Bonds Intermediate Li m Bond 

Fund ' Intermediate I .iW RAAgye Acsounl. Subject to Section S oftltis resolution, revenue bonds 

oftbe Port, unlimited in amount, to be known as Ihe "I'<:>n of Seattle Intermediate Lien Re"cnue 

Bonds.H are hereby authori zed to be issued in series, and each such seri es may be issued from 

time to time pursuant to this resolulion in such amounts and upon sucb lenns and conditions as 

the Commission may from time to time deem 10 be m:x:essary or advisable. for any purposes of 

tlte I'<:>n now or hen:aftt1" permilled by law. 

The Intermediate Lien Parity Bonds and the lien thereofcrealed and established hereunder 

sball be obligations only of the Intennediate Lien Bond Fund and the Intermediate Lien Reserve 

Account therein (berein created). The Intermediate Li m Parity Bonds shall be payable solely 

from and secured solely by Available Intermediate Lien Revenues available aftt1" providing for 

the payments specified in paragraph First through .E!:!!Y:I!! of Section 2 of Ihi, resolution: 

provided. however, that any series of Intermediate Lien Parity Bonds also may be payable from 

and $CaIJed by a Credit Facilitypledged sp<:Cifically to or provided for that series oflntennediate 

Lien Panly Bonds. 

A special fund of the Port designated tlte "Port of Seattle Intermediate Lien Revenue 

Bond Fund" (the "Intermediate Lien Bond Fund'') is hereby authorized to be created in the office 

of the Treasurer of the Port for tbe purpose o fpaying and securing the payment oflntermedialC 

_27_ -

Lien Parily Bonds. The Intermediate Lien Bond Fund shall be held separate and apart from all 

other funds and accounts of the pon and shall be a truSt fund for the owners of Intermediate Lien 

Parity Bonds. 

The Pon hereby irrevocably obligates and binds ilSelffor as long as illy Intermediate Li en 

Parity Bonds remain Outstanding to sel aside and pay into the Intermediate Lien Bond Fund from 

Available Intermediate Lien Revenues or money in the Revenue Fund, on or prior to the 

respective dates the s-ame become due (and if sucb payment is made On the due dale, such 

payment shall be made in immediately available funds): 

") Such amOWlts as are required to pay the interest scheduled 10 

become due on o..tstanding Intermediate Lien Parity Bonds: and 

(2) Such amounts with re:spectto Outstanding Intennediate Lien Parity 

Bonds as are required (A) to pay maturing principal, (B) to make any required sinking fund 

payments. and (C) to redeem Outstanding ln1ermediate Lien Parity Bonds in accordance with any 

mandatory redet'J1ltion provisions. 

Said arnOJnts so pledged 10 be paid into sucb special funds are heteby deelamlto be a 

prior lien and charge upon the Net Revenues superior 10 all other liens and ch~ of any kind or 

nature whatrocv« except for the liens and charges thereon or Permilled Prior lien Bonds and 

except for lims ~d charges equal in rank that may be made thereon to pay Net Payments due 

pursuant to any Parity Derivative Product and to pay and secure the payme~t of the principal of, 

premium, if any. and interest on Intermediate Lien Parily Bonds issued under authority of a 

Series Resolution in accordance with the provisions of Sections 4 and S oflhis resolution . 

The Bondi shall not in any manner Or to any extent constitute gme:al obligations of the 

Port or orthe Slate of Washington, orofany pol itical subdivision of the Stat~ of Washington. 
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Reserve Account in excess of Ihe Inlermc:diale Lien Reserve Requiremenl may be lransfem:d 10 

the fund OJ accounl sp«ified in wriling by the Designalc:d Port Representalive. 

If a deficiency in the Inlcrmc:diate Lien Bond Fund shall occur. such deficiency shall be 

made up from lhe Inlcmlc:diale lien Reserve Account by the withdrawal of cash therefrom for 

Ihal purpose and by the sale Or redemption ofinveslments held in Ihe Intennc:diale lien Reserve 

Account. in such amOunts as will provide cash in the Intemlediate Lien Reserve Account 

sufficient to make up any such deficiency with respe<:tlO the Inlennediate Lien ParilY Bonds. and 

if a deficiency still exists immc:diately prior 10 an interesl payment dale and after Ihe transfer of 

cash from the Intcnnc:diate lien Reserve Accounl 10 lhe Intennediale Lien Bond Fund. lhe Port 

shall then draw from any Qualified Letler of Credit or Qualified Insurance then credited to the 

Intermc:diale Lien Reserve Account for Ihe Inlermediale lien Parity Bonds in sufficient amount 

to make up the deficiency. Such draw shall be made al .such timn and under such conditions as 

Ihe agreement for such Qualified Letter of Credit or such Qualified Insuran<:e shall provide. 

Reimbursement may be made to Ihe issuer of any Qualified Lener of Credil or Qualified 

Insurance in accordance wilh the reimbursement agreement relaled therelo. and after making 

necessary provision for the payments required to be made in paragraphs Eim through fill!! of 

&clion 2 of this rewlUlion. If the Port shall have failed to make any payment required to be 

made under such reimbursement agreemenl for lntermediate lien Parity Bonds. the issuer shall 

be entilled 10 exercise all remedies available al law or under this resolution: provided. however. 

that no acceleration of the lnlennediate lien Parity Bonds shall be permined. and no remedies 

Ihat adversely affect Registered Owners of the Intermc:diate Lien Panty Bonds shall be permittod. 

Any deficiency created in lhe intennodiale Lien Reserve Account by reason of any such 

withdrawal shall be made up within one year from Qualified Insurance or a Quahfiod Lener of 

·3 1- ~.-

Credit or out of Available Intennediate Lien Revenues (or Oul of any olher moneys on hand 

legally available for such purpose), in 12 equal monthly installments. afler first making necessary 

provision for all payments required 10 be made into the Inlermediate Lien Bond Fund within such 

>"M. 

To lhe exlent thaI the Pori has obtained Qualified Insurance or a Qualified Le11er of 

Credil to satisfy its obligations under this Section 3, amOuntS Ihen available to be drawn under 

such Qualified htsurance Or a Qualified Lener of Credit shall be credited against the amounts 

required to be maintained in lhe Intermediate Lien Reserve Accounl by this Section 3 to the 

extent that such payments and credits are insured by the issuer of such Qualified InSIlf'lll1Ce, or are 

10 be made or guaranteed by a Qualified Uller of Credit. If a Credit Event occurs. the 

Intennediate Lien Reserve Requirement shall be satisfied (A) within one year after the 

occurrence of such Credit E~ent with Other Qualified Insurance or another Qualified LeUer of 

Credil. or {BJ within Ihree)"'at'S (in three equal annual inslallments) after the OCCUJTl:11C(: of such 

Credil EVe11I. oul of Available Inlermediale Lien Revenues (or out of oIher money on hand and 

legally available for such purpose) afler first making n«:essary provisions for all payments 

required to be made inlO the Inlermediate Lien Bond Fund. 

Section 4. Aulhqri?ation of Sqiq of lntennediate Lien Parity Bonds. The Port may 

issue hereunder from time 10 time one or more series oflnlermediate Lien Parity Bonds by means 

of a Series Rewlution for any purpose of the POri now Or hereafter permined by law, provided 

Ihal the Pan shall comply with Ihe lemtS and conditions for Ihe issuance of Intermediate Lien 

Parity Bonds ~inafter set forth in this Section 4 and in Section S hereof. 

Each series oflnlennediate Lien Parity Bonds shall be authorized by a Series Resolution 

which shall. among other provisions, specify and provide for: 

-32· - ~-
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Intennediale Licn Parity Bonds; provided that the Series Re$Olution may authorize the Chief 

E~ecutive Officer of the Port to establish the issue price of the Intemlediate Lien Parity Bonds, 

i..::luding a premium Of' a discoum, under such terms -.nd conditions approved by resolution of 

the Commiuion; 

(P) if SO determined by the Port, the authorization of and any terms and 

conditions with respect to credit o r liquidity support foT the: Intemlediate Lien Parity Bonds of 

such series and the pledge Of' provision ofmonoeys, asseu Of sceurily Other than Net Revenues to 

or for the payment o f the Intcnnediate Lien Parity Boool of such !Cries or any portion thereof; 

(q) a special fuoo or account to provide for the payment of the Intermediate 

Lien Parity Bonds of such series and, if so determined by the POrt, any other special funds or 

accounts (or the Intermediate Lien Parity Bonds of such .series and the application of moneys or 

sec";ty therein ; 

(,) the amount, if any, to be deposited Of' cndiled to the Intermediate Lien 

Reserve Account; and 

(.) any other provisions which the Port deems necessary or desirable in 

connection with the Intermediate Lien Parity Bonds of such .series. 

~. &miHed Prior Lien Bonds· Condit joN of IUUlOC!! of Inteune!lj'[" ! 'rn 

Parity Bopds. 

(I) PUMilled Prior Lien Bond.s. AS provided in the First Lien Masler 

Resolution, the Pon resctVCS the right to issue one Of' more series of First Lien Bonds by means 

of a ''Series Rcsolution~ (as s .... h tenn is defined and required under the Fi~t Lien Master 

Resolution) for any purpose of the Port now or hereafter pcrmined by law, provided thaI the Pan 

shall comply with the temll and conditions for the issuance of First Lien Bonds set forth in the 

-35- -

First Lien Master Res<Ilution. In addition, the POrt a lso reserves the right to issue obligations 

payable from Net Revenues available after payment of the amounts described in paragraphs firs 

through Il!i1ll of Section 2 o f this resolution, -.nd hiving lien(s) on such Net Reven~ priOf' to 

the lien of the Intermediate Lien Parity Bonds and the Outstanding Subordinllte Lien Bonds. 

Such obligations shall be subject to such terms, conditions and COVenants set forth in their 

respecti~ authorizing resolutions. 

(b) Fulun inlenne<ii(1fC Lltn Parity Booth _ General ProviJions. All 

Intemlediate Lien Parity Bonds authorized to be issued under Series Resolutions, upon 

fulfillment of the conditions of this resolution, shall be iuued on a parity of lien with OrM: 

another, having an equal lien and c~ upon the Available Intermediate Lien Revenues of the 

PM. 

The Pon hereby further covenants and agrees with the Owner'S and holdoCJ$ of cao;h of the 

Intmnediate Lien Parity Bonds for as long as any of the $&rile mnain Outstanding that it will 001 

issue any Intermediate Lien Parity Bonds that coDSlilllle • charJc and lien upon the Available 

Inte~iale Lien Revenues equal to the lien thereon of Outstanding Intermediate Lien Parity 

Bonds, unless Itlhe time of the issuance of such Intemlediate Lien Parity Bonds the Port i$ IIOt in 

default under this resolution, i!!!lthe Port meets the conditions set forth in subsection (c) below 

!![111Ce\$ ei tilcr o f theconditicms described in (I) or(2) below. 

(\) CcniflQte RMuired. There slu.1I ~ve be delivered prior to Of' on 

the date of the iuuanc:e of the Intermediate Lien Parity Bonds, ti..!!!tt 

(A) a certificate prqlared as provided below and e~co;uted by 

the Designated Pon Rrpresenlative sIaling that Available [nt~iate Lien Revenues as First 

Adjusted during lhe Base Period were at least equal to 110 percent of Annual Debt Service in 

-J~ --

G
-19



 

each year of the Certificate Period with respect to all intermediate Lien Parity Bonds then 

Outstanding and t!len propose(! to be issued; 2!: 

(B' a Consultant's certificate, prepaml as provided below, 

stating that projected Available intermediate Lien Revenues as First Adjusted will be at least 

equal to 110 percent of Annual Debt Service in each year of the Certificate Period. 

If intcnnediate Lien Debt Service Offsets or Prior Lien Debt Service Offsets are or have 

been use(! in order to comply with Sedion 6(a)(l) or (2), then for the purposes of meeting the 

conditions of this Section S, the Pon shall, by resolution (which may be a Series Resolution). 

identify and irrevocably pled~e the rtoUipu that constirute such intennediate Lien Debt Service 

Offset Or Prior Lien Debt Service Offsets for a period not less than the duralion of the Certi licate 

Period. 

The Oesignated Pon Representative'S certificate, described in (A) above shall be based 

upon the finarn;ial statements of the Pon for the Base Period, corroborated by the cenified 

statements ofthe Division of Municipal Corporations ofthe State Auditor's office of the State of 

Washington, or any SUCcessor to the dulies thereof, or by an independent cenilied public 

acCOllllting firm for the Base Period. 

In making the computalions of proje<::ted Available intermediate Lien Revenues for the 

purpose of cenifYin~ complianCe with the conditians spKilied in (B) above, the Consultant shall 

use as a basis the Available Intermediate Lien Revenues far the Base Period colTOborated by the 

certified statements of the Division afMunicipal Corporations of the State Auditor's office ofthe 

State ofWashingtan. ar any successor to the duties thereof, or by an independent cenilied public 

accounting linn for the Base Period. Tlte COllliultant shall make such adjustments 10 Available 

Intermediate Lien Revenues (including those described in establishing Available Intermediate 

·37- -

Lien Revenues as First Adjusted) in order to compute proje<::ted Available inlennediatc Lien 

Revenues as helshelit deems reasonable as set fonh in writing to the Pon. 

Compliance with the coverage requirements of this Section S shall be demonsltated 

conclusively by aeertificate delivered in accordance with this subsection (b). 

(2) No Crnjliqte Reguired. A certificate shall not be required as a 

condition 10 the issuarn;e oflntcnnodiate Lien Parity Bonds: 

(A) if the !ntermodiate Lien Parity Bonds are being issuod for 

refunding purposes upon compliarn;e with the provisions ofsubsection (c) o f this section: or 

(B' if the intermediate Lien Parity Bonds are being issuod to 

pay Costs afConstructian of Facilities for which indebtedness has been issued previously and the 

principal amount afsuch indebtedness being issued for completion purposes does not exC«<! an 

amount equal 10 an awegate of 15% of the principal 3II1Ount afindebledness theretafare issued 

for such facilities and reasonably allocable to the Facilities to be completed as sbown in a 

wrinen cenilicate of the Designated Pon Representative, stating that the scope, nature and 

purpose of such Facilities has not materially changed and that the net proceeds of such 

indebtedness being issued for completion purposes will be sufficient, together with other 

available funds of the Port. to complete such Facilities. 

(0' {nternrediate Lien Parity Bonds For Refunding Purposes. The Pon may 

issue intennediate Lien Parity Bonds for refunding purposes, as follaws, 

n' intennediate Lien Panty Bonds may be issued at any lime for the 

purpose of refundin~ (including by purchase) Intermediate Lien Parity Bonds including amounts 

to pay principal thereof and redemption premium, if any, and interest thereon to the date o f 

redemption (or pun:hase), any deposits to a reserve account or to purchase a Qualified Letter af 
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Credit or Qualified Insurance, any terrnination amount with respect to an a.ssociated Parity 

Derivative Product or Other Derivative ProdUCt, and the expenses of issuing the Intermediate 

Lien Parity Bonds and of effecting such ~funding upon delivery of a certificate as pmvided in 

suhsecli()ll (hX2) above. Such ~funding Intermediate Lien Parity Bonds also may be issued 

without a certificate if: 

(A) the latest maturity of!he Intermediate Lien Parity Bonds to 

be issued is not later than the latest maturityofthe Intermediate Li en Parity Bonds to be refunded 

(were such ~funding oot to occur). and the increase in Annual Debt Service as a result of such 

refundir.g in any yur is less than the greater of (i) S2S,OOO or (ii) S% of such AMual Debt 

Service Dn the Intermediate Lien Parity Bonds to be refunded; or 

(B) Ihc [aicol maturity oftllc ll11esmcdialC Licn Parity &,><1.> 10 

be issued is later than the latest maturity of the Intermediate Lien Parity Bonds to be refunded 

(were such refunding oot to o«ur), and Ihe MaJlimum Annual Debt Service on all Intermediate 

Lien Parity Bonds to be Outslanding after the issuance of the refunding Intermediate Len Parity 

Bonds shall oot be greater than Maximum Annual Debt Service were such refunding oot to 

occur. 

(2) Inlennediate Li en Parity Boods may be issued at any lime for the 

purpose ofrefunding (including by purchase) any Permitted Prior Li en Bonds. including amounts 

10 pay principal !here<.lf and redemption premium, if any, and interest thereon to th~ date of 

redemption of such bonds (or purchase), any deposits 10 a reserve account or to porchasc a 

Qualified Le\1er of Credit or Qualified Insurance. any termination amount with respect to an 

a.ssociated derivative product, and !he expenses of issuing the Intermediate Lien Parity Bonds to 

purchase or refund the same and of effecting such refunding; provided. howeve r. that prior to the 

·39· -

issuance of such Intermediate Lien Parily Bonds the Port must provide a certificate if ~uch a 

certificate would be required by subsection (eXI) of this soction if the Permined Prior Lien 

Bonds to be ",funded were Interrncdiate Lien Parity Bonds. For the pufPOscs of determining 

whether 3 certificate il required by subsection (eX I) and for the purpose of preparing any such 

certificate, the debt service on the Permitted Prior Lien Bonds shall be calculated as if such 

Perrnitted Prior Lien Bonds were Intermediate Parity Lien Bonds. 

(3) Intermediate Lien Parity Bonds may be issued witho~t !he 

requirement of a ccniflcatc pursuant to this section for the purpose of refunding (includrog by 

purchase) any Perrniued Prior Lien Indebtedness Or Intermediate Lien Parity Bonds at any time 

within one year prior to their maturity or mandatory redemption date if sufficient Available 

Intermediate Lien Re''CIlues or other moneys <= oot expected to be available for payment at 

maturity or mandalory redemplion, 

(d) Liens Subordinate /0 Intermediate Lien Parity Bonds. Nothing herein 

contained shal! prevent the Port from issuing revenue bonds or other obligations (includi"g any 

Other Derivative I'rodIct) which are a charge upon the Available Intermediate Lien Revenues 

junior or inferior to the payments re<[uired by this resolution 10 be made out of such Available 

Intermediate Lien Revenues to pay and secure the paymenl of any [ntennediatc Lien Parity 

Bonds. Such junior or inferior obligations shall r,01 be subjCC1lo acceleration. This prohi:'ition 

against acceleration srn.1I 001 be deemed 10 prohibit mandatory tender or other tender provisions 

wilh respect 10 variabl~ rate obligations or to prohibit the payment ofa lerrninalion amount with 

rcspecllo an Other Derivative Product aT a Parity Derivative Product. 
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"""". Sp«i[os; Coymany.. The Port hereby makes the following covc:rwrt$ and 

agreements with the owncn and holders of each of!he Intermediate Lien Panty Bonds for as long 

as any of I~ same remain Outstanding. 

,.) Rail: COWIID~I. ~ Port will at all limes establish. maintain and collect 

ralWS, tariffs. rile$, fees, and chargc::s in the OpeTtlion of ,II of its businesses as long as any 

In\emledialc Lien Parity Bonds are Outstanding that win prodl.lCe in each fiscal year 

(I) Avai lable Intermediate Lien Revenues as First Adjusted II least 

cquaito IIW. oftl>e Amount Due; and 

") Available Inlennediatc Lien Revenues as Second Adjusted at least 

cqualto 125% oftbe Amount Due. 

Subsections (a)(l) and (2) ~ separate rather than cumulative calculations ~gan:lin& the 

sufficiency of Available Intmnediate Lien Revenues and ~ together 10 be coos~ as the 

Port's ~Rale Covenant~. 

If the Available Intmnodiale Lien RcvenllCl as First Adjusted or if Available 

Intmnediate Lien Revenues as Socond Adjll$led in any fiJCiIl year ~ less than ~uired 10 fulfill 

the lUte Covenant, then tbe Port will retain I Consultant to malr::e recommeudations as 10 

opcratiOIl!l and the revision of schedules of rentals, tariffs, rates, fees and charges; and upon 

m:civing such ~tionl or giving IQSOnable opportunity for sucb rccomrnc:ndations 10 

be made, lhe Conuni$$ion, on tbe basis of such rocommcnda1ions and other available 

information, will establ ish mlt.)s, tariffs, ralel, fees and charges for SCtVices and oper.dions 

whiCh will be necessary to meet the Rate Covenant in the fisa.1 year during which such 

adjustments are made. Irthe Commission has taken the steps SCI fonh in this paragraph and the 

Avai lable intermediate Lien Revenues as First Adjusted or if Available Intermediate Lien 

4'· -

Revenues as Second AdjUSled in the fisc;al yo:ar in which adjustments are made nevft\heless are 

001 !uffidcnl lo meet the Rile Co\'Olant,!here shall be no dcfau!tllllder this Scclion6(a) during 

such fiscal year, unless the Port fails 10 meet the Rate Covenant for two consecutive fiscal ~ 

(b) Payment ofl",enn~iale Liel Pority Bomb. The: Port will duly and 

punctually pay or cause to be p.oid OUI oflhc: Intermediate Lien Bond Fund the principal of and 

imerest on the Intermediate Lien Parity Bonds at the times and places as proYidod in each Series 

Resolution and in said Intermediate Lien Parity Bonds provided and will al all times faithfully 

perform and ob&CTVC any and all covenants, undertakings and provisions contained in this 

ruolution, tbe Serie5 Re5Qlution, as applicable, and in the Intermediate Lien Parity Bonds. 

,<) Mainu!nana and OperaliaftJ. The Port will at all times keep and maintain 

all of the Facilities in good repair, working order and condition, and will It all times opcf1lle the 

same and the businc:!lS or businesses in COMection therewith in an efficient manner and at , 

reaaonablc e<lSI. 

(d) Sale ofCcnQin FaciJiliQ.. In the event any Facililyor part thcreofwhich 

contributes in some measure 10 the Gross Revenue is sold by the Port or il condanncd pursuanl 

10 the po",cr of eminent domain, the Pon will apply the net proe«<Il of such sale or 

condannation 10 capital e~pendirun::s upon or for Facilities which will o;ontn"b1llC in IOITIe 

measu~ 10 the Groa Revenue or 10 the mirement of Bonds then Outstanding. 

,.) buurcmcc o/Facilirit:.J . The Port "ill keep or arrange to keep ,II Facilities 

insured, if sucb insurance is obtainable at rcuonable rates and upon rcuon.t!le COnditions, 

.gainst such rius, in such arnouoll;, and with such deductiblcs as the Commission or the 

Designated Port Representative shall deem necessary. 
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(0 IllSIUoltCC AgfJilUl Pon Liabifiry. The Port will al all limes Ucp or 

anan~ to keep in full force and effect policies of public liability and propertydamagc insurance 

which wi ll prolect the Port apins\ an)Ol"le claimi", damages of any kind or natuI'C, if loch 

insurance is obtainable at retiOflable rliICS and upon ~ablc conditions.. in soch amounts and 

with such dcductiblcs as the Commission or the Designated Port Representative shall deem 

.-...y. 

(~ Maintenance of Books and Reconh. The Port will keep and maintain 

proper books of account and a.;:c urate records of all of itl ~rnlle. including tax receip tS. 

received from any source whatsoever, and of I II costs of administration and maintenance and 

operation of all of ils busineu that are in accordance with generally acccvted accounting 

principles as in effecl from time to time. On ()<' before 120 days after eacll fiscal year the Port 

wi ll prepare or UIISe 10 be prepared an OpeTI.ting statement of . ll of the business oCthe Port for 

sud! pn::occd.ing lisul year. Elclllucll annual ltatemenl shall contlin a s tatement in Iktai l oCthe 

GTOM Revenue. tax roceipll. expe_ ofadminislration. eJCpen5eS ofnonnal OpeTI.lion. experues 

ofnonnal and extnordinary mainlenance and fq)air, and expend.itUlQ' for capital purposes of the 

Port for sucll lisul year and lIIall contain a statement as of !he end of sucll year showing !he 

status of I II funds and accounts of the Port pertaini", to the operation of its business and the 

status of all of thf; fuDdl and KCOUnIS o:reatW by variws moMiOlU of ltte COJDJItiaion 

lutllorizing the issuanc:e of oulStandinl bonds and otIIer obligaeions payable from tile Gross 

Revenlle. Copies of such statements shall be placed on file in the main office of the Port and 

sltall be open to inspeclion I I any reasonable time by Ihe owners of Intmnediate Lien Parity 

....... 

~). -

(h) DiJpostll of Inrome Propmin. In the event of volunlafy or involuntary 

sak:, lease, or otbcr wnvC)'3IlCe, transfer or di~1 of.1I or $llb$tanlialty all ofilS t'acilitics,1hc 

Pon shall mjU;rc thaI contemporaneously with such disposition. there shall be paid int<) a spodal 

fund a awn which shal l be sufficient 10 defease all Intermediate Lien Parity Bonds then 

OulSlanding; provided, however, lhal such dcfeaaance will noc be requim:! $0 Ions as the Pon 

maintllins primary responsibility for the management and opcnlion ofille affected Facili ties and 

provided funh<:r th.ill all Available Intermediate Lien Revenue from Slich Fac ilities continucs to 

be pledged to all Intermediate Lien Parity Bonds then Oul5tanding. 

smilm.l. Derjvalive Prod"C!', The Port lIereby Te$eJVCI the rilht to enler into 

Parity Derivative Products and Other Derivativc Productl. llte Port llIay amend this resolution. 

within the limitations ]ICmlined in Sections 8 or 9, 10 attornrnodale new or modified definitions 

of.Dd:lt Setvic:e in connection witll a Parity Derivative Product if the Parity Derivative Product 

inc:ludes Port Parity Payments o r Rcciproul Parity Payn'ents not then contemplated or otherwiae 

addreuod by the definition of Debt Service. I{the Port enters into a Parity Oerivauve Product 

with n::speI;t to previously Outstanding Intermediate Lien Parity Bonds ()<' Intermediate Lien 

Parity Bonds 10 be issued sub5eq\lC:l1l 10 the effective date of the Parity Oeri ... tive Product. the 

Port shall no( be required 10 sauslY the conditions set forth in S«tion S of tlli, resolution wilh 

respeo::t to the Parity Derivative Product. Each Parity Derivative Product shall .set forth the 

manner itt whicllihe Port Parity Payments and Reciproc.l Parity Payments are to be calculated 

and I sc:hedule of payment dates. Thil resolution may be amended in the future to renect the lien 

position and priority of any payments made in connection with a Parily Derivative ProdU<:l: 

provided. howewtr. that tennination amounts under Derivative Parity Products must be 

subordinate to Ihe lien of Intermediate Lien Parily Bonds . 

. ". .-
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~. Amerxlments Without Bondowner Consent This resolution may be 

amended or supplemented from time to lime, wilhelUl the consent oflhe RegiSlered Owners by a 

n::solution Or resolutions amendalory or supplemental to this resolution adopted by the 

Commission for one or mon:: of the following purposes: 

(.) to add additional covenanus of the Commission or 10 sum:rxler any right or 

power hen::in conferred upon tke Port; provided ttlat such additional covenants arxl agreements 

an:: not contrary to or inconsistent with the covenants and agreements of the Pon contained in this 

resohnion; 

(b) to confinn as further assurance any pledge or provision for payment of the 

Intermediate Lien Parily Bonds Wlder and the subjection to any lien, claim or pledge cn::ated or to 

be created by the provisions of this resolution of the Available Intermediate Lien Revenues or of 

any other money,;, securities or funds; 

(.) to cun:: any ambiguity or to cun::. conut or supplement any defective 

(whether because of any inconsistency with any other provision hereof or otherwise) provision of 

this resolution in such manner as shall not be inconsistent with this resolution or 10 make any 

otlter provisions with respect to mIners or questions arising urxler this resolution, provided such 

action shall not impair the security hereof or materially arxl adversely affect the interests of the 

Regi!<lered Owners; or 

(') 10 prescribe further limitations and n::strictions upon tlte issuance of 

Intermediate Lien Parity Bonds arxl the incurring of indebtedness by the Port payable from the 

Available Intermediate Lien Revenues whiclt are not contrary to or inconsistent with the 

limitations and restrictions thereon theretofon:: in effect; 

45· - ~-

(.) 10 provide or modify procedUJeS penni!!ing Registcml Owners to utilize a 

eerlificated system ofn::gistration for Bonds; or 

(0 to modify, aher, amend, supplement or restate this resolution in any arxl all 

resp«!S necessary, desirable or appropriate in connection with the delivery of a Credit Facility, 

Liquidity Facility or other security Or liquidity amrngement; Or 

(g) to modify, alter, amend, supplement Or restate tltis resolution in any and all 

resp«ts necessary, desirable or appropriate in order to satisfy the requirements of any Rating 

AgelKY which may from time to time provide a rating on the Bonds, or in order to obtain or 

retain such rating on any Intermediate Lien Parity Bonds as is deemed necessary by tlte Port; oc 

(h) to qualify this resolution under the Trust Indentun:: Act of 1939, as 

amended; 

(i) for any purpose, if such amendment becomes eff«tive only following a 

mandatory tender of all Intermediate Lien Parity Bonds for purchase; Or 

Gl to modify any of the provisions of this resolution in any other n::spcct.s; 

provided that such modifications shall not materially and adversely affect the rights of any 

Intermediate Lien Parity Bondowners or that such modifications shall not take effect until all 

then Outstanding Intermediate Lien Parity Bor>ds are no 10ngerOut.standing, 

NOlWitlts!anding anything in this Section 8 to the contrary, without the specific consent of 

the Registered Owners of each Intermediate Lien Parity Bond, no such resolution amending or 

supplementing the provisions hereof or of any Series Resolution shan reduce the percentage of 

Intermediate LieR Parity Bonds, the Registered Owners of which are required to conscot to any 

such rerolution amerxling or supplementing the provisions hereof; or give to any Intermediate 

Lien Parity Bond or Intennediate Lien Parity Bonds any preference over any other Intennediate 

..... -
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Lien Pari~y Bond Or In!ermedia~e Lien Parity Bonds secured hereby. No resolution amending or 

supplementing the provisions hcrrofor any Series Resolution shall change the date ofpajoTllen~ of 

the principal of any ln~ermedia~e Lien Parity Bt>nd, or reduce the principal amount or Accrc~cd 

Value of any Intermediate Lien Parity Bond, or change the rate or e~tend the ~ime of payment of 

interest thereof, or reduce any premium payable upon the redemption or prepaymcn~ thereof. Or 

advance ~he da~e upon which any Intermediate Lien Parity Bond may first be called for 

redemption prior to ilS fi~ed maturity date (except as provided in !he Series Resolution 

authorizing the issuance nf such intemlediate Lien Parity Bond) without the specific consent nf 

the Regis~ered Owner of that intermediate Lien Parity Bond: and no such amendment shall 

change or modify any of the rights nr obligations of any Paying Agent Or nther agent for a series 

of Intermediate Lien Parity Bonds without ilS wrillen assentthCRIo. 

'""""'-' . Amendment, With Regi§tem! Owners' CO!!!i£!!t Thi, resolution may be 

amended from ~ime to time by a supplemental resolution approved by the Registered Owners of a 

majority in aggregate principal amount of t~ Intermediate Lien Parity Bonds ~hen Outstanding: 

provided. that (a) no amendmcn~ shall he made which affects ~he rights of some but fewer than 

all of the Registered Owners of the Outstanding Intemtediate Lien Parity Bonds without the 

consent of the Registered Owners ofa majority in aggregate principal amount of the Intemtediate 

Lien Parity Bonds SO affected, and (b) except as expressly authorized beTeunder. no amendment 

that alters the interest ralCS on any Intcnnediate Lien Parity Boods. the maturity date, interest 

payment dates, purchase upon tender or redemption provisions of any intennediate Lien Parity 

Bonds, this Scction9 withou~ the consent o f the Registered Owners of all Outstanding 

intermediate Lien Parity Bonds affected thereby. For the purpose: of consenting to amendments 

under this Scction 9 except for amendments that alter the interest ra~e on any Intermediate Lien 

47- -

Parity Bonds, the ma~urity date. interest payment dates. purchase upon tender or redemption of 

any Bonds, the Credit Facili~y Issuer shall be deemed to be the sole Registered Owner of the 

Bonds that an:: payable from such Credit Facility and tha~ arc then Outstanding. 

~. Re§Q!utjon and Laws@Contract with Intermediate! ien Parity Bondowners 

This resolution is adopted under the authority of and in full compliance with the Constitution and 

laws of the State of Washington, including Title S3 of ~he Revised Code of Washington, as 

amended and supplemented. In consideration of the purchase and acceptance of~he intermediate 

Lien Parity Bonds by those who shall hold ~he same from time to time. the provisions of lhis 

reso l u~ion and of any Series Resolution and of said laws shall constitute a contract with ihe 

owner or owners of each Intemtediate Lien Parity Bt>nd, and the obligations of the Port and its 

Commission under said laws and under this resolution and under any Series Resolution shall be 

enforceable by any court of competent jurisdiction: and the covenan~s and agreement, herein sel 

forth ~o be perfonned on behalfofthe Pon shall he for the equ.al benefit. protection and sc:<:urity 

of the owners of any and all oflhe Intermediate Lien Parity Bonds. 

~. Defaults and Remedies. The Pon hereby finds and determines that the 

failure or refusal oftbe Port Or anyofits officers to perfoml the covenants and obligations of this 

resolution will endanger the operation of the Facilities and the application of Gross Revenue and 

such other money, funds and >;eCuritie$ to the purposes lIerein set fonh. Anyone or more of the 

following shan constitute a default under tltis resolution· 

(.) The Pon shall fail to make a pajoTllent of the principal of any Intermediate 

Lien Parity Bonds when the same shall become due and payable whC1hcr by maturity or 

scheduled redemption prior to maturity, provided, that a failure to make a payment of tlte 

48- ._-
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princi""l of a Series shall not constitute a payment default under 1liiy other Series not otherwise 

in default; 

(b) l1Ic Pori shall fail to make a payment of any installment of interest on any 

Intennediate Lien Parity Bonds when the same shall become due and payable; provided. that a 

failure to make paymem of interest on a Series shall not constitute a payment defa~1t under any 

other Series not oth<:rwise in defau!!; Or 

(0) The POri shall default in the observance or pcrfonnance of any other 

covenants. conditions. or agreements on the part of the POri contained in this =Iuoon, and such 

default shall have continued for a period of9O days. 

In detennining whetbcr a payment default has occurred or whether a payment on tbe 

Intermediate Lien Parity Bonds has been ntade under this resolution no effect $hall be given to 

paymetlts made under a Credil facilily thai is a policy of municipal bond insllnt'lee or surety 

bond. Upon the oecum:nce and continuation of a default, a ~il facility Issuer of a Credit 

f acility that is not a line of credit shall be entitled to waive any default or to exercise, On behalf 

of the owners ofIntennediate Lien Parity Bonds insured by such Credit Facility Issuer, any ohhe 

remedies provided under this section and. for as long as such Credit Facility Issuer is not in 

default of its obligations under the Credit Facility, such Credit Facility Issuer shall be the only 

party C!1titled to waive any default Or exercise the remedies provided under this section. 'Illcre 

may not be any acceleration of the Intcnnediate Lien Parity Bonds. and adefault under one Series 

of Intermediate Lien Parity Bonds shall nOI constitute a default under another Series of 

Intermediate Lien Parily Bonds not then in default 

Upon the occurrence of a default and so long as such default shall net have been 

remedied and subject to the foregoing paragraph. a Bondowners' Trustee may be ~pointed for 

~9- - ~* 

the Intennediate Lien Parity Bonds by the owners of a majority in principal amount of the 

Outstanding Intermediate Lien Parity Bonds of the series then in default by an instrument or 

concurrent instruments in writing signed and acknowledged by such Bol1downers or by their 

allomeys-in-fact duly authorized IIIId delivered to such Bondowners' Trustee. notification thereof 

being given to lite Pori. Any Bondowners' Trustee appointed under the provisions of this 

Section II shall be a bank Or trust company organized under the laws of a state or a national 

banking associaton. 'I'he fees and expenses of a Bondowners' Trustee shall be borne by tlte 

Bondownen and not by the PM, The bank or trust company acting as a Bon<lowners' Trustee 

may be removed at 1liiy time, and a succcs.sor Bondowners' Trustee may be appointed by the 

owners of a majority in principal amount of the Intennediatc Lien Parity Bonds Outstanding of 

the series then in defaUlt, by an instrument or tonc~t instruments in writing signed and 

acknowledged bysueh Bondowncrs or by their attorneys_in_fact duly authorized. 

The Born!owners' Trustee appointed in the manner herein provide.:!. and each successor 

tbereto, is hereby declared to be a trustee for the owners of all the Intennediate Lien Parity Bonds 

ror which such ~pointment is made and is empowered to exercise all the rights and powers 

herein conferred on the Bondowners' Trustee. 

A Bondowners' Trustee may upon the happening ofa default and during the continuation 

thereof, take such steps and institute such suits. actions or other proc:ceding; in its OWn name, or 

as truslee, all as it may deem appropriate ror the protection and enforcement of the rights of 

Bondowners 10 collect any amounts due and owing the Port, Or to obtain other appropriate relief. 

and may enforce tbe specific perfonnance of any covenant. agreement or condition contained in 

this resolution. 

-s~ -
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Any action, suit or other proceedings instilt:ted by a Bondowners' Trustee hereunder shall 

be brought in its name as trustee for the Bondowners represented by such Trustee and all such 

rights of action upon Or under any of the Intermediate Lien Parity Bonds may be brought by a 

Bondowners' Trustee or the provisions of this resolution may be enforced by a Bondowners' 

Trustee without the possession of any of said Intermediate Lien Parity Bonds, and without the 

production of the same at any trial or proce<:dings relating thereto except where otherwi~ 

required by law, and the respective owners of said Intermediate Lien Parity Bonds by purchase of 

such Intennediate Lien Parity Bonds shall be CQoclusively deemed irrevocably to appoint a 

Bondowners' Trustee the true and lawful trustee to the respective owners of said Intennediale 

Lien Parity Bonds, with authority to institute any such action, suit or p~ing; to receive as 

trustee and deposit in trust any sums that become distributable on account of said Intennediate 

Lien Parity Bonds; 10 execute any paper or docummts for the receipt of such moneys, and to do 

all acts with respect thereto that the Boooowner himself might have done in person. Nothing 

herein contained shall be deemed to authorize Or mlpower any Bondowner.;' Trustee to consent 

10 accept or adopt, on behalf of any owner of said Intermediate Lien Parity Bonds, any plan of 

reorganization or adjustment affecting the said Intermediate Lien Parity Bonds or any right of any 

own .... thereof, or 10 authorize or empower the Bondowners' Trustee 10 VOle the claims of the 

owners thereof in ""y reeciverdlip, insolvency, liquidation, b.>nkrup\ey, reorganiZ3tion or other 

proceeding to which the Port shall be a party. 

Subject to the rights of a Cr"l'di! FlOCi1ity Issuer set fonh in this section, 00 owner of any 

one or more of the Intennediatc Lien Parity Booos shall have any right 10 institute any action, suil 

or proce<:dings at law or in equity for the enforcement of the same, unless default shall have 

happened and be continuing, and unless no 8ondowners' Trustee has been appointed as herein 

·51· -

provided, but any remedy herein authorized to be exercised by a Bondowners' Trustee may be 

exercised iooividually by my Bondowner, in his own name and on his own behalf or for the 

benefit of all Bondowners, in the event nO E\Qndowners' Trustee has been appointed, Or with the 

consent of the Bondownen' Trustee if such Bondowners' Trustee has been appointed; provided 

however, that nothing in tbis resolution or in the Intermediate Lien Parity Bonds shall affect or 

impair the obligation of the Port which is absolute and unconditional, to pay from Available 

Intermediate Lien Revenue'llhe principal of and interest on said lntennediate Lien Parity Bonds 

to the respective owners thereof at the respective due dales thefl'in ~ified, or affect or impair 

the right of action, which is absolute and uncondi tional, of such owners 10 enforce such 

payments. 

The remedies herein conferred upon or reserved to lhe owners of the Intermediate Lien 

Parity Bonds and 10 a Bondowners' Trustee an: not ;ntcooed to be exclusive of any other remedy 

or remedies. and each and every such fl'medy shall be cumulative and shall be in addition 10 

every other remedy given ~.ereunder or rIOW or hereafter exisling at law or in equity or by statute. 

The privileges herein granted shall be exercised from time to time and continued so long as and 

as often as the occasion therefor may arise and rIO waiver of any default hefl'under, whether by a 

8ondowners' Trustee Or by the owners oflntermediate Lien Parity 8o00s, shall extend to or shall 

affect any subsequent default Or shall impair any rightS or fl'medies consequent thereon. No 

delay or omission of the Bondowners or ofa Boooowners' Trustee to exereise any right Or power 

"",cruing upon any default shall impair any such right or power or shall be construed to be a 

waiver of any such default or acquiescence therein. 

·52- -
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Upon any such waiver. such default shall cease 10 cxist, and anydcfault arising tllercfrom ADOPTED by Illc Port Commission of Ille Pon of Seattle at a Il'gular meeting thereof. 

shall 'be deemed to havc been cured. for every purpose of this resolution; but no such waiver shall held this I<J.~ day of .1: .. ' 2005. and duly authenticated in open session by the 

extend to any subsequcnt or other default or impai~ any right consequcnt thereon. signatures of the Commissioners present and voting in favor thereof. 

~. Moneys Held by Paying AgmlS One Year After pl'!; pate Unless '3rz,&?!'"" EDWARDS 

~ ~~ ?~~:=~'" 
otherwise provided in the Series Rsoolution authorizing a series of Intermediate Lien Parily 

Bonds, moneys or sa:unties held by the Paying Agents in trust for the payment and discllarge Or 

pun;hase orany of the [ntennediate Lien Parity 8C>nds which remain unclaimed for one year after 

the dale wilen such Intermediate Lien Parity Bonds are pun;hased or shall have become due and 

payable, either at their Slated maturity dates or by eall for earlier redemplion. if such moneys 
Commissioners 

were held by such Paying Agents at such dale, o~ for One year after the date of deposit of such 

moneys if deposited with the Paying Agents afler thc date when such [nteonediale Lien Parity 

Bonds become due and payable. shall be Tqlaid by the Paying Agents to Ihe Port flU from the 

lruSI erealed by Ihis resolution and the Paying Agenls shall thereupon be released and discharged 

with respect thereto. and Ille owners of tile Intermediate Lien Parity Bonds of the series payable 

from such moneys shall look only to the Port for the payment of such Intermediate Lien Parity 

Bonds. 

Section !3. Severability. lrany one Or more of the pn)visions of til is resolution sllall 

be declared by any court of competent jurisdiction to be contrary \0 law. then such provision or 

provisions shall be deemed separable from, and shall in no way affoct tile validily of. any of the 

other provisions of this resolution or of tile Inteonediate Lien Parity Bonds iss~ pursuant to tile 

terms hereof. 

-53- ,- -54- -

G
-28



 

CERTIFICATE 

I, the undersigned. Sornury of the Port Commission (the '"Commission") oflhe Port of 

Seatlle (the "Port"). DO HEREBY CERTIFY: 

L That the atladled rnolulion nwnberod 3540, as amendod (lhe MResolulion'') i ... 

lrue and correel copy of a rnolllljon of lhe Pon, &I finally adopted al • meding of the 

Commission held on lhe~day of J(j(}(L. 200S, and duly recorded in my offICe. 

2. That said meeting was duly convened and held in all respc:cts in accordance with 

law, and 10 the eXlenl requi~ by law, duc and proper notice of such meeting was given: Ihal a 

quorum of lhe Commission was present Ihroughoul the meeting and .. legally sufficient number 

of mmlbers ofllle Commission VOIed in the proper m~ for the Idoplion of said Resolulion: 

that all other It'Quimnenll and proceedings incident 10 the proper adoption of said Resolution 

hive been duly fulfilled, carried out and othcowise observed, and Ihil I am authorized 10 exccule 

this emi fieate. 

IN WITNESS WHEREOF, I have hereunto iICt my hand this~ day of 

0unu 200S. 

-«i :?'~==:> - ,-" 

- --

INICRMEDIATELIEN 
SERIES RESOLUTION 

PCRT OF SEATTLE 

RESOLUTION NO. 313S 

A RESOLUTION of the Port Commission of the Port of SelIlIle 
luthorizinllhe issuance and sale of inlennediale lien ~venue and 
~fundina: bonds in one or mote series In the: aurclate principal 
amounl of not 10 elIcced $800,000,000, for the purpose o f 
financina: or ~financjng I;llpital improvements 10 aviation facilities 
and for lhe purpose of refunding eenain ouISlanding revenue boOO5 
of the Port: sening forth cenain bond !emu Ind covenants; and 
delea.lina: authorilY to approve finallemu and eoodition5 and the 
laic or lhe bonds. 

ADOPTED: ~ \\ WI1 

Prepared by: 

K&LGATESUJ' 
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WHEREAS. tile Port lias autllorizcd tile issuance of intcrmediate licn revenue bonds 

having a lien On Net Revenues subordinate 10 the lien thereon of the Outstanding First Lien 

Parity Bonds in ORC Of more series pursuanl 10 ReSOlution NO. 3540, as am.nded, adopled on 

June 14. 200S (the "Intermediate Lien Mas1Cr Resolution"): and 

WHEREAS. the Port currently has outstanding ten series of intermediate lien revenue 

bonds pursuant to the Intermediate Lien Master Rcsolution.1I$ follows: 

Principal 
Authori1;ing Date of Original """""' Resolution Original Principal Outstanding Final 

Number I~ Series """""' (07102/2017) Maturity Dales 

3631 08I041l01O (B) S 221.3 15.000 $ 206.200.000 06I01/2Q40 
3631 08l04I2010 (C) 128.140.000 103.135.000 02I011l024 
3658 0311412012 (A) 142,55S.OOO 323,4IS.ooo 0810 112033 
3656 0311412012 (B) 189,315,000 125,43S.OOO 08I0 11l024 
3658 0311412012 (C) 80.270.000 7.0S0.OOO 1110112017 

"" 12I11120lJ 139,105,000 121,15S.OOO 0710112029 

"'" 08I06I20lS (A) 12.010.000 12.010.000 041011W40 

"'" 08I06I20lS (B) 284.440.000 2SS.19O.000 0310112035 

"'" O8J06IlOIS (0) 226,21S,ooo 222.500.000 041011lO4O 
3722 0810212016 99.095.000 99.09S.000 02I0 11l030 

(the '"Outstanding Intermediate Lien Bonds"): and 

WHEREAS, the First l.ien Master Resolution and the Intermediate Lien Master 

Resolution permit the Pon 10 issue its revenue bonds having a lien on Net Revenues and 

Available Intermediate l.ien Revenues (as such tenns are defined in the Intermediate Lien 

Master Resolution) subordinate 10 the lien thereon of the Outstanding Intermediate Lien Bonds: 

'"' 

.,. 
so.:os7M3.1 

WHEREAS. lhe Pon currenlly has oulslanding four series of subordinale lien revenue 

bonds, as follows: 

Principal 

Authoril.ing Date of Original Amount Final 
Resolution Original Principal Outstanding Maturity 

Number Issue Series Amount (07/0212011) 0." 
3238 03/l6l1997 $ 108.830.000 $ 64.940.000 0910112022 
3354 0910111999 (A) 121.140.000 53.I1S,OOO 091011l020 
3456 (CP) 250.000.000 19.6S5.ooo 0Ml112021 
3.'i98 06I111l00s 2oo.7n.000 184.495.000 071011l033 

(tile "Outstanding Subordinate Lien Bonds"): and 

WHEREAS, the Port has issued its Revenue Bonds. Series 2009A issued on July 16. 

2009 currently outstanding and bearing interest as follows: 

Maturity Da1Cs 
(May I) 

2021 
2028 

(the "Scries 2009A Bonds"): and 

Principal 
Amounts 

$ 10.080.000 
10,625.000 

Interest 
Rates 

.'i.2S% 

.'i.25 

WHEREAS, all of the outstanding ~ies 2009A Bonds are subject to optional 

redemption on and af1Cr May I. 2019 at a price equal 100% of the principal amount thereof plus 

accrued interest to the date fixed for redemption; and 

WHEREAS, the Pon has issued its Revenue Bonds. Series2009B-I issued on July 16. 

2009 currently outstanding and bearing interest as follows: 

'Tenn Bonds 

Maturity Dates 
(May I) 

2019' 

2036' 

(the "Series 2009B-I Bonds"): and 

--" 

Principal 
Amounts 

$ [2,710.000 

255,450,000 

·3· 

In1CreSt 
Rates 

.'i.14% 

7.00 
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WIiEREAS. the smes 20098· 1 8onoh maturing after May I . 20 19. aR subject to 

optional redemption on and after May I. 2019. at • price equal 100'10 of the principal_mount 

the~( plus acerucd inlerc$l to the date fixed for redemption: and 

WIIEREAS. the Port has determlned thai the Series 2009A Bonds and the 

Series 20098·1 SolIds dc.5eribed on £&hil!i!A luaehed hereto (IOJCthcr. the "Refunding 

Candidates") may be defelSCd andfor refunded. thereby $lYing on debI service. through the 

iswance o f the Series 20 17 Bonds: and 

WIIEREAS, the Port wishes to finance certain capital improve.,.,nts to aviation facilities 

(hereinafter defined 1$ Ihe "Projccl$~) through the issuance of the Series 20 11 Bonds: and 

W IIEREAS. the Intermediate Lien Master Resolution permll$ the Port 10 issue Its 

revenue bonds hning a lien on Available lntermediate Lien ReWcnues (1$ such term is defined in 

the Intermediate U en Master Resolution) on I parily with the lien thereon of the Outstandina 

Intermedw.e U en Bonds upon oompliance with certain condilions; and 

W IIEREAS. the POfI has detennincd that such conditions wHl be met; Ind 

WIiEREAS. pumuml to RCW S3.40.030. the Port Commission may delegate authority to 

the chief excculiY1: offU:CT of the Port 10 approve lhe designalion of the bonds to be defclSCd 

a.ndIor- refunded, the interest taleS. malurity dates. redemplion rights. interest payment dates. and 

principal maturilic::s undoer suo;h tcmlli and conditiom IS are approved by resolution; and 

WHEREAS. the Port has held I public hearing on the iuuartCe of cenain Senet. 2011 

Bonds (as hereinafter defined) IS required by Section 141(0 of the. Internal Revenue Code. as 

amended: and 

WHEREAS. it is ckem:d ncccsslf)' and desil1lble that the Series 2017 Bonds be $Old 

pursuant to one or man:: negOliated sale(s) as herein provided; 

4 · 
_18e3.1 

NOW. THEREFORE. BE IT RESOLVED BY THE PORT COMMISSION OF THE 

PORT OF SEATILE. as follows: 

~. DefinjtjoN. Unless otherwise defined herein. the temlli used in this series 

resolution. including the preamble hereto. that arc defined in the Intermcdiatc Lien Master 

Resolulion shall have the meanings SCI forth in the Inte~ Uen MISter Resolution. In 

addition. the following terms shall have the following meanings in Ihis series resolution: 

AcquirM Obligations mean the nonc~lable QovemmI:nt Oblig~tions acquirc4 by the 

Pan pursuant 10 Section 8{c) oflhis series resolution l!Id the Escrow Agrttment. if any. to effect 

Ihe defeasance and refunding of all or I panion of the Refunded Bonds. 

Rrntjirio/ Own,r means any person thai has or sbares tM power. directly or indirectly. 

to ~ investment decisions concerning ownership of any Seri~ 2011 Bonds (including 

persons holdin8 Seriu2011 Bonds through nominees. depositories or other intermediarie$). 

Bond Counstl means , finn of lawyers nation~ly recognized and ao:<:epled IS bond 

counsel :and 50 employed by the Port for any purpasc un.dcr Ihis series resolution applicable to 

the use of that tenn. 

Bond Im urann Commit""nt means the oommilmcnt(s) of the Bond Inwrer. if any. 10 

insu~ one or more series. or cenain prillCipai rNlurities thereof. all or • panion of the 

Series 2011 Bonds. 

Bond Insurann " oticy means the policy(ie$) of municipal bond insurance. if any. 

delivered by the Bond Insurer at the lime of issUIIICC and delivery of Series 2011 Bonds 10 he 

insurc4 pursuant to the Bond lnsurancc Commitment. 

Bond Insunr means the municipal bond insurer(s). if any. that has committed 10 insure 

one or more series. or ceMlin principal maturities thereof, of the Series 2017 Bonds, pursuant to 

the Bond Il\5UnlnCe Commit.,.,nt. 

.,. 
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Bond PUN:h/u~ C"nlracl ll1C'an~ each o f lhe Bond Pun:hase Conln>eI(I) for lhe 

Serid 2017 Bond.!i of 0ItC or ~ $eries. providing for lhe pun:hase of lhe Series 2017 Bonds of 

such Kries by the Underwriters and seuing fanh cenain terms .lllhorized to be approved by lhe 

Designated}>Qn Rep/aCnuuivc as provided in Section 7 of this :series n:solution. 

B"nd RrPJltr means the reli~tration books mainu.ined by the Rc,iwar containin&!he 

name and mailing address of the owner of each Series 2017 Bond Dr nominee: of suc h owner sru:I 

the principal amount and number of Series 2017 Bonds held by each owner or nominee. 

Chirl E.ncuri.t OfficV' means lhe Chief Elleculive Officcr of lhe f'QrI , or any successor 

to the functions of hislher office:. 

Cod~ mwlS the Internal Revenue Code of 1986. as amcnded. and all applicable 

regulations and I\Ilinp relaling lhercto. 

Conlin,,;n, Disclos",t Undtrfllkin, means the undenakin, for ongoing di5(LosiIre 

executed b~ the Pon pursuant to Seclion 15 Oflhis :series resolution. 

Costs Df Iuul/II'" A'""''''tnl mean$!he Costs of l5suance A,rcement(s). if any, dated as 

of the date of the ct05ing and delivcry of the Refunding Bonds between the PorI and lhe E.serow 

Agent to he executed in cooncclion with paying the costs of inuance of the Refundin, Bonds. 

1Hs;,ntllH I'fJrl Rq>rtStn/"li.r, for ~ of Ihis Kries resolUlion. meiI/II lhe Chief 

E~ecutive Officcr of the Pon or the Chief Financial OffICer of the f'QrI (or the ~oco;cssor in 

function 10 such per5CJn(s» or such otbcr pcr5CJn as may be directed by resolution of \be 

Commiss ion. 

DTC means The DcposilOl')' TI\IS! Company. New Yon, New York, a limited purpose 

tll.lSt company orpnized under the laws of lhe Slate of New York. as depository for the 

Series 2017 Bonds pursuanlto Section 5 of this :series f"$Olution. 

EsCl'()kI Agtttl means lilt Escrow Agent for the Refunded Bondi appointed by the 

Designaled }>Qn Representative pul$lWll 10 Ihit. $eries resolution if lhe [ksianaled }>Qn 

Repn:scntalivc delermines thai an escrow will be necessary or required to carry OUI lhe plan of 

refunding. 

&cro"" A,rtrmrnl means lhe E.serow Dcposil Aareemenl. if any, dated as of the date of 

the closing and de livery of 1hI:: Rcfunding Bonds between lhe Pon and the Escrow Agenl 10 be 

executed in coonco;tion .... ith lhe defeuancc and/()r refundin, of iIOIllC or all of the Refunded 

Bonds. 

FtdtMI T/U Ctnifie"/~ means the o;cni rocale(s) of that name ue<:uted and deli~red by 

the Designated f'QrI Represenlalive lllhe time of issuance and delivery of the Series 2017 Bonds 

of. se/ies thaI arc issued on I federally \.aJl-c~empt basiS. 

Firsl U t n MtU/tr Rao/"rio" means RC$OlUlion No.3059. as amended. of the 

Commission adopled on Febl\llry 2.1990, as amended by Resolution No. 3214. adopted on 

March 26. ]996. Reso]ution No. 3241. adopted on AprilS. ]997. IIItd Resolution No. 3436. 

adopted on July I I. 2000 and as amended and restaled by Resolution No.3577 of the 

Commission adopted on Fcbl\laTY 21. 2007. 

Govtrnmtnl Obli,ation has !he meaning given 10 such te rm in RCW Chlpter )9.53, as 

amended from lime to time. 

lnt~mttditllr Uen MtUltr Ra o/"ti"n Il1CIlIIS Re$oIution No. 3S40, as amended. of the 

Commission ildopted on June 14,2005. 

tnttr"f Rq>rn~n/lllioN means !he blanket iuuc/leller of f"pn:scntations from the Port 

to DTC, daled .... ugust 2&, 1995. 

,,",SRB means the Municipal Securities Rulcmaking Board or any successors 10 il$ 

functions. Until otherwise des.i,"~ed by the MSRB or the Uniled Stales Securities and 
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Exchange Commission, any information, repom or nocites submitted to the MSR6 in 

COfTIpliancc with the Rule are 10 be submitted Ihrough the MSR6', Elec1J(ltJic Municipal Markel 

Access 5yslem, currently Iocaled.t www.emnuo.msrb.Ofg. 

OuWtlllding Inurmnliau V , n Bonds mean the Port', outstanding intermediate lien 

revenuc bonds identirted in the n:ciws to this series resolution. 

l'Toject Bonds mean the Series 2017 Bonds issued for the purpose of fu nding.1I Of part 

of the Projects. capitaliring interest. funding the Series 2017 Re$CriIe Mcount Deposit and 

paying all or. portion of allocable costs of in .... nce. 

Proj«rs mean the eapiuol projects listed in ~ hereto. 

R«IINl Datt means the close of business on !he ISth day prior to each day on which a 

payment o f inte=1 on the Series 2017 Bonds is due and payable. 

Refrut4td Bonds mcan the Refundin, Candidales that an: dcsi",aled by !he Chief 

Excx:ulive Officer pursuanl to authori ty delegated by SCX:lions 2 and 7 Ofl hi5 series resolution. 

R,fllllding Bondt means the Series 2017 Bonds issued for the purpose of defcasing 

andIOI" refunding the Refunded Bonds. 

R'fllnding Cllndidtutl mean the ouuta/lding revenue bonds of the Port as desc:ribed on 

~. 

Rtguftud Owntr means the person named as the: registered owne r of a Serie$ 2017 

Bond in the Bond Registcr. 

Rfgis trar means the fiscal agenl oflhe Slate of Washington, appoinled by the DesigtUled 

Port Representativc for the purposes of regi$lcring and aIIthentiu.ting the: Series 2017 Bonds. 

mai ntaining the Bond Register and effecting tnnsfu o f owr.ership of !he Series 2017 Bonds. 

The term Regis/rar shal l include any $UCCesSOl' to the fiscal 1gent, if any. he reinaFter appointed 

by the: Desigmted Port Rcpn::senwive. 

.•. 
_7810" 

Rull! means Rule ISc2·12(b)(~) adopted by the Securities and Exchange Commission 

untkr the Sl!curilics Exchange Act of 1934. lIS amended from time to lime. 

$D.ving. TfJrgd means. dollar amount of debt service savinp at leasl equal to fi~ 

pc:rocnl (5.00'JI» of the priocipal amount of the Refuntkd Bonds. 

Sl!rits 2009A Bonds mean the Port'l Revenue Bonds. Series 2009A. issued on July 16. 

2009. OIIlstandina and maturina IS described in the recitals 10 this series resolution. 

Suits 2009B- I Bonds mean the Port's Re~nue Bonds, Serin2009B-1. issued on 

July 16. 200\l, outstlUlding and maturing IS dcsc:ribc:d in the reocilals to this series resolution. 

Sl!rifS 2017 Bonds mean the Port of Seattle Intermediate Lien Revenue and Rdundinl 

Bonds, Series 2011, authorized 10 he issued by SccIion 2 of this series resolution with 

appropriate descriplion and series desis.nations as provided for by the Designated Port 

Representative. 

Series 2017 Rest"" Actou", Deposi/ means the amount. if any, that is required to be 

added to the reserve II:cOIlnt balances ill the Intermediate Ucn Reserve Aerount 10 satisfy the 

Intermediate Lien Reserve Requirement and thaI is identified in I closing c:cnificate or 

ccnificales of the Port. 

SubordillQ{, li, n BOM Ruollitions 11lClIIl, collectively, Resolution No. 3238, as 

amended: Resolution No. 3354, as amended: Resolution No. 3456. as .mended: and Resolution 

No. )598. as amended.. 

SIIU IJ Bond means the surety bond(,), if any. issued by the Surety Bond IUIICr on the 

""te of issuance of the Series 2017 Bonds for the purpose of satisfying the Series 2017 Reserve 

ACCO\Int Deposit. ibcre may be more than one Surety Bonei. 

Suu/y 8o..d Agu,,., , n/ means any Agreemenl(s) bc:tween the Pon and the Surety Bond 

issuer with respect 10 the Surety Bond(s) . 

·9· 
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the funds necessary 10 (i)ddease and/or refund the Refunded Bonds; and (Ii) JIiIY all or. ponion 

of the OD:W; incidental to the f<RlOin, and 10 the issuan<;e of the Refundin, Bonds.. 

«j MlUintJlm Prillciptll AnwulII. 1be aureplc prindpal amount of the Series 20 17 

Bonds 10 be issued under this series resolution shall no( exceed SSOO.OOO.OOO. 1be aggregate 

principal amount of Project Bonds .00 the agrep1e principal amount of Refunding Bonds shall 

be detcrmir>ed by the: Chief Exccutiye Officer. pursuant to the: authority JRnted in Section 7 of 

this series resolu1ion. 

Section 3. Series 2017 Bond Details. 

(.j Suits 2Q/7 BandJ. The Seriu 20 17 Bonds shal l be i$$lJell in one or more series. 

shall be designated as "Pon of Sunle lntennediate Lien Revenue and Refunding Bonds. 

Series 2Ol7.H with such description and additional (\esignations for each series for identifical ion 

purposes as may be approved by the Designaled Port Repru<:ntative, shall be registc:red as to 

both principal and intc:tUt. shall be issued in the _un:gate principal amount iiCt forth in the Bond 

Pun:hase Contrxt. shall be numbered K"pamely in the manner and with any additional 

designation as the ReJi$l1ll deems necessary for purposes of identifICation, shall be dated their 

date of delivery 10 the Underwrite,." and $hall be in the denomination of $.5.000 each or any 

imegral multiple of $5.000 within I sc:ries and maturity. The Series 2017 Bonds of each series 

shall bear interest from their date o f delivery 10 the UnderwriterS until the Series 2017 Bonds 

bearing ~uch intere:St hive been paid or their payllM'nl duly provided for. al the ratCS, payable on 

the dates. set fanh in the Bond Purchase Conttac:t for exh series and shall mature on the daleS 

and in Ihc years and in the principel amounts K"I forth in the Bond Purchase Contract. all as 

approved by lhe Chief Executiye Offi~r pursUJnt 10 Section 7 of this series resolution. 

(b) U",i,td Obligations. The Series 2017 Bonds s hall be obligalions onl y o f the 

l nl~rmed i at~ Lien Bond Fund and the Inlermediate Uen ReselVe Account ereated under the 

-12----

lntc:rmr:di_tc: Lien Mastc:r Resolution and shall be pa)'llble and secured '" provided in the 

Intc:rmediate Lien Master Resolution and this series resolution. The Series 2017 Bonds do no( 

C(ltI$titute an indeblednas of the Port within the lIM'ani", of the oonsututiQnal provisions and 

limitations of the: StDle of Washington. 

....,... R!Ykm!!l;9D pnd Purchag . 

(.j Oprional RNemplion. The Series 2017 Bonds of one or 11\Ote series and 

malurities m.y be subject to optional n:demption on the dales. II the prices and under the lerms 

reiltina to such series set fonh in lhe Bond Purchase COntracl, .n as approved by the Chief 

u.eeutivc Offi«r pursuant to Section 7 of this series resolu1ion. 

(b) M(/~dalory Redemption. The Series 2017 Bonds of one or more iiCries and 

maturitie, may be subject to mandatory redemplion to the extent. if any, K"I forth in the Bond 

Purchase Contrxl n:lating to j.UCb serics. all as approved by the Chief Executive Officer 

pursuant to Section 7 of this series resolution. 

«j Purcluue af Seritl 2QJ 7 BondI far Reli","","I. 1hc: Port tUelVes the riahl to UK" 

. 1 any til1M' any surplus Gross Revenue available after providing for the p'-ymc:nts required by 

pIIlIgraphs fiw throogh fifib. of Section 2(a) of the First Lien Master Resolution. including the: 

payments required by pIIlIgnphs.EirU through ~ oCthe prioril)' for use of Gross Reyenue 

SCI forth in the lnlermediate Lien Master Resolution, 10 purchase for n:tirement any of the 

Series 2017 Bonds offered to the: Port at any price deemed ~nable to the Designated Port 

R~ptUentative. 

(d) St/tefion of Sericl 2017 Bonds Jor Redcmprion. If Series 2017 Bonds are called 

for optional redemption, the series maturilies. and inlen:st rates of sU<.:h Series 2017 Bonds to be 

redeemed shall be selecled by the Port. If any Series 2017 Bonds 10 be redeemed (optional or 

mandatory) then are held in book-cntry-onJy form, the K"lcction of such Seriu 2017 Bonds 
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accrue from the date f,xed for redemption if and to the extent that funds have been provided to 

the Registrar for the redemption of such $(,ries 2017 Bonds, (6) thattbe Series 2017 Bonds are to 

be surrendered for payment at the principal office of the Registrar, (7) the CUSIP numbers of all 

Series 2017 Bonds being re<kemed, (8) the dated date of tile Series 2017 Bonds being redeemed, 

(9) the rate of intelUt for each Series 2017 Bond being re.dcemed, (10) the date of the notice, and 

(II) any OIlier information deemed necessary by the Registrar to identify the Series 2017 Bonds 

being redeemed, 

Upon t"" paymem of the re<kmption price of Series 2017 Bonds being redeemed, each 

eheck or OIher transfer of funds issued for stICh purpose shall bear the CUSW number 

identifying, by isslle, series and maturity, the Series 2017 Bonds being redeemed with the 

proceeds of such check or OIher transfer. 

(0 Efftcr of Rtdemprion, Unless the Port has rescinded a notiee of optional 

redemplion (or unless the Port provided a C(lnditional nOlice of optional redemption and the 

conditions for the optional re<kmplion set forth therein are not satisfied), the Series 2017 Bonds 

to be red.,.,med shall be<.:ome due and payable on the date fixed for redemption, and the Pon shall 

transfer to the Registrar amounts that. in addition to other money. if any, held by the Registrar 

for such purpose, will be sufficient to redeem, on the date fixed for redemption, all of the 

Series 2017 Bonds to be redeemed. If and to the extent that funds have boon provided to the 

Registrar for the redemption of Series 2017 Bonds then from and after the date fi~ed for 

redemption for ~uch Series 2017 Bond or portion thereof. interest on each such Series 2017 Bond 

shall cease to accrue and such Series 2017 Bond orpanion thtreofshall cease to he Outstanding. 

(g) Amt1ldmtrll of Noriet Provisio;rs. "The foregoing notice provisions of this section. 

including but not limited to the infonoation to he included in redemption notices and the persons 

designated to receive nOlices, may be amended by additions, deletions and changes to maimain 

-l~ 
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compliance with duly promulgated regulations and recommendations regarding notices of 

redemption ofmunicipai securities. 

~. Registration Uchange and Payments. 

(.) R~giJlrarlBond RtgiJru. The Port hereby specifies and adopts the system of 

regist"'t ion and transfer for the Series 2017 Bonds approved by the Washington Slate Finance 

Comminee, which utilizes the fiscal agent of the State of Washington, for the purposes of 

registering and authtntiCaling the Series 2017 Bonds, maimalning the Bond Register and 

effecting transfer of ownership of the Series 2017 Bonds (the "Registrar"'), The Registrar shall 

keep, OJ" cause to be kept, at its principal corporate trust office, sufficient records for the 

registration and transfer of the Series 2017 Bonds (the ~Bond Registd'), which shall be open to 

inspection by the Pon. The Registrar may be removed at any time at the option of the 

Designaled Port Representative upon prior notice to the Regislrar, DTC (or its succesSOr Or 

alternate depository), each party entitled to receive notice pursuant to the Continuing Disclosure 

Undenaking and a successor Regist"'r appointed by the o.signated Pon Represenlative No 

resignation or removal of the Registrar shall be effective until a successor shall have been 

appointed and until the successor Registrar shall have accepled the duties of the Registrar 

hereunder. "The Registrar is authorized, on behalf of the Pan. to authenticate and deliver 

Series2017 Bonds transferred or exchanged in accordance with the provisions of such 

Series 2017 Bonds and this series reSOlution and to carry OUt all of the Registrar', powers and 

duties under thi' series resolution. The Registrar shall be responsible for its representations 

C(lntained in the Cenificate of Authentication on the Series 2017 Bonds. 

(b) Rtgislertd OwrterJlrip. Except as provided in the last sentence of Section 5(c) or 

the Continuing Disclosure Undertaking authorized pursuant to Section 15 of this series 

resolution, the Pon and the Registrar may d.,.,m and treal the Registered Owner of each 
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(3) In the case of any InUIsfer pursuant to clause CA) or (B) of subs.ect;on ( I) 

above, the Regilitrar shaLl. upon receipt of all outstanding Series 2017 Bonds. together with I 

wrincn request 011 behalf of the Pon, issue a single neW Series 2017 Bond for each series and 

malurilY t~n oulSlarniing. n:giste~ in the name of su<;h $UCCCSSOf or substitute depository. 0' 

i15 nominee. all as specified in weh written req...est of lhe Poft. 

(4) In the eyent lhal (A) ore o r ils SUC«UQr (or substi!Ule dcposilOf)' or ils 

successor) re:;igns from itS functions IS depository, and n() substitute depo$ilory Qn be obtained. 

or (B) the Pon detennines that it is in the best intereSt of lhe Beneficial Owners of the 

Series 20 I 7 Bonds of any series that the Series 2017 Bonds of Ihat series be provided In 

certirlCated form, the ow~hip of such Series 2017 Bonds may thl:n be mnsfCfttd to any 

pefS()ll or enlity as herein provided, and sh~n n() longer be tw:: ld in full y immobilized form. The 

Pun shall delivt:r I written request to the Registrar, tOFlher with I supply of definitivt: 

Series 2017 Bonds (of lhe appropriate series and maturities) in certificated form, to is.sue 

Series 2017 Bonds in any authorized denominations, Upon receipt by the Regismar of 1I11hen 

outSWlding Series 2017 Bonds (of thl: appropriate series), togettw::r wilh I wrinen request on 

behalf of the Pon 10 the Regislrar, new Series 20 17 Bonds of su<;h series shill be issued in the 

appropriate denominations and re&iste~ in the names of such perwns 1$ Ire provided in suc:h 

wrincn request. 

(e) Rtgis'''''''''' of/Itt rrtmsjtr o{O ... ntrs1r.ip or lilt Exlr.tmgt of $trit S 2017 Bonds; 

C1r.angt in DtllOmillnliOlU. The tmnsfer of any Serieli2017 Bond may be regU.ltrN and any 

Series 20 17 Bond may be Cltcllanged, bul no transfer of any Series 2017 Bond shall be ul id 

unless the Series 2017 Bond is surrende~ 10 1hI: Registrar with the assignment form appearing 

on su.ch Series 20 17 Bond dul y exccut~d by lhe Registered Owne. or such Rcgiste~ Owner's 

duly authorized qenl in a manner SltisfllC:tory to lhe Registrar. Upoll such surrender, lhoe 

-20-_., 

Registrar shall cancel lhe su~ndered Series 2017 Bond and shall authenticate and deliver. 

without charge 10 the Rep§lerW Owner or lBnsfer«, a new Series 2011 Bond (or Series 2017 

Sands at the opIion of the RelislCred Owncr) of the ~ date. "rics. maturity and inlCrest IlIle 

and for the same aggregate principal amount in any alllhori~cd <knominalion, IS and naming as 

Regislued Owner the pel'$Oll or pelW<l$ listed as the wicnee on the llS5ilnmcnl form appearing 

on the surremkred Series 2017 Bond, in e~chan8e for such sum:ndered and canceled Series 2011 

Bond. Any Series 2017 Bond IN.)' he surrendered 10 the Rcgisuv, locc1hcr w;lh the assignment 

form appearing on such Series 2017 Bon.d duly ex«uted, Bnd excllanged, without charge. for an 

equal ~gale principal amount of Series 2017 Bonds of the s.arroe date, $eries, 1N1Urily and 

interest rate, in any allthoriud dcnorninillion. The RClistrar sllall llOl he obligated 10 register the 

transfer or ucllange of any Series 2011 Bond during I period beginrting at lhe opening of 

busineu on lhe 15th day oflhe month nexl prt:o;eding Illy intere:;t payment daIe..,d ending lllhe 

cLose: of business on such inlerest paymenl date, OJ, in lhe case of Iny proposed redemplion of 

the Se~ 201'1 Bonds. Ifter the maiU", of noIke of the all for redemption of 5UCh Series :rot7 

Bonds. 

(0 RtliSlrar's Qwlltrship of Strits 2017 8ooQ. The Regisl/1ll' may become the 

RelJistered Owner of any Series 2017 Bond with the same rightS il would have if II were noI the 

Registrar. and to the eXlenl penniued by law, may act as depository for and permil any of its 

offlccn OJ directors to 11:11$ member of. Of in any 0Ihct' capacily with respect 10, any conunluee 

formed to protecl lhe rights of the Rtgistered Ownen of the Series 201 7 Bonds. 

(g) RtgiSlralion CO~IIiIIII. 1llc Port covenants that, untll all Series 2017 Bonds 

iulled on • federllly w-cJ.empt lwis JuoYe been sum:ndered and o;anceled, il will maintain I 

system for rcc:ording the OWlICrship of each Series 2017 Bond that complies wilh 1hI: provisions 

ofSco;rlon 149 of the Code. 
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!") PIau (Jm/ Medium of p(Jym~nt. The principal of, premium, if any, and imcrc$t 00 

the Series 2017 Bonds sllall be payable in lawful money of the United States of America. For so 

long as all Series 2017 Bonds are in fully immobilized form wilh DTC, payments of principal, 

prcmiurn, if any, and interest Shall be made as provilkd 10 the panies entitled [0 ..""ive payment 

as of ellCh Record Dale in accordance with the operational arrangements of DTC described in the 

Leue, of Representations. In the event Ihal the Series 2017 Bonds are no longer in fully 

immobiliu:d fOlTfl Wilh DTC (or its successor or alternate ""POSilory). interest on the Series 2017 

Bonds shall be paid by che<::k mailed to tile Registered Owners al the addn:sses for such 

Registered Owners appearing on the Bond Register as of the Record Date. and principal and 

premium, if any. of the Series WI1 Bonds shall be payable by cbeck upOn presemation and 

surrende r of such Series WI1 Bonds by the Regi stered Owners at the principal office of the 

Registrar; provided. OOwcver. that if so requested in writing prior to the opening of business on 

the ISth day of the momh preceding any interest payment date by the Registered Owner of at 

least $1.000.000 aggregate principal amount of Series 2017 Ikmds of a St:ries, interest on such 

Series WI7 Bonds will be paid thereafter by wire trander on the dale due to an account with a 

banI: located within the United States. 

",",,-,. Pkrlge of Available Inu;rms;diats Urn Rsvenlles' Serie$ 2017 Regrve 

Account Deposjt Pursuant to the Intenncdiate Lien Master Resolution. the Intermediate Lien 

Bond Fund and the Intermediate Lien Reserve Account have been created for tm, purpose of 

paying and securing the payment or lhe principal of, premium, if any, and interest on all 

outstanding Intermediate Lien Parity Bonds. The Pon hereby irrevocably obligates and binds 

itself for as long as any Series20!7 Bonds remain Outstanding to set aside and pay into the 

Intermediate Lien Bond Fund from Available Intermediate Lien Reven..es Or money in lbe 

-22-
5OtIJ57t111a .1 

Revenue Fund. on or prior (0 the respective dales the same become due (and if such payment is 

made on the due dale, such payment shall be made in ilJlIJledialely available funds): 

(I) Such amounts as an: required to pay the interest scheduled 10 become due 

on Series 2017 Bonds; and 

(2) Such amoun!.S with respect to Series WI7 Bonds as an: required (A) 10 

pay maturing principal. (B) to make any required sinking fund payments. and (C) to redeem 

Series 20 11 Bonds in accordance with any mandatory redemption provisions. 

Said amounts so pledged 10 be paid into such special funds an: hereby declared to be a 

prior lien and charge upon the Gross Revenuc superior to all other liens and charges of any kind 

or nature whatsoever e~cepl for {il Operating Expenses. (ii) liens and charges tm,reon of 

Pennilled Prior Lien Bonds. and (iii) liens and charges equal in rank that have or may be made 

tbereon to pay Net Payments due pursuant to any Parity Derivative ProdUCt and to pay and 

secure the payment of the principal of. premium. if any. and imerest on Ou!.Standing Intermediate 

Lien Bonds and any Intermediate Lien Parity Bonds issued in 1m, [umre under authority of a 

Series Resolution in accordance with the provisions of Sections 4 and S of the Intermediate Lien 

Master Resolution. 

The Series 2017 ReSt:rve Acwunt Deposit. if any. shall be deposited in the Intermediate 

Lien Reserve Account (or shall be satisfied through the issuance of one or more Surety Bonds) 

on the date of issuance of the Series 2017 Bonds. Togetber with existing reserve account 

balances in the Intermediate Lien Reserve Account. the Series 2017 Reserve Account Deposit 

shall be atleasl sufficient to meet the Intermediate Lien Reserve Requirement. 

The Designated Pon Representative may decide to utili7,C one or more Surety Bonds to 

satisfy the Series 2017 Reserve Account Deposit; provided that each Surety Bond meets the 

qualifications for Qualified InsuL<lOCC. Upon such election, the Designated Pon Representative is 
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hereby authQri~ to encute and deli~r one or rrIO!l: Sway Bond Agreements with one or more 

Su~ty Bond Issuers toefrect the delivery o f the S=ty Bond(I). 

~ Duirn'lion ofRefyndpl Bonds· Sale ofSt:riq 2017 Bqod'. 

,.) lX,;,,,,,,;,,,, of Refundtd Bonds. As ou tlined in Section 2 and Section 9 of this 

series n:solution, the Refunding Candidates may be called for redemption prior to their $Cheduled 

maturities. All or some of the Refunding Candidates may be defeased and/or ~funded with the 

proceeds of the Series 2017 Bonds authorized by thi! series n:solutioo. The Cllief &;ccutiYi: 

Offi~r may selcct some or mil of the Refunding Candidates and designate those Refunding 

Candidates as the ··Refunded Bonds" in the Bond Purchase: Contract if and 10 the e~tenl that the 

nel prc$Cnt "alue a~gatc sa"inltS with ~spcet to all Refunded Bonds to be ~alized as a result 

of the defeasan~ and/or ~funding of the Refunded Bonds. ifig payment orall costs of issuance 

of allocated to the Series 2017 Bonds, is at least equllto the Savings Target. 

(b) ~ritJ 2017 Bend SlIlt. The Series 2017 Bonds shall be sold at one a- tnD~ 

toegDliated sale(l) to the Unde", .. riter$ pursuant to the terms of the applicable Bond PulCh_ 

Conl13Ct. The Desi",ated Port Reprc$CnUlli ve is hereby authorized to negotiate terms for the 

purchase of the Series 20 17 Bonds and to executc one Dr more Bond PuICIwe ConItaClS. with 

such terms (i ndudinr the designation of the Refunded Bonds and the Series 2017 Rc:scn'c 

Account Deposit) as an: approved by the Chief EJIccutive orrlCe/" putSuant to IlIi s section and 

consistent with this Kries n:solutioo and the Intermediate Lien Mascer Resolution. The Port 

Conunission lias been ad"iscd by the Port's financial advisor that marlr:e t I:Qnditiom an: 

nuctuating and, as I result. the most favorable market conditions may occur on a day Dlher than a 

~gular """,ting date of the Commission. The Commission has detcnnincd that it would be in 

the best intc~st of the Port to delegate to lhe Chief E~ecuti"e Offi~r for a limited time the 

authorily to approve the designation o f the Refunded BondI and to approve the number of series. 
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final serie$ desii<l8lions. and with respect to each series. \he. dale of saJe, the lU JlalII$ of each 

series. inlCrdl'-es. rrwurity daleS, ~gate principal amount, principal amounts and prkes of 

each maturity. ~mplion rights. and other terms and oonduioos of the Serie$ 2017 Bonds. The 

Chief &;ecuti~ OffICer is he~by authorized to approve the design~ion of the Rc:funde4 Bonds 

and to approve the number of series, final series designations, and with respect to each series. the 

date of sale, the tax status. interest rates. maturity dates, aggregate principal amount, principal 

amounts of each maturity and redemption rights for the Series 2017 Bonds in the manner 

pro"lded he~after (A) so long as the aggregate principallm()unt of the Series 2017 Bonds does 

nOl ueeed the lIIIllimum prineipal amount set ranh in Section 2. (D) so lon, as the tlUC interest 

cost for the Series 2017 Bonds of a series iss....:l on a federally tlU-eJlempt basil does not exceed 

.5.~'" pet annum, and (C) so 1001 as the Sa"ings Targel is mel wilh respect to the Refundin, 

Bonds (as described in subsection (a) orthis Section 7). 

In designating the Refunded Bonds. determininr lhe number of series, final series 

desigrwi(lft$, the date of sale. tax SlatUS of each series. inle~1 notes. pri<:es. maturity dales, 

au~p1e principal amount, principal rrwurilie$. redemption richls or pro"isions of the 

Series 2017 Bonds for appro"al and the Series 2017 Rese.- ACOO\Int Deposit, the Desipated 

Pen Representative, in consulwion with Port staff and the Port', finaneial -.1visor. shall take 

iniO IIICCOUnt those factDl'l that. in llis judgment, will result in the ItID$I fa>'(lfable interest cost on 

the Series 2017 Bonds of a series. including, bul not limited to. eurrent f1J\lflCial marlcel 

conditions and tUl1l'nt interest rates for obligations comparable in tenor and quality 10 the 

Series 2017 Bonds. Subject to the terms and conditions set fOltIl in tllis section, the Desi",aled 

Pan Rep~sentati"e is hereby authorized to execute the final fonn of the Bond Purc:hase: 

Contract. upon the Chief EJI co;utive Offi~"s approval of lhe Refunded Bonds. number of series. 

final series designations, the date of saie, tax status of each K ries, inte~st rates, maturily dates, 
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aggregate pri llC ipal amount, prillCipal maturities and redemption rights se t forth therein, 

Following !he execution of the Bond Purcllase Contract, the Chief Executive Officcr or 

Desigl1ated ron Representative shall provide a re pon 10 the CQmmiss ion, describing the final 

terms ()f the Series 2017 Bonds approved pursuant to the authority delegated in this section , lbe 

authority granted to tile Designated Pot! Representative and the Chief Executive Officcr by this 

section shall expire on December 31, W l7, If a Bond Purchase Contract for the Series 2017 

Bonds has not been execulcd by December 31, 2017, the authorization for the issuance of the 

Series 2017 Bonds of that S(:ries shall be rescinded , and the Series 2017 Bonds shall not be 

issued nor their sale approved unless the ~ries 2017 Bonds s hall have been re-authorized by 

resolution of the Commission. lbe resolution reauthori>;ing the issuance and sale of the 

Series 2017 Bonds may be in the form of a new series resolution repealing this series resolulion 

in whole or in pan (only wilh respect 10 the Series 2017 Bonds nOl issued) or may be in the form 

of an amendatory resolution approving a bond purchase conlnet or extending or establiShing 

new terms and conditions for the authority delegated uoder this 5«tion, 

Upon the adoption of this series resolution, the proper ()ffieials of the Pon including the 

Designaled Pon Represenlative, are authorited and directed 10 undenalte all other actions 

necessary for the prompt execution and deli very of the Series 2017 Bonds to the Underwriters 

thereo f and funher to execute all d osing certificates and documents requi red to effee\ the closing 

and delivery of the Series 2017 Bonds in accordance with the terms of the Bond Purchase 

Conlract. 

1bc: Designated Port Representative and 0100 Pon officials, agents and representatives 

are he reby authoriu:d and directed to do everything necessary for the prompt issuance, execution 

and delivery of the Series 2017 Bonds to the Underwriters and for the proper application and use 

ortlle proceeds of sale of the Series 20 17 Hoods. In funherance of the foregoing, the Designated 

~,~ 
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Port Represen tative is authorized to approve and enter into agreements for the paymenl of costs 

of issuance, ineluding Underwriters' discount, the fees and expenses speci fied in the Bond 

Purehase Contract, including fees and exponses of Underwriters and OIher retained services, 

including Bond Counsel, disclosure counsel, rating agencies, fiscal agent, escrow agent, if any, 

verification agent, financial advisory services, escrow structuring S(:rvicC$ and OIher expenses 

customarily incu~ in conne<:lion with issuance and sale of bonds. 

The Designated POll Representative is authoriu:d to ratify, execute, delive r and approve 

for pUrpOses of tM Rule, on behalf of the PorI, the final official Statement(s) (and to approve, 

deem final and deliver any preliminary official stalement) and any supplement thereto relating to 

the issuance and sale of the Series 2017 Bonds and the distribution of the Series 2017 Bonds 

puTiuanltherelO with such changes, if any, as may be deemed by hirnlher to be appropriate. 

'""""-'~ Appl ication of Series 2017 Bond I'rocuds. 

,., ApplicoliOJ1 of Projec/ 80Tld Procuds. The proceeds of the Project Bonds 

(exclusive of the Underwriters' diS(:ount and any amounts that may be designalcd by the 

o"signated Port Representative in a dosing cenificate to be allocated to pay costs of issuance or 

any Bond Insuran<:e Policy premium andlor a Surety Bond premium) shall be applied as follows: 

'" 
An amount($), if any, specified by the Designated Pot! Representative 

shall be deposited into one or more capitalized interest accounts (hereinafter authorized to be 

created): 

(2) An amounl specified by tile Designated Pon Representative as required to 

pay the Series 2017 Reserve Account Deposit shall he de posited inlo the Intermediate Lien 

Reserve Account; and 
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(l) An amount specified by the Iksignaled. Pm. Repre$enlative shall be 

deposited ;nlO one or more capital project aaounts and used \0 pay costs of ;$$\Iance and, 

~her with other available moneys. to pay com of the Projco;u. 

If interest on Project Bonds is 10 be capilaliled. the Treasurer of the Port is hereby 

authorized and di=led to create one or more: capitaliM;(! inlerut ao;I;OUnu (or !be purpose of 

holdin, cen.in Project Bond proceeds and Interest earnings thereon 10 be used and disbursed \0 

pay interest on the Pmjc:cI Bonds through the dale: or eWes sl'C'CiflCd by lhe DesiJPllllo=<! Port 

Representative. 

The Treasure, slWl inves! the net proc«ds of the Project Bonds in $lICh obliptions as 

may now or hereafter be permilled to pen districts of the Stale of Washington by law and Utat 

will mature prior to the date on which such money shall be noeded. Earnings on such 

investments, ex,epc as may be required to pay rebatable Ilfbitnse pursuant 10 the Federal Tu 

CertifIcate. may be used for Port purposes or transferred to the Intermediate Lien Bond Fund for 

the U5CS and purposes therein provided. 

The Pon shall maintain boob and records reproingthc use and inveslment of proceeds 

o f Sl:ries 2017 Bonds issued on a federally wr.-exempt basis in order to maintain wmplianee 

with it!! oblisations under its Federal Tax Certificate. 

~) Application of Rtfunding Bond Pmcuds. The net proceeds of Ihc Refunding 

Bonds (exclusive of the Underwriters' di5COOnt and any amounts lhat may be designated by the 

Designated PM Rep~ntatiye in a closing certificate 10 be allocated 10 pay COSl5 ofissuan.:e or 

any 80nd lnswanct: Pulicy premium and/or. Surety Bond premium, or to satisfy a portion of the 

Intermediate ~n Rese~ Requirement). together with other aYailable funds of the Port in the 

amounl specified by the Designated Port Representative. shall be utilized immedimdy upon 

receipt thereof to pay and redeem the Refunded Bonds and(Qr shall be paid It the dimction ofthc 
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Treasurer to the Esc;r(lW Agent (if the Designated Pan Representalive has detennined llIat an 

~row is neCl:UDry or desirabLe to effect the defeasance of all or a ponion of the Refunded 

""""). 

«) Dt/t{JSona of RtfW1dtd BondI. Subject \0 IUld in accordance: with the resolution 

authorizing the issuance of [he Refunded Boads. the net prococ(\s of the Refunding Bonds so 

deposited shall be utilized immediately upon r..:eipllhcreof \0 pay and redeem Refunded Bonds 

andfor or \0 purchase Ihc l'ICIIICall<>ble Govc:mmenl Obligations thai an: dincI or indirect 

obligations of I~ United States or obligaliol\$ unconditionally gUfJameed by thl: United States 

specified by the Designated Port Repre$enl.llive (the ~A,quired Obligations") and to maintain 

such necessary besinning cash balance \0 (!efease thl: Refunded Bonds and to discharge the other 

obIipliofls of the Port rdltins thereto under the rewlution au\horizina lheir i$$!lance. by 

pro~idins for the payment of the inlerut on the Refunded Bonds to the date fixed for redemption 

and the re<kmption price (the principal amounl plU$ any premium required) on the date fu.ed for 

redemplion of the Refunded Bonds. Subject to compliance with ,II conditions set fonh in the 

resolution lutbocizing the issuanu of the Refunded Bonds. when the final transfers ha~e been 

made for the payment of such redemption price and interest on the Refunded Bonds, any balance: 

then remaining shall be transferred 10 1M account designated by the Port and used for the 

purposes specified by the Designated Port Representative. 

(d) Acqllirtd Ob/i,atioru. The Acquired Obligations, if any, shall be payable in $uc:h 

amounlS and al such times IMt. 10gether with any neo;euary beginnin, cash balance, will be 

suffICient to provide forthe payment of, 

(I) lhe interest on the Refunded Bonds as such becomes due on and before !he 

dates fixed for re<lempcion of the Refunded Bonds; and 
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(2, (lie price of redcmplion of the Refunded Bonds on the dale fixed for 

redc:mpcion of the Rdunded Bonds. 

(" A",lroriVIII Itppoinlmffl' of Escrow A,,,ol tJ1I(/ V"'ifirolitJft AI~n', Tbe 

Coounission hereby aulhoriza and directs the Designated Port RepreKnt.tive (if the (ksignated 

PorI Represenlative delerminc5 tM an escrow would be IICCC$SIr)I or dcsinblc to errw the 

defeasance of all 01 a ponion of the Refunded S oods) to select a financiallnslitut;on 10 act as the 

escrow .nt for all or. pDfIion of the Refunded Bonds and Ilso to scl«t. verirlCation agent for 

some or all of the RefuOOcd Bonds. 

........ Rekmp!jnp Qr Rl;(undni Bond$. ~ CommiS5ion hereby calls the 

callable Refunded Bonds for redemption on tho tcdemp(ion dale specirled by the Designated Port 

RCplUCnl.ative in Ic:cordance with the provisions of lhe resolution authorizing the issuance. 

redemption and retiremenl of the Refunded Bonds, re5p«tively, prior to their rrwurity dates. 

The Designaled Pan Representative may eause 10 be disseminaled. conditional notice of 

redemption prior 10 the; closing and delivery of the ft(funding Bonds and if • notice of 

redemption bas bcocn disseminated. such notice may be revoked It the op(ion of the; Designated 

Port Represcnt.at;vc. 

Said defcasance and call for redemption of the Re funded Bonds shall be irTeVOCablc after 

the closing and delivery of the Refunding Bonds. 

If so appointed, the Esc:row A~nt shal l be autllori«d and directed 10 provMk for the 

giving of ine'lOCable nOlice of the redemption of those Refunded Bonds designated in the 

Escrow Agrccme:nl in acc:ontancc with the ICIlTIS of the; resolution authorizing the; issuance of 

such Refunded Boods and as dc.5cribcd in lhe; E5crow Agreement. The Treasurer u aUlhorized 

and directed to provide whatever assistance is neccssary to Ic:complish sl.ICh redemption and lhe 

-)0. 

-.,.,"' 

giving of irrevocable notice therefor. 'The COIitS of mailing of such !IOIlc!: shall be an expense of 

"" Pon. 

1be Pan or the Escrow Agent, if any, on behalf or !he Port, shall be authorized IlI\d 

directed to pily 10 the fJSCal &&en! of the Stale of Washington. sums s"fflCient \0 pay, when duc, 

the payments specified in Sec:lion 8(d) of Ihis series resolulion. All soch IUrns shall be paid from 

the moneys and the Acquired Obligations pursuant to the previous seclion of this iiCries 

lUOIution • .oo the income therefrom and proceeds Ihell:Of. 

!fan Escrow Agent is appointed, the Port will ascenain thaI all necessary and proper fees, 

compensation UK! CJlPCIlSe$ of tbe Es<:row Agent for the Refunded Bonds s.hall be paid when 

d...e. If an Esc:row Agent is appointed. the Designaled Port Representative is IUlhoriuod and 

di=ted to ueculC and deLiver the Escrow Ag=rrw:nllo the Escrow Agent when the provisions 

thereof haY<: been filled and determlMd for closing and dehvery of the Refundi", Bonds. 1be 

Escrow Agreement, if any, shall be in form and iubstance satisfoctory to the Designaled Pon 

Rc~ntalive and the Escrow Agent, and lNy include a IICparate Com oftssuance Agn:cment. 

Sedjoo 10 II! Coysnam'. 

,., G~o~,nl. The Poo1 covenants that il will not take or pennil 10 be laken on ilS 

behalf ... y action Itw would .tvel"$Cly .rr«lthe; exclusion from grD$S income for federal income 

III purposes of the interest on such ~ric, 2017 Bonds issued on. federally uu;-ellempt basis 

and will take or require to be taken s.uch leIS as may reasonably be withln ilS ability and as nlIy 

from time 10 lime: be required under applicable law to continue ~ uclllsion from gross income 

for federal income w purpD$C$ of the intcrest on the Series 2017 Boftd5 issued on. federally 

w-cxemp! Imis. lbe Pan still! comply with ilS CQ'ICnanlS 5Cl fonh in lhe Federal IIll 

Ccnificate wit~ respect to the ~ria 2017 Sonds iiSued on a federaUy tax-exempt basis. 
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(b) No &nk Q_/i/it:mion. The Sc:ries 2017 Bonds smIl n()( be qualif>ed UiX-.ellempi 

obligations punLWIllo Soclion 265(b)ofthe Code for in~lMnt by financial institutions. 

&ctjO!! II. I..ost Stolen Mutjlated or P:gmy.:d SsrieqOI7 Bonds. In case any 

Series Wl7 Bond shall be lost. $loIen. muti lated or destroyed . the RegiW1lr l7Io1y eKCCUU: J.nd 

deliver a new Series 2017 Bond of like series. IIUIwrity. date. number and tenor to tile RegiMemi 

Owner !herrof upon the owner's pa~inl tile expenses and charges of the Pon in connection 

tilerewith and upon hi$l'her fil ing with the Pon evide~ satis factory to the Pon that loch 

Sc:ries 2017 Bond wllS actuall~ lost, Molen or oot!\lyed (including the pr!>scntation of a mutilated 

Scries 2017 Bond) and of hislher ownership thereof. and upon furnishing the Pon and the 

Registrar with indemnity satisfactory 10 bo-th. 

Sect jon 12. Fgrm of s.;rjc. 2017 Bond, an.d RUiyratjon Cenirlcate. 

The Series 2017 Bonds shal l ~ in subst. nti ally tile following fann: 

NO 

Maturit~ Date: 

Interest Rate: 

(OTC HEAOING) 

UNrreOSTATES OF AMERICA 

STATE Of WASIIINGTON 
PORT OF SeATTl.E 

S. _ _ _ 

INTERMEDIATE LIEN REVENUE [REAJNDLo,;G) BONO, 
SERIES 2017(AIIB)[CIIO](( Non·AMnrAMn(Taxable) 

CUSIP No. 

Registeml Owner. Cede: &. Co. 

Principal Amouat: 

HIE PORT OF SEATT1..E.1 mun icipal corpooition Ofganized and existing under and by 
vinue of the laws of the Stl te or WUhington (the "Pon~). promises to pay 10 tile Registered 
Owner identified above. or registeml assigns, on the Maturity Date identified above. solely f!\lm 
the special fund of tile Pon known as the "PorI of Selllle Revenue Intermediate Lien Bond 
Fund" (the "Intermediate Uen Bond Fund") created by Resolution No. 3540. as amended (the 
"lntel1t1ediate Lien Master Resolution" and together with ReSOlution No. 3735, ilereinafler 
collectively refcrmllo as the "Bond Resolution"). the Principal Amount indicated above and to 
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pay inteR$lthereon f!\lm the Intermediate Uen Bond Fund f!\lm the date of initial deilYa)', or 
the most lettnt daIt; 10 wtLic:h interest ~ been paid or duly providnl for or until pa~nt or this 
bond at the Interest Rate set forth above, payable semiannually on the fint days of elch 
__ ....,,..,.clllld beginning on 1,20_ . The principal or, premium. if 
any, and interw on this bond ~ payable in lawful money of the United States of America. 
Principal. Pr!>mium. if any. and interest.!hall be paid Il$ provided in tbe Blanket Issuer utter of 
Re~lItllions (the "utter of Representations") by the PM 10 The DepositOf)' Trust Company 
(HDTC') (or ilS $UCCe$$Or or aiu:rnate depo5ilOry) or OIher regist~red owner. Capitalited!mnli 
used in this bond which ~ not specifically defined have !he meanings given such terTn$ in the 
Bond Resolution. 'The Treasurer of the PM has appointed tile fi5(al lient for the Swe of 
WlShinaton as the initial registrar. authenticating and payinglgent for tile bond$ of this series. 

This bond is one of a series of bonds of the Port in !he I"",g~te principal amount of 
5 , of like date. tenor and effect. ucept as to number. amount. nte of inlcrest and 
dale of maturity and is issued pursuant to the Bond Resolution to {derease andlor refund cenain 
outstanding Pon obligations][!o pay costs of capital impmvement proje<:uJ. (Simultaneously 
herewith, the Pon is issuing __ other series of revenue bonds: its Revenue (Refunding) 
Bonds. Series WI7{A)[B)[CHO]([Non·AMT][AMT)rrallable] in tile principal amount of 
5 ]. 

The bonds of this il/;ue maturing on IIId after ____ I, __ shall ~ subj«t to 
optional ~mption in advance of their scheduled maturity on IIId after in whole 
or in pan on Illy date at I price equal 10 100'10 or the principal ImOUnt tilereof plus accrued 
interest to the date fixed for redemption. 

[The bonds of this issue rrw.uring on ___ 1. _ shall be: r!>deemed by the Port on 
___ lor the following years in the rollowing principal amounts .tl price equal to IIlIN. of 
the principailmOUnt !herrofplus accrued interest to tile date fIXed for redemption: 

• Final Maturity) 

Rede:mplioo 

""~ A~ 

S 

The bonds of this series are [not) private activity bonds. The bonds of this series Ire nOi 
Hquaiiroed w-e~empt obligations" eligible for investment by financial instilUl ions within tile 
meaning of Section 26~{b) of the Internal Revenue Code of 1986, IS amended. [The Port has 
taken no action to cause the interest on this bond to be e~empt f!\lm acneral federal incolM 
tall.tion.] 

The Port hereby covenants and ag'"'s with tile owner and holder of this bond that it will 
kecp and perfonn all tile covenants of this bond and the Bond Resolution. 

The Port docs hereby pledge and bind itself to sct 85ide and pay into tile Intermediate 
Lien Bond Fund and Intermediate Lien Reserve Accoun\ f!\lm Available Intermediate Uen 
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Reven ues or money in the Revenue Rind the various JrnoWlts mjUired by the Bond Re5ollllion 
10 be ~d into and l!IIIintalned in sald Fund and Account, al l within the times provided by said 
Bond Resolution. 

The amounts pledgro to be paid OIIt of GfO$.$ Revenue into the Intermcdiau: lin Bond 
fund and Intermediate Uen ReKrYe Account are herdy declamlto be I first and prior lien and 
charge upon the OfO$.$ Revenue:, IoUbject 10 the p<lyment of Opcming EJtpenses of the Port and 
subject funher 10 the liens therron of the Permitted Prior Lien Bonds and equol in rank 10 the lien 
and charge upon such Gross Revenue of the amounts ~uired to pay and secure the payment of 
an)' Ne t Payments due pursuant to an)' Parity Oo::rivative ProdUCt, any Outstanding Intermediate 
Lien Bonds and any rt'venue bonds o f the Pon he~after iuued on a parity with the OulStanding 
Intermediate Lien E\QnoU ilI1d the bonds of this iuue. 

T he Port has funher bound itself to establish, maintain and C(lllcct rentals. tariffs, rates 
and charges in the operation of an of its busines5C.J for as long as any bonds of this iuue are 
outstanding tllat it wi ll make available. for the payment of the prindpal thereof and interest 
thereon as Ihe IOlme shall become due. Available Intermc<liate L ie n Revenues in an amount equal 
10 Or greate r than lhe Rate Covenanl defined in the Intermc<liate Lien Master Resolution. 

T his bond shall noc be valid or become obligatory fot lIny purpose or be entitled 10 any 
securit)' or benefit under lhe Bond Resolution unlilthe Cenificate of Authentication herron sllall 
ha"e been manually signed byoron behalf of the Regislr.lr. 

[I is herd)' certified and declan:d Ihal Ihil bond and 1M bonds of lhis issue: lW issued 
pursuilll i 10 and in Slrict compliance wilh the Constitution and laws of the Siale of WuhinglOll 
and ruolulions of lho: Port and Iliac all ktS, conditions and things required to be done precedent 
10 and in the iss.uance of this bond have happened, beo:n done and performed. 

L~ WITNESS WHEREOF. lhe Port of St:ll1k has cawed this bond to be executed b)' the 
manual or facsimile signatuIU of the Ptui<lent and So=lary of the Port Commission. and the 
corponlle sal of the Port to be impressed or a facsimile ibe~f impri nted hereon as of lhe 
_ _ day o f ,2017. 

PORT OF SEATTLE 

By hi 

Pl'e$ido!:nt, Port Conuni$$ion 

ATTEST: 

'" Secretary, Port Commission 

-J<-50035_., 

CERTIFlCATEOF AlM'HEm'ICATION 

o.te of Authentigtion: ______ _ 

'This bond is one of the bonds described in the within mentioned Bond Resolution and is 
one of the Intermediate Uen Revenue (Refundi",] Bond$, St:ries 
2017IA](B](C][Olf(Non·AMT](AMT][Tuable] of the Port of St:lnle. dated .2017. 

WASHINGTON STATE FISCAL AGENT. as 
Registrar 

By-------C~:3=OOC==--------­
Authoriud Signer 

In the eVent any Series 2017 Bonds are no longer in full), immobiliud form, lhe form of 

such Series 2017 Bond$ rrII.)' be modified 10 conform 10 prinling requi~ments and the lCrms of 

Ihis ",ties ruolulion . 

kim 0 , ~. The Series 2017 Bonds shall be execuled on behalf of the Port 

with the manual or facsimile signature of the President of its Commiss.ion, shall be aUCSIW by 

the manual or facsimile signature of lhe SecreUir)' thereof and shail Mve the seal of the Port 

impressed or. fltSimik thereof imprinted lherron. 

Onl)' such Series 2017 Bonds as shall bear thereon I Cenir..:"'e of Authenlie.ion in lhe 

form herl'lnbefore recited. manually exet:U\ed by the RegiSlrar. shall be valid or obligalOfy for 

any purpose or entitled to the benefil5 of this series ruolution. Such Certirl(ale of 

Authentication shall be conclusive evidence Ilia! lbe St:rics 2017 Bonds so aUlhentica ted have 

been duly e~ecuted. aUlhenticated and delivered hereunder and lIf'C entitled to the benefits of this 

series resolution. 

In case eilher of the officers of lhe Pan who shall h.ve executed lhe Series 2017 Bonds 

sllall cease 10 be such officer or officers of the Pon before the Series 2017 Bonds so signed shall 

·35---" 
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(A) a cenifieate prepared as pro~ided in the Intermediate Lien 

Master Resolution and executed by the Designated Port Representative stating that Avai[able 

Intermediate Lien Re"""ues as First Adju~ted during the Base Period were at least equal to 

[ [0 percent of Annua[ Debt Service in each )'Car of lhe Ce"ificale Period wilh respect 10 all 

Intermediate Lien Parity Bonds then Outstanding and then proposed to he issued: Q[ 

(B) a Consultant's ce"ificate, prepared as provided in the 

Intermediate Lien Masler Resolution and SIaling thaI projecled A~ai[able [ntel1TlC'diate Lien 

Revenues as First Adjusted will he at least equal to 110 percent of Annual Debt Service in each 

year of the Cenificate Period. 

TIle limilations conlained in the conditions provided in Section 5(b) of the Intermediate 

Lien Master Resolution having been complied with. the paymenls required herein to be made out 

of the A~ailable Intermediate Lien Re~enues to pay and secure the payment of the priocipaJ of, 

premium, if any, and intere5t on tlte Serie!; 20t7 Bonds shall cQnstitute a lien and charge upon 

soch a charge and lien upon the A~ailable Intermediate Lien Revenues equal to the lien thereon 

of Outstanding Intermediate Licn ParilY Bonds. 

St&tion 18. SevsRbility. If anyone or more of the cQ~enants or agreements pro~ided 

in tltis series resolulion to be: performed on the pan of the Pon shall be: declared by any coun of 

cQmpetent jurisdiction to be contrary to law. then such covenanl or cQvenants, ag=menl or 

ag=ments, shall be: null and ~oid and shall be dccmod separable from the remaining co~enants 

and agreements in Ihis series resolulion and shall in no way 9ffecI lhe validity of Ihe other 

provisions of this series resolution or of any [nlel1TlC'diate Lien Parity Bonds 

Seclion 19. Effeclive Oale. This s.:ries resolution shall be effective immediately upon 

its adoption. 

-38-
~-.! 

ADOPTED by the Pon Conunission of the Pon of Seattle at duly notice.:! meeting 

lhereof, held thi5 ~ day of :JUL.Y ,2017. and duly authenticated in open session by Ihe 

signatures of the commissioners voting in favor thereof. 

6"-, ~' if'l,," ',' 
"v, ~"' , . 

./ 
" " 

~76Q3., 

~TI~ TOMALCRO 

-39-

~.<2..« STEPHAt\!E E:O':;r"A" 

,....... Um.~I0('CURTtjEYGr:,:':GC;~:: 

~FRED FELlEIMN 

=--~ JOHN CRElGHTON 

Commissioners 
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Tum Bond. 

EXIIIBIT A 

REFUNDING CANDIDATES 

Pori orSealtie Rennue Bonds, Series 2009A(l1 

Malurily DateS 
(May I ) 

2027 
2028 

Principal Amounts 

$ 10,OI:SU.UUO 
10.625.000 

interest Rales 

5.25% 
5.25 

Pori ofSultle Revenue Bonds, Series 20098-1 [rauble)") 
(Currenllnleresl bonds) 

Ma1Urity Oale~ 
(May I) 

2036-

Principal 
Amounts 

$255.450.000 

Intel'CSi 
Rales 

7._ 

III Callable al any time on and after May I, 2019, in whole or in part on any date, Wilh 
malurities 10 be selecled by lhe Pon. al a redemplion price equal 10 100% of the principal amount 
thereof, plus interest accroed 10 lhe dare fi~ed for ",&mplion. 

(l) Callable al any lime on and afler May 1,2019, as a whole or in part Or any dale, and if 
in pan pro tala wilhin a maturilY, al a redemption price equal 10 100% of lhe principal amounl 
thereof plus interesl accrued 10 lbe dale fiKed for redemplion. 

A· ' 
~" 

CERTIFICATE 

1, the unw,Bigned, Secretary of the POri Commission (the "Commission") of the Pori of 

Seaule (the "Pon"). DO HEREBY CERTIFY: 

I. Thai tbe attaehed resolution numbered 3735 (lhe "Resolution"). is a lrue and 

COrYC<;t copy of a resolution of lbe Pon. as finally adopted al a ~ting of the Commission held 

on lbe ~ day of ~,2017, and duly recorded in my office. 

2. ThaI said meding was duly convened and held in all respects in accordance wilh 

law. and 10 the utent required by law. due and proper notice of such meeling was given; lhal a 

quorum of lhe Commission was presenl throughoulthe meeling and a legally sufficienl number 

of members of the Commission voted in Ihe proper manner for lhe adoption of said Resolution: 

lhat all olher requiremenls and proceedings incident \0 the proper adoption of said Resolulion 

have been duly fulfilled, carried out and otherwise observed, and Ihal I wn authorized 10 execule 

this certificate. 

IN WITNESS WHEREOF, I have hereunto sel my hand Ihis ~ day of ~ 

2017. 

~11193'" 

~ ~ ''''"'''' EO,,"AN 
&cret 
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EXHIBITS 

PROJECTS 

Runway, apron and safety areas construction, repain; and improvements; airfield infrasuucture 

constroction, repairs and upgrades; noise mitigation; Airpon Terminal and parlcing garage 

construction, modification, repairs, improvemenlS including e<juipment acquisition; roadway and 

ground trllnSponation improvements; planning wwl: relating to future facilities on or ncar the 

Airpon; propcny acquisitions for Airport expansion adjacent or near to the Airpon and other 

airpon improvements that an: functionally related to the ai rfield, air terminal and Airport 

proporty improvementS described above at Seaule·Tacoma International Airpon, I7S01 Pacific 

lIighway South. Seatac. WA 98158. which is owned and operated by the Pon. 

B·' 
SOO3$1$3.' 
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CONTINUING DISCLOSURE CERTIFICATE 

This Continuing Disclosure Certificate (the “Disclosure Certificate”) is executed and delivered by the Port of Seattle 
(the “Port”) in connection with the issuance of its $16,705,000 Intermediate Lien Revenue Refunding Bonds, Series 
2017A (Non-AMT), its $264,925,000 Intermediate Lien Revenue Refunding Bonds, Series 2017B (Taxable), its  
$313,305,000 Intermediate Lien Revenue Bonds, Series 2017C (AMT), and its $93,230,000 Intermediate Lien 
Revenue Bonds, Series 2017D (AMT), (collectively the “Series 2017 Bonds”).  The Port covenants and agrees as 
follows: 

For purposes of the Port’s undertaking pursuant to the Rule (the “undertaking”), “beneficial owner” means any 
person who has the power, directly or indirectly, to vote or consent with respect to, or to dispose of ownership of, 
any Series 2017 Bond, including persons holding Series 2017 Bonds through nominees or depositories or other 
intermediaries. 

 (a) Financial Statements/Operating Data.   

  (1) Annual Disclosure Report.  The Port covenants and agrees that not later than six months 
after the end of each fiscal year (the “Submission Date”), commencing June 30, 2018 for the fiscal year ending 
December 31, 2017, the Port shall provide or cause to be provided to the Municipal Securities Rulemaking Board 
(the “MSRB”), an annual report (the “Annual Disclosure Report”) that is consistent with the requirements of part (2) 
of this subsection (a).  The Annual Disclosure Report may be submitted as a single document or as separate 
documents comprising a package and may include by reference other information as provided in part (2) of this 
subsection (a); provided that any audited annual financial statements may be submitted separately from the balance 
of the Annual Disclosure Report and later than the Submission Date if such audited financial statements are not 
available by the Submission Date.  If the Port’s fiscal year changes, the Port shall give notice of such change in the 
same manner as notice is to be given of the occurrence of an event listed in subsection (b), and if for any fiscal year 
the Port does not furnish an Annual Disclosure Report to the MSRB, by the Submission Date, the Port shall send to 
MSRB notice of its failure to furnish such report pursuant to subsection (c). 

  (2) Content of Annual Disclosure Reports.  The Port’s Annual Disclosure Report shall 
contain or include by reference the following: 

   (A) Audited financial statements.  Audited financial statements, prepared in 
accordance with accounting principles generally accepted in the United States of America as applied to 
governmental units using the accrual basis accounting, except that if any audited financial statements are not 
available by the Submission Date, the Annual Disclosure Report shall contain unaudited financial statements in a 
format similar to the audited financial statements most recently prepared for the Port, and the Port’s audited 
financial statements shall be filed in the same manner as the Annual Disclosure Report when and if they become 
available. 

   (B) Operating and Financial Information.  Annual financial information and 
operating data with respect to the Port, including historical financial information and operating data of the type 
provided in the final Official Statement for the Series 2017 Bonds dated July 25, 2017 under the headings 
“OUTSTANDING PORT INDEBTEDNESS,” “THE AIRPORT,” “OTHER PORT BUSINESSES,” “PORT 
FINANCIAL MATTERS” and in Appendix D under the headings “Tax Levy Rates, Records and Procedures.”  The 
Port also will provide the following Seaport Alliance historical operating data: information regarding container 
facility leases of the type provided in “Table 8: Container Facility Leases” and information regarding annual 
container volumes of the type provided in “Table 9: Container Volumes for Seaport Alliance.” 

Any or all of the listed items may be included by specific reference to other documents, including official statements 
of debt issues of the Port, or of any related entity, that have been submitted to the MSRB.  If the document included 
by reference is a final official statement, it must be available from the MSRB.  The Port shall identify clearly each 
document so included by reference. 

 (b) Listed Events.  The Port agrees to provide or cause to be provided to the MSRB, in a timely 
manner, not in excess of 10 business days after the occurrence of the event, notice of the occurrence of any of the 
following events with respect to the Series 2017 Bonds: 
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1. Principal and interest payment delinquencies; 

2. Non payment related defaults, if material; 

3. Unscheduled draws on debt service reserves reflecting financial difficulties; 

4. Unscheduled draws on credit enhancements reflecting financial difficulties; 

5. Substitution of credit or liquidity providers, or their failure to perform;  

6. 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 Series 2017 Bonds, 
or other material events affecting the tax status of the Series 2017 Bonds; 

7. Modifications to the rights of Series 2017 Bond owners, if material; 

8. Bond calls, if material, and tender offers;  

9. Defeasances; 

10. Release, substitution or sale of property securing repayment of the Series 2017 Bonds, if 
material;  

11. Rating changes; 

12. Bankruptcy, insolvency, receivership or similar event of the Port; 

13. The consummation of a merger, consolidation, or acquisition involving the Port or the 
sale of all or substantially all of the assets of the Port, 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 

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

Solely for purposes of information, but without intending to modify the Port’s undertaking, with respect to the notice 
regarding property securing the repayment of the Series 2017 Bonds, that there is no property securing the 
repayment of the Series 2017 Bonds.   

 (c) Notice Upon Failure to Provide Financial Data.  The Port 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 in subsection (a) above on or prior to the Submission Date. 

 (d) Format for Filings with the MSRB.  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. 

 (e) Termination/Modification.  The Port’s obligations to provide annual financial information and 
notices of material events shall terminate upon the legal defeasance (if notice of such defeasance is given as 
provided above) or payment in full of all of the Series 2017 Bonds.  The undertaking, or any provision hereof, shall 
be null and void if the Port (1) obtains an opinion of nationally recognized bond counsel to the effect that those 
portions of the Rule which require the undertaking, or any such provision, have been repealed retroactively or 
otherwise do not apply to the Series 2017 Bonds; and (2) notifies the MSRB of such opinion and the cancellation of 
the undertaking.  The Port may amend the undertaking and any provision of the undertaking may be waived, in 
accordance with the Rule; provided that (A) if the amendment or waiver relates to the provisions of 
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subsections (a)(1), (a)(2) or (b) above, it may only be made in connection with a change in circumstances that arises 
from a change in legal requirements, change in law, or change in the identity, nature or status of an obligated person 
with respect to the Series 2017 Bonds, or the type of business conducted; (B) the undertaking, as amended or taking 
into account such waiver, would, in the opinion of nationally recognized bond counsel, have complied with the 
requirements of the Rule at the time of the original issuance of the Series 2017 Bonds, after taking into account any 
amendments or interpretations of the Rule, as well as any change in circumstances; and (C) the amendment or 
waiver does not, in the opinion of nationally recognized bond counsel, materially impair the interests of the 
beneficial owners of the Series 2017 Bonds. 

In the event of any amendment of or waiver of a provision of the undertaking, the Port shall describe such 
amendment in the next Annual Disclosure Report, and shall include, as applicable, a narrative explanation of the 
reason for the amendment or waiver and its impact on the type (or in the case of a change of accounting principles, 
on the presentation) of financial information or operating data being presented by the Port.  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 material event under subsection (b), and (ii) the Annual 
Disclosure Report for the year in which the change is made should present a comparison (in narrative form and also, 
if feasible, in quantitative form) between the financial statements as prepared on the basis of the new accounting 
principles and those prepared on the basis of the former accounting principles. 

 (f) Registered Owner’s and Beneficial Owners’ Remedies Under the Undertaking.  A Registered 
Owner’s and the beneficial owners’ right to enforce the provisions of the undertaking shall be limited to a right to 
obtain specific enforcement of the Port’s obligations under the undertaking, and any failure by the Port to comply 
with the provisions of the undertaking shall not be a default under the Resolution. 

 (g) Additional Information.  Nothing in the undertaking shall be deemed to prevent the Port from 
disseminating any other information, using the means of dissemination set forth in the undertaking or any other 
means of communication, or including any other information in any Annual Disclosure Report or notice of 
occurrence of an event, in addition to that which is required by the undertaking.  If the Port chooses to include any 
information in any Annual Disclosure Report or notice of the occurrence of an event in addition to that specifically 
required by this undertaking, the Port shall have no obligation under the Resolution to update such information or to 
include it in any future Annual Disclosure Report or notice of occurrence of an event. 

PORT OF SEATTLE 

 
 
By: __________________________________ 

Designated Port Representative 
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DEMOGRAPHIC AND ECONOMIC INFORMATION  

Population 
Historical and current population figures for the State of Washington as well as King County, Pierce County and 
Snohomish County (collectively the Seattle Metropolitan Area), the two largest cities in King County, and the 
unincorporated areas of King County are given below. 

TABLE I-1 
 

POPULATION(1) 

 

Year Washington King County 
Pierce 

County 
Snohomish 

County Seattle Bellevue 
Unincorporated

King County 
2016 7,183,700 2,105,100 844,490 772,860 686,800 139,400 245,920 
2015 7,061,410 2,052,800 830,120 757,600 662,400 135,000 253,280 
2014 6,968,170 2,017,250 821,300 741,000 640,500 134,400 252,050 
2013 6,882,400 1,981,900 814,500 730,500 626,600 132,100 253,100 
2012 6,817,770 1,957,000 808,200 722,900 616,500 124,600 255,720 
   

(1) Estimates are as of April 1 of each year. 
Source:  State of Washington, Office of Financial Management. 
 

Per Capita Income 

The following table presents per capita personal income for the Seattle Metropolitan Area, the County, the State, and 
the United States. 

TABLE I-2 
 

PER CAPITA INCOME 
 

 2015 2014 2013 2012 2011 
Seattle Metropolitan Area(1)(2) $ 54,850 $ 53,339 $ 50,505 $ 49,847 $ 46,557 
King County(1) 72,530 70,854 66,106 65,331 58,685 
State of Washington(3) 51,971 50,421 47,814 47,338 44,202 
United States(3) 48,190 46,464 44,493 44,282 42,461 

   

(1) As of November 17, 2016. 
(2) Average of King County, Pierce County, and Snohomish County. 
(3) As of March 28, 2017. 
Source:  U.S. Bureau of Economic Analysis, U.S. Department of Commerce. 
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Construction 
The table below lists the value of housing construction for which building permits have been issued by entities 
within King County.  The value of public construction is not included in this table. 

TABLE I-3 
 

RESIDENTIAL BUILDING PERMIT VALUES(1) 

KING COUNTY 

 
 New Single Family Units New Multi-Family Units  

Year Number Value Number Value Total Value 
   2017(2) 1,378 $     548,642,959 3,718 $     510,020,165 $  1,058,663,124 

2016 4,254 1,616,722,532 13,445 1,759,255,696 3,375,978,228 
2015 4,010 1,539,049,136 14,527 2,227,509,189 3,766,558,325 
2014 4,215 1,478,116,875 10,488 1,401,889,919 2,880,006,794 
2013 4,419 1,419,065,243 7,858 1,053,237,846 2,472,303,089 
   

(1) Estimates with imputation. 
(2) As of April 2017. 
Source:  U S. Bureau of the Census. 

Retail Activity 
The following table presents taxable retail sales in King County, Pierce County, Snohomish County and the City of 
Seattle. 

TABLE I-4 
 

TAXABLE RETAIL SALES 
 

Year King County Pierce County Snohomish County City of Seattle  
2016 $     59,530,882,870 $     14,878,550,727 $     13,618,314,632 $     24,287,539,378 
2015 54,890,159,770 13,846,294,222  12,641,937,656 22,407,443,037 
2014 49,638,174,066 12,736,324,142 11,699,234,128  19,995,171,842 
2013 46,093,349,116 12,189,183,093 11,172,617,894 18,258,202,770 
2012 43,038,779,843 11,080,668,742 10,341,316,548 17,162,539,898 
2011 40,403,613,957 10,520,818,906 9,742,663,710 15,751,586,595 

__________ 
 
Source:  Washington State Department of Revenue. 
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Industry and Employment 
The following table presents State-wide employment data for certain major employers in the Puget Sound area in 
2015. 

TABLE I-5 
 

MAJOR EMPLOYERS 
 

Employer Full-Time Employees In State 
The Boeing Company 78,225 
Joint Base Lewis-McChord 58,074 
Navy Region Northwest  46,693 
Microsoft Corp. 43,618 
Amazon.com Inc.(1)(2) 24,000 

University of Washington  23,639 
Wal-Mart Stores Inc.(2) 19,484 
Providence Health & Services 17,669 
Fred Meyer Stores 15,500 
King County Government  13,800 
Starbucks Corp.(2) 12,610 
CHI Franciscan Health 11,847 
Nordstrom Inc. 10,867 
Costco Wholesale Corp. 10,500 
City of Seattle  10,343 
Swedish Medical Center  9,627 
Fairchild Air Force Base  9,110 
United States Postal Service  7,645 
Alaska Air Group Inc. 7,150 
Group Health Cooperative  6,587 
Seattle Public Schools  6,317 
United Parcel Service of America Inc., dba UPS 6,000 
Washington State University 5,915 
Target(2) 5,493 
Multicare Health System 4,741 

__________ 
(1)  Estimate only. 
(2)  Headcount reflects full and part-time employees. 
Source:  Puget Sound Book of Lists, as of July 22, 2016). 
 

TABLE I-6 
 

RESIDENT CIVILIAN LABOR FORCE AND EMPLOYMENT 
SEATTLE METROPOLITAN DIVISION 
(KING AND SNOHOMISH COUNTIES) 

(NOT SEASONALLY ADJUSTED) 
 

 2017(1) 2016 2015 2014 2013 2012 
Civilian Labor Force 1,645,922 1,620,512 1,580,439 1,557,474 1,527,928 1,508,333 
Total Employment 1,593,011 1,554,951 1,511,698 1,482,632 1,448,798 1,408,598 
Total Unemployment 52,911 65,561 68,741 74,842 79,130 99,735 
Percent of Labor Force 3.2% 4.0% 4.3% 4.8% 5.2% 6.6% 

__________ 
(1) Preliminary, average through May 2017.   
Source: Washington State Employment Security Department. 
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TABLE I-7 
 

NONAGRICULTURAL WAGE AND SALARY EMPLOYMENT 
SEATTLE-BELLEVUE-EVERETT METROPOLITAN STATISTICAL AREA 

(KING AND SNOHOMISH COUNTIES)  
(NOT SEASONALLY ADJUSTED) 

 
NAICS INDUSTRY 2017(1)(2) 2016 2015 2014 2013 2012 
TOTAL NONFARM 1,683,800 1,644,100 1,592,200 1,543,200 1,501,600 1,459,700 
Total Private 1,458,900 1,426,300 1,379,300 1,335,500 1,296,800 1,257,000 

Goods Producing 257,200 261,500 258,100 248,900 243,100 233,800 
Mining and Logging 800 800 800 700 700 700 
Construction 94,200 92,200 86,100 77,900 71,700 65,800 
Manufacturing 162,200 168,500 171,200 170,300 170,600 167,300 

Service Providing 1,426,600 1,382,600 1,334,000 1,294,300 1,258,600 1,225,900 
Trade, Transportation, and 
Utilities 

311,000 302,500 291,800 281,200 269,500 260,000 

Information 105,100 102,000 94,800 91,800 88,300 86,900 
Financial Activities 85,300 83,400 82,00 80,800 80,300 77,800 
Professional and Business 
Services 

253,800 249,000 240,700 231,100 224,200 215,600 

Educational and Health Services 216,400 207,900 200,300 197,100 193,300 191,200 
Leisure and Hospitality 170,700 161,700 155,000 148,700 143,900 138,100 
Other Services 59,400 58,200 56,600 55,800 54,400 53,700 
Government 224,900 217,900 212,900 207,700 204,800 202,700 

Workers in Labor/Management 
Disputes 

0 0 0 0 0 0 

__________ 
(1) Preliminary, average through May.  
(2) Totals may not foot due to rounding. 
Source: Washington State Employment Security Department. 
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