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WBRP 3.2, a Washington nonprofit corporation (the “Issuer”, also referred to as Washington Biomedical Research Properties 3.2), is issuing its
Lease Revenue Bonds, Series 2015A (the “2015A Bonds”), and Series 2015B (Taxable) (the “2015B Bonds” and, together with the 2015A Bonds, the
“Bonds”). The Bonds are being issued on behalf of the University of Washington (the “University”) and, in the case of the 2015A Bonds, pursuant to
Revenue Ruling 63-20 of the U.S. Treasury, as amended and updated by Revenue Procedure 82-26 of the U.S. Treasury.

The Bonds are issuable only as fully registered bonds and, when issued, will be registered in the name of Cede & Co., as Registered Owner and
nominee for The Depository Trust Company (“DTC”). DTC will act as securities depository for the Bonds. The Bonds will be issued initially in book-
entry form only in the denomination of $5,000 or any integral multiple thereof within a series and maturity. Purchasers will not receive certificates
representing their interest in the Bonds purchased. The 2015A Bonds will bear interest from their date of delivery, payable semiannually on each
January 1 and July 1, beginning on January 1, 2016. The 2015B Bonds will bear interest from their date of delivery, payable semiannually on each
March 1 and September 1, beginning on March 1, 2016. The Bonds are issued under the terms of an Indenture of Trust dated as of October 1, 2015
(the “Indenture”) between the Issuer and U.S. Bank National Association (the “Trustee”). For so long as the Bonds remain in a “book-entry only”
system, the Trustee will make payments of principal of and interest on the Bonds only to DTC, which, in turn, is obligated to remit such payments to
the DTC participants for subsequent disbursement to Beneficial Owners of the Bonds as described in Appendix C.

The 2015A Bonds are subject to optional and mandatory redemption prior to maturity as described in this Official Statement.

The proceeds of the Bonds are to be used to (i) finance costs of permitting, designing, constructing and furnishing a biomedical research facility
with associated clinical and administrative space, in the South Lake Union area of Seattle, Washington and leased to the University (the “Project”);
(ii) capitalize interest on the Bonds; and (iii) pay costs of issuance.

The land upon which the Project will be constructed (the “Leased Property”) is owned by City Investors XII L.L.C. (the “Ground Lessor”),
a Washington limited liability company, and has been leased to the Issuer pursuant to a ground lease dated July 30, 2010, as first amended as of
December 1, 2010, and as expected to be extended as of September 30, 2015, to May 31, 2063 as described herein. The Issuer has agreed to lease the
Leased Property, the Project and the Issuer’s rights under a Reciprocal Easements Agreement (collectively, the “Premises”), pursuant to a Facilities
Lease for Biomedical Research Facilities, Seattle, Washington, dated as of October 1, 2015 (the “Lease”), to the:

W

UNIVERSITY of
WASHINGTON

The University is obligated under the Lease to pay Base Rent commencing on March 1, 2018 (the “Rent Commencement Date’),
a Lump Sum Payment on the Rent Commencement Date, and Additional Rent commencing on the earlier of (i) the date on which
the University first occupies the Premises following substantial completion of the Project or (ii) the Rent Commencement Date.
The University’s obligation to pay Rent is not subject to appropriation or abatement so long as the Issuer maintains a leasehold
interest in the Leased Properties. The University’s obligation to pay Base Rent and the Lump Sum Payment is not conditioned upon
the completion of the Project or the status of construction. Under the Lease the University has covenanted that, to the extent that
Project costs are in excess of Project Funds described under the Lease, the University will pay all costs to complete the Project when
due, as described herein. The initial term of the Lease extends to May 31, 2063 as described herein.

The Bonds are non-recourse revenue obligations of the Issuer, payable solely from the Trust Estate pledged under the Indenture. No other
revenue, receipts, donations, earnings, property, or assets of the Issuer other than those included in the Trust Estate are subject to the lien of the
Indenture, nor is the Issuer in any other way obligated for the repayment of the Bonds. The Issuer is a single purpose entity, is not a governmental
unit and has no taxing power. The Issuer has no source of funds available to pay debt service on the Bonds other than the Trust Estate.

Neither the University nor any other agency of the State of Washington is obligated to pay debt service on the Bonds. The Bonds are not an
obligation of the University, moral or otherwise. The University’s sole obligations, including the obligation to pay Rent, are those set forth in the
Lease. The University is obligated to pay Rent under the Lease from its General Revenues, as described herein, on an equal and ratable basis with
the University’s other outstanding and future General Revenue obligations, without preference, priority or distinction.

The Bonds are offered when, as and if issued and delivered by the Issuer and received by the Underwriters, and are subject to receipt of the
approving legal opinion of Pacifica Law Group LLP, Seattle, Washington, Bond Counsel, and certain other conditions. A form of the approving legal
opinion of Bond Counsel is attached hereto as Appendix D. Certain legal matters will be passed upon for the Issuer by Hillis Clark Martin & Peterson
P.S., Seattle, Washington, for the University by Pacifica Law Group LLP, and for the Underwriters and the Development Manager (defined herein)
by Foster Pepper PLLC, Seattle, Washington. It is expected that delivery of the Bonds will be made by Fast Automated Securities Transfer through
DTC in New York, New York, on or about on or about October 7, 2015.

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

Barclays
Citigroup Wells Fargo Securities Backstrom McCarley Berry & Co., LLC

Official Statement Dated: September 24, 2015



WBRP 3.2
(ALSO REFERRED TO AS WASHINGTON BIOMEDICAL RESEARCH PROPERTIES 3.2)

$107,615,000
LEASE REVENUE BONDS, SERIES 2015A
Due Principal Interest CUSIP
(January 1) Amounts Rates Yield Number'
2019 $ 2,420,000 5.00% 1.06%  937308AA2
2020 2,540,000 5.00 1.35 937308AB0
2021 2,670,000 5.00 1.61 937308ACS8
2022 2,800,000 5.00 1.85 937308 AD6
2023 2,945,000 5.00 2.13 937308 AE4
2024 3,090,000 5.00 2.27 937308AF1
2025 3,240,000 5.00 2.40 937308 AGY9
2026 3,400,000 5.00 2.56* 937308 AH7
2027 3,575,000 5.00 2.73% 937308AJ3
2028 3,755,000 5.00 2.84x 937308 AK0
2029 3,940,000 5.00 2.97+ 937308AL8
2030 4,140,000 5.00 3.06* 937308AM6
2031 3,940,000 5.00 3.13+ 937308 AN4
2032 4,140,000 5.00 3.21% 937308AP9
2033 4,345,000 5.00 3.28+ 937308AQ7
2034 2,685,000 5.00 3.33+ 937308ARS5
2035 2,820,000 5.00 3.37+ 937308AS3
2036 2,960,000 5.00 3.39+ 937308AU8
2037 3,110,000 5.00 3.43+ 937308AV6
2038 3,265,000 5.00 3.47+ 937308 AW4
2039 3,425,000 5.00 3.50* 937308AX2
2040 3,600,000 5.00 3.52+ 937308AY0

$34,810,000, 4.00%, due January 1, 2048 (Price 98.00%) CUSIP No. 937308AT1"

$24,455,000
LEASE REVENUE BONDS, SERIES 2015B (TAXABLE)

$24,455,000, 1.485%, due March 1, 2018 (Yield 1.485%) CUSIP No. 937308AZ7"

Priced to the first call date of July 1, 2025.

Copyright CUSIP Global Services. CUSIP is a registered trademark of the American Bankers Association.
These CUSIP numbers were provided by CUSIP Global Services and are not intended to create a database
and do not serve in any way as a substitute for the CUSIP Global Services. CUSIP numbers are provided
for convenience of reference only. CUSIP numbers are subject to change. None of the Issuer, the
University or the Underwriters take any responsibility for the accuracy of such CUSIP numbers.
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No dealer, broker, sales representative or other person has been authorized by the Issuer, the
University or the Underwriters to give any information or to make any representations with respect to the Bonds
other than those contained herein and, if given or made, such other information or representations must not be relied
upon as having been authorized by any of the foregoing. This Official Statement does not constitute an offer to sell
or the solicitation of an offer to buy, nor shall there be any sale of the Bonds by any person, in any jurisdiction in
which it is unlawful for such person to make such offer, solicitation or sale.

Certain statements contained in this Official Statement do not reflect historical facts but are 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, words such as ‘“estimate,”
“project,” “anticipate,” “expect,” “intend,” “forecast,” “plan,” “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.

2 < EEINT3

The Underwriters have provided the following three sentences for inclusion in this Official Statement. The
Underwriters have reviewed the information in this Official Statement in accordance with, and as part of, their
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. In connection
with this offering, the Underwriters may over-allot or effect transactions that stabilize or maintain the market price
of the Bonds at levels above those which might otherwise prevail in the open market. Such stabilizing, if
commenced, may be discontinued at any time.

The Underwriters may offer and sell the Bonds to certain dealers, institutional investors and others at prices lower
than the public offering prices stated on the inside cover page hereof and such public offering prices may be
changed from time to time by the Underwriters.

CUSIP numbers are included in this Official Statement for convenience of the holders and potential holders of the
Bonds. The CUSIP numbers were provided by CUSIP Global Services. No assurance can be given that the CUSIP
numbers for the Bonds will remain the same after the date of issuance and delivery of the Bonds. The Issuer does
not take any responsibility for the accuracy of such CUSIP numbers.

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

-iii-
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OFFICIAL STATEMENT

WBRP 3.2
(ALSO REFERRED TO AS WASHINGTON BIOMEDICAL RESEARCH PROPERTIES 3.2)

$107,615,000 $24,455,000
Lease Revenue Bonds, Series 2015A Lease Revenue Bonds, Series 2015B (Taxable)

INTRODUCTION

This Official Statement, including the cover page and appendices hereto, is being distributed by WBRP 3.2, a single
purpose Washington nonprofit corporation (the “Issuer”, also referred to as Washington Biomedical Research
Properties 3.2), in connection with the issuance of its Lease Revenue Bonds, Series 2015A (the “2015A Bonds™),
and Series 2015B (Taxable) (the “2015B Bonds” and, together with the 2015A Bonds, the “Bonds™). The Issuer is
issuing the Bonds on behalf of the University of Washington (the “University”) and, in the case of the 2015A
Bonds, pursuant to Revenue Ruling 63-20 of the U.S. Treasury, as amended and updated by Revenue Procedure 82-
26 of the U.S. Treasury (the “Ruling”).

The Issuer has leased land (the “Leased Property”) from City Investors XII L.L.C. (the “Ground Lessor”) for the
Project site pursuant to a Ground Lease (Phase 3.2) dated July 30, 2010, as first amended as of December 1, 2010,
and as expected to be extended as of September 30, 2015 (the “Ground Lease”) with a term ending May 31, 2063.
The Issuer will issue its bonds to finance the Project and will cause the design and development of the Project
pursuant to a Development Management Agreement, dated July 30, 2010, as amended as of December 1, 2010, with
City Investors LLC (the “Development Manager”). The Project is part two of the third phase of a multi-phase
development of a biomedical research campus leased to the University at the site and on adjacent properties for use
by the University’s School of Medicine and related clinical entities. Entities related to the Issuer financed the
development of the completed components of this multi-phase development. See “THE ISSUER.”

Under the terms of a Facilities Lease for Biomedical Research Facilities, Seattle, Washington, dated as of October 1,
2015 (the “Lease”), the University has leased the Premises (as defined herein and which includes the Leased
Property, the Project, and the Issuer’s rights to shared parking and infrastructure under Reciprocal Easement
Agreements) for an initial term that extends to May 31, 2063.

The University is obligated under the Lease to pay the Lump Sum Payment on, and Base Rent commencing on, the
“Rent Commencement Date,” which is specified in the Lease to be March 1, 2018. Taking into account the Lump
Sum Payment, Base Rent includes components sufficient to pay scheduled debt service on the Bonds and rent due
under the Ground Lease. In addition, commencing on the earlier of (i) the date on which the University first
occupies the Premises following substantial completion of the Project or (ii) the Rent Commencement Date, the
University is obligated to pay Additional Rent to cover taxes, maintenance and repair, easement payments, property
management fees, utilities, janitorial and building services, interest on the Bonds during the period between final
completion of the Project and the Rent Commencement Date (if applicable) and other costs. Under the Lease the
University has covenanted that, to the extent that Project Costs are in excess of the Project Funds, the University
will pay all costs to complete the Project as the same become due and payable. See “THE PROJECT.”

The Transaction Participants

The Bonds will be issued by the Issuer, a Washington nonprofit corporation, acting on behalf of the University. See
"THE ISSUER." The Ground Lessor has leased the Leased Property to the Issuer. The Issuer will cause the
development of the Project under the Development Management Agreement with the Development Manager, an
affiliate of the Ground Lessor. The Issuer will lease the Project to the University. See “THE PROJECT.”



The Bonds

The Issuer is issuing the Bonds pursuant to an Indenture of Trust between the Issuer and U.S. Bank National
Association, as trustee (the “Trustee”) dated as of October 1, 2015 (the “Indenture”). The Bonds will be dated and
bear interest from their date of delivery. Interest on the 2015A Bonds will be payable semiannually on each July 1
and January 1, beginning January 1, 2016. Interest on the 2015B Bonds will be payable semiannually on each
March 1 and September 1, beginning March 1, 2016. The Bonds will be issued as fully registered bonds in
denominations of $5,000 or integral multiples thereof within a series and maturity, and will be issued initially in
book-entry only form. See “Appendix C — Book-Entry Only System.” Capitalized terms not otherwise defined
herein shall have the meanings set forth in the Indenture.

Purpose of the Bonds; The Project

The Project consists of a biomedical research facility with clinical and administrative space. The parking garage,
ramps and loading docks and related infrastructure (the “Shared Infrastructure”) on the site were constructed during
a prior phase of the multi-phase development. The Issuer has the right to use the Shared Infrastructure under the
terms of the Reciprocal Easements Agreement during the term of the Lease.

The Project will be constructed pursuant to the Development Management Agreement. Under the Development
Management Agreement, the Development Manager has agreed to supervise and coordinate the design and
permitting of the Project, to assist the Issuer in the retention of the architect and general contractor (the “General
Contractor”), and to administer and supervise construction of the Project by the General Contractor. Pursuant to the
Development Management Agreement, the construction contract with the General Contractor is required, as to the
building shell and core, to be on a cost plus fee basis with a guaranteed maximum price. All of the construction
contracts are required to have mandated schedules for completion, contingency reserve line items satisfactory to the
Issuer, a requirement for retainage for all major categories of hard construction costs for which retainage is
commonly utilized, and reasonable warranties against construction defects.

The Ground Lease

The land upon which the Project is being constructed is owned by the Ground Lessor. The Leased Property has
been leased to the Issuer pursuant to the Ground Lease. Unless sooner terminated or extended in accordance with
its terms, the Ground Lease will terminate on May 31, 2063. See "SECURITY AND SOURCES OF PAYMENT
FOR THE BONDS—The Ground Lease."

The Lease

The Issuer is leasing the Leased Property, the Project and the Issuer’s rights under a Reciprocal Easements
Agreement to underground facilities including the Shared Infrastructure (collectively, the “Premises”) to the
University under the terms of the Lease. The Lease is an absolute net lease. The initial term of the Lease extends to
May 31, 2063 as described herein.

The University is obligated to pay Rent, which includes Base Rent and a Lump Sum Payment paid pursuant to a
schedule of payments attached to the Lease in the aggregate amount sufficient to pay rent due under the Ground
Lease and debt service on the Bonds, plus Additional Rent sufficient to pay the Issuer’s insurance costs, taxes,
accounting and financing costs, maintenance and repair, easement payments, property management fees, utilities,
and janitorial and building services and interest on the Bonds during the period between final completion of the
Project and the Rent Commencement Date (if applicable). The University’s obligation to pay Base Rent
commencing on the Rent Commencement Date (March 1, 2018) and to pay the Lump Sum Payment on the Rent
Commencement Date is not conditioned upon the completion of the Project or the status of construction. The
University is obligated to pay Additional Rent commencing the earlier of (i) the date on which the University first
occupies the Premises following substantial completion of the Project or (ii) the Rent Commencement Date.

The University is obligated to pay Rent from its General Revenues, consisting of all non-appropriated
income, revenues, and receipts of the University if and to the extent such funds are not restricted in their use



by law, regulation, or contract. The University’s obligation to pay Rent is not subject to appropriation or
abatement so long as the Issuer maintains a leasehold interest in the Leased Premises. The University is
obligated to pay rent from its General Revenue, on an equal and ratable basis with the University’s other
outstanding and future General Revenue obligations, including without limitation its General Revenue
bonds, without preference, priority or distinction because of date of issue or otherwise.

General Revenues are described under the heading “UNIVERSITY LEASE OBLIGATIONS PAYABLE FROM
GENERAL REVENUES.”

Authorization

The Issuer’s Board of Directors approved the Ground Lease on July 28, 2010 and has approved the Lease by its
resolution dated September 16, 2015. The Issuer has authorized the issuance of the Bonds by its resolution dated
September 16, 2015. On September 10, 2015, the Board of Regents of the University approved the Project and the
issuance of the Bonds, and agreed to accept title to the Premises upon full payment or defeasance of the Bonds,
solely for the purposes of meeting the requirements of the Ruling. Also on September 10, 2015, the Board of
Regents approved the Lease, pursuant to RCW 28B.140.010.

Security

The Bonds are non-recourse revenue obligations of the Issuer, payable solely from the Trust Estate pledged under
the Indenture. No other revenue, receipts, donations, earnings, property, or assets of the Issuer other than those
included in the Trust Estate are subject to the lien of the Indenture nor is the Issuer in any other way obligated for
the repayment of the Bonds. The Issuer is a single purpose entity, is not a governmental unit and has no taxing
power. The Issuer has no source of funds available to pay debt service on the Bonds other than the Trust
Estate.

The Trust Estate pledged under the Indenture includes all funds held by the Trustee under the Indenture, excluding
the Rebate Fund and the Capital Repairs Fund, as further described in the Indenture. The primary source of
Revenues anticipated to be received by the Issuer and included within the Trust Estate is the Base Rent and
the Lump Sum Payment to be received from the University under the Lease. The Issuer also will provide the
Leasehold Deed of Trust, the Assignment of Leases and the Assignment of Construction Agreements as additional
security instruments in favor of the Trustee.

Neither the University nor any agency of the state of Washington (the “State™) is obligated to pay debt service on
the Bonds. The Bonds are not an obligation of the University, moral or otherwise. The University’s sole
obligations, including the obligation to pay Rent, are those set forth in the Lease. The University’s obligation to pay
Rent under the Lease is payable from its General Revenues, on an equal and ratable basis with the University’s
other General Revenue obligations, including without limitation its General Revenue bonds, without preference,
priority or distinction because of date of issue or otherwise.

Ownership

The Issuer is obligated under the terms of the Lease and the Indenture to tender to the University unencumbered title
to the improvements constructed with the proceeds of the Bonds when the Bonds have been paid or defeased. By
resolution, the Board of Regents of the University has stated its present intent to accept delivery of title to the
improvements constructed with the proceeds of the Bonds at that time.

Description

The Bonds are dated and are to bear interest from the date of their delivery. Interest on the 2015A Bonds is payable
semiannually on January 1 and July 1, beginning on January 1, 2016, and interest on the 2015B Bonds is payable
semiannually on March 1 and September 1, beginning on March 1, 2016 (each an “Interest Payment Date”).
Interest will be calculated on the basis of a 360-day year consisting of twelve 30-day months. The Bonds will bear
interest at the rates and mature in the years and in the amounts set forth on the inside cover of this Official



Statement (each a “Principal Payment Date”). The Bonds will be fully registered as to both principal and interest,
and will be in the denomination of $5,000 or any integral multiple thereof within a single series and maturity.
Initially, individual purchases of the Bonds may be made in book-entry form only. Purchasers will not receive
certificates representing their interest in the Bonds purchased. When issued, the Bonds will be registered in the
name of Cede & Co. as Registered Owner and nominee of The Depository Trust Company, New York, New York
(“DTC”). So long as Cede & Co. is the Registered Owner of the Bonds, references herein to the Owners,
Registered Owners or Bond Owners will mean Cede & Co. and will not mean the “Beneficial Owners” of the
Bonds. In this Official Statement, the term “Beneficial Owner” will mean the person for whom a DTC participant
acquires an interest in the Bonds.

Principal of and interest on the Bonds are payable by the Trustee. So long as Cede & Co. is the Registered Owner
of the Bonds and the Bonds are in fully immobilized form, principal of and interest on the Bonds are payable by
wire transfer by the Trustee to DTC, which, in turn, is obligated to remit such principal and interest to the DTC
participants for subsequent disbursement to the Beneficial Owners of the Bonds, as further described herein under
“THE BONDS—Book Entry System” and in Appendix C.

In the event that the Bonds are no longer in fully immobilized form, interest on the Bonds will be paid by the
Trustee by check mailed on the applicable Interest Payment Date to the Owner as of the close of business on the
applicable Record Date, all as defined in the Indenture, at the address in the books for registration of the Bonds kept
for the Issuer by the Trustee (the “Bond Register”), or at such other address as is furnished in writing by such
Owner to the Trustee (provided, however, the Trustee will, at the request of any Owner of $1,000,000 or more in
aggregate principal amount of Bonds, make payments of interest on such Bonds by wire transfer to the account at
any bank in the United States designated by such Owner in writing on or before the Record Date), and the principal
of the Bonds is payable in lawful money of the United States of America upon surrender thereof at the principal
corporate trust office of the Trustee. No payment of principal will be made on any certificated Bond unless and
until such Bond is surrendered to the Trustee for payment.

Redemption of the Bonds

Optional Redemption of the 20154 Bonds. The 2015A Bonds maturing on and after January 1, 2026 are subject to
redemption prior to their stated maturity on and after July 1, 2025 at a price of 100 percent of the principal amount
to be redeemed plus accrued interest to the date of redemption (i) upon the written direction of the University (so
long as no Lease Default Event, as defined in the Indenture, has occurred and is continuing) given to the Issuer and
the Trustee; and (ii) otherwise upon the written direction of the Issuer, in either case as a whole or in part (and if in
part with series and maturities to be selected by the University, so long as no Lease Default Event has occurred and
is continuing, and otherwise by the Issuer).

Mandatory Sinking Fund Redemption

The 2015A Bonds maturing on January 1, 2048 (the “Term Bonds” or the “Original Issue Discount Bonds™) are
subject to mandatory sinking fund redemption at a price of par plus accrued interest to the date of redemption on
January 1 in the years and amounts as follows:

Mandatory
Date Sinking Fund Redemption
2041 $3,780,000
2042 3,930,000
2043 4,085,000
2044 4,250,000
2045 4,420,000
2046 4,595,000
2047 4,780,000
2048° 4,970,000

" Maturity.



If the Issuer redeems Term Bonds under the optional redemption provisions described above or purchases or
defeases Term Bonds, the Term Bonds so redeemed, purchased, or defeased (irrespective of their actual redemption
or purchase prices) will be credited at the par amount thereof against one or more scheduled mandatory redemption
amounts for the Term Bonds in the manner to be determined by the Issuer or, if no such determination is made, on a
pro rata basis.

Partial Redemption of 20154 Bonds. 1f the 2015A Bonds are held in certificated form, then the Trustee will select
the particular 2015A Bonds to be optionally redeemed within a maturity randomly in such manner as it will
determine. As long as the 2015A Bonds are held in book-entry only form, then the Trustee will select the particular
2015A Bonds to be optionally redeemed within a maturity in accordance with the operational arrangements of DTC
as then set forth.

Notice and Effect of Redemption. As long as the 2015A Bonds are held in book-entry only form, notice of
redemption shall be given by DTC solely in accordance with the operational arrangements of DTC as then set forth.
If the 2015A Bonds are no longer held in book-entry form, notice of redemption shall be given as provided
hereinafter. The Trustee will give notice of redemption by first-class mail, postage prepaid, mailed no fewer than
20 nor more than 60 days prior to the redemption date to each Registered Owner of the 2015A Bonds to be
redeemed at the address of such Registered Owner appearing on the Bond Register. The Trustee, so long as a book-
entry system is used for determining ownership of the 2015A Bonds, will send the notice of redemption to DTC or
its nominee, or its successor. Any notice of redemption may be conditional and may be revocable at any time
prior to the conditions set forth therein being satisfied in full.

Any failure of DTC to furnish such notice to any participant and any failure of any participant to furnish such notice
to the persons for whom they act as nominees with respect to the 2015A Bonds, will not affect the sufficiency or the
validity of the notice of redemption of the 2015A Bonds. The Issuer can make no assurances that DTC, its
participants or other nominees of the Beneficial Owners of the 2015A Bonds will distribute such redemption notices
to the Beneficial Owners of the 2015A Bonds, or that they will do so on a timely basis.

2015A Bonds to be redeemed will become due and payable on the redemption date at the redemption price specified
and, on and after such date, the 2015A Bonds will cease to accrue interest and will cease to be entitled to any
benefit or security under the Indenture except to receive payment of such redemption price.

No Optional Redemption of the 2015B Bonds. The 2015B Bonds are not subject to optional redemption prior to
their maturity on March 1, 2018.

Purchase

At the written direction of the University, so long as no Lease Default Event has occurred and is continuing, and
otherwise at the written direction of the Issuer, and with the sources of funds specified by the University and/or the
Issuer, the Trustee will purchase Bonds offered to the University at prices acceptable to the University or the Issuer,
as applicable. The principal amount of any Term Bonds so purchased will be credited against the scheduled
redemptions of such Bonds in the manner designated by the University or the Issuer, as applicable.

Book-Entry System

The Bonds will be registered initially in the name of Cede & Co., as nominee of DTC. DTC will act as securities
depository for the Bonds. Individual purchases may be made in book-entry form only. Purchasers will not receive
certificates representing their interest in the Bonds purchased. So long as Cede & Co. is the Registered Owner of
the Bonds, as nominee of DTC, references herein to the Registered Owners, Owners or Bond Owners will mean
Cede & Co. and will not mean the “Beneficial Owners” of the Bonds. See Appendix C for additional information.

The Issuer makes no representation as to the accuracy or completeness of the information in Appendix C provided
by DTC. Purchasers of the Bonds should confirm this information with DTC or its participants.



Defeasance of Bonds

In the event that the Issuer or the University sets aside irrevocably in a special fund for and pledges money (which
will remain uninvested) and/or Government Obligations, as such term is defined in chapter 39.53 RCW, as the same
may hereinafter be amended or restated, that are not subject to redemption prior to maturity, sufficient in amount (as
verified in a report from a firm of certified public accountants), together with known earned income from the
investments thereof, to make such payments and to accomplish the refunding or defeasance as scheduled (the “trust
account”); then in that case all right and interest of the Owners of the Bonds to be so retired, refunded or defeased
(collectively, the “Defeased Bonds”) in the covenants of the Indenture, in the Trust Estate and in the funds and
accounts obligated to the payment of such Defeased Bonds, other than the right to receive the funds so set aside and
pledged, thereupon will cease and become void, except that Owners shall have the right to receive payment of
principal of and premium, if any, and interest on the Defeased Bonds from the trust account and, in the event the
funds in the trust account are not available for payment, shall have the residual right to receive these payments from
the Trust Estate without any priority of lien or charge against the Trust Estate or covenants with respect thereto
except to be paid therefrom (except such rights as exist with respect to payment, exchange, and transfer of such
Bonds under the pertinent provisions of the Indenture).

Money held in any defeasance trust account will be held solely for the benefit of the Owners of the Defeased Bonds.
On the date of defeasance or full payment of all 2015A Bonds, except as described in the following paragraph the
Issuer will convey the Premises to the University by statutory warranty deed, modified to convey all of the Issuer’s
leasehold interest in the Leased Property and its fee ownership interest in all improvements thereon constructed by
the Issuer, free and clear of all liens and encumbrances, except those liens and encumbrances approved by the
University, and the Indenture and the Lease will automatically terminate.

The Indenture requires that all 2015B Bonds be paid or defeased in the event that the 2015A Bonds are paid or
defeased in full. In such event, the Issuer will convey the Premises to the University for no additional
consideration.

As currently defined in chapter 39.53 RCW, “Government Obligations” means (a) direct obligations of or
obligations the principal and interest on which are unconditionally guaranteed by the United States of America and
bank certificates of deposit secured by such obligations; (b) bonds, debentures, notes, participation certificates or
other obligations issued by the Banks for Cooperatives, the Federal Intermediate Credit Bank, the Federal Home
Loan Bank System, the Export-Import Bank of the United States, federal land banks or the Federal National
Mortgage Association; (c) public housing bonds and project notes fully secured by contracts with the United States;
and (d) obligations of financial institutions insured by the Federal Deposit Insurance Corporation or the federal
savings and loan insurance corporation, to the extent insured or guaranteed as permitted under any other provision
of State law.

If the Issuer defeases any 2015B Bonds, such 2015B Bonds may be deemed to be retired and “reissued” for federal

income tax purposes as a result of the defeasance. In such event, the Registered Owner of such 2015B Bond would
recognize a gain or loss on the 2015B Bond at the time of defeasance. See “TAX MATTERS.”

[Remainder of Page Intentionally Left Blank]



Summary of Debt Service Requirements for the Bonds

TABLE 1:
DEBT SERVICE SCHEDULE*

The table below displays debt service payments for the Bonds on an annual basis, as of each June 30.

Date (June 30) Principal Interest Total'
2016 $ - $1,319,548 $1,319,548
2017 - 5,395,807 5,395,807
2018 24,455,000 5,395,807 29,850,807
2019 2,420,000 5,032,650 7,452,650
2020 2,540,000 4,911,650 7,451,650
2021 2,670,000 4,784,650 7,454,650
2022 2,800,000 4,651,150 7,451,150
2023 2,945,000 4,511,150 7,456,150
2024 3,090,000 4,363,900 7,453,900
2025 3,240,000 4,209,400 7,449,400
2026 3,400,000 4,047,400 7,447,400
2027 3,575,000 3,877,400 7,452,400
2028 3,755,000 3,698,650 7,453,650
2029 3,940,000 3,510,900 7,450,900
2030 4,140,000 3,313,900 7,453,900
2031 3,940,000 3,106,900 7,046,900
2032 4,140,000 2,909,900 7,049,900
2033 4,345,000 2,702,900 7,047,900
2034 2,685,000 2,485,650 5,170,650
2035 2,820,000 2,351,400 5,171,400
2036 2,960,000 2,210,400 5,170,400
2037 3,110,000 2,062,400 5,172,400
2038 3,265,000 1,906,900 5,171,900
2039 3,425,000 1,743,650 5,168,650
2040 3,600,000 1,572,400 5,172,400
2041 3,780,000 1,392,400 5,172,400
2042 3,930,000 1,241,200 5,171,200
2043 4,085,000 1,084,000 5,169,000
2044 4,250,000 920,600 5,170,600
2045 4,420,000 750,600 5,170,600
2046 4,595,000 573,800 5,168,800
2047 4,780,000 390,000 5,170,000
2048 4,970,000 198,800 5,168,800

Total' $132,070,000 $92,627,861 $224,697,861

* This table shows debt service on the Bonds, which are the Issuer’s only outstanding obligations. The University’s obligation to pay Rent
under the Lease is payable from General Revenues. The University has pledged its General Revenues to outstanding University debt as well
as financing leases such as the Lease. See “UNIVERSITY LEASE OBLIGATIONS PAYABLE FROM GENERAL REVENUES—
University Debt Outstanding.”

Totals may not foot due to rounding.

Source: The University.
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Sources and Uses of Proceeds

TABLE 2:
SOURCES AND USES OF PROCEEDS
The proceeds of the Bonds are to be used to: (i) finance costs of the Project; (ii) capitalize interest on the Bonds
through March 1, 2018 (or until final completion, if final completion occurs earlier than March 1, 2018); and

(iii) pay the costs of issuance. The proceeds from the Bonds will be applied as follows:

The following table shows the sources and uses of the Bond proceeds.

Sources: 2015A Bonds 2015B Bonds Total
Par Amount $107,615,000.00 $24,455,000.00 $132,070,000.00
Plus Net Premium 10,926,041.05 - 10,926,041.05
Total Sources $118,541,041.05 $24.,455,000.00 $142,996,041.05
Uses:
Project Costs $104,849,679.05 $23,217,584.40 $128,067,263.45
Capitalized Interest 12,078,360.00 871,576.22 12,949,936.22
Costs of Issuance'” 1,613,002.00 365,839.38 1,978.841.38
Total Uses $118,541,041.05 $24,455,000.00 $142,996,041.05

M Includes Underwriters’ discount, financial advisor’s fees, legal fees, and other costs of issuance of the Bonds.

SECURITY AND SOURCES OF PAYMENT FOR THE BONDS
Limited Obligations

The Bonds are non-recourse revenue obligations of the Issuer, payable solely from the Trust Estate pledged under
the Indenture. No other revenue, receipts, donations, earnings, property, or assets of the Issuer other than those
included in the Trust Estate are subject to the lien of the Indenture nor is the Issuer in any other way obligated for
the repayment of the Bonds. The Issuer is a single purpose entity, is not a governmental unit and has no taxing
power. The Issuer has no source of funds available to pay debt service on the Bonds other than the Trust
Estate.

Neither the University nor any agency of the State is obligated to pay debt service on the Bonds. The Bonds are not
an obligation of the University, moral or otherwise.

The University’s sole obligations, including the obligation to pay Rent, are those set forth in the Lease. The
University’s obligation to pay Rent under the Lease is payable from its General Revenues, on an equal and ratable
basis with the University’s other General Revenue obligations, without preference, priority or distinction because of
date of issue or otherwise. See “UNIVERSITY LEASE OBLIGATIONS PAYABLE FROM GENERAL
REVENUES.”

The Indenture

The form of the Indenture, including capitalized terms not defined herein, is set forth in its entirety in Appendix A.
The following is only a summary, and reference is made to the complete form of the Indenture included in
Appendix A.

Non-Recourse Revenue Obligations, Pledge of Trust Estate. The Bonds are non-recourse revenue obligations of the
Issuer, payable solely from the Trust Estate pledged under the Indenture. The Trust Estate includes the following,
pledged for the benefit of the Bonds and any Future Bonds:



(1) All of the Issuer’s rights and interest in all rents, issues, income, revenues and receipts derived by the
Issuer from all sources, including the Lease, with respect to the use of the Premises;

(i1) The Premises pursuant to the Leasehold Deed of Trust, the Assignment of Construction Agreements
and the Assignment of Leases, including all proceeds thereof;

(i) All Revenues, which is defined to include all amounts received by the Issuer or by the Trustee for the
account of the Issuer pursuant to the Lease (or any other lease by the Issuer of the Premises) or
otherwise with respect to the Premises, including, without limiting the generality of the foregoing, all
Rent (including both timely and delinquent payments and any late charges, paid from any source),
prepayments, any payments received under any policy of title insurance with respect to the Premises,
and all interest, profits or other income derived from the investment of amounts in any fund or account
established pursuant to the Indenture (except as otherwise provided therein), but not including (a)
Administrative Fees and Expenses, (b) Rebatable Arbitrage, (c) money deposited in the Capital
Repairs Fund; and (d) any and all revenue, income, and receipts of the Issuer not derived from or
received with respect to the Lease, the Premises, or any fund or account established pursuant to the
Indenture;

@iv) All choses in action and all choses in possession now or hereafter existing to the benefit of or arising
for the benefit of the Issuer with respect to the Bonds, including all proceeds of all the foregoing;

v) All funds and accounts established under the Indenture and the investments thereof, if any, and money,
securities and obligations therein (subject to disbursements from any such fund or account upon the
conditions set forth in the Indenture), except for money held in the Rebate Fund and Capital Repairs
Fund, as described below in “Funds Created Under the Indenture;”

(vi) All money, securities and property that may be held by the Trustee under the terms of the Indenture;
and

(vii) All proceeds of all of the foregoing.

Funds Created Under the Indenture. The Cost of Issuance Fund is established with the Trustee for the purpose of
paying Costs of Issuance, as defined in the Indenture. The Project Fund is established with the Trustee for the
purpose of paying Costs of the Project (other than Costs of Issuance and capitalized interest), as defined in the
Indenture. The Project Fund includes (i) a Bond Proceeds Account, and (ii) a Non-Bond Proceeds Account
(collectively, the “Accounts”). The Trustee shall disburse money from the Accounts within the Project Fund to pay
Costs of the Project upon receipt of requisitions from the Issuer, signed by its Authorized Representative. After
providing for the payment of all Costs of the Project, the balance, if any, in the Bond Proceeds Account of the
Project Fund shall be transferred to the Principal Account of the Bond Fund, described below, and shall be applied
to pay principal of the Bonds.

If the Trustee receives any payments with a direction that such payments be deposited in the Non-Bond Proceeds
Account, the Trustee shall deposit such funds in the Non-Bond Proceeds Account to be applied to pay the costs to
repair and restore the Project, to pay Costs of the Project, or to redeem Bonds, all as provided in the Indenture, the
Lease and the Leasehold Deed of Trust.

The Capitalized Interest Fund is established with the Trustee for the purpose of paying interest on the Bonds
through the earlier of final completion of the Project and March 1, 2018. On and after the earlier of the date the
Trustee receives notice of final completion or the Rent Commencement Date, the balance on hand in the Capitalized
Interest Fund shall be, at the direction of the Issuer, transferred to the Principal Account to pay principal on the
Bonds.

The Revenue Fund is established with the Trustee to receive the portion of Base Rent under Section 6.2.1.2 of the
Lease, the Lump Sum Payment under Section 6.6 of the Lease, and late charges, if any, pursuant to the Lease, all
net earnings on investments of money in the Revenue Fund, and other money received by the Trustee with



instructions to deposit it in the Revenue Fund. All Base Rent under Section 6.2.1.2 of the Lease determined in
accordance with the then current schedule of Base Rent attached to the Lease, and the Lump Sum Payment, shall be
paid directly to the Trustee for deposit in the Revenue Fund.

The money and investments in the Revenue Fund are irrevocably pledged and shall be used and transferred by the
Trustee as follows and in the following order of priority:

(1) On or prior to each Interest Payment Date, the amount necessary to pay the interest on the Bonds
coming due on the Interest Payment Date to the Interest Account;

(i1) On or prior to each Principal Payment Date, the amount necessary to pay the regularly scheduled
principal of Bonds maturing on such Principal Payment Date to the Principal Account;

(ii1) On or prior to each day on which Bonds shall be subject to redemption prior to scheduled maturity, the
redemption price of Bonds to be redeemed to the Redemption Account; and

(iv) To pay Administrative Fees and Expenses, but only upon the written direction of an Authorized
Representative of the Issuer; provided, that such written direction shall not be required if an Event of
Default has occurred and is continuing.

The Bond Fund is a trust fund held in the custody of the Trustee for the purpose of paying debt service on the
Bonds. The Trustee shall deposit the following sums into the Bond Fund:

(1) On each Interest Payment Date, to the Interest Account an amount that, together with any other money
then available in the Interest Account, will be equal to the interest on all of the Bonds then
Outstanding to become due and payable on that Interest Payment Date;

(i1) On each Principal Payment Date, to the Principal Account for as long as any of the Bonds are
Outstanding and unpaid, an amount that, together with any other money available in the Principal
Account, will be equal to the principal (including mandatory redemption amounts) of the Bonds to
become due and payable on that Principal Payment Date;

(iii) On the date on which the Bonds are subject to redemption prior to maturity, to the Redemption
Account, the redemption price of the Bonds to be redeemed;

(iv) As received, all interest earnings on the Bond Fund to the respective account; and
) All other money directed in writing by the Issuer or the University to be deposited therein.

If prior to completion of the Project the Trustee receives any insurance proceeds attributable to delays in completing
the Project under the “Builders’ risk” insurance, and such proceeds are designated for such purpose by the Issuer in
writing to the Trustee, such funds shall be deposited to the Interest Account to be used (before using funds in the
Capitalized Interest Fund) to pay interest on the Bonds. Following the date of issuance of the Bonds and until the
earlier of final completion of the Project and the Rent Commencement Date, the deposits to the Interest Account
referred to in (i) above shall be made from funds on hand in the Capitalized Interest Fund.

Except as otherwise expressly provided in the Indenture, money in the Bond Fund shall be used solely for the
payment of the principal of and interest on the Bonds as the same shall become due and payable at maturity, upon
redemption or acceleration or otherwise, and the lien of the Owners of Bonds on such money shall be first and prior
to the lien of any other person thereon.

The Indenture authorizes the Trustee to establish a Capital Repairs Fund. There is no requirement to maintain any

particular balance in this fund; however, the Lease permits the Issuer and the University to make determinations in
the future to establish a balance in the Capital Repairs Fund through the payment of Additional Rent. Funds in the
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Capital Repairs Fund shall be used to finance the costs of capital improvements and major maintenance of the
Project. The Capital Repairs Fund is not pledged to secure the Bonds.

The Indenture establishes a Rebate Fund to be held by the Trustee. A rebate calculation will be made pursuant to
the Indenture. Pursuant to such calculation, the Trustee shall deposit into the Rebate Fund the amount necessary to
make rebate payments, if any, from such fund or account as directed by the Issuer. The Rebate Fund is not pledged
to secure the Bonds.

There is no debt service reserve fund provided for the Bonds.

The Ground Lease

The form of the Ground Lease, including definitions of capitalized terms used in the following summary, is set forth
(without exhibits) in Appendix A. The following is only a summary, and reference is made to the form included in
Appendix A.

Third Phase of Multi-Phase Development. The Project is the second part of the third phase of a multi-phase
development of University biomedical research facilities on adjacent blocks in South Lake Union. Phase I, Phase II
and the first phase of Phase 3 were completed on time and are fully assigned. The Issuer has entered into the ground
lease for the third part of Phase 3.

Term. The Ground Lease extends to May 31, 2063 unless sooner terminated or extended in accordance with the
terms of the Ground Lease. This term includes the option period expected to be exercised by the Issuer on
September 30, 2015.

Development of Project. Under the Ground Lease, the Issuer has the right to use the property for general office and
administrative uses, parking and loading facilities, biomedical and biotechnical research and development, clinical
use, including patient visits and treatments, laboratory uses, and similar clinical, research, and development uses as
are permitted by law, zoning code and ordinance applicable to the property. The Lease permits all uses by the
University as are permitted under the Ground Lease. The obligation of the University to pay Base Rent under the
Lease includes an amount sufficient to pay all rent due under the Ground Lease.

Issuer and University Obligation to Proceed. Under the Lease, during the period reasonably needed for design,
permitting and construction the Issuer is obligated to exercise reasonable commercial best efforts to build the
Project improvements in accordance with the plans and specifications developed by the Issuer and the University
and in accordance with the Development Management Agreement. The University is obligated to work
cooperatively with the Issuer and the Development Manager to develop, approve, modify and timely make all
decisions necessary to finalize permit-ready and bid-ready plans and specifications for the construction of the
Project improvements. The Ground Lessor has the right to terminate the Ground Lease in the event that the Issuer
has not obtained permits, arranged financing and commenced construction of the Project by early to mid-2019
(taking into account certain extensions and cure periods permitted under the Ground Lease). See Appendix A.

The Lease

The form of the Lease, including definitions of capitalized terms used in the following summary, is set forth
(without all exhibits) in Appendix A. The following is only a summary, and reference is made to the form included
in Appendix A.

Term. The Lease is a financing lease authorized under RCW 28B.140.010. The Initial Term of the Lease
commences on the “Lease Commencement Date,” which is specified in the Lease to be October 7, 2015, and
extends to the Lease Termination Date on May 31, 2063. The Lease may be extended to May 31, 2068 upon
satisfaction of certain conditions.

University Rent Obligation. The University is obligated under the Lease to pay Base Rent commencing on the Rent
Commencement Date (March 1, 2018), and to pay the Lump Sum Payment on the Rent Commencement Date. The
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University is obligated to pay Additional Rent commencing the earlier of (i) the date on which the University first
occupies the Property following substantial completion of the Project or (ii) the Rent Commencement Date. The
University’s obligation to pay Base Rent from and after the Rent Commencement Date and to pay the Lump Sum
Payment on the Rent Commencement Date is not conditioned upon the completion of the Project or the status of
construction. The University is obligated to pay Rent from its General Revenues, consisting of all non-
appropriated income, revenues, and receipts of the University if and to the extent such funds are not
restricted in their use by law, regulation, or contract. The University’s obligation to pay Rent is not subject
to appropriation or abatement so long as the Issuer maintains a leasehold interest in the Leased Premises.
The University is obligated to pay Rent from its General Revenues, on an equal and ratable basis with the
University’s other outstanding and future General Revenue obligations, including without limitation its
General Revenue bonds, without preference, priority or distinction because of date of issue or otherwise.

Rent includes Base Rent and Additional Rent. Base Rent includes rent due under the Ground Lease as well as debt
service on the Bonds, as set forth on a schedule attached to the Lease. Base Rent representing debt service on the
Bonds and the Lump Sum Payment will be paid to the Trustee and the amount to be remitted on a monthly basis is
subject to periodic adjustment to take into account interest earnings in the Revenue Fund, payment of principal from
Bond proceeds remaining in the Project Fund after Project completion, or payment of principal from Bond proceeds
remaining in the Capitalized Interest Fund after the Rent Commencement Date and not directed to be used to fund
Project Costs.

Absolute Net Lease. The Lease is an absolute net lease. As of the Rent Commencement Date, all costs of the Issuer
in performing its obligations as landlord under the Lease, or as ground lessee under the Ground Lease or as a party
to the Reciprocal Easements Agreement, are passed through to the University under the Lease or are to be paid
directly by the University. In addition to Base Rent and the Lump Sum Payment, the University is required to pay
Additional Rent in an amount equal to the sum of the Additional Rent Components. The Additional Rent
Components consist of the cost of the Issuer’s insurance, taxes, accounting and financing costs, maintenance and
repair costs, easement payments, property management fees, utilities, janitorial and building services fees, interest
on the Bonds during the period between final completion of the Project and the Rent Commencement Date (if
applicable), and any payments required to be made to the Operating Reserve. The Operating Reserve is funded by
Additional Rent payments and is generally equal to the sum of 1/6th of the total projected sum of Additional Rent
Components for the current Lease Year, with certain exclusions, plus one month’s Base Rent. The Operating
Reserve is not pledged to the Bonds.

Use. Under the Lease the University may use and occupy the Premises for any purpose not prohibited by the
Ground Lease or by the Indenture, so long as such use does not jeopardize the Issuer’s status as a 501(c)(3) tax
exempt non-profit entity or the tax-exempt status of interest on the 2015A Bonds.

Project Construction and Management. The Issuer is obligated to cause the design, permitting and construction of
the Project and has entered into the Development Management Agreement. No later than two months prior to the
Rent Commencement Date, the Issuer is obligated to hire a Property Manager meeting specified requirements.

Under the Lease, the Issuer is obligated to exercise reasonable commercial best efforts to build the Project, in
accordance with plans and specifications developed by the University and the Issuer. The Issuer is obligated to pay
Project Costs from Bond proceeds. Under the Lease the University has covenanted that, to the extent that Project
Costs are in excess of the Project Funds, the University will pay all costs to complete the Project as the same
become due and payable. To the extent any Project Costs are incurred that have not been approved by the
University, the University has the right to direct or join claims under the Ground Lease, Development Management
Agreement, General Construction Contract, Architect’s Agreement, any warranty or other project contract. See
“THE PROJECT.”

Insurance. The Issuer is required to maintain property insurance covering loss of or damage to the Leased Property
in the full amount of its replacement cost with endorsement to cover code changes. The Issuer is further required to
maintain commercial general liability insurance, with limits of liability no less than $5,000,000 per occurrence and
in the aggregate, with coverage on an occurrence basis. The University is required under the Lease to maintain
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commercial general liability insurance (which may be through a captive insurer), with a liability limit of $2,000,000
per occurrence and $5,000,000 aggregate.

Damage,; Destruction. 1If the Premises are partially or totally destroyed by any casualty that is covered by the
required insurance, rendering the Premises partially or totally inaccessible or unusable the Issuer shall, if requested
by the University or required under the Indenture or the Ground Lease, restore the Premises to substantially the
same condition as they were in immediately before such destruction, if:

(1) The insurance proceeds available to the Issuer equals or exceeds the cost of such restoration,
(ii) Such restoration can be completed within 18 months,
(i) Such restoration is permitted under then existing laws to be done in such a manner as to return the

Premises to substantially the same condition as they were in immediately before such destruction, and
(iv) Such restoration is permitted (a) under the Ground Lease and (b) under the Indenture.

If the Issuer is required to repair or rebuild uninsured damage, all costs incurred by the Issuer for such repairs or
restoration not covered by insurance shall be paid by the University as Additional Rent.

If the Premises are partially or totally destroyed by any casualty and the conditions for restoration set forth above
cannot be met, the Issuer shall provide written notice to the University, the Bond Trustee, and any Bond Insurer.

No Abatement of Rent. If the Premises shall be rendered partially or wholly untenantable as a result of damage or
destruction of the Premises or the Project, and regardless of whether the Premises are reconstructed and repaired,
Rent is not to be abated under the Lease. Unless the Issuer fails to maintain a leasehold interest in the Leased
Property (such as in the event that the Issuer’s leasehold interest in the Premises is condemned as described below),
the University is required to continue to pay Base Rent and Additional Rent throughout the entire remaining term of
the Lease, without any offset, deduction, suspension, or other abatement.

Condemnation. Upon a condemnation of the Premises such that the use of the Premises by the University is not
economically sound, as reasonably determined by the University, the Issuer has a right to terminate the Ground
Lease and the Lease. The University’s obligation to pay Base Rent and Additional Rent will automatically
terminate on the date the condemnor has the right to possession of the Premises.

Absent such a determination, the Lease is to continue in full force and effect as to the remainder of the Premises,
and Rent is to continue without abatement except to the extent that the Ground Rent component of Base Rent is
reduced in accordance with any reduction of Ground Rent under the Ground Lease.

Defaults and Remedies. Section 17.1 of the Lease sets forth events of default by the University including any
failure to pay an installment of Rent or other payment when due within 10 Business Days after notice, and failure to
perform any other provision of the Lease within 30 days after notice, subject to an additional cure period. The
Issuer has the following rights and remedies in the event of a default by the University: to sue for Rent or any
amounts due under the Lease or any damages, to remedy any nonmonetary default of the University, to enter upon
the Premises to do any work or other things therein, or to maintain the University’s right to possession and continue
the Lease in effect whether or not the University has abandoned the Premises. In the event of any default by the
University, the Issuer also has the right, without terminating the Lease, to reenter the Premises and to remove all
persons and property from the Premises and take whatever actions may be necessary or advisable to relet, protect or
preserve the Premises. In case of such re-entry, the Issuer may relet the Premises upon such terms as are
commercially reasonable and for a term which may expire either before or after the expiration of the Lease Term but
not for a term longer than the stated maturity of the Bonds. In re-letting the Premises, the Issuer is required by the
Lease to restrict possible replacement tenants to those whose occupancy would have no adverse effect on the tax
exempt status of the 2015A Bonds, but within such category of qualified tenants the Issuer is required to take
reasonable measures to seek a maximum rental rate for reletting. See “BOND OWNERS RISKS—No Acceleration
of Rent.”
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Leasehold Deed of Trust and Other Security Documents

The Leasehold Deed of Trust grants a lien in favor of the Trustee on the Issuer’s leasehold interest in the Leased
Property and the Issuer’s ownership interest in the Project and all other rights of the Issuer as tenant under the
Ground Lease and grants to the Trustee certain remedies following a monetary event of default under the Indenture,
including inter alia, the right to foreclose the Issuer’s leasehold interest. By exercising this remedy, the Trustee
would have the right to take possession of the Premises. The Ground Lessor has not subordinated its fee interest in
the Leased Property to the lien created by the Leasehold Deed of Trust. The land that is the subject of the
Ground Lease is not pledged as security for the performance of any obligations with respect to the Bonds.

The Issuer, the University, and the Trustee will also enter into the subordination, attornment and nondisturbance
agreement, dated as of October 1, 2015 (the “Nondisturbance Agreement”), under which the University
subordinates all of its lessee’s right, title and interest under the Lease to the right, title and interest of the Trustee
under the Leasehold Deed of Trust and agrees to accept a subsequent landlord under the Lease and lessee under the
Ground Lease following a foreclosure under the Leasehold Deed of Trust, subject to further limitations as described
in the Nondisturbance Agreement. Further, the Trustee agrees to not terminate the interest of the University, as
lessee under the Lease, as long as the University is not in default under the Lease, subject to further limitations as
described in the Nondisturbance Agreement. Additionally, under the Assignment of Construction Agreements, the
Issuer will assign to the Trustee (for security purposes) its rights under the Development Management Agreement,
the construction contract with the General Contractor, the architect’s agreement; and all construction, architectural
and other agreements now or hereafter entered into by the Issuer relating to construction of the Project.

The Issuer and the Trustee also will enter into the Assignment of Leases under which the Issuer will assign to the
Trustee:

(1) all existing and future leases upon all or relating to any part of the Premises, including the Lease;
(i1) any and all guaranties of any tenants’ performance under any and all leases of the Premises; and
(ii1) the right to collect and receive all of the rents, income, receipts, revenues, issues, profits, and other

income of any nature pertaining to or arising from any lease of the Premises, including the Lease.

Amendments to the Principal Documents

The Indenture provides that it may be supplemented without consent of Registered Owners in certain circumstances
and that the consent of a majority of the Registered Owners is required for supplements in other circumstances
where the rights of Registered Owners will be materially adversely affected. In addition, the Indenture provides that
the Lease, the Leasehold Deed of Trust, the Ground Lease, the Development Management Agreement and the
Assignment of Leases (the “Other Documents”) may be amended without Registered Owner consent in certain
circumstances, and may be amended only with the consent of a majority of the Registered Owners in other
circumstances where the rights of Bond Owners will be materially adversely affected. See Appendix A.

Future Bonds

Under the Indenture the Issuer, upon the direction of the University, reserves the right to issue future obligations
only for refunding all or a portion of the Bonds or for the purpose of financing the repair or replacement of tenant
improvements to the Premises, with a lien and charge on the Trust Estate equal to the lien thereon of the Bonds (the
“Future Bonds”) upon compliance with the following conditions:

@) The Lease remains in effect and no Lease Default Event, both as defined in the Indenture, has occurred
and is then continuing;

(i1) The University and the Issuer shall have entered into and approved an amendment to or restatement of

the Lease providing for Base Rent payments sufficient to pay all payments of principal of, interest and
premium, if any, on all Outstanding Bonds and any Future Bonds;
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(i) The amendment or restatement of the Lease or a memorandum thereof shall have been recorded;

(iv) The Issuer and the Trustee shall have entered into a Supplemental Indenture, as defined in the
Indenture, providing for the creation of a bond fund for the payment of principal and interest on the
Future Bonds and (if applicable) other funds required to effect the refunding of all or a portion of

Bonds;
v) The final maturity of the Future Bonds shall not be later than the latest maturity of the Bonds; and
(vi) The Issuer and the Trustee shall have received an opinion of Bond Counsel to the effect that the

issuance of such Future Bonds is authorized under the Indenture and shall not adversely affect the tax-
exempt status of bonds originally issued on a tax-exempt basis or the status of the 2015A Bonds.

Debt Payment Record

The Bonds represent the first issue of the Issuer.

UNIVERSITY LEASE OBLIGATIONS PAYABLE FROM GENERAL REVENUES

The University has pledged its General Revenues to payment of its obligations under the Lease. “General Revenue”
or “General Revenues” means all non-appropriated income, revenues, and receipts of the University if and to the
extent such funds are not restricted in their use by law, regulation, or contract. For example, the following items are
restricted and, therefore, excluded from General Revenues:

(a) Appropriations to the University by the State from the State’s General Fund;

(b) Each fund the purpose of which has been restricted in writing by the terms of the gift or grant
under which such fund has been donated, or by the donor thereof;

(c) Fees imposed upon students as a condition of enrollment at the University, including but not
limited to services and activities fees, building fees (“Building Fees™) and technology fees; and

(d) Revenues and receipts attributable to the Metropolitan Tract Revenue (which consists of revenues
of 11 acres owned by the University in downtown Seattle, known as the “Metropolitan Tract”).

As noted under subsection (b) above, grants or other funds that are restricted by contract or donor terms are
excluded from General Revenues. Unrestricted fund balances, to the extent that they were accumulated from money
that was received as General Revenues, are included in and available to pay obligations secured by General
Revenues. Any interest subsidy received from the federal government with respect to General Revenue bonds is
included and available to pay obligations secured by General Revenues.

Additions to General Revenues

The University reserves the right to include in General Revenues, at its sole option, in the future, other sources of
revenue or income excluded in the definition of General Revenues. Such additions shall occur on the date and as
provided in a certificate executed by the controller of the University (the “Controller”) (or the successor to the
functions of the Controller). The Controller shall, in the case of additions of items or auxiliaries to General
Revenues, certify that for the preceding two Fiscal Years for which audited financial statements are available, the
item or auxiliary maintained a “coverage ratio” of at least 125 percent. In the event an auxiliary or item is added to
General Revenues, the obligations of that auxiliary or item may remain outstanding and have a prior claim on
auxiliary Net Revenue.

Deletions from General Revenues

The University reserves the right to remove, at its sole option, in the future, without limitation, any revenues from
General Revenues. The removal of General Revenues shall be evidenced by a certificate executed by the Controller
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identifying the items to be deleted. The University is not required to meet any coverage or other test prior to
removing revenues from General Revenues.

Additional Bonds

The University may incur additional obligations, including General Revenue bonds, Payment Agreements and lease
or other contractual obligations, that are payable from General Revenues, in addition to the University’s outstanding
General Revenue Notes (Commercial Paper) (the “Commercial Paper Notes”), outstanding General Revenue bonds,
the Lease and other lease and contractual obligations. There are no limitations, either statutory or contractual, that
would prevent the University from incurring such additional obligations.

Payment Agreements

To the extent permitted by State law, the University may enter into Payment Agreements payable from General
Revenues subject to the satisfaction of certain conditions precedent. Payment Agreements, as defined in chapter
39.96 RCW, include interest rate swaps entered into in connection with the issuance of bonds. The University
currently has no Payment Agreements in place.

Debt Payment Record
The University has never defaulted on the payment of principal of or interest on any of its bonds or other debt.
Future Debt

The University funds authorized projects based on projected cash flows. In addition to the Lease, the University
expects to issue approximately $80 million in General Revenue bonds by June 30, 2018 to fund University projects.
Additional projects may also be funded with bond proceeds, if approved by the Board. The University also from
time to time issues Commercial Paper Notes. See “UNIVERSITY DEBT AND DEBT SERVICE— General
Revenue Obligations.”

[Remainder of Page Intentionally Left Blank]
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UNIVERSITY DEBT AND DEBT SERVICE
General Revenue Obligations
The University’s General Revenue obligations take three forms:

(a) General Revenue bonds and Commercial Paper Notes. The University is authorized to issue Commercial
Paper Notes from time to time in an aggregate principal amount not to exceed $250 million, for University
purposes, pursuant to a Resolution of the Board adopted on June 16, 2009. The University issues
Commercial Paper Notes generally to provide interim financing for University projects. The University
provides self-liquidity for the payment of its Commercial Paper Notes, which are not secured by a bank
credit or liquidity facility.

(b) Leases and other contractual obligations payable from General Revenues.

(1) Leases Supporting Lease Revenue Bonds, including the Bonds. In addition to the Lease,
the University has entered into a number of financing and other leases in connection with
lease revenue bonds, which are payable from General Revenues. University lease
payments are applied to pay debt service on lease revenue bonds issued by the Washington
Economic Development Finance Authority or by nonprofit corporations (entities related to
the Issuer) issuing bonds on behalf of the University. Lease revenue bonds have financed
the prior phases of the University’s multi-phase South Lake Union biomedical research
facilities and other clinic, research and administrative facilities.

(i) Other Contractual Obligations. The University has entered into other contracts payable
from all or a component of General Revenues and, in some cases, other revenues.
Reimbursed State General Obligation Bonds (“Reimbursed Bonds”) refers to bonds
authorized by the State Legislature (the “Legislature”) and issued as State general
obligation bonds to provide proceeds to the University. These bonds are payable from all
or a component of General Revenues and, in some cases, other revenues.

(¢) Line of Credit. The University has entered into a Master Financing Agreement with JPMorgan Chase
Bank, N.A., which serves as a line of credit to be drawn upon in aggregate amount not to exceed $12
million through November 14, 2016, to finance short-term University assets.

The Lease, the outstanding General Revenue Bonds, the Commercial Paper Notes, other lease or contractual
obligations, and the University’s line of credit are equally and ratably payable from General Revenues without
preference, priority or distinction because of date of issue or otherwise.

[Remainder of Page Intentionally Left Blank]
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University Debt

The following table summarizes the University’s outstanding obligations by type.

TABLE 3:

UNIVERSITY OUTSTANDING OBLIGATIONS
(as of October 8, 2015)
(dollars in thousands)

Total
University Obligations
General Revenue Bonds $ 1,649,980
Leases (supporting lease revenue bonds)? 408,165
Reimbursed Bonds and Certificates of Participation(3 ) 156,365
Commercial Paper Notes"” 50,000
Equipment Leases/Other® 22,388
Subtotal: General Revenue Obligations $ 2,286,898
Component Unit Obligations'
Northwest Hospital and Medical Center " 12,294
Valley Medical Center® 79,035
Subtotal: Other Obligations $ 91,329
Total Obligations $ 2,378,227

(]

2
3)

“)
5)
©6)
)

@®)

Includes general revenue bonds in the aggregate principal amount of $195,510,000, which closed on September 23, 2015 (the “2015
General Revenue Bonds”).

Includes the Lease.

Includes approximately $25 million of Reimbursed Bonds paid from Metropolitan Tract Revenues, which are not included in General
Revenues.

Excludes commercial paper to be paid from proceeds of the 2015 General Revenue Bonds.

Includes the University's line of credit.

Debt obligations are non-recourse to the University, but assets and liabilities are consolidated on University financial statements.
Northwest Hospital & Medical Center ("Northwest") affiliated with the University in January 2010. General Revenues do not include
revenues of Northwest (now UW Medicine/Northwest dba Northwest Hospital & Medical Center). Excludes Northwest obligations
refunded with University commercial paper. See “UW Medicine— Components of UW Medicine—Northwest Hospital & Medical
Center.”

Valley Medical Center ("Valley") affiliated with the University in July 2011. General Revenues do not include Valley revenues. See
“UW MEDICINE—Components of UW Medicine—Valley Medical Center.” In addition to the obligations shown above, Valley (a
public hospital district under State law) has outstanding $239,856,412 of limited tax general obligation bonds payable from nonvoted
property taxes levied by the public hospital district, and from other legally available funds.

Source: The University.

[Remainder of Page Intentionally Left Blank]
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Additional detail on the Commercial Paper Notes is shown in the following table:
TABLE 4:
UNUSED COMMERCIAL PAPER AUTHORIZATION

(as of October 8, 2015)
(dollars in thousands)

Total
Maximum Amount Authorized $ 250,000
Less: Amount outstanding (50,000)
Unused commercial paper authorization as of October 8, 2015 $ 200,000

Source: The University.

General Revenue Debt Service Schedule

The following table provides the debt service-related Rent requirements for the Lease and the University's
outstanding General Revenue Bonds. The table also provides debt service requirements for other lease and other

contractual obligations payable from General Revenues. The table does not include debt service requirements for

the Commercial Paper Notes, authorized to be issued from time to time in the aggregate principal amount of up to
$250 million.

[Remainder of Page Intentionally Left Blank]
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TABLE S:

UNIVERSITY OF WASHINGTON
GENERAL REVENUE DEBT SERVICE SCHEDULE

Lease and Other

Obligations Paid
Fiscal Year General Revenue from General 2015 Lease Total Debt
Ending 6/30 Bonds"® Revenues?®® Payment Service™®
2016 $107,171,673 $ 61,950,615 $ 1,319,548 $ 170,441,836
2017 111,944,175 59,911,832 5,395,807 177,251,814
2018 112,707,169 53,052,936 29,850,807 195,610,912
2019 110,363,322 49,609,529 7,452,650 167,425,501
2020 110,155,181 44,362,278 7,451,650 161,969,109
2021 111,073,918 43,969,235 7,454,650 162,497,803
2022 111,078,315 42,648,749 7,451,150 161,178,214
2023 107,529,337 41,201,955 7,456,150 156,187,442
2024 107,503,074 36,176,863 7,453,900 151,133,837
2025 107,349,992 31,945,826 7,449,400 146,745,218
2026 107,186,257 25,942,312 7,447,400 140,575,969
2027 107,459,287 25,301,836 7,452,400 140,213,523
2028 106,947,446 21,341,291 7,453,650 135,742,387
2029 106,640,344 16,696,591 7,450,900 130,787,835
2030 103,795,171 14,965,752 7,453,900 126,214,823
2031 99,727,972 14,879,958 7,046,900 121,654,830
2032 98,256,440 14,800,912 7,049,900 120,107,252
2033 91,298,646 14,714,937 7,047,900 113,061,483
2034 87,275,932 14,621,888 5,170,650 107,068,470
2035 87,233,364 12,717,839 5,171,400 105,122,603
2036 127,365,729 12,618,662 5,170,400 145,154,791
2037 82,435,001 12,519,919 5,172,400 100,127,320
2038 82,677,344 12,410,684 5,171,900 100,259,928
2039 81,724,225 6,345,269 5,168,650 93,238,144
2040 102,780,496 6,225,985 5,172,400 114,178,881
2041 85,643,360 6,108,181 5,172,400 96,923,941
2042 85,767,121 5,981,204 5,171,200 96,919,525
2043 85,896,912 5,849,566 5,169,000 96,915,478
2044 83,573,887 — 5,170,600 88,744,487
2045 9,388,080 — 5,170,600 14,558,680
2046 7,583,700 — 5,168,800 12,752,500
2047 — — 5,170,000 5,170,000
2048 — — 5,168,800 5,168,800
Total¥® $ 2,927,532,868 $ 708,872,604 $ 224,697,861 $ 3,861,103,333

™" Includes the Outstanding General Revenue Bonds. Does not include Valley and Northwest debt service. Excludes Commercial Paper.

Includes the 2015 General Revenue Bonds.

Amounts reflect 100 percent of the University’s debt service schedule. Subject to continued sequestration or other Congressional action, the
University expects to receive an interest subsidy of up to 35 percent for certain outstanding bonds that were issued as Build America Bonds.
Such subsidies are not included in this table.

Includes lease and other contractual obligations payable from General Revenues, including lease obligations with respect to lease revenue
bonds, equipment leases, and Reimbursed Bonds and Certificates of Participation and does not include principal payments made on
commercial paper. Excludes the Lease.

Includes scheduled mandatory redemption payments.

Totals may not foot due to rounding.

Source: The University.

2)

3)

@)
)
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THE PROJECT

Overview. The Project is the second part of the third phase of a multi-phase development of a campus of
biomedical research facilities leased by the University’s School of Medicine (“SOM”) on the Leased Property and
adjacent property. Phase I, Phase II and the first phase of Phase 3 were completed on time and are fully assigned.
The Project is located in the South Lake Union area of Seattle, about three miles from the University’s main
campus, about 1.5 miles from downtown Seattle, and near other biomedical research facilities (including Seattle
Cancer Care Alliance and the Fred Hutchinson Cancer Research Center). The Project site is shown on the following
map.

Map of Project Site
(the Project is identified as “Phase 3.2”)

ﬂ UW MAIN CAMPUS - 3 MILES

. PHASE 3.2 - PROJECT SITE
|:| BROTMAN AND PHASE Il, PHASE 3.1 - BUILT
| ‘ |

i PHASE 3.3 - NOT BUILT

=l | [l i
+ DOWNTOWN SEATTLE - 1.5 MILES

UW MEDICINE LAKE UNION PHASE 3.2 PERKINS+WILL

The Project consists of the design, construction and equipping of a new building totaling approximately
165,000 gross square feet of biomedical research facilities, with three clinics and associated clinical research
facilities. The Project has access to the Shared Infrastructure that was constructed as part of Phase 3.1, including
two levels of parking, loading dock, and mechanical and electrical rooms.

The Project will be utilized by the SOM, whose grant awards have grown at an annual rate of five percent over the
past 15 years, with National Institutes of Health (“NIH”) funding for the SOM growing at an annual rate of five
percent since 2000. There is effectively no surplus research space on the University’s main campus. The campus
health sciences building is over 50 years old with mechanical infrastructure that is strained to support modern
biomedical research. Phases I, II and 3.1 of the multi-phase development on South Lake Union (“SLU”) currently
are fully assigned. The strategic importance of the SLU development to the SOM also is reflected in the substantial
investment SOM has made (over $375 million) in Phases I, 11, and 3.1.

Research at this site is expected to include new programs and expansion of existing programs including

microbiology, global health, kidney research, immunology, biomedical informatics, neurosciences, protein design,
gastrointestinal and behavioral assays. Each of these areas has historically received substantial NIH funding. In
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addition, the Project will include a primary care clinic as well as a diabetes clinic and an ophthalmology clinic
focused on retinal diseases, which will provide an opportunity to integrate clinical care and research. Space in the
Project is anticipated to be fully subscribed by SOM researchers and clinicians at the time of anticipated occupancy.

Construction of the Project. The Project will be constructed pursuant to the Development Management Agreement.
Under the Development Management Agreement, the Development Manager (an affiliate of the Ground Lessor) has
agreed to supervise and coordinate the design and permitting of the Project, to assist the Issuer in the retention of the
architect and General Contractor, and to administer and supervise construction of the Project by the General
Contractor. Perkins+Will is the architect for the Project. Pursuant to the Development Management Agreement,
the construction contract with the General Contractor is required, as to the building shell and core, to be on a cost
plus fee basis with a guaranteed maximum price. All of the construction contracts are required to have mandated
schedules for completion, contingency reserve line items satisfactory to the Issuer, a requirement for retainage for
all major categories of hard construction costs for which retainage is commonly utilized, and reasonable warranties
against construction defects.

The Master Use Permit for the Project has been issued, and the period for appealing the Master Use Permit has
expired. The Issuer is, however, seeking approval of a major revision to the Master Use Permit. A major revision is
subject to a public comment period and the approval of both the Seattle Department of Planning and Development
(“DPD”) and the City of Seattle Design Review Board (the “DRB”). A written decision on whether to approve the
revision would ordinarily be issued by DPD (reflecting the decisions of both DPD and the DRB) approximately four
to five months after the submission of a revised application. The decision is subject to administrative appeal.

If the Project revision is not approved, then Issuer would nonetheless be able to proceed with the Project as
described in the Master Use Permit, if a valid and fully complete building permit application is submitted to DPD
prior to the October 15, 2016 expiration date of the Master Use Permit, and a building permit is subsequently
issued.

The Issuer expects to enter into a guaranteed maximum price contract with the General Contractor in March 2016.
The Issuer expects to receive building and occupancy permits in the customary course of construction. Occupancy
is expected to occur in February 2018. See “SECURITY AND SOURCES OF PAYMENT FOR THE BONDS—
The Ground Lease.”

Payment of Project Costs. Under the Lease, the Issuer is obligated to exercise reasonable commercial best efforts to
build the Project improvements, in accordance with plans and specifications developed by the University and the
Issuer. The Issuer is obligated to pay Project Costs from Bond proceeds. Under the Lease the University has
covenanted that, to the extent that Project Costs are in excess of the Project Funds, the University will pay all costs
to complete the Project as the same become due and payable. To the extent any Project Costs are incurred that have
not been approved by the University, the University has the right to direct or join claims under the Ground Lease,
Development Management Agreement, General Construction Contract, Architect’s Agreement, any warranty or
other project contract. See Section 8.1 and 11 of the Lease included at Appendix A.

Property Management. Not later than two months prior to the Rent Commencement Date, the Issuer is required by
the Lease to select a property manager for the Premises (the “Property Manager”) with the concurrence of the
University. The Property Manager is required to be qualified and have expertise in the management of laboratory
and research facilities and experience with the University or other large, institutional tenants. In the event the
University is unsatisfied with the Property Manager, the Issuer is required, at the University’s expense, to seek to
find a replacement Property Manager meeting the required criteria.
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THE UNIVERSITY OF WASHINGTON (THE LESSEE)

In Fiscal Year 2014, more than 88,000 people studied and worked in approximately 22 million square feet of
University-owned and University-leased facilities. Of these people, approximately 62 percent were students and
38 percent were staff and faculty. With approximately 40,000 full-time and part-time employees, the University is
one of the largest employers in King County and the State.

The University includes three academic campuses, which are located in Seattle, Tacoma and Bothell. The
University provides baccalaureate, masters, doctoral and professional degree programs through 16 colleges and
schools including arts and sciences, built environments, business, dentistry, education, educational outreach,
engineering, environment, information, law, medicine, nursing, pharmacy, public affairs, public health, and social
work. The University offers more than 250 degree options across more than 150 programs. In the 2013-2014
academic year, the University awarded more than 15,000 degrees, including approximately 9,900 bachelor degrees,
3,900 masters degrees, 700 doctoral degrees and 500 professional degrees.

Governance

The University is governed by a 10-member Board of Regents, which includes one student of the University.
Regents are appointed by the Governor of the State (the “Governor”) with the consent of the State Senate, and,
except for the student member, hold their offices for six-year terms or until their successors are appointed and
qualified, whichever is later. The student member of the Board serves a one-year term from July 1 to June 30 of the
following year, or until his or her successor is appointed and qualified, whichever is later.

The Board of Regents is comprised of the following individuals:
William S. Ayer, Chair (Chairman and Former Chief Executive Officer, Alaska Airlines and Alaska Air Group).

Patrick M. Shanahan, Vice Chair (Senior Vice President and General Manager of Airplane Programs, Boeing
Commercial Airplanes).

Kristianne Blake, Member (President, Kristianne Gates Blake, P.S.).

Joanne Harrell, Member (Senior Director, e-Government Programs, Microsoft Corporation).

Jeremy Jaech, Member (Chief Executive Officer, SNUPI Technologies).

Constance Rice, Member (Managing Director, Knowledge Management for Casey Family Programs).
Rogelio Riojas, Member (President and Chief Executive Officer, Sea Mar Community Health Centers).
Herb Simon, Member (Simon Johnson, LLC).

Orin Smith, Member (Retired Chief Executive Officer, Starbucks Corporation).

Vanessa Kritzer, Student Member (University master’s degree student in public administration and business
administration).

) Pending State Senate confirmation.
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The University’s Administrative Officers include the following individuals:

Ana Mari Cauce, Interim President. Professor Ana Mari Cauce is the Interim President of the University. Dr.
Cauce joined the University’s faculty in 1986, and is a full professor with the departments of Psychology and
American Ethnic Studies, with secondary appointments in Gender, Women, and Sexuality Studies and the College
of Education. She became Interim President in March 2015, after a tenure as the University’s Provost and Executive
Vice President. Interim President Cauce has held numerous leadership positions at the University, including
Director of the University Honors Program, Chair of American Ethnic Studies, Chair of Psychology, Executive
Vice Provost, Dean of Arts and Sciences, and, most recently, Provost and Executive Vice President. Among the
recognitions she has earned through her career are the Dalmas Taylor Distinguished Contribution Award, the Luis
Fernando Esteban Public Service Award, the James M. Jones Lifetime Achievement Award of the American
Psychological Association, the Grace Hopper Exemplary Leadership Award, and the Distinguished Contribution
Award from the Society for Community Research and Action. In 1999, she joined a list of notable faculty by being
awarded the Distinguished Teaching Award, the highest honor the University gives to faculty members for their
work with students both within and outside the classroom. She was a recipient of the University’s Distinguished
Teaching Award. Dr. Cauce earned degrees in English and Psychology from the University of Miami, and a Ph.D.
in Psychology, with a concentration in Child Clinical and Community Psychology from Yale University. A
Presidential Search Advisory Committee and a national search firm have been selected by the Board of Regents to
assist in the Presidential selection process. The Presidential search is on-going. By November 30, 2015, unless
extended by agreement of the Board of Regents, the Committee is to submit to the Board of Regents a list of three to
five unranked recommended candidates.

Gerald J. Baldasty, Interim Provost and Executive Vice President, Interim Treasurer. Gerald J. Baldasty was
appointed Interim Provost and Executive Vice President on March 3, 2015, and was appointed Interim Treasurer on
August 1, 2015. He joined the faculty of the University in 1978, and is a professor of Communication and an
adjunct professor in two departments (Gender, Women and Sexuality Studies and American Ethnic Studies). Dr.
Baldasty is the author of three books (The Commercialization of News in the Nineteenth Century, E.W. Scripps and
the Business of Newspapers, and Vigilante Newspapers) and of numerous journal articles. He focuses his research
on communication and media history, particularly on political communication, media as businesses, and on race,
ethnicity and gender. He was chair of the Department of Communication from 2002 to 2008. He served as interim
dean, and then dean and vice provost, of the University's Graduate School from 2008 to 2012. From 2012 to March
2015, he was Senior Vice Provost for Academic and Student Affairs. He is a former director of the University
Teaching Academy. He has served on a wide variety of University committees and boards, including the University
Book Store board of trustees, Diversity Research Institute advisory board, University Press Committee, Graduate
Opportunity-Minority Achievement Program advisory board, and two faculty councils. He has been associate editor
and senior editor of Journalism History. Dr. Baldasty received the University Distinguished Teaching Award in
2000, and he received honorable mention for the Landolt Graduate Mentor Award that same year. He was named
one of the College of Arts and Sciences “Timeless Award” recipients in 2012. He received his Ph.D. in
Communications from the University in 1978, M.A. in Journalism from the University of Wisconsin-Madison in
1974 and B.A. in Communications from the University in 1972.

Paul Jenny, Senior Vice President, Planning and Management. Paul Jenny joined the University in July 2008 as
the Vice Provost of Planning and Budgeting. In his current role as Senior Vice President, Mr. Jenny oversees the
activities of more than 250 employees and 12 units including the Capital Projects Office, Office of the University
Architect, Real Estate Office, Office of Strategy Management, Planning and Budgeting, Institutional Analysis and
the Budget Office. He has extensive experience in academic resource management, strategic planning and
modeling, policy development, and budgeting. Prior to his appointment at the University, he served as the Associate
Vice Chancellor of Budget and Resource Planning at the University of California — Berkeley from 2004-2008 and
as Associate Director, Budget and Institutional Research, for the University of Alaska system from 2002-2004.
From 1999 to 2002 he was Director of Budget for the Brookings Institution in Washington D.C. Mr. Jenny’s
education includes an MBA with honors from Loyola University in New Orleans and a BA in Economics from the
University in 1992. He currently serves as immediate past president of the Western Association of College and
University Business Officers and serves on the National Association of College and University Business Officers
board. Additionally, Mr. Jenny serves on the board of the W Fund which focuses on early-stage investments in
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spin-outs from the University of Washington and other early-stage companies headquartered in the State. He is also
a member of the Governing Board of KEXP 90.3 public radio station.

Elizabeth Cherry, Associate Vice Provost of Compliance and Risk Services and Interim Vice President of Finance
and Facilities. Ms. Cherry joined the University as Director of the Office of Risk Management in 1988, and from
2004 to July 2015, was Executive Director of Risk Management. She is a member of the Risk and Insurance
Management Society, the University Risk Management and Insurance Association, the National Association of
College and University Attorneys, and the Society of Corporate Compliance and Ethics. She helped create the
University Complaint Investigation and Resolution Office, and in 2002, founded Portage Bay Insurance, the
University’s internal insurance company of which she serves as President. Ms. Cherry is a former member of the
University of Washington Club Board of Trustees (1999-2005, 2010-2012) and served as its president from 2004-
2007 and again from 2010-2012. She received her B.S. in Forestry and Resource Conservation from the University
of Montana and earned her J.D. in 1980 from the Northwestern School of Law of Lewis & Clark College. Ms.
Cherry also is a Certified Compliance and Ethics Professional with an international designation.

Dr. Paul G. Ramsey, CEO of UW Medicine, Executive Vice President for Medical Affairs and Dean of the School of
Medicine. Dr. Ramsey has served as the senior executive leader of UW Medicine since 1997. He came to the
University in 1978, following completion of his residency training in Internal Medicine at Massachusetts General
Hospital. He served as acting chair and then chair of UW Medicine from 1990 to 1997, when he was appointed to
his current administrative leadership position. Dr. Ramsey was the first holder of the Robert G. Petersdorf
Endowed Chair in Medicine in 1995. He has received the Distinguished Teacher Award from the University School
of Medicine’s graduating class three times (in 1984, 1986, and 1987) and the Margaret Anderson Award from the
University graduating class of 1989, which recognizes exceptional support of medical students. Dr. Ramsey’s
research has focused on the development of methods to assess physicians’ clinical competence. He has been the
Principal Investigator on multiple research grants related to assessment of physicians’ clinical skills, and served as a
Henry J. Kaiser Family Foundation Faculty Scholar in General Internal Medicine for five years. Dr. Ramsey
received the John P. Hubbard Award from the National Board of Medical Examiners in 1999 in recognition of his
research contributions in the field of evaluation. He has served on many national committees, including serving as
an elected member of the Association of American Physicians and the Institute of Medicine of the National
Academy of Sciences, and is a member of multiple organizations. Dr. Ramsey graduated from Harvard College with
honors in Biochemistry and received his M.D. from Harvard Medical School.

Accreditation

The University is accredited by the Northwest Commission on Colleges and Universities (“NWCCU”) and is a
member of the Association of American Universities. The University has been continuously accredited by
NWCCU, its regional higher education authority, since 1918. The University’s periodic NWCCU accreditation
evaluation was last completed in October 2013. NWCCU adheres to a seven-year accreditation cycle.

Admissions, Student Enrollment and Faculty Information

e For the 2013-2014 and 2014-2015 academic years, total student headcount" enrollment for the
University’s Autumn quarter was 53,072 and 54,670, respectively

e For the 2013-2014 and 2014-2015 academic years, FTE? students at the Seattle, Bothell and Tacoma
campuses for the Autumn quarter numbered 53,380 and 54,857, respectively

e For both the 2013-2014 and 2014-2015 academic years, approximately 70 percent of undergraduate and
graduate FTEs were in-State residents

" Including undergraduate, graduate and professional school students.

@ FTE defined as an undergraduate carrying 12 credit hours or a graduate student carrying 10 credit hours. FTE
enrollment exceeds headcount enrollment when students take more credit hours than the credit hour threshold equating to
one FTE.
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The following tables show the number of applicants to the University’s undergraduate, graduate and professional
schools, certain qualifications of these applicants, the number of applicants accepted into each school, the tuition
and fees for each school, and the number of students enrolled in Autumn quarter 2010-2014. In 2014, 79 percent of
undergraduate students were located at the Seattle campus, 11 percent at Bothell, and 10 percent at Tacoma. The
Bothell and Tacoma campuses are comprised primarily of undergraduate students. The University expects future
growth to occur largely at campuses other than the Seattle campus. As of July 22, 2015, freshman applications for
Autumn Quarter 2015 are estimated to be 41,265.

[Remainder of Page Intentionally Left Blank]
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TABLE 6:

Student and Enrollment?

Undergraduate Autumn Quarter
Freshmen 2010 2011 2012 2013?  2014%?
Applied 25,269 27,469 29,723 33,857 35,382
Accepted 14,753 16,527 18,152 19,560 20,510
Percent Accepted to Applied 58% 60% 61% 58% 58%
Enrolled 6,122 6,546 6,931 7,233 7,429
Percent Enrolled to Accepted 41% 40% 38% 37% 36%
Transfers 2010 2011 2012 2013 2014
Applied 7,430 8,277 8,415 8,809 9,480
Accepted 3,854 4,250 4,448 4,705 4,826
Percent Accepted to Applied 52% 51% 53% 53% 51%
Enrolled 2,783 3,046 3,084 3,252 3,308
Percent Enrolled to Accepted 72% 72% 69% 69% 69%
Undergraduate FTE 2010 2011 2012 2013 2014
Bothell 2,438 2,934 3,327 3,794 4,101
Seattle 27,964 28,118 28,011 28,597 29,359
Tacoma 2,431 2,775 3,064 3,346 3,565
Total All Campuses 32,833 33,827 34,402 35,737 37,025
Undergraduate Headcount 2010 2011 2012 2013 2014
Bothell 2,751 3,254 3,648 4,106 4,406
Seattle 30,093 29,822 29,771 30,148 31,099
Tacoma 2,771 3,116 3,366 3,641 3,826
Total All Campuses 35,615 36,192 36,785 37,895 39,331
Additional Enrollment Statistics: 2010 2011 2012 2013 2014
% of All Students From Outside State " 25% 32% 30% 30% 31%
% retention (Freshman to Sophomore) 92% 92% 91% 91% 92%
Mean GPA 3.69 3.70 3.69 3.69 3.69
Median GPA 3.76 3.77 3.76 3.77 3.76
% of class reporting GPA data 99% 100% 100% 100% 100%
Mean Combined SAT scores 1198 1193 1198 1200 1200
Median Combined SAT scores 1210 1210 1210 1220 1210
% of class reporting SAT data 90% 86% 86% 87% 84%

O]
2

Unless otherwise noted all figures include Seattle, Tacoma, and Bothell campuses.

In October 2015, 2013 and 2014 enrollment numbers will be restated to reflect first-time, first-year freshmen. This change in methodology
will slightly reduce previously reported numbers.

Source: The University.
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Student and Enrollment” Continued

Autumn Quarter

Graduate 2010 2011 2012 2013 2014
Applied 23,316 24,692 26,350 27,381 29,851
Accepted 6,844 7,493 8,106 8,980 9,106
Percent Accepted to Applied 29% 30% 31% 33% 31%
Enrolled 3,485 3,720 3,643 4,383 4,389
Percent Enrolled to Accepted 51% 50% 45% 49% 48%
Graduate FTE 12,499 12,820 13,049 13,557 13,751
Graduate Headcount 12,389 12,574 12,782 13,177 13,333

Professional Autumn Quarter

Law: 2010 2011 2012 2013 2014
Applied 2,560 2,656 2,930 2,624 2,946
Accepted 545 586 638 686 776
Enrolled 186 182 176 143 163
Law Headcount 528 520 527 508 493
Pharmacy: 2010 2011 2012 2013 2014
Applied 470 354 411 413 390
Accepted 86 108 123 131 121
Enrolled 80 94 99 96 90
Pharmacy Headcount 338 350 361 372 374
Dentistry: 2010 2011 2012 2013 2014
Applied 1,027 996 1,085 1,058 1,046
Accepted 79 80 83 82 85
Enrolled 63 63 62 63 63
Dental Headcount 242 258 260 262 262
Medicine: 2010 2011 2012 2013 2014
Applied 4,459 4,962 5,101 6,015 6,129
Accepted 270 285 272 296 287
Enrolled 216 219 220 235 240
Medicine Headcount 828 851 851 858 877
Total Professional FTE 3,970 3,932 3,949 4,086 4,081
Total Professional Headcount 1,936 1,979 1,999 2,000 2,006

() Unless otherwise noted all figures include Seattle, Tacoma, and Bothell campuses.

Source: The University.
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TABLE 7:

Tuition and Fees®”

(Full Academic Year)
Autumn Quarter
2011 2012 2013 2014 2015
Undergraduate Resident $ 10,574 $ 12383 $ 12397 $ 12,394 § 11,839
Undergraduate Non-Resident 28,058 29,938 31,971 33,513 34,143
Graduate Resident 13,438 14,698 15,666 16,683 17,496
Graduate Non-Resident 26,308 27,318 28,119 28,926 30,345
Business Masters Resident 26,338 27,608 28,950 30,339 31,200
Business Masters Non-Resident 38,408 40,158 42,126 44,175 45,450
Law Resident 26,608 29,948 31,983 31,980 31,962
Law Non-Resident 40,678 42918 45,024 45,021 44,124
Pharmacy Resident 20,778 24,018 26,325 26,496 28,362
Pharmacy Non-Resident 37,878 43,688 47,964 49,215 50,286
Medical Resident 25,548 28,268 30,186 32,220 33,759
Medical Non-Resident 54,528 57,198 59,175 61,206 64,194
Dentistry Resident 27,388 32,948 36,150 39,654 43,494
Dentistry Non-Resident 50,298 53,018 56,667 60,555 66,483

() Unless otherwise noted all figures include Seattle, Tacoma, and Bothell campuses.
Source: The University.

TABLE 8:
University FTE®
Autumn Quarter
2010 2011 2012 2013 2014
Undergraduate 32,833 33,827 34,402 35,737 37,025
Graduate 12,499 12,820 13,049 13,557 13,751
Professional 3,970 3,932 3,949 4,086 4,081

Total University FTE 49302 50,579 51,400 53,380 54,857

M Unless otherwise noted, all figures include Seattle, Tacoma, and Bothell campuses.
Source: The University.
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TABLE 9:

University Headcount”

Autumn Quarter

2010 2011 2012 2013 2014
Undergraduate 35,615 36,192 36,785 37,895 39,331
Graduate 12,389 12,574 12,782 13,177 13,333
Professional 1,936 1,979 1,999 2,000 2,006
Total University Headcount 49,940 50,745 51,566 53,072 54,670

() Unless otherwise noted, all figures include Seattle, Tacoma, and Bothell campuses.
Source: The University.

The following tables show faculty and student housing and dining data for Autumn quarter for the past five years.

TABLE 10:
FACULTY DATA
2010 2011 2012 2013 2014
Number of Faculty " 4235 4280 4356 4,497 4,561
Tenure Rate (%) 39%  39%  39%  37%  37%
Percent Holding Terminal Degree (Ph.D., MD, DDS)® 939%, 939%, 93%, 92% 939

" Effective October 31, 2013, faculty headcount is restated to reflect core faculty comprised of professorial, instructional, and

research categories. Headcount associated with temporary faculty categories is excluded.

Effective October 31, 2013, tenure rate percentage is restated using the core faculty total headcount comprised of
professorial, instructional, and research categories.

Effective October 31, 2013, terminal degree percentage is restated using the core faculty total headcount comprised of
professorial, instructional, and research categories.

Source: University 2014 Bondholder’s Report, Supplemental Bondholder Information section.

(e2)

3)

For Autumn quarter 2015, data reflects 100 percent occupancy of University housing at 6,998. Average room and
board cost for existing double housing in Autumn quarter 2015 is $10,576 for the academic year.

TABLE 11:

HOUSING AND DINING DATA

2011 2012 2013 2014" 2015%
Room and Board"": $7,785  $8,091  $9360  $10,055  $10,576
Autumn Opening Occupancy": 5,677 5,204 6,407 6,607 6,998
Occupancy®: 116% 114% 111% 114% 112%

(O]

Figures for Autumn 2014 and 2015 include residence hall units and exclude single student and family housing apartments.
(2)

Room and board pricing is for the full academic year. Room portion of annual room and board pricing is the weighted
average of all residence hall double rooms in inventory, and dining amount is for a representative meal plan.

Autumn opening occupancy is used to calculate capacity.

Effective October 31, 2014 numbers restated to reflect as-built capacity and 10th day occupancy (occupancy that exceeds
100% is the result of housing three students in a room designed for two).

Source:  University Housing and Dining.

3)
)
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General Revenues

As described under the heading “UNIVERSITY LEASE OBLIGATIONS PAYABLE FROM GENERAL
REVENUES,” General Revenues include all non-appropriated income, revenues, and receipts of the University if
and to the extent such funds are not restricted in their use by law, regulation, or contract. Unrestricted fund
balances, to the extent that they were accumulated from money that was received as General Revenues, also are
included in General Revenues.

The following table shows General Revenues and General Revenue balances of the University for Fiscal Years
2010 through 2014. General Revenues are displayed in two ways: first as gross University revenues minus
exclusions from General Revenues, and second as the components that comprise General Revenues.

TABLE 12:

GENERAL REVENUES
(dollars in thousands)

Fiscal Year

General Revenue (Exclusions from Total Revenue) 2010 2011 2012 20137 2014

Total Revenue $3,966,534 $4,346,940 $3,965,450 $4,601,792 $4,953,409

Less:
State appropriations (347,425) (296,769) (218,343) (218,165) (262,146)
Grant and contract direct costs (1,021,074) (1,110,531) (1,101,106) (1,109,871) (1,080,088)
Gifts (65,300) (86,823) (76,718) (101,823) (117,071)
Revenues of component units @ (199,085) (154,782) (156,653) (171,238) (161,247)
Student activities fees and U-Pass fees (26,886) (26,123) (30,827) (40,082) (43,539)
Student technology fees, student Building Fees, student loan funds (37,273) (43,706) (58,220) (66,726) (71,576)

Trust and endowment income, net unrealized gains on noninvested funds
investments, Metropolitan Tract net operating income, component unit

investment income, and other restricted investment income (259,634) (360,298) 17,738 (324,901) (440,903)
Capital appropriations (32,539) (37,255) (6,066) (47,123) (7,693)
Capital grants, gifts and other (16,005) (35,622) (25,514) (26,763) (26,156)
Other nonoperating revenues (expenses) 8,861 12,946 18,330 19,780 (42,816)
Gifts to permanent endowments (43,943) (74,422) (53,259) (57,882) (55,541)

Total General Revenues $1,926,231 $2,133,555 $2,274,812 $2,456,998 $2,644,633

General Revenue Components:
Student tuition and fees (less student activities fees, U-Pass

fees, technology fees, Building Fees and loan funds) $463,798 $525,085 $601,964 $711,056 $733,815
Grant and contract indirect costs 228,111 248,274 247,835 246,502 242,773
Indirect funds distributions and net invested funds unrealized gains and losses ® 49,118 34,372 51,861 16,340 39,742
Sales and services of education departments 166,810 165,475 185,521 198,320 212,592
Auxiliary systems and patient services @ 963,261 1,085,871 1,125,187 1,194,740 1,332,929
Other operating revenues 55,133 74,478 62,444 90,040 82,782

Total General Revenues $1,926231  $2,133,555  $2,274.812  $2,456,998  $2,644,633

General Revenue Balances
Accumulated General Revenue Balances $992,307 $1,189,010 $1,240,322 $1,459,610 $1,614,991

) See accompanying notes to the University of Washington Supplementary Information, June 30, 2014 and 2013 (in Appendix B).

@ Excludes revenues from Northwest Hospital & Medical Center and Valley Medical Center. See “UW MEDICINE—Components of UW
Medicine.”

Source: The University's General Revenue Audit Supplement.
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Overview of General Revenues

Financial support is received by the University from a variety of sources, including grants and contracts, patient
services, tuition and fees, State funding, gifts, auxiliary enterprises, investment income and sales and services. As
shown in the table entitled “GENERAL REVENUES,” several of these sources are unrestricted and are included in
General Revenues: auxiliary systems and patient services, student tuition and fees (less student activities fees, U-
Pass fees, technology fees, Building Fees and loan funds), grant and contract indirect costs, sales and services of
educational departments of the University, other operating revenue, and invested funds distribution and net invested
funds’ unrealized gains and losses.

The following charts show the General Revenue components for Fiscal Year 2014 with a breakout of the auxiliary
systems and patient services components of General Revenues for that fiscal year.

GENERAL REVENUE COMPONENTS FISCAL YEAR 2014

___ Other Operating - . .
Sales and Services_ ' Revenue, 3% Auxiliary Systems and Patient Services
of Educational
Departments, 8% Housing and

_ Food Services, 4%

Invested Funds, 3%

Source: The University.

The following describes the largest components of General Revenues, which include auxiliary systems and patient
services, student tuition and fees, and grant and contract indirect costs.

Auxiliary Systems and Patient Services. Since the University incorporated auxiliary systems and patient services
revenue into General Revenues in 2009, these revenues have represented the largest component of General
Revenues. Auxiliary systems and patient services revenue include patient services, housing and food services, other
auxiliary enterprises, sports programs and other UW Medicine revenues. Auxiliary systems and patient services
represent 50% of General Revenues in Fiscal Year 2014, and patient services and other UW Medicine revenues are
80% of that component. See “UW MEDICINE” for a discussion of UW Medicine and its component units.

Student Tuition and Fees. Student tuition and fees represent the second largest component of General Revenues.
Student tuition is established by the Board within the tuition-setting authority delegated by the Legislature. After
legislative action concluded in late June 2015, the University maintained its long-standing authority to set tuition for
all categories of students, with the exception of undergraduate residents. The University has tuition setting
authority for nonresident and graduate student tuition. For Fiscal Years 2016 and 2017, the Legislature reduced
resident undergraduate tuition rates by five and 15 percent over Fiscal Year 2015 rates, respectively, and limited
future increases as follows. Beginning in 2017-18, the University may increase resident undergraduate tuition by
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no more than the average annual percentage growth rate in the median hourly wage for Washington for the previous
14 years.

The State’s adopted 2015—2017 biennial operating budget requires that the University maintain a minimum
enrollment level, which is below the current actual level. Growth plans are for minimal increases in enrollment at
the Seattle campus and continued growth at the Tacoma and Bothell campuses of five to nine percent per year. See
“Other University Financial Information — State Funding.”

In addition to tuition, the University charges its students a variety of other fees. The degree to which these fees can
be increased is governed by the provisions of Initiative 960, its reenacting initiatives, and each omnibus
appropriations act signed into law annually. As described under the heading “INITIATIVES—Initiative 960,”
Initiative 960 requires Legislative approval of fee increases and any new fee. The adopted State biennial operating
budget allowed the Board to increase fees in Fiscal Years 2010 through 2016 by amounts judged reasonable and
necessary by the Board. Fees include summer quarter tuition, fee-based and self-sustaining degree and certificate
programs, services and activity fees, student technology fees, course and lab fees, and other administrative fees.
Certain other fees collected through proprietary transactions are also included in General Revenues, but may not be
considered fees subject to Initiative 960.

The University also has authority from the State to waive tuition and fees. Tuition waivers are used to assist low-
income students, recruit outstanding students, and recruit and support graduate teaching and research assistants.
Tuition can be waived by the University for students meeting certain eligibility requirements consistent with these
objectives. Student tuition and fees revenue figures included in this Official Statement exclude amounts waived.

Grant and Contract Indirect Costs. Grant and contract indirect costs constituted the third largest component of
General Revenues in Fiscal Year 2014. Grant and contract indirect costs fund a wide variety of research and
training programs at the University. In each year since 1974, the University has been among the top five
universities in the nation, both public and private, in federal research and training funds awarded. The University’s
expectations with regard to future grant and contract revenue are informed by its awards. Awards are received by
the University over one or more fiscal years and, when received, are presented as grant and contract revenues in the
University’s financial statements (see “APPENDIX B—AUDITED FINANCIAL STATEMENTS AND
REQUIRED SUPPLEMENTAL INFORMATION OF THE UNIVERSITY (FISCAL YEARS ENDED JUNE 30,
2014 AND 2013”) for more information regarding grant and contract revenues for Fiscal Years 2014 and 2013).
The following award information provides information regarding the University’s grant and contract awards.

TABLE 13:

GRANT AND CONTRACT AWARDS
(dollars in millions)

2011 2012 2013 2014 2015

Federal Grants and Contracts $ 1,245 $1,187 $ 981 $ 1,084 $ 1,037
Without ARRAV 1,087 1,180 972 1,083 1,036
Non-Federal Grants and Contracts 253 284 287 302 264
Total® $ 1,498 $ 1,471 $1,238 $ 1,386 $ 1,301
Total without Student Financial Aid $ 1,396 $ 1,364 $1,123 N/A® N/A®

()" Federal grants and contracts excluding amounts awarded pursuant to the American Recovery and Reinvestment Act of

2009 (“ARRA”).

Totals subject to change per negotiations with sponsors after fiscal year end.

External financial aid grants to undergraduates were removed from totals starting in Fiscal Year 2014.
Source: The University.

2
3)
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Other University Financial Information

This section introduces components of University revenues (including but not limited to components of General
Revenues) and notes recent trends.

Patient services revenue has increased, most notably with the addition of Northwest in Fiscal Year 2010 and Valley
in Fiscal Year 2012. As part of fulfilling its mission of improving the health of the public, UW Medicine's goals
include becoming a leading Accountable Care Organization (“ACO”). This work includes measuring and
improving the health of those served, effectively coordinating care across a continuum of care settings, providing
the appropriate care in the appropriate location while operating in a dynamic environment as the federal and state
governments implement healthcare reform.

Based on preliminary unaudited Fiscal Year 2015 results, as a whole the clinical enterprise has exceeded budgeted
levels. Of the four hospitals owned or operated by the University, three have preliminary unaudited Fiscal Year
2015 results exceeding budgeted levels. Northwest has not met budget expectations for a variety of reasons
including payer mix and patient volumes. Management is currently developing a five-year financial plan for
Northwest including clinical program development.

In recent years tuition revenue has grown as State appropriations to the University have declined. In Fiscal Year
2015, State support for the University is approximately $155 million less than what it was at its peak at the start of
Fiscal Year 2009, and the amount of tuition revenue collected from students has more than doubled in the last six
years. Despite facing required increases to K-12 funding over the next several years, in its most recent budget the
State Legislature substantially increased appropriations to the University to help offset significant tuition reductions,
modifying this trend.

Undergraduate applications for all campuses have been strong; 35,382 applications were submitted for Autumn
2014 and 20,510 were accepted. Undergraduate applications for Autumn 2015 were the largest in the University’s
history. As of July 22, 2015, total applications were calculated at 41,265, 17 percent higher than Autumn 2014.
Official annual totals will be available on October 15, 2015. Matriculation rates have declined slightly, averaging 38
percent over the last four years.

Fiscal Year 2015 grants and contracts awards were $1.3 billion, which represents a six percent decline over Fiscal
Year 2014. In large part the decline is due to Federal sequestration in Fiscal Year 2013. Specifically, sequestration
in Fiscal Year 2013 pushed multiple awards into Fiscal Year 2014, creating a timing lag that increased Fiscal Year
2014 values and makes year-over-year comparisons difficult. The federal budget remains under significant pressure;
ongoing federal funding for research could be impacted.

Philanthropic support declined slightly in Fiscal Year 2015 from a historic high level in Fiscal Year 2014, but still
remained strong, with private grants and gifts totaling $449 million.

University revenues may be restricted in whole or part and, to the extent restricted, are excluded from General
Revenues. Appropriated revenue is also excluded from General Revenues. These revenues are, however, important
components of the University’s overall financial situation. The following provides an overview of University total
revenue (including Northwest and Valley revenue).

University Total Revenue by Source. The following shows the University’s $5.8 billion in total revenue by source
for Fiscal Year 2014.

[Remainder of Page Intentionally Left Blank]
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UNIVERSITY TOTAL REVENUE BY SOURCE, FISCAL YEAR 2014
(dollars in millions)

State Funding,

= $270(5%)

(%ﬁnﬂsaﬂa
$1,327(23%)

*  Patient Services revenue includes Northwest Hospital and Valley Medical Center.
Source: The University.

University Expenditures. Based on Fiscal Year 2014 financial statements (including Northwest and Valley), 35
percent of the University’s $5.2 billion in expenditures for Fiscal Year 2014 supported the two primary functions of
the University: instruction (20 percent) and research (15 percent). Other expenditures include medical-related
expenses (35 percent), academic support services (six percent), depreciation (six percent), auxiliary enterprises (six
percent), institutional support (four percent), scholarship and fellowships (three percent), and other (six percent).”

University Net Assets. As of June 30, 2014, the University had total net assets of approximately $6.96 billion, an
increase of five percent over Fiscal Year 2013 (due in part to the addition of Valley in Fiscal Year 2012).
Investment in buildings, improvements and land was approximately $2.1 billion as of June 30, 2014, net of related
debt. Including Northwest and Valley, unrestricted net assets equaled 29.6 percent of total net assets at the end of
Fiscal Year 2014.

State Funding. The State appropriates funds for certain University operating expenses and for a portion of the
University’s capital budget. These appropriations are subject to the Legislature’s biennial budget process. The
following table shows University expenditures of State operating and capital appropriations to the University since
2010:

5 .
Totals may not foot due to rounding.

-35-



TABLE 14:
EXPENDITURES OF STATE APPROPRIATIONS

TO THE UNIVERSITY BY TYPE
(dollars in millions)

Fiscal Year

2010 2011 2012 2013 2014 2015
Operating Appropriations $ 3035 $ 2968 $ 2183 $ 2182 $ 2621 $ 2552
Capital Appropriations 324 373 6.1 47.1 7.7 20.8
Total Appropriations $ 3359 § 3341 $ 2244 $ 2653 $ 2698 § 276.0

Source: The University.

State legislative appropriations comprised approximately five percent of the University’s total revenue in Fiscal
Year 2014. State appropriations for the 2013-15 biennium increased 20 percent over the 2011-13 biennium. State
appropriations for the 2015-17 biennium are currently budgeted to exceed the previous biennium by 24 percent.

The 2015 Legislature passed a final compromise operating budget for the 2015-17 biennium after two special 30-
day sessions. Despite facing constitutionally-required increases to K-12 funding over the next several years, the
final State budget includes targeted investments in public higher education including in computer science and
engineering and health sciences and medical residencies, and a reduction in the tuition fees charged to resident
undergraduate students. The reduction in the operating fee portion of tuition is addressed in part through increased
State appropriations, and the University expects the balance of the 2015-2017 reduction to be addressed in the
Legislature's 2016 supplemental budget. Although student tuition is a component of General Revenues, state
appropriations are excluded.

In addition, the Legislature authorized salary increases and provided partial funding for those increases based on the
assumption that tuition rates for students other than resident undergraduates would grow with inflation and cover
compensation increases for faculty and staff.

The Legislature continues to face budgetary pressure as a result of court-mandated increases in K-12 education
funding. Article IX of the Washington State Constitution provides that it is the “paramount duty” of the State to
make “ample provision” for basic education. A 2012 Washington Supreme Court decision (McCleary v.
Washington) held that the State was not adequately funding K-12 education to this constitutional standard. The
Court reserved jurisdiction to enforce its ruling and required the State to provide an annual report summarizing
actions taken to achieve compliance within 60 days following the adoption of the State budget through 2018. In
September 2014, the Court held the Legislature in contempt for its failure to put forth a complete funding plan. The
Court gave the Legislature through the 2015 legislative session to lay out its plan to fully fund basic education by
the 2017-18 school year. The Legislature increased funding for K-12 education in its most recent session. On
August 13, 2015, the Court found that the Legislature had not achieved full constitutional compliance and imposed
sanctions in the form of a $100,000 per day fine. This penalty may be abated if the Legislature calls a special
session that results in achieving full compliance. See BOND OWNERS RISKS—Uncertainties of State Legislation
and Initiatives.

Relationship to Federal Funding Sources, Sequestration. The two largest sources of University funding — patient
services and grants and contracts — benefit directly or indirectly from federal funding. Research funding from
federal sources continues to be a large part of the University’s total research revenues. Federal funding represented
78 percent of the University’s total research revenues in Fiscal Year 2014. Medicare and Medicaid payments
represented 38 percent of total patient services revenues in Fiscal Year 2014. See “OTHER UNIVERSITY
INFORMATION—Risk Management.”
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Fiscal Year 2014 University data for the federal fiscal year show a five percent increase in NIH funds and no change
in National Science Foundation funds compared to Fiscal Year 2013. The University experienced no change in total
federal research funds between 2014 and 2013 on a federal fiscal year basis.

Investments; Invested Funds and Endowment Funds

The Board is vested by statute with the responsibility to manage the University’s assets, including its investments.
Depending upon whether investments are restricted or unrestricted, investments may be available for payment of
General Revenue obligations. Unrestricted fund balances, to the extent that they were accumulated from money that
was received as General Revenues, are included in and available to pay obligations secured by General Revenues.

The Board delegates to its Finance and Asset Management Committee the responsibility to oversee the investment
program. The Chief Investment Officer of the University directs the day-to-day activities of the investment
portfolio, including the selection of investment managers who invest the University’s funds based on the
University’s objectives and policies. Investment performance is reviewed quarterly by the University’s Investment
Committee, which is an advisory committee. Information regarding the balances of and returns on the University’s
operating and endowment funds is reported to the Finance and Asset Management Committee on a quarterly basis.
Balances and returns on these funds have varied, sometimes significantly, from period to period.

Invested Funds. The total value of the University’s operating fund investments (currently referred to as the
University’s “Invested Funds™) as of June 30, 2015 was $2.46 billion, including the portion invested in the
Consolidated Endowment Fund (“CEF”) as described below. The Invested Funds Pool currently consists of four
pools: the Cash Pool, the Liquidity Pool, the Diversified Investment Pool and the Capital Assets Pool (“CAP”). The
Cash and Liquidity Pools are invested primarily in short-term and intermediate-term, high quality, fixed-income
securities to meet the day-to-day obligations of the University. The Diversified Investment Pool holds CEF units
that are intended to enhance the overall portfolio return. In May 2014, the Board approved the CAP, which allows
funds to be spent on approved University capital projects. The size of this pool is targeted at 10 percent of the
Invested Funds, and the maximum size is limited by policy to 15 percent of the Invested Funds.

University policy stipulated the following minimum and maximum percentages that the Invested Funds may be

invested in these pools as of March 31, 2015. The percentages that were invested in these funds for the periods
ended June 30, 2014 and June 30, 2015 (prior to adjustment to incorporate CAP) are shown below:

TABLE 15:

Percentage Investment By Pool

Policy % % June 30, 2014 % June 30, 2015
Cash Pool 10%-40% 34% 28%
Liquidity Pool 25%-60% 37% 34%
Diversified Investment Pool 15%-45% 29% 33%
Capital Assets Pool 0%-15% 0% 5%

[Remainder of Page Intentionally Left Blank]
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Consolidated Endowment Fund. The total value of the CEF as of June 30, 2015 was $3.1 billion (including $806
million of units owned by the Invested Funds). For the 10 consecutive fiscal years that ended June 30, 2015, the
average annual return on the CEF was 7.5 percent. The following table shows the value of the CEF in Fiscal Years
2005 through 2015. See “APPENDIX B—AUDITED FINANCIAL STATEMENTS AND REQUIRED
SUPPLEMENTAL INFORMATION OF THE UNIVERSITY (FISCAL YEARS ENDED JUNE 30, 2014 AND
2013),” which includes notes to the financial statements detailing the investment of the CEF.

Consolidated Endowment Fund Market Value
($ 1n millions)

$3,500
$3,076

$3,000 $2,833
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$2,008 $2.161 $2.154 ¢2.111
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' $1.700 $1,649
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$1,000
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Source: The University.

Endowment Distributions. Under the Board-approved spending policy for the CEF, quarterly distributions to
programs are made based on an annual percentage rate of four percent, applied to the five-year rolling average of
the CEF’s market valuation. This policy was effective with the December 2010 quarterly distributions, with the
five-year averaging period implemented incrementally. The spending policy calls for an administrative fee of one
percent to support fundraising and stewardship activities (0.8 percent) and investment management (0.2 percent).
Similar to program distributions, the administrative fee is based on the CEF’s five-year average market value.

Gifts and Fundraising

A principal source of funding for the University is private (non-governmental) support. In Fiscal Year 2015, the
University received $448.7 million in total private support from 107,376 donors. This is up from the trailing five-
year average of $351 million. Of the $448.7 million received, approximately $227 million was private gifts and
approximately $221.7 million was private grants. The University is in the early stages of its third comprehensive
campaign, with a goal to raise $4 billion.

UW MEDICINE

UW Medicine is an integrated health system that owns or operates Harborview Medical Center (“Harborview”),
Northwest, Valley, UW Medical Center, UW Neighborhood Clinics, UW Physicians, SOM and Airlift Northwest.

Components of UW Medicine

Harborview Medical Center. Harborview is owned by King County and managed by the University. Harborview is
a Level 1 adult and pediatric trauma and burn center with 413 licensed beds that offers specialty care in nearly every
area of medicine. Harborview’s primary mission is to provide and teach exemplary patient care and to provide
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health care for those patients King County is obligated to serve. Harborview’s financial results are not included in
the University’s financial statements.

Northwest Hospital & Medical Center. Northwest is a 281 licensed bed hospital in North Seattle, which affiliated
with UW Medicine on January 1, 2010. Northwest is a non-profit community hospital offering comprehensive
medical, surgical and therapeutic services. Northwest is a discretely presented component unit of the University.

Valley Medical Center. Valley is a 321 licensed bed hospital in Southeast King County, and is a full-service acute
care public hospital serving over 600,000 patients. On July 1, 2011, Valley entered into a strategic alliance with
UW Medicine. In addition to the hospital, Valley operates a network of more than two dozen primary care, urgent
care and specialty clinics throughout Southeast King County. Valley is a discretely presented component unit of the
University.

UW Medical Center. UW Medical Center is a 450 licensed bed hospital that is a division of the University. UW
Medical Center provides highly specialized healthcare to patients throughout the Pacific Northwest and also serves
as a major clinical, teaching and research site for students and faculty of the University. In 2014, UW Medical
Center began phase two of the Montlake Tower project to construct three shelled inpatient floors including the
addition of intensive care, medical/surgical beds and operating rooms. Phase two is expected to be completed by
June 2017.

UW Neighborhood Clinics. UW Neighborhood Clinics is a network of primary care clinics with 10 locations
throughout the greater Seattle area. The clinics offer a complete spectrum of primary care services for the entire
family from pediatrics to geriatrics, as well as ancillary services, including on-site laboratory, X-ray facilities and
nutrition services.

UW Physicians. UW Physicians is the physician practice group for more than 2,000 physicians and other healthcare
professionals associated with UW Medicine. UW Physicians provides primary and specialty care totaling more than
one million patient visits each year.

UW School of Medicine. The SOM was founded in 1946 and is recognized for training primary care physicians and
for advancing medical knowledge through scientific research. Physician faculty members of the SOM staff UW
Medical Center, Harborview, and UW Neighborhood Clinics, as well as the Puget Sound Veterans Affairs Health
Care System, Seattle Cancer Care Alliance and Seattle Children’s Hospital.

Airlift Northwest. Airlift Northwest is a medical transport service that works with first responders throughout
Washington, Alaska, Montana and Idaho to transport critically ill and injured patients to local hospitals, regional
trauma centers or specialty care facilities.

[Remainder of Page Intentionally Left Blank]
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Financial Information and Patient Activity Statistics

TABLE 16:

UW Maedical Center, Northwest and Valley Financial Information
Fiscal Years 2010-2014 (in thousands)

2010 2011 2012 2013 2014
UWMC

Total Operating Revenue $811,461 $847,861 $877,548 $920,705 $967,651

Net Income 73,161 59,891 36,026 5,798 14,096
Valley

Total Operating Revenue N/AW N/AW $436,407 $451,012 $474,196

Net Income N/AW N/AW (5,899) (13,035) 6,149
Northwest

Total Operating Revenue N/AW $275,839 $300,089 $327,807 $324,342

Net Income N/AW (8,390) (2,700) 9,284 (4,755)
Combined

Total Operating Revenue $811,461 $1,123,700 $1,614,044 $1,699,524 $1,766,189

Net Income 73,161 51,501 27,427 2,047 15,490
() Northwest affiliated with the University in 2010, and Valley affiliated in 2011.
Source: The University.

TABLE 17:
UW Maedical Center, Northwest and Valley Patient Activity Statistics
Fiscal Years 2010-2014
2010 2011 2012 2013 2014

UWMC

Admissions 19,260 18,919 17,915 17,728 18,033

Outpatient Visits 323,393 306,825 300,487 284,870 291,375

Emergency Visits 25,602 24,119 23,487 22,977 25,338
Valley

Admissions N/AD N/AD 16,842 17,477 16,693

Outpatient Visits N/AW N/A® 344,947 362,274 403,169

Emergency Visits N/AY N/AY 75,586 74,202 73,763
Northwest

Admissions N/A® 9,576 9,127 9,974 9211

Outpatient Visits N/AW 161,297 193,992 195,978 193,387

Emergency Visits N/AW 35,146 33,832 33,942 34,276
Combined

Admissions 19,260 28,495 43,884 45,179 43,937

Outpatient Visits 323,393 468,122 839,426 843,122 887,931

Emergency Visits 25,602 59,265 132,905 131,121 133,377

() Northwest affiliated with the University in 2010, and Valley affiliated in 2011.
Source: The University.
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Recent Developments

UW Medicine Strategic Planning; Collaborations. In September 2013, UW Medicine signed a strategic
collaboration with PeaceHealth for UW Medicine to serve as PeaceHealth’s complex tertiary and quaternary health
system for specialty care. The agreement is to allow both organizations to work together on improving the quality,
safety and cost-effectiveness of care. The two organizations will remain legally independent and there is no change
in the governance or mission of either organization.

In March 2014, UW Medicine and Capital Medical Center (Olympia, Washington) signed an agreement selecting
UW Medicine as the healthcare system of choice for complex tertiary and quaternary care for Capital Medical
Center patients. This strategic collaboration, effective April 1, 2014, is intended to provide Capital Medical Center
patients prompt access to advanced services while allowing the organizations to work together to continue
improving the quality, safety and cost-effectiveness of care in the South Puget Sound region.

In 2014, UW Medicine formed an accountable care network (“ACN”) with certain other health care organizations
and healthcare professionals in Western Washington. The UW Medicine ACN was formed to focus on keeping
people healthy and out of the hospital by employing evidence-based preventive measures to identify and treat
underlying health problems early before they become chronic conditions. UW Medicine and its ACN members
entered into agreements to provide health care services to employees of The Boeing Company beginning in January
2015. Agreements are also in place to provide healthcare services to the employees of the State of Washington in a
five-county Puget Sound area beginning January 2016. These arrangements provide opportunities for shared
savings between the ACN and the employers based on achieving quality and financial benchmarks. If the ACN does
not attain certain financial benchmarks, UW Medicine, along with contractually agreed upon risk-sharing payments
from its ACN members, will pay the employers based on their agreement.

In 2015, UW Medicine, Skagit Regional Health and Cascade Valley Hospital and Clinics entered into a Clinical
Affiliation Agreement intended to create a long-term and durable affiliation to integrate clinical programs to achieve
the “Triple Aim” of better care for individuals, better health for populations and lower per capita costs.

OTHER UNIVERSITY INFORMATION
Labor Relations

The University employs approximately 40,000 full-time and part-time employees, of whom approximately 17,500
are unionized. Pursuant to chapter 41.80 RCW, the University negotiated collective bargaining agreements to cover
the 2015-2017 biennium with the Inland Boatmen’s Union of the Pacific (mariners), Service Employees
International Union (“SEIU”) Local 925 (clerical and healthcare employees), the Washington Federation of State
Employees (service, library, public safety, skilled trade employees), and UW Police Management, also represented
by the Washington Federation of State Employees, and the Teamsters Local Union No. 117 (police officers).
Combined, these unions cover approximately 8,700 employees in 16 bargaining units.

The University entered into negotiations with SEIU Local 1199NW (registered nurse, healthcare specialist, imaging
tech, social worker, anesthesia and respiratory tech employees at Harborview Medical Center), and the Washington
State Nurses Association (registered nurses at the UW Medical Center) for 2015-2017 collective bargaining
agreements in spring of 2015, and negotiations are still ongoing.

As far as agreements covered by chapter 41.56 RCW, the University concluded negotiations for the first collective
bargaining agreement with the American Federation of Teachers Local 6486 (representing approximately 65
English language extension lecturers within UW Educational Outreach) in July 2014, effective through June 2017.
In spring 2015, the University reached agreement on a three-year agreement with the United Auto Workers
(“UAW?”) Local 4121, representing approximately 4,500 academic student employees, which will expire on April
30, 2018. The University also reached agreement with the graphic communications bargaining unit, now
represented by the Teamsters Local 117 as well, on a contract spanning July 1, 2015, to June 30, 2017. In
September 2014, the UW Housestaff Association was certified (under chapter 41.56 RCW) as the official labor
union for approximately 1,300 medical residents and fellows at the University. Negotiations for an initial collective
bargaining agreement commenced in January 2015, and are still ongoing.

41-



The University is currently in discussion with all unions over the upcoming institution-wide transition to a new
Human Resources/Payroll system and its potential impacts.

Risk Management

The University is exposed to risk of loss related to tort liability, injuries to employees and loss of property. The
University purchases insurance protection for workers’ compensation as well as marine, aviation and certain other
risks. The University also purchases insurance protection for loss of property at self-sustaining units, bond-financed
buildings and where otherwise required by contract; otherwise, the risk of property loss is retained, unfunded. For
medical professional, general, employment practices, and automobile liability, the University maintains a program
of self-insurance reserves and excess insurance coverage. The self-insurance reserve represents the estimated
ultimate cost of settling claims resulting from events that have occurred on or before the statements of net position
date. The reserve includes the undiscounted amounts that will be required for future payments of claims that have
been reported and claims related to events that have occurred but have not yet been reported.

The self-insurance reserve is estimated through an actuarial calculation and included in Long-Term Liabilities.
Changes in the self-insurance reserve for the years ended June 30, 2012, 2013, and 2014 are noted below:

TABLE 18:

UNIVERSITY SELF INSURANCE RESERVE
(dollars in thousands)

2012 2013 2014
Reserve at Beginning of Fiscal Year $50,092  $62,919  $79,708
Incurred Claims and Changes in Estimates 24,839 28,605 13,917
Claim Payments (12,012)  (11,816)  (26,175)
Reserve at End of Fiscal Year $62,919  $79,708  $67,450

Source: The University.

As enacted in 2010, the Patient Protection and Affordable Care Act, as amended by the Health Care and Education
Reconciliation Act of 2010 (collectively, the “Affordable Care Act”) has changed how healthcare services are
covered, delivered and reimbursed through expanded coverage of uninsured individuals, reduced growth in
Medicare program spending, reductions in Medicare and Medicaid Disproportionate Share Hospital (“DSH”)
payments, and the establishment of programs in which reimbursement is tied to quality and integration. In addition,
the law reforms certain aspects of health insurance, expands existing efforts to tie Medicare and Medicaid payments
to performance and quality, and contains provisions intended to strengthen fraud and abuse enforcement. Further, it
provides for a value-based purchasing program and the establishment of accountable care organizations and bundled
payment pilot programs, which may create sources of additional revenue.

Moore v. Health Care Authority (Moore 1) is a class action lawsuit brought against the State on behalf of temporary,
part-time employees. The plaintiffs allege that the State improperly denied them healthcare benefits by incorrectly
calculating their eligibility. Even though the case does not name the University as a defendant, some of the class
members are present or former University employees, which could result in the University being responsible for a
share of any amounts paid in the event of a settlement or judgment. Multiple issues are currently being litigated
including how to define the class list and how to measure damages. The Washington State Supreme Court is
currently considering an appeal by plaintiffs on the issue of whether the alleged violations ended prior to December
31, 2009 or, potentially, continued up to May 2014 along with a request for clarification on prior rulings related to
how damages should be calculated. Moore I is set for a trial date of December 5, 2015. A continuation of Moore 1
was filed in Thurston County Superior Court (Moore II) seeking damages over a six-year time frame under a breach
of contract claim. In November 2014, the State’s motion to dismiss that case was denied.
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In October 2013, the Washington Health Benefit Exchange began open enrollment for State residents through the
Washington Health plan finder. The Exchange coupled with the expansion of the Medicaid program has resulted in
providing health insurance coverage for some patients who had previously been receiving charity care. The
Exchange also includes coverage options for previously commercially-insured patients whose employers have
elected to seek coverage for their employees in plans that are more affordable than traditional commercial plans. To
date, the overall financial impact of these programs has been positive. Management continues to monitor the
financial impact of these evolving programs retrospectively as well as prospectively during the long range planning
and budgeting cycles.

Pension Plans

The University offers two contributory pension plans: the Washington State Public Employees Retirement System
(“PERS”) plan, a defined-benefit retirement plan; and the University of Washington Retirement Plan (“UWRP”), a
defined-contribution plan. The University of Washington Supplemental Retirement Plan, a defined-benefit plan, is
closed to employees who were not active participants on February 28, 2011.

PERS Plan Description. The University contributes to PERS, a cost-sharing, multiple-employer, defined-benefit
pension plan administered by the State Department of Retirement Systems (“DRS”). PERS Plan 1 provides
retirement and disability benefits, along with minimum benefit increases beginning at age 66 to eligible
nonacademic plan members hired prior to October 1, 1977. PERS Plans 2 and 3 provide retirement and disability
benefits and a cost-of-living allowance to eligible nonacademic plan members hired on or after October 1, 1977. In
addition, PERS Plan 3 has a defined-contribution component, which is fully funded by employee contributions. The
authority to establish and amend benefit provisions resides with the Legislature.

The State issues a publicly available comprehensive annual financial report (“CAFR”) that includes financial
statements, notes to the financial statements, and required supplementary information for PERS. As described in
note 11 to the CAFR dated October 2014, as of June 30, 2013, PERS Plan 1 had an actuarial accrued liability
(“AAL”) of $12.9 billion, an actuarial value of assets of $8.1 billion, and an unfunded actuarial accrued liability
(“UAAL”) of $4.8 billion, for a funded ratio of 63 percent. PERS Plans 2 and 3 had a funded ratio as of June 30,
2013 of 92 percent. The assumptions used by the Office of the State Actuary (“OSA”) in calculating the UAAL as
of June 30, 2013 in the State’s CAFR are as follows:

TABLE 19:
OSA PERS Assumptions
PERS Plan 1 PERS Plan 2/3

Valuation date 6/30/2013 6/30/2013
Actuarial cost method Entry age normal'” Aggregate®
Amortization method

Funding Level %% N/A

GAAP reporting Level $ N/A
Remaining amortization years (closed) 10-year rolling N/A
Remaining amortization period (closed) N/A N/A

Asset valuation method

Actuarial assumptions
Investment rate of return
Projected salary increases

Salary inflation at 3.75%, plus merit increases described below
Initial salary merit (grades down to 0%)
Merit period (years of service)
Includes inflation at

Cost of living adjustments (“COLA”)

©)

8-year graded

smoothed fair value!])

7.80%

6.0%
17 years
N/A

Minimum COLA®

8-year graded
smoothed fair value®

7.80%

6.0%
17 years
3.00%

CPl increase, maximum 3%

Footnotes to table are on the following page.
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N/A indicates data not applicable.

M PERS and Teachers Retirement System (“TRS”) Plans 1 use a variation of the entry age normal (EAN) cost method, whereas Law

Enforcement Officers and Fire Fighters (‘LEOFF”) Plan 1 uses a variation of the frozen initial liability cost method.

The aggregate cost method does not identify or separately amortize UAAL.

Level percent of system payroll, including system growth.

@ Asset Valuation Method - eight-year smoothed fair value: The actuarial value of assets is calculated under an adjusted market value method

by starting with the market value of assets. For subsequent years, the actuarial value of assets is determined by adjusting the market value of

assets to reflect the difference between the actual investment return and the expected investment return during each of the last eight years or,

if fewer, the completed years since adoption, at the following rates per year (annual recognition). The annual gain/loss for the Volunteer Fire

Fighter Relief and Pension Fund and LEOFF Plan 2 are centered around a 7 percent and 7.5 percent expected rate of return, respectively,

instead of 7.8 percent.

The Legislature prescribes the assumed rate of investment return.

©®  The PERS Plan 1 COLA: Qualifying retirees receive an increase in their monthly benefit once a year. The COLA on minimum benefit
levels is calculated as the last unrounded minimum COLA amount increased by 3 percent, rounded to the nearest penny.

Source: State of Washington CAFR, October 2014

@
3)

)

Funding Policy. The OSA, using funding methods prescribed by statute, determines actuarially required
contribution rates for PERS. Contribution rates for Fiscal Year 2016 are as follows:

TABLE 20:
PERS Contribution Rates
(Fiscal Year 2016)
Required Contribution Rates Employer Employee
Plan 1 Plan 2 Plan 3 Plan 1 Plan 2 Plan 3

PERS

State agencies* 11.18%  11.18% 11.18% 6.00% 6.12% *x
Local governmental units* 11.18% 11.18% 11.18% 6.00% 6.12% **

* Includes an administrative expense rate of 0.18 percent.
** Variable from 5 percent to 15 percent based on rate selected by the member.
Source: OSA

The blended contribution rate for the University at June 30, 2014 and 2013, for each of PERS Plans 1, 2, and 3 was
9.21 percent and 7.21 percent for the respective years.

The OSA currently calculates the funded ratios using the Projected Unit Credit cost method. The OSA report can
be obtained by visiting: http://osa.leg.wa.gov/actuarial_services/publications/valuations.htm. The OSA report is
not incorporated by this reference.

On October 22, 2014, the DRS issued its CAFR which included valuations as of June 30, 2014. PERS Plan 1 has a
total pension liability of $12.98 billion, plan fiduciary net position of $7.94 billion, and a participating employers’
net pension liability of $5.04 billion. The total pension liability was determined by the actuarial valuation as of June
30, 2013, with results rolled forward to June 30, 2014 using the following assumptions applied to all prior periods:
3.0 percent total economic inflation, 3.75 percent salary inflation, 7.50 percent investment rate of return, and 7.50
percent discount rate. PERS Plans 2 and 3 have a total pension liability of $30.12 billion, plan fiduciary net position
of $28.10 billion, and a participating employers’ net pension liability of $2.02 billion. The total pension liability
was determined by the actuarial valuation as of June 30, 2013, with results rolled forward to June 30, 2014 using the
following assumptions applied to all prior periods: 3.0 percent total economic inflation, 3.75 percent salary
inflation, 7.50 percent investment rate of return, and 7.50 percent discount rate. Additionally, PERS Plans 1, 2 and
3 were calculated using the following assumptions per the DRS 2014 CAFR: “Mortality rates were based on the
RP-2000 Combined Healthy Table and Combined Disabled Table published by the Society of Actuaries. The OSA
applied offsets to the base table and recognized future improvements in mortality by projecting the mortality rates
using 100 percent Scale BB. Mortality rates are applied on a generational basis, meaning members are assumed to
receive additional mortality improvements in each future year throughout their lifetime. The actuarial assumptions
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used in the June 30, 2013 valuation were based on the results of the 2007-2012 Experience Study. Additional
assumptions for subsequent events and law changes are current as of the 2013 actuarial valuation report.” The DRS
CAFR report can be obtained by visiting: www.drs.wa.gov/administration/annual-report/cafr/. The DRS CAFR
report is not incorporated by this reference.

GASB 68. In June 2012, the Governmental Accounting Standards Board (“GASB”) approved Statement No. 68,
“Accounting and Financial Reporting for Pensions,” which is effective for the University’s fiscal year 2015
Financial Report. The University participates in several cost sharing, multiple-employer, defined-benefit pension
plans administered by the DRS. GASB 68 will change how the University accounts for and reports its participation
in these plans.

Prior GASB accounting required the University to recognize pension expense equal to the cash funding paid to the
DRS, with no associated liability reported on the Statement of Net Position. GASB 68 requires that pension
expense equal the University’s share of future pension benefits earned by all participating employees due to current
period service, plus/minus the impact of any actuarial changes impacting the total pension liability. It will also
require that the University record on the Statement of Net Position its proportionate share of the total DRS liability
for pension amounts earned by employees based on current and past service but not yet funded (the unfunded
pension liability).

Harborview, a related party of the University, is owned by King County and is not included in the University’s
reporting entity for GASB financial reporting purposes. However, all of the employees who work at Harborview
are University employees and the University will be required under GASB 68 to include the pension-related
amounts pertaining to employees working at Harborview in the amounts recorded to the University’s Financial
Report. Harborview will continue to account for pension-related expenses using the current “funding” approach,
and will not record any of the associated GASB 68 liabilities.

The DRS has published audited Schedules of Collective Pension Amounts and Schedules of Employer Allocations
for all of the plans it administers, for use by those employers required to implement GASB 68. According to these
DRS reports, as of June 30, 2014 (the actuarial measurement date for the amounts to be recorded by the University
for fiscal year 2015), the total amount of underfunding for all participating employers for the plans in which the
University participates was approximately $9 billion. Based on the proportionate share information provided by
DRS, the University estimates the following impacts to its fiscal year 2015 Financial Report as a result of
implementing GASB 68:

* A decrease in Beginning Unrestricted Net Position of $830 million (approximately $250 million
attributable to Harborview employees). This represents the University’s proportionate share of the net
unfunded liabilities for those DRS pension plans in which University employees participate, as of June
30, 2013, net of the University's fiscal year 2014 contributions to those plans.

e Net Pension Liability of $620 million (approximately $190 million attributable to Harborview
employees) This represents the University’s proportionate share of the net unfunded liabilities for
those DRS pension plans in which University employees participate as of June 30, 2014. Per GASB
68, the change in this net liability amount between years is to be recognized as either pension expense,
or recorded to a deferred inflow or outflow, based on the nature of the item impacting the calculation
of the net liability. The calculation of the net unfunded liability at June 30, 2014 was favorably
impacted by investment performance during the fiscal year that was significantly better than expected.
This caused a reduction of the actuarial liability between years, and will result in the University
recognizing a Deferred Inflow of Resources of approx. $270 million at June 30, 2015.

It is not yet known whether the long term impact on total pension expense reported in the University’s Financial
Report as a result of GASB 68 will vary significantly from amounts reported using the funding approach.
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University of Washington Retirement Plan. The UAAL and Annual Required Contribution (“ARC”) as of July 1 of
the respective years are shown in the following table.

TABLE 21:

UAAL AND ARC OF UNIVERSITY RETIREMENT PLAN
(dollars in thousands)

2012 2013 2014
Balance At Beginning of Fiscal Year $99,124 $127,465 $163,372
Annual Required Contribution 30,381 38,550 38,550
Payments to Beneficiaries (2,040) (2,643) (3,027)
Balance At End of Fiscal Year $127.,465 $163,372 $198,895

2009 2011 2013
UAAL $218,036 $235,048 $292,535
Normal Cost 8,860 10,774 9,529
Amortization of UAAL, Including Interest 17,220 19,607 29,021
ARC 26,080 30,381 38,550
Actuarial Assumptions 2009 2011 2013
Payroll Covered By Plan $976,000  $1,129,000  $1,047,000
Rate of Return Assumptions 5.00% 4.25% 4.25%
Salary Increases for Years 1 and 2 2.00% 2.00% 3.00%
Salary Increase for Third Year 4.00% 4.00% 3.00%
Salary Increase Thereafter 4.00% 4.00% 3.00%

Source: The University.

The following table reflects the activity in the Net Pension Obligation for the years ended June 30, 2012, 2013, and
2014.

TABLE 22:

NET PENSION OBLIGATION OF UNIVERSITY RETIREMENT PLAN
(dollars in thousands)

2012 2013 2014
Balance at Beginning of Fiscal Year $99,124  $127,465 $163,372
Annual Required Contribution 30,381 38,550 38,550
Payments to Beneficiaries (2,040) (2,643) (3,027)
Balance at end of Fiscal Year $127,465 $163,372  $198,895

Source: The University.
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Retirement Plan (403(b)) and Supplemental Retirement Plan (401(a)). Faculty, librarians and professional staff are
eligible to participate in the UWRP, a 403(b) defined-contribution plan, and the UW Supplemental Retirement Plan,
a 401(a) defined-benefit retirement plan which is closed to new participants and operates in tandem with the 403(b)
plan. Both plans are administered by the University.

UWRP Description. Contributions to the UWRP are invested by participants in annuity contracts or mutual fund
accounts offered by one or more fund sponsors. Employees have at all times a 100 percent vested interest in their
accumulations. Benefits from the plan are available upon separation or retirement at the member’s option. RCW
28B.10.400 et seq. assigns the authority to the Board to establish and amend benefit provisions.

UWRP Funding Policy. Employee contribution rates are 5 percent, 7.5 percent or 10 percent of salary, based on
age. The University matches the contributions of employees. Within parameters established by the Legislature,
contribution requirements may be established or amended by the Board. Employee and employer contributions for
the years ended June 30, 2014 and 2013 were $97,763,000 and $90,837,000, respectively.

UW Supplemental Retirement Plan Description. This plan provides for a supplemental payment component, which
guarantees a minimum retirement benefit based upon a one-time calculation at each eligible participant’s retirement
date. The University makes direct payments to qualifying retirees when the retirement benefits provided by the
UWRP plan do not meet the benefit goals. During fiscal year 2011, the University amended the Supplemental
Retirement Plan, limiting participation to those individuals who were active participants on February 28, 2011.

UW Supplemental Retirement Plan Funding. The University received an actuarial valuation of the supplemental
payment component of the UWRP with a valuation date of July 1, 2013. The previous evaluations were performed
in 2011 and 2009. The University has set aside $177,019,000 and $148,270,000 as of June 30, 2014 and 2013,
respectively, for this liability. These funds do not meet the GASB technical definition of “Plan Assets” since they
have not been segregated and restricted in a trust or equivalent arrangement. The UAAL shown in the table above,
therefore, does not reflect a credit for these amounts.

Other Post-Employment Retirement Benefits (“OPEB”)

Healthcare and life insurance programs for employees of the State (including University employees) are
administered by the Washington State Health Care Authority (“HCA”). The HCA calculates the premium amounts
each year that are sufficient to fund the State-wide health and life insurance programs on a pay-as-you-go basis.
These costs are passed through to individual State agencies (including the University) based upon active employee
headcount; the agencies pay the premiums for active employees to the HCA. The agencies may also charge
employees for certain higher cost options elected by the employee.

State retirees may elect coverage through State health and life insurance plans, for which they pay less than the full
cost of the benefits, based on their age and other demographic factors. The healthcare premiums for active
employees, which are paid by the agency during employees’ working careers, subsidize the “underpayments” of
retirees.

An additional factor in the OPEB obligation is a payment that is required by the Legislature to reduce the premiums
for retirees covered by Medicare (an “explicit” subsidy). For both calendar years 2014 and 2013, this amount was
$150 per retiree eligible for parts A and B of Medicare. This is also passed through to State agencies through active
employee rates charged to the agency.

There is no formal State or University plan that underlies the subsidy of retiree health and life insurance.

Actuarial Study. Actuarial studies, performed every two years by the OSA, calculated that the total OPEB
obligation of the State at January 1, 2013 and 2011 was $3.7 billion and $3.5 billion, respectively. The annual cost
was $342 million and $321 million for the University for 2013 and 2011, respectively. The OSA calculated the
OPEB obligation based on individual State employee data, including age, retirement eligibility and length of
service. The probability of an employee of a given age and length of service retiring and receiving OPEB benefits
is based on State-wide historical data.
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The OSA’s allocation of the cumulative State-wide liability related to the University and its unconsolidated
affiliates was estimated at approximately $671 million and $605 million for 2013 and 2011, respectively. These
amounts are not included in the University’s financial statements.

The University paid $289 million and $297 million for healthcare expenses in 2013 and 2012, respectively, which
included its pay-as-you-go portion of the OPEB liability, calculated by the OSA at $6.8 million and $7.4 million in
2013 and 2011, respectively.

The OSA report is available at: http://osa.leg.wa.gov/Actuarial Services/OPEB/OPEB.htm (which is not
incorporated into this Official Statement by this reference).

THE ISSUER
General

The Issuer is a Washington nonprofit corporation organized in 2010 exclusively to issue the Bonds as an “on-
behalf-of issuer” and enter into and fulfill its obligations under the Ground Lease, the Lease, the Development
Management Agreement, the Leasehold Deed of Trust and the Indenture, and engage in other activities necessary
and desirable in connection with the Project or incidental to the Project. The Issuer is a single purpose entity, is not
a governmental unit and has no taxing power. The Issuer has no source of funds available to pay debt service on the
Bonds other than the Trust Estate pledged under the Indenture.

The Issuer is related through common management to the National Council for Community Development, Inc.,
d/b/a the National Development Council (“NDC”), a 501(c)(3) organization organized under the laws of the State of
New York, and to NDC Housing and Economic Development Corporation (“HEDC”), a 501(c)(3) organization
organized under the laws of the Commonwealth of Virginia. NDC is a nonprofit entity operating nationwide. Its
primary purpose is to provide consulting assistance to governmental entities on housing and economic development
projects. It currently works with a large number of public sector clients. Development of specific projects occurs
through HEDC. All of the board members of HEDC are appointed by NDC. All current board members of the
Issuer (other than the “independent director” as discussed below) have been employees of NDC or HEDC for at
least the last 10 years. Under the Issuer’s bylaws, HEDC has the right to appoint the Board members of the Issuer
(other than the independent director).

For most projects, HEDC creates a separate single-purpose entity, typically incorporated in the state in which the
project is located. Neither NDC nor HEDC, however, has any ownership or membership interest in the Issuer,
which is a distinct entity with its own separate assets and liabilities. The Indenture, Lease, Ground Lease and all
other contracts are entered into by the Issuer solely in its own name and as its own separate obligation.

HEDC holds a group tax exemption letter from the Internal Revenue Service, which allows its subordinate
organizations, including the Issuer, to qualify as 501(c)(3) organizations. The Issuer’s status as a 501(c)(3)
organization depends, among other things, on the continued effectiveness of HEDC’s group exemption and HEDC’s
continued compliance with the requirements of the exemption with respect to the Issuer.

Western Washington Projects

HEDC subordinate nonprofit corporations also have been involved in Phase I, Phase, II and Phase 3.1 of the
University’s South Lake Union biomedical research campus. Financing for Phase I was provided by bonds issued
by the Washington Economic Development Facilities Authority (WEDFA) in 2004 (refinanced in 2014), the
proceeds of which were loaned to the HEDC subordinate organization. Financing for Phase II was provided by
bonds issued by WEDFA in 2005 and 2006 (refinanced in 2014), the proceeds of which were loaned to the HEDC
subordinate organization. Financing for Phase 3.1 was provided by bonds issued directly by a different HEDC
subordinate organization pursuant to Revenue Ruling 63-20 and Revenue Procedure 82-26 of the U.S. Treasury.
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Additionally, in four other separate transactions occurring over the past 19 years, HEDC has created nonprofit
entities to assist the University in financing, constructing and operating student housing and other facilities in
various locations in Seattle, Washington.

HEDC subordinate nonprofit corporations have also assisted in financing and constructing a variety of major public
projects for the State of Washington, King County and municipalities in western Washington, including office
building projects for King County located in Seattle, Washington, an office building for the State located in
Tumwater, Washington, a data center and related facilities for the State located on the Capitol Campus in Olympia,
Washington, an office and laboratory building for the City of Tacoma, Washington, and buildings on behalf of King
County in Seattle, Washington, for use by Harborview Medical Center.

Organization and Key Personnel

The Issuer has a board consisting of three managing directors, appointed by HEDC. In addition, the Issuer’s
Bylaws provide for, and the Issuer intends to appoint an “independent director” who is entitled to participate only in
certain decisions relating to bankruptcy, merger, dissolution and similar events, and whose affirmative vote would
be required in connection with any such decisions. The board of directors has appointed several officers to manage
and carry out the business of the Issuer. Under the Issuer’s bylaws, regular meetings of the board are held as the
board designates from time to time and annual meetings are held on the second Thursday of March unless otherwise
determined. Special meetings may be called at any time by the President or at the written request of any two
directors. Meetings are held at the registered office of the Issuer, or at another place designated by written notice
and may also be held by telephone conference call. Any action required or permitted to be taken at a board of
directors meeting may be taken by unanimous written consent in lieu of a meeting. The following are the current
officers and managing directors of the Issuer:

Robert W. Davenport, Chairman of the Board of Directors and President. Mr. Davenport is also the President of
NDC and has held that position since 1986. He has worked for NDC since 1976. He has also served as Director of
Midwest Operations, Director of Training and Director of MIS for NDC. Mr. Davenport received his B.A. from
Stanford University in 1967 and his M.B.A. in finance from Columbia University in 1971.

John A. Finke, Director and Vice President. Mr. Finke has worked for NDC since 1983. He is currently Senior
Director and is responsible for NDC’s Public-Private Partnership program nationwide. From 1979 to 1983, he
worked as the Development Finance Manager for the City of Seattle’s Office of Economic Development. Mr. Finke
has served on the Board of Directors of the Pike Place Market Preservation and Development Authority since 1989.
Mr. Finke received his B.A. from the University of Washington in 1976 and took graduate studies at the University
of Illinois School of Urban Planning.

Ann Vogt, Director, Secretary and Treasurer. Ms. Vogt joined NDC in December 1995 and currently serves as
Chief of Staff. In addition, she is General Manager of HEDC. She also serves as Director of Operations for the
NDC Corporate Equity Fund. From 1985 to 1995, Ms. Vogt was employed by the Brooklyn Economic
Development Corporation, where she served as Assistant Manager, Financial Services Division (1985-87),
Manager, Financial Services Division (1987-89), and Vice President (1989-95). Ms. Vogt received her B.S. in
chemistry from The College of New Rochelle in 1977 and her M.B.A. in finance from Iona College in 1984.

THE TRUSTEE

The Issuer has appointed U.S. Bank National Association to serve as Trustee. The Trustee is to carry out those
duties assignable to it under the Indenture. Except for the contents of this section, the Trustee has not reviewed or
participated in the preparation of this Official Statement and assumes no responsibility for the contents, accuracy,
fairness or completeness of the information set forth in this Official Statement or for the recitals contained in the
Indenture or the Bonds, or for the validity, sufficiency, or legal effect of any of such documents.

Furthermore, the Trustee has no oversight responsibility, and is not accountable, for the use or application by the

Issuer of any of the Bonds authenticated or delivered pursuant to the Indenture or for the use or application of the
proceeds of such Bonds by the Issuer. The Trustee has not evaluated the risks, benefits, or propriety of any
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investment in the Bonds and makes no representation, and has reached no conclusions, regarding the value or
condition of any assets or revenues pledged or assigned as security for the Bonds, the technical or financial
feasibility of the Project, or the investment quality of the Bonds, about all of which the Trustee expresses no opinion
and expressly disclaims the expertise to evaluate.

BOND OWNERS’ RISKS

Prospective purchasers of the Bonds should consider carefully all possible factors that may affect the ability of the
Issuer pay principal of and interest on the Bonds and the ability of the University to pay Rent under the Lease. The
Bonds may not be a suitable investment for all prospective purchasers.

Prospective purchasers should consult their investment advisors before making any decisions as to the purchase of
the Bonds. The following discussion, while not setting forth all factors that must be considered, contains some of
the factors which should be considered prior to purchasing the Bonds. There can be no assurance that other risk
factors will not become material in the future.

Special Obligation of the Issuer

The Bonds are non-recourse revenue obligations of the Issuer, payable solely from the Trust Estate pledged under
the Indenture. No other revenue, receipts, donations, earnings, property, or assets of the Issuer other than those
included in the Trust Estate are subject to the lien of the Indenture nor is the Issuer in any other way obligated for
the repayment of the Bonds. The Issuer is a single purpose entity, is not a governmental unit and has no taxing
power. The Issuer has no source of funds available to pay debt service on the Bonds other than the Trust Estate.

Determination of Taxability

The excludability of interest on the 2015A Bonds from gross income for federal income tax purposes depends on
continuing compliance by the Issuer and the University with certain requirements of the Code, including the
requirement that a portion of the facilities financed or refinanced with the proceeds of the Bonds be owned by an
organization described in Section 501(c)(3) of the Code. Upon a Determination of Taxability, the interest on the
2015A Bonds could become taxable from the date of delivery of the 2015A Bonds, regardless of the date on which
the event causing such taxability occurs, and the 2015A Bonds would be subject to special mandatory redemption.

University Lease Obligation

Neither the University nor any agency of the State is obligated to pay debt service on the Bonds. The Bonds are not
an obligation of the University, moral or otherwise. The University’s sole obligations, including the obligation to
pay Rent, are those set forth in the Lease. The University’s obligation to pay Rent under the Lease is payable solely
from General Revenues. The University has issued, and is authorized to issue, additional General Revenue
obligations. The University may add revenues to its General Revenues, upon compliance with certain conditions,
and may delete components of General Revenues.

The University’s ability to derive General Revenues from these sources sufficient to pay its obligations under the
Lease depends on many factors, some of which are not subject to the control of the University. The following
discusses some of the factors affecting General Revenues but cannot, however, describe all of the factors that could
affect General Revenues.

Uncertainties in the Higher Education Sector. Through the recession and slow recovery, the U.S. higher education
sector has faced uncertainties in an environment of rising tuition, changing enrollment trends, high student debt
burdens, reduced state appropriations, federal funding constraints, competition for sponsored research, lower but
recovering endowment returns, and gift trends reflecting economic conditions. In addition, the higher education
sector has experienced significant demand for capital investment in housing, dining, and other student facilities, and
in addressing deferred maintenance. The higher education sector has experienced technological changes and a
growth in online educational options.
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Patient Revenues; Uncertainties of the Health Care Sector. Patient services revenue is the largest component of
General Revenues. The University generates patient services revenues through the operation of four hospitals as
well as neighborhood and other clinics. The ability of the University to generate patient services revenue depends,
in part, upon the financial health of the health care sector. Challenges inherent to the healthcare sector include
potential funding cuts for Medicare and Medicaid, lower patient volumes, uncertainty over healthcare reform
implementation and payer reimbursement pressure. The sector has undergone significant legislative and regulatory
change, and these changes and other factors have led to mergers, acquisitions, consolidations, bankruptcies and
closures. The University has entered into a number of recent affiliations, and may enter into future affiliations. The
University expects a continued period of transition as the University works to align affiliated entities services and
performance with UW Medicine objectives.

UW Medical Center and UW Medicine's other hospitals have agreements with federal and State agencies and
commercial insurers that provide for payments at amounts different from gross charges. The hospitals also provide
care at no charge or reduced charges to patients who qualify under charity policies. The payer mix is a key factor in
the overall financial operating performance of the various UW Medicine components providing patient services

Tuition and Student Fee Revenues. Tuition and student fees are the second largest component of General Revenues.
Certain significant components of General Revenues, most significantly student tuition, are considered fees subject
to Initiative 960 and therefore cannot be increased without legislative approval. Tuition is established by the Board
within the tuition-setting authority delegated by the Legislature. For fiscal years 2015 and 2016, the Legislature
reduced tuition levels for resident undergraduate students, and limited future increases to a statutory growth factor.
In addition to tuition, the University charges its students a variety of other fees. Initiative 960 requires legislative
approval of fee increases and any new fee.

A portion of student tuition and fee revenue is derived from financial aid provided to students. Federal, State,
institutional and private funders may not appropriate or approve funding for grant, scholarship, loan and other
financial aid programs at the same level and under the same terms in the future, which may affect the amount of
financial aid available to University students.

Uncertainties of State Legislation and Initiatives. The Legislature considers legislation from time to time that may
affect the University, including without limitation legislation appropriating funds for higher education, legislation
authorizing State bonds for the benefit of the University, and legislation regarding public employees, benefits,
tuition, academic standards, public procurement and contracting, and other matters. The Legislature continues to
face budgetary pressure as a result of court-mandated increases in K-12 education funding, in light of the State
constitutional mandate to fund basic education and a 2012 Washington Supreme Court decision that the State was
not adequately funding basic education to this constitutional standard. The Court has found that the Legislature's
2015-2016 budget did not achieve constitutional compliance and has imposed a financial penalty that may be abated
if the Legislature calls a special session that results in compliance. It is not clear as of the date of this Official
Statement whether and how the Legislature will address this order, whether the Legislature will respond with
additional K-12 funding, whether higher education funding could be affected, and whether the Court will impose
additional sanctions. See “UNIVERSITY OF WASHINGTON (THE LESSEE)—Other University Financial
Information.”

As described under the heading “INITIATIVES,” State initiative measures have been filed from time to time
affecting the University or its revenues, including Initiatives 601 and 960. Various State initiative measures have
been and may be filed, and approved, from time to time that may have a fiscal impact on the University and/or the
State, and if affecting the State, may impact State spending on higher education, including State appropriations to the
University.

Uncertainties of the Federal Budget. Two of the largest sources of University funding — patient services and grants
and contracts — benefit directly or indirectly from federal funding. Research funding from federal sources continues
to be a large part of the University’s total research revenues. Federal funding, including federal research funding
and healthcare reimbursement funding, is subject to federal legislative action, including through the federal budget
process and sequestration. State and local reductions in funding could also affect University revenues.
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Laws and Regulation. The University is subject to federal, State, and local laws and regulations. Failure by the
University to comply with, or violations of, statutory and regulatory requirements could result in the loss of federal
or State grant funds and other consequences. These statutory and regulatory requirements are subject to change and
could become more stringent and costly for the University.

The healthcare industry is subject to numerous laws and regulations of federal, State, and local governments,
including the Affordable Care Act. These laws and regulations include, but are not limited to, matters such as
licensure, accreditation, governmental healthcare program participation requirements, reimbursement for patient
services, privacy of health records, and Medicare and Medicaid fraud and abuse. Government agencies are actively
conducting investigations concerning possible violations of fraud and abuse statutes and regulations by healthcare
providers. Violations of these laws and regulations could result in expulsion from government healthcare programs,
together with the imposition of significant fines and penalties, as well as significant repayments for patient services
previously billed. Recent regulatory, legislative and accounting activity will impact all entities in UW Medicine
during fiscal year 2016 and beyond.

Relationship Between the Lease and the Tax-Exempt Status of the 20154 Bonds. The tax-exempt status of the
2015A Bonds depends upon continuing compliance by the Issuer and the University with Code requirements. If the
University defaults under the Lease, the Issuer must endeavor to lease this space to other qualifying governmental
entities or, in the case of a portion of the facility, 501(c)(3) entities. There are a limited number of State or local
governmental entities or 501(c)(3) entities within the local area that might be available as potential tenants for the
Premises, which consist of specialized biomedical research facilities.

If the Issuer is unable to lease the Premises to another qualifying governmental or, in the case of a portion of the
facility, 501(c)(3) lessee following a default under the Lease, the Issuer may be required to refund or defease the
2015A Bonds to avoid a Determination of Taxability. In that event, the Issuer might attempt to refinance the Bonds
and relet the Premises to private tenants. The Issuer may experience delay or difficulty in reletting the Premises and
defeasing or refunding the 2015A Bonds.

Costs of Reletting. The Issuer and, upon certain events of default the Trustee, may re-let the Premises and apply
revenues therefrom toward payment of the Bonds. Although the Premises contains some general office space,
tenant improvements have been completed to meet the research and clinical needs of the SOM and, therefore, the
Premises may require additional tenant improvements to meet the needs of another tenant. There can be no
assurance that the Issuer or Trustee will be able to realize from the re-leasing of the Premises an amount sufficient
to pay principal of and interest on the Bonds.

Insurance on the Project

Under the Lease, the Issuer is required to maintain through the term of the Lease policies of insurance covering loss
or damage to the Premises in the full amount of its replacement cost. In the event the Premises are damaged or
destroyed, there can be no assurance that the insurance proceeds will be sufficient to repair or restore the Project, or
to redeem or defease all of the then Outstanding Bonds. Under the Lease, however, if the Issuer is required to repair
or rebuild uninsured damage pursuant to the terms of the Ground Lease or the Indenture, the Issuer is obligated to
do so and costs for such repairs or restoration not covered by insurance are to be paid by the University as
Additional Rent. See Section 15 of the Lease attached at Appendix A.

Condemnation of the Project

If all or a portion of the Premises were condemned, there can be no assurance that any such award or payment will
be sufficient at the time to redeem or defease all of the then Outstanding Bonds. See Section 16 of the Lease
attached at Appendix A.

No Acceleration of Rent

In the event of a payment-related default under the Indenture, the Trustee may accelerate the Bonds and declare the
Bonds to be due and payable. Nothing in the Lease, however, permits the Issuer or the Trustee to accelerate Rent.
Upon an acceleration of the Bonds, the Trustee will pursue all available remedies, including but not limited to
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foreclosing on the Leasehold Deed of Trust, but there can be no assurance that sufficient funds will be available at
the time to redeem or defease all of the then outstanding Bonds.

Project Construction

Under the Lease, the Issuer is obligated to exercise reasonable commercial best efforts to build the Project
improvements, in accordance with plans and specifications developed by the University and the Issuer. The Issuer
is obligated to pay Project Costs from Bond proceeds. Under the Lease the University has covenanted that, to the
extent that Project Costs are in excess of the Project Funds, the University will pay all costs to complete the Project
as the same become due and payable. To the extent any Project Costs are incurred that have not been approved by
the University, the University has the right to direct or join claims under the Ground Lease, Development
Management Agreement, General Construction Contract, Architect’s Agreement, any warranty or other project
contract. See “THE PROJECT” and the copies of the Lease and Ground Lease attached at Appendix A.

Earthquake Activity; Other Natural Disasters

The Project is located in an area of seismic activity, with frequent small earthquakes and occasional moderate and
larger earthquakes. The Issuer and University can give no assurance regarding the effect of an earthquake, a
tsunami from seismic activity in the State or in other areas, a volcano, mudslide or other natural disaster or that the
University's self-insurance reserves or proceeds of insurance carried by the Issuer or the University, if any, would
be sufficient, if available, to rebuild and reopen the Project or surrounding facilities and infrastructure could or
would be rebuilt and reopened in a timely manner following a major earthquake or other natural disaster. Following
commencement of and during construction, the Ground Lease requires that builder's risk insurance be maintained
upon the entire work on the Property in the amount of 100% replacement value against "all risks" of physical loss or
damage to the property insured, including earth movement and flood (subject to reasonable and appropriate limits or
as otherwise commercially available in the insurance marketplace). There can be no assurance that such amount
will be sufficient to repair damage. After the Rent Commencement Date, there is no requirement that any
commercial property insurance policy carried by the University include earthquake coverage. See Section 15 of the
Lease included in Appendix A.

Remedies

In the event of default under the Indenture, the Trustee may exercise certain remedies under the Indenture and the
Other Documents. In the event of a monetary default under the Indenture, the Trustee has the right to enter and take
possession of the Premises, and the Trustee may hold, operate, manage or re-let the Premises and apply revenues
therefrom toward payment of the Bonds. Although the Premises will contain general office and administrative
space, the Premises constitute a special purpose research and clinical facility for the University and, thus, could be
converted to other uses only with significant additional expense. Accordingly, there can be no assurance that the
Trustee will be able to realize from the re-leasing of the Premises an amount sufficient to pay principal of and
interest on the Bonds. In addition, the Trustee may incur significant operating costs in connection with re-leasing
and re-leasing creates liability and the risk of possible damage to the Premises. Additionally, remedies allowing the
Trustee to hold, operate, manage, re-let or sell its interest in the Premises after the Lease is terminated are limited by
the possible termination of the Ground Lease pursuant to an Event of Default thereunder. Possible termination of
the Ground Lease may make re-leasing more difficult.

Limitation on Trustee’s Obligations under the Indenture

The Trustee has no obligation to advance its own funds to pursue any remedies. As a consequence, the Trustee’s
willingness and ability to pursue any of the remedies provided in the Principal Documents may be dependent upon
the availability of funds from an interested party. Additionally, the Trustee is not required to acquire possession of
the Premises if doing so subjects it to Comprehensive Environmental Response Compensation and Liability Act of
1980 liability and is relieved of its liability if it is unable to perform its duties due to acts of God as described in the
Indenture. There can be no assurance the Trustee will be willing and able to perform its duties under the Indenture.
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Limitations on Enforceability

The enforcement of any remedies provided in the Ground Lease, the Lease, the Leasehold Deed of Trust and the
Indenture could prove both expensive and time consuming. The rights and remedies provided in the Ground Lease,
the Lease, the Leasehold Deed of Trust and the Indenture may be limited by federal bankruptcy laws, as now or
hereafter enacted, and other applicable bankruptcy, insolvency, reorganization, moratorium or similar laws relating
to or affecting the enforcement of creditors’ rights generally, now or hereafter in effect. The various legal opinions
to be delivered concurrently with the delivery of the Bonds will be qualified as to the enforceability of the various
legal instruments, by limitations imposed by bankruptcy, reorganization, insolvency or other similar laws affecting
the rights of creditors generally and by general principles of equity.

Bankruptcy proceedings, or the exercise of powers by the federal or State government, if initiated, could subject the
Owners of the Bonds to judicial discretion and interpretation of their rights in bankruptcy or otherwise, and
consequently may entail risks of delay, limitation, or modification of their rights. See the Ground Lease and Lease
attached as Appendix A for a discussion of the contractual rights of the Trustee under the Ground Lease and Lease
in the event of a proceeding by the Ground Lessor or the Issuer under the U.S. Bankruptcy Code. Under
Washington State law, “taxing districts” are authorized to voluntarily file a petition for bankruptcy under the federal
bankruptcy code. The State is not authorized to file a petition for bankruptcy. Although the University is a political
subdivision in some contexts, it is not considered a taxing district under State property, excise or other tax statutes
and does not having taxing power. Accordingly, it is not clear that the University has authority under State law to
voluntarily file a petition for bankruptcy. State law does not provide for involuntary bankruptcy against the State or
its political subdivisions.

INITIATIVES
State 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 certified by the Secretary of State.
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.

Initiative 601

Initiative 601, approved by State voters in 1993, limits State expenditures and revenues. Under Initiative 601, the
State generally is prohibited from increasing expenditures from the State’s general fund and related funds during
any fiscal year by more than the fiscal growth factor, which equals the average growth in State personal income for
the prior ten fiscal years. Initiative 601 also limits State revenue increases.

Finally, Initiative 601 provides that no fee may increase in any fiscal year by a percentage greater than the fiscal
growth factor without prior legislative approval. The term “fee” is not defined in the initiative, so the University
has interpreted informal guidance from the State Attorney General’s Office to identify specific types of University
fees as either covered by or exempt from Initiative 601. Under the policy, mandatory fees related to the regular
State-funded instructional program or other degree-granting education programs are considered subject to Initiative
601. Other University fees are considered proprietary and not subject to the Initiative 601 limitation.

Initiative 960

Initiative 960, approved by State voters in November 2007, amended Initiative 601 to require legislative approval of
all fee increases without regard to a fiscal growth factor. Initiative 960 also requires legislative approval of any new
fee. Initiative 960 did not amend or define the term “fee” used in Initiative 601. On January 31, 2008, the State
Office of Financial Management distributed to State agencies an informal memorandum (the “OFM Memo”).
Under the reasoning of the OFM Memo (and the University policy interpreting Initiative 601), certain components
of General Revenues, most significantly, student tuition, are considered fees subject to Initiative 960 and therefore
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cannot be increased without legislative approval. Other fees collected through proprietary transactions are also
included in General Revenues, but would not be considered fees subject to Initiative 960 under the reasoning of the
OFM Memo.

In the event that Initiative 960 were applied to limit the University’s ability to increase fees that contribute to
General Revenues, the University would, if necessary, seek to obtain legislative approval for fee increases or would
pursue alternative revenue sources, program cuts or reallocations.

Other Initiatives

State initiative measures have been filed from time to time affecting the University or its revenues, including
Initiatives 601 and 960. Initiative 1366 has been filed and has received sufficient signatures to be placed on the
November 2016 ballot. Initiative 1366 would cut the State sales tax from 6.5 percent to 5.5 percent unless by April
2016 the Legislature approves a constitutional amendment to require a two-thirds vote to raise revenue. Litigation
has been filed challenging the initiative.

UNDERWRITING

The 2015A Bonds are being purchased by Barclays Capital Inc., Citigroup Global Markets Inc., Wells Fargo
Securities, and Backstrom McCarley Berry & Co., LLC (together, the “Underwriters”) at an aggregate price of
$118,242,236.14 (representing the aggregate principal amount of the 2015A Bonds, plus a net original issue
premium of $10,926,041.05, and less an Underwriters’ discount of $298,804.91). The 2015B Bonds are being
purchased by the Underwriters at an aggregate price of $24,387,098.02 (representing the aggregate principal
amount of the 2015B Bonds, less an Underwriters’ discount of $67,901.98). The initial public offering prices set
forth on the inside cover hereof may be changed from time to time by the Underwriters. The Underwriters may
offer and sell the Bonds into unit investment trusts or money market funds, certain of which may be sponsored or
managed by the purchaser, at prices lower than the public offering prices stated on the inside cover hereof.

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 services. Certain of the Underwriters and
their respective affiliates have, from time to time, performed, and may in the future perform, various financial
advisory and investment banking services for the University and the Issuer, 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,
which may include credit default swaps) and financial instruments (including bank loans) 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 University and
the Issuer. The Underwriters and their respective affiliates may also communicate independent investment
recommendations, market color or trading ideas and/or publish or express independent research views in respect of
such assets, securities or instruments and may at any time hold, or recommend to clients that they should acquire,
long and/or short positions in such assets, securities and instruments.

Citigroup Global Markets Inc., an underwriter of the Bonds, 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
Bonds.

Wells Fargo Securities is the trade name for certain securities-related capital markets and investment banking
services of Wells Fargo & Company and its subsidiaries, including Wells Fargo Bank, National Association. Wells
Fargo Bank, National Association (“WFBNA”), one of the underwriters of the Bonds, has entered into an
agreement (the "Distribution Agreement") with its affiliate, Wells Fargo Advisors, LLC (“WFA”), for the
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distribution of certain municipal securities offerings, including the Bonds. Pursuant to the Distribution Agreement,
WFBNA will share a portion of its underwriting or remarketing agent compensation, as applicable, with respect to
the Bonds with WFA. WFBNA also utilizes the distribution capabilities of its affiliate Wells Fargo Securities, LLC
(“WFSLLC”), for the distribution of municipal securities offerings, including the Bonds. In connection with
utilizing the distribution capabilities of WFSLLC, WFBNA pays a portion of WFSLLC’s expenses based on its
municipal securities transactions. WFBNA, WFSLLC, and WFA are each wholly-owned subsidiaries of Wells
Fargo & Company.

CERTAIN LEGAL MATTERS
Litigation

At the time of delivery of and payment for the Bonds, the Issuer will deliver a certificate stating that there is no
litigation then pending or threatened to restrain or enjoin the issuance, sale, execution or delivery of the Bonds,
application of the proceeds of the Bonds as contemplated by the Indenture, the financing and acquisition of the
Project, or in any way contesting or affecting the validity of the Bonds, any proceedings of the Issuer taken with
respect to the issuance or sale thereof, the pledge or application of any money or security provided for the payment
of the Bonds, the existence or powers of the Issuer or the title of any officers of the Issuer to their respective
positions.

At the time of delivery of and payment of the Bonds, the University will deliver a certificate regarding the absence
of litigation challenging the Lease or the University’s authority in connection with the Lease.

Legal Opinions

Legal matters incident to the authorization, issuance and sale of the Bonds by the Issuer are subject to the approving
legal opinion of Pacifica Law Group LLP, Seattle, Washington, Bond Counsel and to the opinion of counsel to the
Issuer, Hillis Clark Martin & Peterson P.S., Seattle, Washington. A copy of the opinion of Bond Counsel is
attached hereto as Appendix D. Counsel to the Issuer has reviewed this Official Statement only to confirm that the
portion of it describing the Issuer is true and correct. Certain legal matters will be passed upon for the Underwriters
and the Development Manager by Foster Pepper PLLC, Seattle, Washington.

CONTINUING DISCLOSURE

The Issuer and the University will enter into Continuing Disclosure Undertakings to meet the requirements of SEC
Rule 15¢2-12(b)(5) (the “Rule”), as applicable to the Underwriters for the Bonds for the benefit of holders of the
Bonds to provide or cause to be provided, either directly or through a designated agent, to the Municipal Securities
Rulemaking Board (“MSRB”), annual financial information (“annual financial information”) to the MSRB and
timely notice of the occurrence of material events as more fully described in Appendix E to this Official Statement.

This is the first undertaking of the Issuer.

In reviewing its continuing disclosure filings on EMMA, the University determined that, while it had timely filed its
annual financial and operating information in the form of its UW Bondholders Report in connection with its General
Revenue Bonds, this UW Bondholders Report was not linked to the CUSIP numbers for all bonds issued by or on
behalf of the University. On July 16, 2014, the University re-filed its UW Bondholders reports for the years ended
June 30, 2010 through June 30, 2013, to link these reports to the CUSIP numbers for outstanding bond issues.

With respect to notices of material or listed events, the University provided notice of certain insurer ratings
downgrades, but has determined that notices had not been filed for every ratings event. On August 8, 2013, the
University filed notices regarding the downgrade of the insurer of the 2005 Bonds, and on June 16, 2014, the
University filed a supplemental notice of insurer rating changes for outstanding insured bond issues. See
“APPENDIX E—FORMS OF CONTINUING DISCLOSURE UNDERTAKINGS OF THE ISSUER AND THE
UNIVERSITY.”
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TAX MATTERS

2015 Bonds. In the opinion of Bond Counsel, interest on the 2015A Bonds is excludable from gross income for
federal income tax purposes and is not an item of tax preference for purposes of the federal alternative minimum tax
imposed on individuals and corporations; however, interest on the 2015A Bonds is taken into account in
determining adjusted current earnings for the purpose of computing the alternative minimum tax imposed on certain
corporations.

Federal income tax law contains a number of requirements that apply to the 2015A Bonds, including investment
restrictions, periodic payments of arbitrage profits to the United States, requirements regarding the use of proceeds
of the 2015A Bonds and the facilities financed or refinanced with proceeds of the 2015A Bonds and certain other
matters. The Issuer and the University have covenanted to comply with all applicable requirements.

The Issuer and University intend to elect to designate a portion of the 2015A Bonds to be issued as qualified
501(c)(3) bonds and, if so designated, facilities financed or refinanced with that portion of the 2015A Bonds will be
required to be used by organizations described in Section 501(c)(3) of the Code or by state or local governmental
entities such as the University. Bond Counsel’s opinion is subject to the condition that the Issuer and the University
comply with the above-referenced covenants and, in addition, will rely on representations by the Issuer and the
University and their advisors with respect to matters solely within the knowledge of the Issuer and the University
and their advisors, respectively, which Bond Counsel has not independently verified. If the Issuer or the University
fails to comply with such covenants or if the foregoing representations are determined to be inaccurate or
incomplete, interest on the 2015A Bonds could be included in gross income for federal income tax purposes
retroactively to the date of issuance of the 2015A Bonds, regardless of the date on which the event causing
taxability occurs.

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 2015A Bonds. Registered Owners of the
2015A Bonds should consult their tax advisors regarding the applicability of any collateral tax consequences of
owning the 2015A Bonds, which may include original issue discount, original issue premium, purchase at a market
discount or at a premium, taxation upon sale, redemption or other disposition, and various withholding
requirements.

Prospective purchasers of the 2015A Bonds should be aware that ownership of the 2015A 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 2015A Bonds. Bond Counsel expresses no opinion
regarding any collateral tax consequences. Prospective purchasers of the 2015A Bonds should consult their tax
advisors regarding collateral federal income tax consequences.

Payments of interest on tax-exempt obligations such as the 2015A Bonds, are in many cases required to be reported
to the Internal Revenue Service (the “IRS”). Additionally, backup withholding may apply to any such payments
made to any owner who is not an “exempt recipient” and who fails to provide certain identifying information.
Individuals generally are not exempt recipients, whereas corporations and certain other entities generally are exempt
recipients.

Bond Counsel’s opinion is not a guarantee of result and is not binding on the IRS; rather, the opinion represents
Bond Counsel’s legal judgment based on its review of existing law and in reliance on the representations made to
Bond Counsel and the University’s and Issuer’s compliance with their respective 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 2015A Bonds. Registered Owners of the 2015A Bonds are advised that, if the IRS does
audit the 2015A Bonds, under current IRS procedures, at least during the early stages of an audit, the IRS will treat
the Issuer as the taxpayer, and the Registered Owners of the 2015A Bonds may have limited rights to participate in
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the audit. The commencement of an audit could adversely affect the market value and liquidity of the 2015A Bonds
until the audit is concluded, regardless of the ultimate outcome.

In addition, Bond Counsel has relied, among other things, on the opinion of Hillis Clark Martin & Peterson P.S.,
Counsel to the Issuer, regarding the current qualification of the Issuer as an organization described in Section
501(c)(3) of the Code, and such opinion relies on the opinion of Dentons US LLP, Counsel to HEDC, regarding the
current qualification of HEDC as an organization described in Section 501(c)(3) of the Code. Such opinions are
subject to a number of qualifications and limitations.

Proposed Tax Legislation; Miscellaneous. Tax legislation, administrative actions taken by tax authorities, and court
decisions may cause interest on the 2015A Bonds to be subject, directly or indirectly, to federal income taxation or
to be subject to or exempted from state income taxation, or otherwise prevent the beneficial owners of the 2015A
Bonds from realizing the full current benefit of the tax status of such interest. In addition, such legislation or
actions (whether currently proposed, proposed in the future or enacted) could affect the market price or
marketability of the 2015A Bonds. Proposals have been made that could significantly reduce the benefit of, or
otherwise affect, the exclusion from gross income for federal tax purposes of interest on obligations such as the
2015A Bonds. Prospective purchasers of the 2015A Bonds should consult their own tax advisors regarding any
pending or proposed federal or state tax legislation, regulations or litigation, and its impact on their individual
situations, as to which Bond Counsel expresses no opinion.

The following advice was written to support the promotion or marketing of the 2015B Bonds. This advice is
not intended or written by Bond Counsel to be used, and may not be used, by any person or entity for the
purpose of avoiding any penalties that may be imposed on any person or entity under the U.S. Internal
Revenue Code. Prospective purchasers of the 2015B Bonds should seek advice based on their particular
circumstances from an independent tax advisor.

2015B Bonds. The following discussion describes aspects of the principal U.S. federal tax treatment of U.S.
persons that are beneficial owners (“Owners”) of the 2015B Bonds. This summary is based on the Internal Revenue
Code of 1986, as amended to the date hereof (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 2015B 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 2015B
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 Bonds. ACCORDINGLY, INVESTORS WHO ARE OR MAY BE
DESCRIBED WITHIN 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, OF PURCHASING,
HOLDING, OWNING AND DISPOSING OF THE 2015B BONDS.

For purposes of this discussion, a “U.S. person” means an individual who, for U.S. federal income tax purposes, is
(a) a citizen or resident of the United States, (b) a corporation, partnership or other entity created or organized in or
under the laws of the United States or any political subdivision thereof, (c) an estate, the income of which is subject
to U.S. federal income taxation regardless of its source of income, or (d) a trust, if either: (i) a United States court is
able to exercise primary supervision over the administration of the trust, and one or more United States persons
have the authority to control all substantial decisions of the trust or (ii) a trust has a valid election in effect to be
treated as a United States person under the applicable treasury regulations. The term also includes nonresident alien
individuals, foreign corporations, foreign partnerships, and foreign estates and trusts (“Foreign Owners”) to the
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extent that their ownership of the Bonds is effectively connected with the conduct of a trade or business within the
United States, as well as certain former citizens and residents of the United States who, under certain circumstances,
are taxed on income from U.S. sources as if they were citizens or residents. It should also be noted that certain
“single member entities” are disregarded for U.S. federal income tax purposes. Such Foreign Owners and Owners
who are single member non-corporate entities, should consult with their own tax advisors to determine the U.S.
federal, state, local, and other tax consequences that may be relevant to them.

In General. Interest derived from a 2015B Bond by an Owner is subject to U.S. federal income taxation. In
addition, a 2015B 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 2015B 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 2015B Bond, or upon the retirement of
a 2015B Bond, 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 2015B Bond. Any such gain or loss will be
United States source gain or loss for foreign tax credit purposes. If the Issuer defeases any 2015B Bonds, such
2015B 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 2015B Bond would recognize a gain or loss on the Bond at the time of
defeasance.

The Code contains a number of provisions relating to the taxation of securities such as the 2015B Bonds (including,
but not limited to the tax treatment of and accounting of interest, premium, original issue discount and market
discount thereon, gain from the sale, exchange of other disposition thereof and withholding tax on income
therefrom) that may affect the taxation of certain owners, depending on their particular tax situations.

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 2015B 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.

Qualified Tax-Exempt Obligations

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

Premium

An amount equal to the excess, if any, of the purchase price of a bond over its stated redemption price at maturity
constitutes premium on that 2015A Bond. A purchaser of a 2015A Bond must amortize any premium over that
2015A Bond’s term using constant yield principles, based on the 2015A Bond’s yield to maturity. As premium is
amortized, the purchaser’s basis in the 2015A Bond and the amount of tax-exempt interest received will be reduced
by the amount of amortizable premium properly allocable to the purchaser. This will result in an increase in the
gain (or decrease in the loss) to be recognized for federal income tax purposes on sale or disposition of the 2015A
Bond prior to its maturity. Even though the purchaser’s basis is reduced, no federal income tax deduction is
allowed. Purchasers of 2015A 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 2015A Bonds.
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Original Issue Discount

The initial public offering price of the Original Issue Discount Bonds is less than the stated redemption price at
maturity. In such case, the difference between (i) the stated amount payable at the maturity of an Original Issue
Discount Bond and (ii) the initial public offering price of that Original Issue Discount Bond constitutes original
issue discount with respect to that Original Issue Discount Bond in the hands of the owner who purchased that
Original Issue Discount Bond at the initial public offering price in the initial public offering of the 2015A Bonds.
The initial owner is entitled to exclude from gross income (as defined in Section 61 of the Code) an amount of
income with respect to an Original Issue Discount Bond equal to that portion of the amount of the original issue
discount allocable to the period that such Original Issue Discount Bond continues to be owned by the initial owner.

In the event of the redemption, sale or other taxable disposition of an Original Issue Discount Bond prior to its
stated maturity, however, the amount realized by the initial owner in excess of the basis of the Original Issue
Discount Bond in the hands of its initial owner (adjusted upward by the portion of the original issue discount
allocable to the period for which such 2015A Bond was held by the initial owner) is includable in gross income.
Purchasers of Original Issue Discount Bonds should consult their tax advisors regarding the determination and
treatment of original issue discount for federal income tax purposes and the state and local tax consequences of
owning Original Issue Discount Bonds.

ERISA CONSIDERATIONS

The Employee Retirement Income Security Act of 1974, as amended (“ERISA”), imposes certain requirements on
employee 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 ERISA
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 2015B Bonds should consider, among other things,
whether such purchase and holding may involve (a) the direct or indirect extension of credit to a Party in Interest,
(b) the sale or exchange of any property between a Plan and a Party in Interest and (c) 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 modified
by ERISA Section 3(42). Depending on the identity of the Plan fiduciary making the decision to acquire or hold
2015B 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 independent “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 497