OFFICIAL STATEMENT DATED JANUARY 8, 2009

City of West Linn
Clackamas County, Oregon

$4,915,000 $4,035,000

General Obligation Refunding Bonds, Full Faith and Credit Obligations,
Series 2009A Series 2009B
DATED: Date of Delivery (January 21, 2009) DUE: June 1 and December 1, as shown on the inside cover

SERIES 2009A BONDS — The $4,915,000 General Obligation Refunding Bonds, Series 2009A (the “Series 2009A Bonds”) are
general obligations of the City of West Linn, Oregon (the “City”).

SERIES 2009B OBLIGATIONS — The $4,035,000 Full Faith and Credit Obligations, Series 2009B (the “Series 2009B
Obligations”) evidence and represent undivided proportionate interests in the payments of principal and interest (the
“Financing Payments”) to be made by the City pursuant to the terms of a tax-exempt financing agreement between the
City and U.S. Bank, National Association (the “Financing Agreement”).

STANDARD & POOR’S RATING —”AA-“, underlying. See “RATING” herein.

BANK QUALIFIED— The City has designated the Series 2009A Bonds and the Financing Agreement as “qualified tax-
exempt obligations” for purposes of Section 265(b)(3)(B) of the Internal Revenue Code of 1986, as amended (the “Code”).

BOOK-ENTRY ONLY SYSTEM— The Series 2009A Bonds and Series 2009B Obligations (collectively with the Financing
Agreement, the “Securities”) will be issued, executed and delivered in fully registered form under a book-entry only
system and registered in the name of Cede & Co., as owner of the Securities and nominee for The Def)ository Trust

ompany (“DTC”). DTC will act as initial securities depository for the Securities. Individual purchases of the Securities
will be made in book-entry form, in the denomination of $5,000 or any integral multiple thereof. Purchasers will not
receive certificates representing their interest in the Securities purchased.

PRINCIPAL AND INTEREST PAYMENTS —Interest on the Securities will be paid on December 1, 2009 and semiannually
thereafter on June 1 and December 1 of each year to the maturity or earlier redemption of the Securities. Principal of and
interest on the Securities will be payable through the City’s Paying Agent and Escrow Agent (the “Paying Agent”)
currently U.S. Bank National Association, to DTC which, in turn, will remit such principal and interest to the DTC
participants for subsequent disbursement to the Beneficial Owners (as defined herein) of the Securities at the address
appearing upon the registration books on the 15t day of the month preceding a payment date (the “Record Date”).

PURPOSE— Series 2009A Bonds. The Series 2009A Bonds are being issued to refinance all or a portion of the City’s
outstanding General Obligation Bonds, Series 1998, and General Ol%ligation Bonds, Series 1999. Series 2009B Obligations.
The Series 2009B Obligations are being issued to finance the costs of land acquisition, capital construction and
improvements. See “PURPOSE AND USE OF PROCEEDS” herein.

MATURITY SCHEDULES — SEE INSIDE COVER

REDEMPTION PROVISIONS —The Series 2009A Bonds are not subject to redemption prior to their stated maturities. The
Series 2009B Obligations are subject to redemption prior to their stated maturities as further described herein.

SECURITY— The Securities do not constitute a debt or indebtedness of Clackamas County, the State of Oregon, or any
political subdivision thereof other than the City. The registered Beneficial Owners (as defined herein) of the Securities do
not have a lien or security interest on the property financed with the proceeds of the Securities.

Series 2009A Bonds. The Series 2009A Bonds are general obligations of the City. The City has covenanted and is obligated
by law to levy annually ad valorem taxes without limitation as to rate or amount on all taxable property in the City
sufficient to pay the principal of and interest on the Series 2009A Bonds. Ad valorem taxes assessed and collected for the
Series 2009A Bonds are not subject to the limitations of Article XI, Sections 11 and 11b of the Oregon Constitution.

Series 2009B Obligations. In the Financing Agreement, the City has covenanted to pay the Financing Payments from any
and all of its legally available taxes, revenues and other funds. The City pledged its full faith and credit and taxing power
within the limitations of Sections 11 and 11b of Article XI of the Oregon Constitution to pay the Financing Payments and
other amounts due under the Financing Agreement. The obligation of the City to make payments is not subject to
appropriation.

TAX MATTERS —In the opinion of K&L Gates LLP, Bond Counsel for the Series 2009A Bonds and Special Counsel for the Series
2009B Obligations (“Bond Counsel”), assuming compliance with certain covenants of the City, the portion of the payments made
under the Financing Agreement designated as and constituting interest received by the holders of the Series 2009B Obligations
(“Interest on the 2009B Obligations”) and interest on the Series 2009A Bonds (together with the Interest on the 2009B Obligations,
the “Interest on the Securities”) is excludable from gross income for federal income tax purposes under existing law. Interest on the
Securities is not an item of tax preference for purposes of either individual or corporate alternative minimum tax. Interest on the
Securities may be indirectly subject to corporate alternative minimum tax and certain other taxes imposed on certain corporations.
See “Tax Matters” herein fgr a discussion of the opinion of Bond Counsel. In the opinion of Bond Counsel, Interest on the Securities
is exempt from Oregon personal income tax under existing law.

DELIVERY —The Securities are offered for sale to the original purchaser subject to the final approving legal opinion of Bond
Counsel. It is expected that the Securities will be available for deliver,y to the Paying Agent for Fast Automated Securities
Transfer on behalf of DTC, on January 21, 2009 (the “Date of Delivery”).

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

s SNW



City of West Linn
Clackamas County, Oregon

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

MATURITY SCHEDULE —

$4,915,000 General Obligation Refunding Bonds, Series 2009A

Due Interest cusIp Due Interest CusIp
June 1 Amounts Rates Yields 954039 June 1 Amounts Rates Yields 954039
2010 $ 405,000 3.00% 1.25% HS5 2017 $ 570,000 3.50% 3.03% JA2
2011 470,000 3.00 1.89 HT3 2018 590,000 3.50 3.21 JBO
2012 490,000 3.00 2.05 HUO0
2013 505,000  3.00 2.23 HV8 Due Interest cusIp
2014 515,000 3.00 243 HW6 | December1l Amounts Rates Yields 954039
2015 535,000 3.00 2.62 HY2 2018 $ 280,000 4.00% 3.21% HX4
2016 555,000 3.25 2.81 HZ9

$4,035,000 Full Faith and Credit Obligations, Series 2009B

Due Interest cusip Due Interest cusip
June 1 Amounts Rates Yields 954039 June 1 Amounts Rates Yields 954039
2010 $ 90,000 3.00% 1.31% JL8 2015 $ 170,000 3.00% 2.67% JR5
2011 150,000 3.00 1.94 JM6 2016 175,000 3.25 2.86 JS3
2012 155,000 3.00 2.10 JN4 2017 180,000 3.50 3.08 JT1
2013 160,000 3.00 2.28 JP9 2018 185,000 4.00 3.31 Jus

2014 165,000 3.00 248 JQ7

$390,000 4.00% Term Bond due June 1, 2020 @ 3.81% Yield(l); CUSIP No. 954039]W4
$425,000 4.00% Term Bond due June 1, 2022 @ 4.03% Yield; CUSIP No. 954039]Y0
$460,000 4.05% Term Bond due June 1, 2024 @ 4.15% Yield; CUSIP No. 954039KA0
$500,000 4.20% Term Bond due June 1, 2026 @ 4.30% Yield; CUSIP No. 954039KC6
$830,000 4.35% Term Bond due June 1, 2029 @ 4.45% Yield; CUSIP No. 954039KF9

(1) Priced to the June 1, 2018 call date.

This Official Statement does not constitute an offer to sell the Securities in any jurisdiction in which or to a person to whom it is
unlawful to make such an offer. No dealer, salesperson or other person has been authorized by the City or Seattle-Northwest Securities
Corporation (the “Underwriter”) to give any information or to make any representations, other than those contained herein, in
connection with the offering of the Securities and, if given or made, such information or representations must not be relied upon. The
information and expressions of opinion herein are subject to change without notice, and neither the delivery of this Official Statement nor
any sale made hereunder will, under any circumstances, create an implication that there has been no change in the affairs of the City
since the date hereof.

The CUSIP numbers are included in the Maturity Schedule on this inside cover page for convenience of the holders and potential holders
of the Securities. No assurance can be given that the CUSIP numbers for the Securities will remain the same after the date of issuance
and delivery of the Securities.

The Underwriter has provided the following sentence for inclusion in this Official Statement. The Underwriter has reviewed the
information in this Official Statement in accordance with, and as part of, its responsibility to investors under the federal securities laws
as applied to the facts and circumstances of this transaction, but the Underwriter does not guarantee the accuracy or completeness of
such information.

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 “estimated,” “projected,” “anticipate,” “expect,” “intend,” “plan,” “believe”
and similar expressions are intended to identify forward-looking statements. All projections, assumptions and other forward-looking

statements are expressly qualified in their entirety by the cautionary statements set forth in this Official Statement.

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

City of West Linn
Clackamas County, Oregon

$4,915,000 General Obligation Refunding Bonds, Series 2009A
$4,035,000 Full Faith and Credit Obligations, Series 2009B

City of West Linn of Clackamas County, Oregon (the “City”), a municipal corporation duly organized and
existing under and by virtue of the laws of the State of Oregon (the “State”) furnishes this Official Statement in
connection with the offering of $4,915,000 aggregate principal amount of General Obligation Refunding Bonds,
Series 2009A (the “Series 2009A Bonds”) and $4,035,000 aggregate principal amount of Full Faith and Credit
Obligations, Series 2009B (the “Series 2009B Obligations”). The Series 2009A Bonds and the Series 2009B
Obligations (collectively, the “Securities”) are dated their Date of Delivery.

This Official Statement, which includes the cover page, inside cover page, and appendices, provides
information concerning the City and the Securities.

The information set forth herein has been obtained from the City and other sources that are believed to be
reliable. Seattle-Northwest Securities Corporation (the “Underwriter”) has relied on the City with respect to
the accuracy and sufficiency of such information and such information is not to be construed as a
representation, warranty or guarantee by the Underwriter. So far as any statement herein includes matters of
opinion, or estimates of future expenses and income, whether or not expressly so stated, they are intended
merely as such and not as representations of fact.

Description of Common Features of the Securities

Principal Amount, Date, Interest Rates and Maturities

The Securities will be issued in the aggregate principal amount posted on the cover of this Official Statement
and will be dated and bear interest from the Date of Delivery. The Securities will mature on the dates and in
the principal amounts and will bear interest, payable semiannually, until the maturity or earlier redemption of
the Securities as set forth on the inside cover of this Official Statement. Interest on the Securities will be
computed on the basis of a 360-day year consisting of twelve 30-day months.

Paying Agent and Registration Features

Book-Entry System. The Securities will be issued in fully registered form and, when issued, will be registered in
the name of Cede & Co. as Securities Owner and as nominee for DTC. DTC will act as securities depository for
the Securities. Individual purchases and sales of the Securities may be made in book-entry form only in
minimum denominations of $5,000 within a single maturity and integral multiples thereof. Purchasers will not
receive certificates representing their interest in the Securities. See Appendix C attached hereto for additional
information.

Paying Agent. The principal of and interest on the Securities will be payable by the Paying Agent to DTC,
which, in turn, is obligated to remit such principal and interest to its participants (“DTC Participants”) for
subsequent disbursement to the persons in whose names such Securities are registered (the “Beneficial
Owners”) of the Securities, as further described in Appendix C attached hereto. Interest on the Securities shall
be credited to the Beneficial Owners by the DTC Participants. The Paying Agent will perform the duties of the
Escrow Agent for the 2009B Obligations as defined in the Escrow Agreement. The form of the Escrow
Agreement is attached to this Official Statement as Appendix F.



Procedure in the Event of Revisions of Book-Entry Transfer System. 1f DTC ceases to act as Depository for the
Securities the City will follow the procedures outlined in the Bond Declaration for the Series 2009A Bonds and
the Escrow Agreement for the Series 2009B Obligations.

Description of the Securities

Authorization and Purpose

The Series 2009A Bonds. The City previously issued $4,400,000 General Obligation Bonds, Series 1998 (the
“Series 1998 Bonds”), and $3,600,000 General Obligation Bonds, Series 1999 (the “Series 1999 Bonds”). The
Series 1998 Bonds were issued to finance a portion of the acquisition and development of property for parks
and recreational purposes and to pay the costs of issuance of the Series 1998 Bonds. The Series 1999 Bonds
were issued to finance the balance of the cost of acquisition and development of property for parks and
recreation and to pay the costs of issuance of the Series 1999 Bonds.

Proceeds of the Series 2009A Bonds will be used to refinance all or a portion of the City’s outstanding Series
1998 Bonds and Series 1999 Bonds (the “Refunded Bonds”), and to pay the costs of issuance of the Series 2009A
Bonds. The 2009A Bonds are being issued so that the City can obtain a benefit of a savings in total debt service
requirements.

The Series 2009A Bonds are being issued pursuant to Resolution No. 08-06 adopted by the City Council on
February 11, 2008 (the “Series 2009A Bonds Resolution”) and a Bond Declaration, a form of which is attached
hereto as Appendix E.

The Series 2009B Obligations. Proceeds of the Series 2009B Obligations will be used to finance the costs of land
acquisition, capital construction and improvements and to pay the costs of issuance of the Series 2009B
Obligations (see “DESCRIPTION OF THE 2009B OBLIGATIONS — USE OF PROCEEDS” herein).

The Series 2009B Obligations are being issued pursuant to Resolution 08-45 (the “Series 2009B Obligations
Resolution;” collectively, the “Resolutions”) adopted by the City Council on November 24, 2008 and a
Financing Agreement and Escrow Agreement, forms of which are attached hereto as Appendix F.

The Securities may be issued without a vote of the people.

Redemption Provisions

Optional Redemption of the Series 2009A Bonds.  The Series 2009A Bonds are not subject to optional redemption
prior to maturity.

Optional Prepayment of the Series 2009B Obligations. The Series 2009B Obligations coming due in years 2010
through 2018, inclusive, are not subject to prepayment prior to their respective payment dates. The Series
2009B Obligations maturing on June 1, 2020 and on any date thereafter are subject to prepayment at the option
of the City prior to their stated maturity dates at any time on or after June 1, 2018, as a whole or in part, and if
in part, with maturities to be selected by the City and by DTC or by lot within a maturity at a price of par, plus
accrued interest, if any, to the date of prepayment. A Series 2009B Term Obligation subject to optional
prepayment and redeemed in part will have the principal amount within the respective mandatory
prepayment dates selected by the City.



Mandatory Prepayment of the Series 2009B Obligations. If not previously redeemed under the provisions for
optional prepayment, the Series 2009B Term Obligations maturing on June 1 in the years 2020, 2022, 2024, 2026
and 2029 are subject to mandatory prepayment (in such manner as the Paying Agent and DTC will determine
or by lot by the Paying Agent, as defined below) on June 1 of the following years in the following principal
amounts, at a price of par plus accrued interest to the date of prepayment.

2020 Term Obligation 2022 Term Obligation 2024 Term Obligation
Due June 1 Amount Due June 1 Amount Due June 1 Amount
2019 $ 190,000 2021 $ 210,000 2023 $ 225,000
2020 W 200,000 2022 215,000 2024 W 235,000
$ 390,000 $ 425,000 $ 460,000
2026 Term Obligation 2029 Term Obligation
Due June 1 Amount Due June 1 Amount
2025 $ 245,000 2027 $ 265,000
2026 255,000 2028 275,000
$ 500,000 2029 W 290,000
S $ 830,000

(1) Maturity.

For as long as the Securities are in book-entry only form, if fewer than all of the Securities of a maturity are
called for redemption or prepayment, the selection of Securities within a maturity to be redeemed or prepaid
shall be made by The Depository Trust Company, New York, New York (“DTC”) in accordance with its
operational procedures then in effect and in accordance with the Bond Declaration for the 2009A Bonds and
the Escrow Agreement for the 2009B Obligations. See Appendix C attached hereto.

Notice of Redemption or Prepayment (Book-Entry). So long as the Securities are in book-entry only form, the
Paying Agent shall notify DTC of an early redemption or prepayment not less than 30 days prior to the date
fixed for redemption or prepayment, and shall provide such information as required by a letter of
representation submitted to DTC in connection with the issuance of the Securities.

Estimated Sources and Uses of Funds

The proceeds from the Securities are estimated to be applied as follows:

Estimated Sources and Uses of Funds

Series 2009A Series 2009B
Sources of Funds Bonds Obligations
Principal Amount $ 4,915,000 $ 4,035,000
Net Original Issue Premium 147,147 24,770
Total Available Proceeds $ 5,062,147 $ 4,059,770
Uses of Funds
Project Requirements $ 0 $ 4,000,000
Escrow Requirements 4,992,519 0
Issuance Costs, Underwriter's Discount and Contingency 69,628 59,770
Total Uses of Funds $ 5,062,147 $ 4,059,770




Description of the Series 2009A Bonds

Use of Proceeds

Proceeds of the Series 2009A Bonds will be used to refinance all or a portion of the City’s outstanding Series
1998 Bonds, and Series 1999 Bonds and to pay the costs of issuance of the Series 2009A Bonds.

Refunding Procedure

A portion of the proceeds of the Series 2009A Bonds will be used to provide funds to establish an irrevocable
trust escrow pursuant to an escrow deposit agreement between the City and the Paying Agent, serving in its
role as the “Escrow Deposit Agent,” to refinance the Refunded Bonds in the following tables.

Refunded Bonds
Total Amount Amount Call Call
Refunded Bonds Outstanding Refunded Date Price @
Series 1998 Bonds $ 2,785,000 $ 2,555,000 06/01/09 100%
Series 1999 Bonds 2,365,000 2,365,000 02/20/09 100%
Total $ 5,150,000 $ 4,920,000
Series 1998 Bonds Series 1999 Bonds
Outstanding Maturity Amount cusIpr Outstanding  Maturity Amount CUSIP
Maturities Amount Refunded 954039 Maturities Amount Refunded 954039
6/1/09 $ 230,000 $ 0 ET6 1/1/10 180,000 180,000 FN8
6/1/10 240,000 240,000 EU3 1/1/11 190,000 190,000 FP3
6/1/11 250,000 250,000 EV1 1/1/12 205,000 205,000 FQ1
6/1/12 260,000 260,000 EW9 1/1/13 215,000 215,000 FR9
6/1/13 270,000 270,000 EX7 1/1/14 225,000 225,000 FS7
6/1/14 280,000 280,000 EY5 1/1/15 240,000 240,000 FT5
6/1/15 295,000 295,000 EZ2 1/1/16 255,000 255,000 FU2
6/1/16 305,000 305,000 FA6 1/1/17 270,000 270,000 FVO0
6/1/17 320,000 320,000 FB4 1/1/19 Term 585,000 585,000 FX6
6/1/18 335,000 335,000 FC2

(1) Call price is expressed as a percentage of the principal amount.

From the proceeds of the Series 2009A Bonds the City will purchase certain direct United States government
obligations (referred to herein as “Government Obligations”). These Government Obligations will be
deposited in the custody of the Escrow Deposit Agent. The maturing principal of the Government Obligations,
interest earned thereon, and necessary cash balance, if any, will provide payment of interest on the Refunded
Bonds and provide funds sufficient to redeem all remaining principal on the call dates shown in the preceding
tables.

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

Series 2009A Bond Verification of Mathematical Calculations

Grant Thornton LLP, a firm of independent public accountants (the “Verification Agent”), will deliver to the
City, on or before the Date of Delivery, its verification report indicating that it has verified, in accordance with
attestation standards established by the American Institute of Certified Public Accountants, the mathematical
accuracy of (a) the mathematical computations of the adequacy of the cash and the maturing principal of and
interest on the Government Obligations, to pay, when due, the maturing principal of, interest on and related
call premium requirements of the Refunded Securities and (b) the mathematical computations of yield used by



Bond Counsel to support its opinion that interest on the Securities will be excluded from gross income for
federal income tax purposes.

The verification performed by the Verification Agent will be solely based upon data, information and
documents provided to the Verification Agent by the City and its representatives. The Verification Agent has
restricted its procedures to recalculating the computations provided by the City and its representatives and has
not evaluated or examined the assumptions or information used in the computations.

Security

The Series 2009A Bonds are general obligations of the City and the full faith, credit and taxing powers of the
City are pledged to the successive owners of each of the Series 2009A Bonds for the punctual payment of the
principal of and the interest on the Series 2009A Bonds. The Series 2009A Bonds are secured by ad valorem
taxes to be levied against all taxable property within the City without limitation as to rate or amount, and
outside of the limitations of Article XI, Section 11 and Article XI, Section 11b of the Oregon Constitution
(“Article XI, Section 11b,” collectively, “Article XI, Sections 11 and 11b”) (see “REVENUE SOURCES” herein),
after taking into consideration discounts taken and delinquencies that may occur in the payment of such taxes.
More specifically, for the purpose of paying the principal of and interest on the Series 2009A Bonds as the
same will become due, the City will levy on all taxable property located within the City, in addition to all other
taxes, direct annual taxes sufficient in amount to provide for the payment of principal of and interest on the
Series 2009A Bonds. The taxes, when collected, are required to be applied solely for the purpose of payment of
principal and interest on the Series 2009A Bonds and for no other purpose until the Series 2009A Bonds have
been fully paid, satisfied and discharged.

The City may, subject to applicable laws, apply other funds available to make payments with respect to the
Series 2009A Bonds and thereby reduce the amount of future tax levies for such purpose.

The Series 2009A Bonds do not constitute a debt or indebtedness of Clackamas County (the “County”), the
State of Oregon, or any political subdivision thereof other than the City.

Description of the Series 2009B Obligations

Use of Proceeds

Proceeds of the Series 2009B Obligations will be used to finance street maintenance projects, police facility land
acquisition and preliminary design costs, and park facility improvements, and to pay costs of issuance of the
Series 2009B Obligations.

Security

The Series 2009B Obligations represent undivided ownership interests in the installment payments of principal
and interest due (the “Financing Payments”) from the City under the Financing Agreement between the City
and U.S. Bank National Association, as Escrow Agent (the “Financing Agreement”).. The obligation to pay the
Financing Payments is a full faith and credit obligation of the City. The City has also entered into an Escrow
Agreement with the Escrow Agent, in which the Escrow Agent agrees to issue the Series 2009B Obligations
and to distribute the Financing Payments among the Owners of the Series 2009B Obligations. The forms of the
Financing Agreement and the Escrow Agreement are attached to this Official Statement as Appendix F.

In the Financing Agreement, the City has covenanted to pay the Financing Payments from any and all of its
legally available taxes, revenues and other funds. The City pledged its full faith and credit and taxing power
within the limitations of Sections 11 and 11b of Article XI of the Oregon Constitution to pay the Financing
Payments and other amounts due under the Financing Agreement.

The Series 2009B Obligations are not general obligations of the City, Clackamas County, the State of Oregon or
any other political subdivision or municipal corporation. The Series 2009B Obligations are secured solely by
the Financing Payments and any sums realized in connection with the remedies available upon the occurrence
of an event of default all as provided in the Financing Agreement.
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THE OBLIGATION OF THE CITY TO MAKE THE FINANCING PAYMENTS IS ABSOLUTE AND UNCONDITIONAL, AND SHALL
NOT BE SUBJECT TO ANNUAL APPROPRIATION. THE REGISTERED OWNERS OF THE SERIES 2009B OBLIGATIONS DO NOT
HAVE A LIEN OR SECURITY INTEREST IN THE PROJECTS FINANCED WITH THE PROCEEDS OF THE SERIES 2009B
OBLIGATIONS.

The City’s obligation to make Financing Payments is not subject to any of the following:

(1) any setoff, counterclaim, recoupment, defense or other right which the City may have against the Escrow
Agent, any contractor or anyone else for any reason whatsoever;

(2) any insolvency, bankruptcy, reorganization or similar proceedings by the City;
(3) abatement through damage, destruction or nonavailability of the Projects; or

(4) any other event or circumstance whatsoever, whether or not similar to any of the foregoing.
The City’s obligation to make Financing Payments is binding for the term of the Financing Agreement.

Each Obligation owner is entitled proportionately to the principal component of Financing Payments due on
the Payment Date, which is the same as the maturity date of the Series 2009B Obligations. In addition, each
Obligation owner is entitled proportionately to receipt of an amount of the interest component of Financing
Payments on each Payment Date attributable to the interest accruing on the principal component attributable
to such Series 2009B Obligations at the interest rate set forth for said principal component.

Bonded Indebtedness

Debt Limitation

General Obligation Bonds. ORS 287A.050 (formerly 287.004) establishes a limit on bonded indebtedness for
cities. Cities may not have outstanding an aggregate principal amount of general obligation debt in excess of
three percent of all the Real Market Value of all taxable properties within the city as reflected in the last
certified assessment roll per ORS 308.207. A lower limit may be applied by an individual city’s charter. The
statutory limitation does not apply to general obligation bonds issued for water, sanitary or storm sewers,
sewage disposal plants, hospitals, infirmaries, gas power, or lighting purposes, or the acquisition,
establishment, or reconstruction of any off-street motor vehicle parking facility nor to bonds issued pursuant
to application to pay assessments for improvements in installments under statutory or charter authority which
are completely self-supporting. The Series 2009A Bonds are general obligation bonds and are subject to this
debt limitation, as shown below.

The following table shows the general obligation debt capacity of the City.

Real Market Value (Fiscal Year 2009)® $ 4,507,161,484
General Obligation Debt Capacity:
(3.0% of Real Market Value) $ 135,214,845
Less: Outstanding Debt subject to limit (8,460,000)@
Remaining Legal General Obligation Debt Capacity $ 126,754,845
Percent of Capacity Issued 6.26%

(1) Fiscal years are from July 1 through June 30 (the “Fiscal Year”). Source: Clackamas County Department of Assessment
and Taxation.
(2) Represents voter-approved, unlimited-tax general obligations of the City subject to the statutory limitation.

Limited Tax Obligations. Under Oregon Revised Statutes there are currently no restrictions on the amount of
debt an Oregon city may incur for payment of financing agreements, lease-purchase agreements or other
contracts of purchase for any real or personal property, so long as such city has sufficient resources available to
it within the limitations of Article XI, Section 11 and Section 11b of the Oregon Constitution. The Financing



Agreement is a limited tax obligation, which does not require voter approval and is not subject to statutory
debt limitations.

Outstanding Long-Term Debt

Governmental Activities.

Date of Date of Amount Amount
Governmental Activities” Issue Maturity Issued Outstanding
General Obligation Bonds:
Series 1998 Bonds 12/01/98 06/01/09 @ $ 4,400,000 $ 2,785,000
Less: Refunded Bonds (2,555,000)
Series 1999 Bonds 10/01/99 01/01/09 @ 3,600,000 2,365,000
Less: Refunded Bonds (2,365,000)
Series 2000 Bonds 11/01/00 06/01/21 3,900,000 3,315,000
Series 2009A Bonds® 01/21/09  12/01/18 4,915,000 4,915,000
Total General Obligation Bonds 8,460,000
Full Faith and Credit Obligations:
Series 2000 11/01/00 12/01/20 4,300,000 3,055,000
Series 2009B Obligations® 01/21/09  06/01/29 4,035,000 4,035,000
Total Full Faith and Credit Obligations 7,090,000
Total Long-Term Debt $ 15,550,000

(1) Outstanding long-term tax-supported and limited-tax-supported debt.
(2) Final maturity following redemption of the Refunded Bonds and Refunded Obligations.
(3) This issue.

Source: Audited Financial Report for the Year Ended June 30, 2007.
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Projected Debt Service Requirements - General Obligation Bonds

(Fiscal Year ending 6/30)

Fiscal Outstanding Bonds Less: Refunded Bonds 2009A Bonds Total
Year Principal Interest Principal Interest Principal Interest Debt Service
2009 $ 525,000 $ 427,488 $ 0 $ 57,146 $ 0 $ 0 $ 895,341
2010 560,000 403,333 420,000 237,850 405,000 214,290 924,772
2011 595,000 377,673 440,000 218,770 470,000 145,288 929,190
2012 640,000 349,983 465,000 198,520 490,000 131,188 947,650
2013 680,000 319,919 485,000 176,988 505,000 116,488 959,419
2014 725,000 287,351 505,000 154,170 515,000 101,338 969,519
2015 775,000 252,191 535,000 130,010 535,000 85,888 983,069
2016 830,000 213,989 560,000 104,108 555,000 69,838 1,004,719
2017 885,000 172,794 590,000 76,818 570,000 51,800 1,012,776
2018 945,000 128,116 620,000 47,628 590,000 31,850 1,027,339
2019 655,000 79,614 300,000 16,350 280,000 5,600 703,864
2020 390,000 44,183 0 0 0 0 434,183
2021 430,000 23,220 0 0 0 0 453,220

$ 8,635,000 $ 3,079,851 $ 4,920,000 $ 1,418,356 $ 4,915,000 $ 953,565 $ 11,245,060
(Levy Year ending 7/1)

Levy Outstanding Bonds Less: Refunded Bonds 2009A Bonds Total
Year Principal Interest Principal Interest Principal Interest Debt Service
2009 $ 525,000 $ 423,365 $ 0 $ 118,925 $ 0 $ 0 $ 829,440
2010 560,000 398,833 420,000 233,350 405,000 214,290 924,772
2011 595,000 372,923 440,000 214,020 470,000 145,288 929,190
2012 640,000 344,806 465,000 193,344 490,000 131,188 947,650
2013 680,000 314,383 485,000 171,451 505,000 116,488 959,419
2014 725,000 281,501 505,000 148,320 515,000 101,338 969,519
2015 775,000 245,951 535,000 123,770 535,000 85,888 983,069
2016 830,000 207,359 560,000 97,478 555,000 69,838 1,004,719
2017 885,000 165,639 590,000 69,663 570,000 51,800 1,012,776
2018 945,000 120,350 620,000 39,861 590,000 31,850 1,027,339
2019 655,000 71,439 300,000 8,175 280,000 5,600 703,864
2020 390,000 44,183 0 0 0 0 434,183
2021 430,000 23,220 0 0 0 0 453,220

$ 8,635,000 $ 3,013,950 $ 4,920,000 $ 1,418,356 $ 4,915,000 $ 953,565 $ 11,179,159




Projected Debt Service Requirements - Full Faith and Credit Obligations

Fiscal Outstanding Obligations 2009B Obligations Total
Year Principal Interest Principal Interest Debt Service
2009 $ 180,000 $ 159,838 $ 0 $ 0 $ 339,838
2010 190,000 151,095 90,000 210,186 641,281
2011 200,000 141,783 150,000 151,723 643,505
2012 210,000 131,890 155,000 147,223 644,113
2013 220,000 121,408 160,000 142,573 643,980
2014 230,000 110,268 165,000 137,773 643,040
2015 245,000 98,331 170,000 132,823 646,154
2016 255,000 85,579 175,000 127,723 643,301
2017 270,000 71,925 180,000 122,035 643,960
2018 285,000 57,356 185,000 115,735 643,091
2019 300,000 42,000 190,000 108,335 640,335
2020 315,000 25,856 200,000 100,735 641,591
2021 335,000 8,794 210,000 92,735 646,529
2022 0 0 215,000 84,335 299,335
2023 0 0 225,000 75,735 300,735
2024 0 0 235,000 66,623 301,623
2025 0 0 245,000 57,105 302,105
2026 0 0 255,000 46,815 301,815
2027 0 0 265,000 36,105 301,105
2028 0 0 275,000 24,578 299,578
2029 0 0 290,000 12,615 302,615

$ 3,235,000 $ 1,206,121 $ 4,035,000 $ 1,993,506 $ 10,469,627

Summary of Overlapping Debt

(As of June 19, 2008)
Real Market Percent Gross Direct Net Direct

Overlapping Issuer Name Value Overlapping Debt" Debt?
West-Linn-Wilsonville School District No. 3] $ 8,988,924,034 49.1946% $ 77,251,381 $ 56,501,099
Clackamas Community College 41,295,048,861 10.7085% 10,042,967 4,305,352
Clackamas Education Service District 54,635,149,794 8.1712% 2,234,823 0
Clackamas County 57,192,695,090 7.8058% 6,027,248 3,807,279
Tualatin Valley Fire and Rescue 63,977,940,375 6.9779% 1,428,725 102,924
Tri-Met 206,303,713,216 2.1640% 960,708 960,708
Metro 207,515,773,322 2.1513% 6,025,935 4,423,647
Port of Portland 228,449,245,812 1.9542% 1,428,443 0
Lake Oswego School District No. 7] 10,406,873,745 0.4063% 497,116 313,172
Portland Community College 163,395,899,788 0.0259% 62,221 11,501

$105,959,567 $ 70,425,682

(1) Gross Direct Debt includes all limited and unlimited tax supported debt, excluding pension obligations and self-
supporting utility debt.

(2) Net Debt includes all tax-supported bonds. Self-supporting debt and limited-tax debt, such as capital leases and
certificates of participation, are excluded.

Source: Debt Management Division, The Office of the State Treasurer.



Debt Ratios

The following table presents information regarding the City’s Direct Debt, including the effect of this
refunding and the Securities, and the estimated portion of the debt of overlapping taxing districts allocated to
the City’s property owners.

Debt Ratios
Real Market Value $ 4,507,161,484
Estimated Population 24,180
Per Capita Real Market Value $ 186,400
Gross Direct Net Direct
Debt Information Debt" Debt?

City Direct Debt $ 15,550,000 $ 8,460,000
Overlapping Direct Debt 105,959,567 70,425,682

Total Direct Debt $ 121,509,567 $ 78,885,682
Bonded Debt Ratios
City Direct Debt to Real Market Value 0.35% 0.19%
Total Direct Debt to Real Market Value 2.70% 1.75%
Per Capita City Direct Debt $ 643 % 350
Per Capita Total Direct Debt $ 5025 $ 3,262

(1) Gross Direct Debt includes all limited and unlimited tax supported debt, excluding pension obligations and self-
supporting utility debt.

(2) Net Debt includes all tax-supported bonds. Self-supporting debt and limited-tax debt, such as capital leases and
certificates of participation, are excluded.

Sources: Debt Management Division, The Office of the State Treasurer, Clackamas County Department of Assessment and Taxation,
City of West Linn Audited Financial Reports, City Finance Staff, and these Securities.

Short-Term Borrowing

ORS 287A.180(3)(b) (formerly ORS 288.165(3)) requires that obligations issued in anticipation of taxes or other
revenues (except grant revenues) shall not be issued in an amount greater than 80 percent of the amount
budgeted to be received in the Fiscal Year in which the obligations are issued.

The City issued a $175,000 13 month taxable loan in June 2008 to fund working capital for its building
inspection program. The loan will be repaid from building permit fees.

Debt Payment Record

The City has promptly met principal and interest payments on outstanding bonds and other indebtedness in
the past ten years when due. Additionally, no refunding bonds have been issued for the purpose of
preventing an impending default.
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Future Financings

Capital Projects. Other than the Securities, the City has no authorized but unissued bonds outstanding, nor
does it anticipate issuing additional long-term debt within calendar year 2009.

Short-term Notes. The City does not anticipate issuing additional short-term debt within calendar year 2009.

Revenue Sources

The following section summarizes certain of the major revenue sources of the City.

The City receives funds from a variety of sources including taxes, intergovernmental revenues and charges for
services. General governmental activities, such as City administration, are primarily supported by property
taxes. Enterprises, such as water and sewer utilities, are primarily supported by charges for services. See the
“Changes in Net Assets” table herein for a detailed breakdown of historic revenues.

Property Taxes

Most local governments, school districts, education service districts and community college districts (“local
governments”) have permanent authority to levy property taxes for operations at a maximum rate (the
“Operating Tax Rate Limit”). All cities have this authority. Local governments that have never levied
property taxes may request that the voters approve a new Operating Tax Rate Limit.

Local governments with Operating Tax Rate Limits may not increase the rate on a permanent basis; rather they
may only request that voters approve limited term levies for operations or capital expenditures (“Local Option
Levies”) and general obligation bond levies. All property tax levies that exceed the Operating Tax Rate Limit
require voter approval at a general election in an even numbered year, or at another election at which a
majority of registered voters cast ballots.

Local Option Levies that fund operating expenses are limited to five years, and Local Option Levies that are
dedicated to capital expenditures are limited to ten years. Levies to pay general obligation bonds are limited
by the principal amount of the bonds which is stated in the ballot that approves the bonds. See “BONDED
INDEBTEDNESS — GENERAL OBLIGATION DEBT CAPACITY” herein.

Local governments impose property taxes by certifying their levies to the county assessor of the county in
which the local government is located. Property taxes ordinarily can only be levied once each Fiscal Year,
which is July 1 through June 30. The local government ordinarily must notify the county assessor of its levies
by July 15.

Valuation of Property — Real Market Value. “Real Market Value” is the minimum amount in cash which could
reasonably be expected by an informed seller acting without compulsion, from an informed buyer acting
without compulsion, in an “arms-length” transaction during the period for which the property is taxed.

Property subject to taxation includes all privately owned real property (land, buildings and improvements)
and personal property (machinery, office furniture and equipment) for non-residential taxpayers. There is no
property tax on household furnishings (exempt since 1913), personal belongings, automobiles (exempt since
1920), crops, orchards, business inventories or intangible property such as stocks, bonds or bank accounts,
except for centrally assessed utilities, for which intangible personal property is subject to taxation.

Property used for charitable, religious, fraternal and governmental purposes is exempt from taxation. Special
assessments that provide a reduction in the taxable Real Market Value may be granted (upon application) for
veterans’ homesteads, farm and forest land, open space and historic buildings. The Real Market Value of
specially assessed properties is often called the “Taxable Real Market Value” or “Measure 5 Real Market
Value.” The assessment roll, a listing of all taxable property, is prepared as of January 1 of each year.
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Valuation of Property — Assessment. Property taxes are imposed on the assessed value of property. The assessed
value of each parcel cannot exceed its Taxable Real Market Value, and ordinarily is less than its Taxable Real
Market Value. The assessed value of property was initially established as a result of the enactment of a
constitutional amendment in 1997. That amendment (now Article XI, Section 11, often called “Measure 50”)
assigned each property a value that was in most cases less than its Taxable Real Market Value in Fiscal Year
1998, and limited increases in that assessed value to three percent per year, unless the property is improved,
rezoned, subdivided, or ceases to qualify for exemption. When property is newly constructed or reassessed
because it is improved, rezoned, subdivided, or ceases to qualify for exemption, it is assigned an assessed
value that is comparable to the assessed value of similar property.

The Oregon Department of Revenue (“ODR”) appraises and establishes values for utility property, forestland
and most large industrial property for county tax rolls. It collects taxes on harvested timber for distribution to
schools, county taxing districts, and State programs related to timber. Certain properties, such as utilities, are
valued on the unitary valuation approach. Under the unitary valuation approach, the taxpaying entity’s
operating system is defined and a value is assigned for the operating unit using the market value approach
(cost, market value and income appraisals). Values are then allocated to the entities’ operations in Oregon,
and then to each county the entity operates in and finally to site locations.

Generally speaking, industrial properties are valued using an income approach, but ODR may apply additions
or retirements to the property value through a cost of materials approach. Under the income and cost of
materials approaches, property values fluctuate from year-to-year.

Tax Rate Limitation — Real Market Value. A tax rate limitation was established as a result of the enactment of a
constitutional amendment in 1990. That amendment (now Article XI, Section 11b, often called “Measure 5”)
separates property taxes into two categories: one to fund the public school system (kindergarten through grade
twelve school districts, education service districts and community college districts) and one to fund
government operations other than the public school system. Public school system taxes are limited to $5 per
$1,000 of the Taxable Real Market Value of the property. Other government operations taxes are limited to $10
per $1,000 of the Taxable Real Market Value of property. In Fiscal Year 2008, there was no compression in the
City due to the tax rate limitation. Taxes imposed to pay the principal and interest on the following bonded
indebtedness are not subject to the foregoing limitations: (1) bonded indebtedness authorized by a specific
provision of the Oregon Constitution; and (2) general obligation bonded indebtedness incurred for capital
construction or improvements approved by the electors of the issuer and bonds issued to refund such bonds.
The City is authorized to levy an additional ad valorem property tax each year which is sufficient to pay the
Series 2009A Bonds; those levies are not subject to the limitations of Article XI, Sections 11 and 11b. The
City is not permitted to levy additional ad valorem property taxes to pay the Series 2009B Obligations; ad
valorem taxes that are used to pay the Financing Payments must be collected within the limitations of
Article XI, Sections 11 and 11b.

In 2007 the Oregon Supreme Court determined that taxes levied by general purpose governments (such as
cities and counties) may be subject to the $5 per $1,000 limit if those taxes are used for educational services
provided by public schools.

Property Tax Collections. Each county assessor is required to deliver the tax roll to the county tax collector in
sufficient time to mail tax statements on or before October 25 each year. All tax levy revenues collected by a
county for all taxing districts within the county are required to be placed in an unsegregated pool, and each
taxing districts shares in the pool in the same proportion as its levy bears to the total of all taxes levied by all
taxing districts within the county. As a result, the tax collection record of each taxing districts is a pro-rata
share of the total tax collection record of all taxing districts within the county combined.
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Under the partial payment schedule, taxes are payable in three equal installments on the 15th of November,
February and May of the same Fiscal Year. The method of giving notice of taxes due, the county treasurer’s
account for the money collected, the division of the taxes among the various taxing districts, notices of
delinquency, and collection procedures are all specified by detailed statutes. The lien for property taxes is
prior to all other liens or encumbrances of any kind on real or personal property subject to taxation. By law, a
county may not commence foreclosure of a tax lien on real property until three years have passed since the
first delinquency.

A Senior Citizen Property Tax Deferral Program (1963) allows certain homeowners to defer taxes until death or
sale of the home. A similar program is offered for Disability Tax Deferral (2001), which does not have an age
limitation.

The following tables represent historic tax information for the City.

Taxable Property Values

Fiscal Real Market AV Used to
Year Value® Calculate Rates®
2009 $ 4,507,161,484 $ 2,655,549,376
2008 4,464,348,037 2,516,737,956
2007 3,807,332,655 2,369,462,477
2006 3,186,256,026 2,266,911,704
2005 2,895,041,280 2,173,835,372

(1) Value represents the Real Market Value of taxable properties, including the reduction in Real Market Value of
specially assessed properties such as farm and forestland. This value is also commonly referred to as the Measure 5
Real Market Value by county assessors.

(2) Assessed value of property in the City on which the permanent rate is applied to derive ad valorem property taxes,
excluding urban renewal and any other offsets.

Source:  Clackamas County Department of Assessment and Taxation.

The following table presents the Fiscal Year 2009 tax rates for the City and other taxing jurisdictions within
Clackamas County that overlap the City. The City’s Operating Tax Rate Limit is $2.1200 per $1,000 of assessed
property value. The Operating Tax Rate Limit was calculated in conjunction with the implementation of
Measure 50 in 1997. After the Oregon Supreme Court ruling in Shilo Inn v. Multnomah County the county
assessor began to report billing rates. The permanent rates shown in the following table are the rates that are
actually applied to the assessed value of the taxing district. The permanent rates may be different from the
Operating Tax Rate Limit of the taxing district due to the decision by the taxing district to levy less than its
Operating Tax Rate Limit.
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Fiscal Year 2009 Representative Levy Rate
(Rates Per $1,000 of Assessed Value)

Local Urban Renewal

Billing Bond Option  Consolidated || Portion of the
General Government Rate Levy Rate Rate® Rate Cons. Rate®
City of West Linn $ 21200 $ 0.3784 $ 0.0000 $ 24984 $  0.0000
Clackamas County 2.4042 0.0000 0.2480 2.6522 0.0000
County Soil Conservation District 0.0500 0.0000 0.0000 0.0500 0.0008
Tualatin Valley Fire and Rescue 1.5252 0.0682 0.2500 1.8434 0.0000
Port of Portland 0.0701 0.0000 0.0000 0.0701 0.0012
Metro 0.0966 0.3018 0.0000 0.3984 0.0052
County Urban Renewal Special Levy 0.0736 0.0000 0.0000 0.0736 0.0000
Vector Control 0.0065 0.0000 0.0250 0.0315 0.0000
Tri-Met 0.0000 0.0803 0.0000 0.0803 0.0017
Total General Government 6.3462 0.8287 0.5230 7.6979 0.0089
Education
Clackamas Community College 0.5582 0.2002 0.0000 0.7584 0.0161
Clackamas ESD 0.3687 0.0000 0.0000 0.3687 0.0076
West Linn-Wilsonville School District 4.8684 2.6839 1.5000 9.0523 0.0000
Total Education 5.7953 2.8841 1.5000 10.1794 0.0237
Total Tax Rate $ 12.1415 $ 3.7128 $ 2.0230 $ 17.8773 $  0.0326

NOTE: County assessors report levy rates by tax code. Levy rates apply to the assessed property value. Tax rate limitations
are based on the Taxable Real Market Value and are only reported in total dollar amount of compression, if any, for each
taxing jurisdiction (see “TAX RATE LIMITATION - REAL MARKET VALUE” herein).

(1) Local Option Levies are voter-approved serial levies. They are limited by ORS 280.060 to five years for operations or
ten years for capital construction. Local Option Levy rates compress to zero before there is any compression of district
billing rates (see “TAX RATE LIMITATION — REAL MARKET VALUE” herein).

(2) A portion of the taxing districts’ consolidated rate is contributed to the Clackamas County Urban Renewal Agency
through tax increment financing.

Source: Clackamas County Department of Assessment and Taxation. Note that there are 2 tax codes in Clackamas County that
overlap the City and Tax Code 003-02 has the highest property value of these tax codes. Total tax levies in the City are $15.7218 and
$17.8773 per $1,000 of assessed property value.

Clackamas County
Tax Collection Record®

Fiscal Percent Collected as of
Year Levy Year® 6/30/2008°
2008 96.56% 96.56 %
2007 97.28% 99.08%
2006 97.59% 99.60%
2005 97.32% 99.86%
2004 96.92% 99.94%

(1) Percentage of total tax levy collection in Clackamas County. Pre-payment discounts are considered to be collected
when outstanding taxes are calculated. The tax rates are before offsets.

(2) The percentage of taxes collected in the “year of the levy” represents taxes collected in a single levy year, beginning
July 1 and ending June 30.

(3) The percentage of taxes shown in the column represents taxes collected cumulatively from July 1 of a given levy year
through June 30, 2007.

Source:  Clackamas County Department of Assessment and Taxation.
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Major Taxpayers

(As of Fiscal Year 2009)
City of West Linn
Percent of
Taxpayer Business/Service Tax Assessed Value ¥ Value
Portland General Electric ® Electrical utility $ 933,371 $ 59,828,000 2.25%
West Linn Paper Company Paper mill 454,176 28,967,604 1.09%
Blackhawk Nevada LLC Commercial office building 408,930 22,874,274 0.86%
Simpson Realty Group Commercial Real Estate 407,346 22,869,388 0.86%
West Linn Shopping Center Association = Retail shopping center 308,900 17,278,887 0.65%
Cascade Summit Retail LLC Safeway shopping center 274,104 15,332,521 0.58%
Summerlinn Apartments LLC Apartments 209,931 11,878,586 0.45%
Northwest Natural Natural gas utility 192,816 12,363,700 0.47%
VPC-OR West Linn Limited Partnership ~ Willamette Marketplace 146,471 8,193,130 0.31%
Renaissance Custom Homes LLC Residential contractor 141,395 7,909,209 0.30%
Subtotal - ten of City's largest taxpayers 207,495,299 7.81%
All other City taxpayers 2,448,054,077 92.19%
Total City $ 2,655,549,376 100.00%
Clackamas County
Percent
Taxpayer Business/Service Tax Assessed Value ”  of Value
Portland General Electric ? Electrical utility $ 6,699,383 $ 487,614,650 1.49%
Shorenstein Properties LLC Kruse Way properties 3,855,351 225,387,963 0.69%
General Growth Properties Inc. Town Center Mall 3,362,072 214,878,097 0.66%
Northwest Natural Natural gas utility 2,739,674 183,865,400 0.56%
Fred Meyer Stores Inc. Commercial /Retail 2,730,161 176,131,042 0.54%
PCC Structurals Inc. Manufacturing/ Aerospace 1,427,075 86,512,010 0.26%
Xerox Corporation Printing/Manufacturing 1,232,993 71,919,769 0.22%
Verizon Northwest Inc. Telecommunications 1,086,060 73,145,900 0.22%
Qwest Corporation Telecommunications 1,024,403 64,660,500 0.20%
Mentor Graphics Corporation Printing/Manufacturing 937,453 52,779,827 0.16%
Subtotal - ten of County's largest taxpayers 1,636,895,158 5.01%
All other County's taxpayers 31,019,075,522 94.99%
Total County $ 32,655,970,680 100.00%

(1) Assessed value does not exclude offsets such as urban renewal and farm tax credits.

(2) Portland General Electric is an electrical utility company whose service area covers about 4,000 square miles and a
population of about 1,508,000 people. The company generates electricity using hydropower, coal and gas combustion,
and wind power. Source: www.portlandgeneral.com.

Source:  Clackamas County Department of Assessment and Taxation.

Local Government Revenues

In addition to property tax revenue, Oregon cities generally have broad authority to impose and collect fees for
services, receive revenues from the State and Federal Government. These revenues are all subject to State and
Federal legislative changes and restrictions.

The City

General Description

The City was incorporated in 1913 and operates under the provision of its own charter and applicable State
law with a Manager-Council form of government. The City Charter was amended in May 2008 to change the
term of office of the Mayor from two to four years. The Mayor chairs City Council meetings. The mayor and
Council vote on all ordinances and legislative matters. The five Council members are part-time elected
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officials who exercise the legislative powers of the City and determine matters of policy. The City Manager is
appointed by the City Council. Other City department heads are appointed by the City Manager.

The City provides a full range of municipal services to the community which includes police protection, traffic
control and improvement, street maintenance and improvement, water, sewer and storm drain service,
planning and zoning regulation (building inspection and regulation), library service, municipal court and
parks and recreation.

The City Council

The City operates under a city charter with a council-manager form of government. The policies of the City
are established by an elected five-member City Council. The current members of the City Council follow:

City Council
Name Position Occupation Service Began Term Expires
Patti Galle Mayor Retired professional Jan. 1, 2009 Dec. 31, 2012
Jody Carson Councilor Healthcare contract manager Jan. 1, 2006 Dec. 31, 2010
Teri Cummings Councilor Retired professional Jan. 1, 2009 Dec. 31, 2012
Scott Burgess Councilor Consultant Jan. 1, 2005 Dec. 31, 2010
John Kovash Councilor Retired professional Jan. 1, 2009 Dec. 31, 2012

Key Administrative Officials

The City Manager is the City's chief administrative officer, who is appointed by the City Council for an
indefinite term and serves at the pleasure of the Council. The City Manager appoints all other key
administrative officials.

Chris Jordan, City Manager. ~Mr. Jordan began his tenure as City Manager in October 2005. For the previous
10 years, Mr. Jordan worked for the City of Lake Oswego where he was the Assistant City Manager overseeing
several departments including Finance and Parks and Recreation. Prior to his work in local government, Mr.
Jordan worked in Washington D.C. where he spent nine years with the White House's Office of Management
and Budget. He is currently a member of the League of Oregon Cities Committee on Finance and Taxation.
Mr. Jordan is a graduate of Cornell University in Ithaca, New York.

Richard Seals, Finance Director. ~Mr. Seals joined the City in October 2008 following nearly ten years as Finance
Director for the City of Lake Oswego, Oregon. Prior to joining the City of Lake Oswego, Mr. Seals was the
Controller for the Oregon State Lottery. He received undergraduate degrees in Accounting and Information
Systems Management as well as a Masters in Business Administration from California State University East
Bay. After completing his graduate program in 1986, Mr. Seals was employed by the accounting firm
PriceWaterhouse. He obtained his California CPA designation in 1989 and his Oregon CPA designation in
1990. Mr. Seals holds three professional licenses: Certified Public Accountant, Certified Management
Accountant, and Certified in Financial Management.

Staff
The City has 111 full-time employees and 36 part-time employees.

Bargaining Units

Bargaining Unit No. Employees Contract Expires
Clackamas County Peach Officers Association 24 3 years; June 30, 2010
American Federation of State, County and Municipal Employees 67 5 years; June 30, 2009
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Financial Factors

Financial Reporting and Accounting Policies

The City’s basic financial statements were prepared in conformity with accounting principles generally
accepted in the United States of America (“GAAP”) as prescribed by the Governmental Accounting Standards
Board (“GASB”).

GASB 34. The City has implemented the financial reporting model required by GASB Statement No. 34, Basic
Financial Statements — and Management’s Discussion and Analysis — for State and Local Governments. The
City follows the “governmental activities” and “business-type activities” reporting requirements of GASB-34,
Basic Financial Statements — and Management’s Discussion and Analysis — for State and Local Governments
that provides a comprehensive two-column look at the City’s financial activities. In addition, the City provides
financial statements by funds, divided into two categories: governmental funds and proprietary funds. The
General Fund is a governmental fund.

Additional information on the City’s accounting methods is available in the City’s audited financial
statements. A copy of the City’s audited financial report for Fiscal Year 2007 is attached hereto as Appendix B.

Auditing

Each Oregon municipal corporation must obtain an audit and examination of its funds and account groups at
least once each year pursuant to the Oregon Municipal Audit Law, ORS 297.405-297.555. Municipalities
having annual expenditures of less than $500,000, with the exception of counties and school districts, are
exempt from this requirement. All Oregon counties and school districts, regardless of amount of annual
expenditures, must obtain an audit annually. The required audit may be performed by the State Division of
Audits or by independent public accountants certified by the State as capable of auditing municipal
corporations.

Previous City management suspended annual auditing of its financial statements for Fiscal Years 2003 through
2005. Subsequent to a change in elected officials and management, auditing was resumed in early 2005. The
Fiscal Year 2003 audit was completed in 2005 by the City’s former auditor. During the Fiscal Year 2004 audit
in 2006 the City’s former auditor was terminated when the City discovered that its former Finance Director
embezzled approximately $1,420,000 over a five-year period. The City and its forensic auditors determined
that the funds were embezzled from the General Fund although specific accounts could not be identified.

In Fiscal Year 2007, the former Finance Director admitted to the embezzlement in an agreement with legal
authorities. The agreement entitles the City to restitution of the $1,420,000 plus statutory 9% per annum. The
former Finance Director has agreed to transfer to the City 75% of the equity in her personal residence
(estimated to be $100,000) and her Public Employee Retirement System personal retirement account (estimated
to be worth $175,000). The City received $100,000 from its insurance carrier during Fiscal Year 2007 and
$100,692 from the proceeds of her personal residence during Fiscal Year 2008, related to the embezzlement.

The City is in mediation with its former auditor and their insurance carrier to recover a portion of the
embezzled funds. The amount of recovery, if any, cannot be determined at this time.

In early 2007, following the conclusion of the forensic audit, the City selected Talbot, Korvola & Warwick LLP,
CPAs and Consultants, Portland, Oregon to be the City’s new auditor (the “Auditor”). Since early 2007 the
City has completed audits for Fiscal Years 2004 through 2007. Audited financial statements for fiscal year 2008
are anticipated to be completed prior to January 31, 2009. The Auditor was not requested to review this Official
Statement.

The City does not maintain adequate capital asset records to support amounts recorded in the financial
statements and the Auditor was unable to perform adequate alternative procedures to determine the cost and
accumulated depreciation of capital assets. The audit report for Fiscal Year 2007 indicates the financial
statements, in all material respects except for such adjustments discussed above, fairly present the City’s
financial position of the governmental activities, the business-type activities, each major fund and the

17



aggregate remaining fund information and the respective budgetary comparison for the General, 911
Emergency Communication Public Safety, Building Inspection, System Development and Park Bond
Construction Funds are in conformance with GAAP.

The audited financial report of the City as of June 30, 2007 is attached to this Official Statement as Appendix B.
Future financial statements may be ordered by contacting the individual nationally recognized municipal
securities information repositories (“NRMSIR”) at the addresses below, or by accessing the NRMSIR website,
located at: www.sec.gov/info/municipal/nrmsir.htm (this inactive textual reference to the website is not a
hyperlink and the website, by such reference, is not incorporated herein).

Bloomberg Municipal Repository DPC Data Inc.

100 Business Park Drive One Executive Drive

Skillman, NJ 08558 Fort Lee, NJ 07024

Phone: 609-279-3225 Phone: 201-346-0701

FAX: 609-279-5962 FAX: 201-947-0107

E-Mail: Munis@Bloomberg.com E-Mail: nrmsir@dpcdata.com
Interactive Data Pricing and Reference Data, Inc. Standard & Poor’s Securities Evaluations, Inc.
Attn.: NRMSIR 55 Water Street

100 William Street, 15% Floor 45% Floor

New York, NY 10038 New York, NY 10041

Phone: 212-771-6999; 800-689-8466 Phone: 212-438-4595

FAX: 212-771-7391 FAX: 212-438-3975

E-Mail: NRMSIR@interactivedata.com E-Mail: nrmsir_repository@sandp.com

Fund Structure

Beginning in Fiscal Year 2007, the City changed its fund structure, creating and consolidating special revenue
funds for the significant service operations of the City, including Police, Parks and Recreation, Library, and
Planning. These activities were previously accounted for in several special revenue funds that captured
specific revenue resources, in addition to activity reported in the general fund. As a result of this change,
property taxes are now directly allocated to the Police Fund, Parks and Recreation Fund and Library Fund.
The City's permanent rate generated $4,872,229 in fiscal year 2007 within the three funds ($2,130,000 in the
Parks and Recreation Fund, $3,629,720 in the Police Fund, and $850,000 in the Library Fund).

The City’s public safety Local Option Levy expired in Fiscal Year 2006. The City reallocated property tax
revenue from its permanent rate, increasing the amount to the Police Fund, and reducing the amount to the
Parks and Recreation Fund, while maintaining the amount to the Library Fund. Franchise fee revenue was
also reallocated, increasing the amount to the Police Fund, and reducing the amount to the Street Fund.
Effective Fiscal Year 2008, the City implemented a street fee to replace the reduction in franchise fee revenue to
the Street Fund.

A four-year summary of the City’s General Fund Balance Sheet and Statement of Revenues, Expenditures and
Changes in Fund Balance follows.
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General Fund Balance Sheet
(Fiscal Years)

Assets 2007 2006 2005 2004
Cash and investments $ 1,917,067 $ 2,176,323 $ 1,120,509 $ 1,172,849
Cash held by County Treasurer 0 0 24 870 28,291
Property taxes receivable 0 0 172,182 233,471
Accounts receivable 3,255 45,725 139,682 65,597
Interfund loan 0 0 110,001 26,778
Other assets 104,342 130,834 96,788 79,834
Total Assets $ 2,024,664 $ 2,352,882 $ 1,664,032 $ 1,606,820
Liabilities, Equity and Other Credits
Liabilities:
Accounts payable $ 279,107 $ 298,649 $ 209,331 $ 292,217
Accrued salaries and payroll taxes 250,367 278,510 292,904 263,104
Accrued vacation payable 0 0 88,966 88,966
Deposits payable 619,114 0 425,620 120,883
Deferred revenue 0 0 137,951 197,143
Other liabilities 28,735 543,066 69,918 0
Total Liabilities: 1,177,323 1,120,225 1,224,690 962,313
Fund Balance:
Reserved for prepaid expense 104,342 0 0 0
Unreserved 742,999 1,232,657 439,342 644,507
Total Fund Equity 847,341 1,232,657 439,342 644,507
Total Liabilities and Fund Equity $ 2,024,664 $ 2,352,882 $ 1,664,032 $ 1,606,820

Source: City of West Linn Audited Financial Statements.

[THE REST OF THIS PAGE INTENTIONALLY LEFT BLANK]
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General Fund Statement of Revenues, Expenditures and
Changes in Fund Balance
(Fiscal Years)

Revenues 2007 ¥ 2006 2005 2004
Property Taxes $ 0 $ 4641,720 $ 4,473,366 $ 4,308,348
Intergovernmental revenues 2,789 358,183 728,642 277,967
Franchise fees 0 1,299,088 1,557,784 1,685,735
Licenses and permits 50,023 291,987 342,929 228,256
Fines and forfeitures 476,079 513,503 463,254 314,451
Charges for services 91,040 1,277,475 1,152,919 1,137,629
Interest 52,487 2,478 45,717 17,572
Miscellaneous 199,295 99,207 150,340 125,730

Total Revenues 871,713 8,483,641 8,914,951 8,095,688
Expenditures
Current:

General government 3,216,021 3,628,433 3,163,816 2,967,186

Cultural and recreation 0 2,658,448 3,292,443 2,562,872

Public safety 0 2,396,475 2,471,825 2,122,875
Capital outlay 26,786 0 0 0
Debt service:

Principal 165,000 160,000 249,887 236,092

Interest 176,000 183,435 190,450 205,845

Total Expenditures 3,583,807 9,026,791 9,368,421 8,094,870
Excess (deficiency) of revenues over

expenditures (2,712,094) (543,150) (453,470) 818
Other Financing Sources (Uses)

Operating transfers in 2,643,900 1,597,064 913,156 775,445

Operating transfers out (317,062) (260,598) (664,851) (1,073,530)
Total Other Financing Sources (Uses) 2,326,838 1,336,466 248,305 (298,085)
Change in fund balance (385,256) 793,316 (205,165) (297,267)
Fund balance at beginning of year 1,232,658 439,342 644,507 620,683
Restatement 0 0 0 321,091
Ending fund balance $ 847,402 $ 1,232,658 $ 439,342 $ 644,507

(1) Significant differences in Fiscal Year 2007 are the result of the restructuring of City funds. See “Financial Factors —
Fund Structure” herein.

Source:  City of West Linn Audited Financial Statements.
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Parks Fund, Library Fund and Police Fund
Statement of Revenues, Expenditures and Changes in Fund Balance

(Fiscal Year 2007)
Library Public
Parks Fund Fund Safety Fund Total

Property Taxes $ 2,130,000 $ 850,000 $ 3,629,720 $ 6,609,720
Intergovernmental revenues 40,000 514,826 473,282 1,028,108
Franchise fees 0 0 1,186,248 1,186,248
Licenses and permits 48,025 0 55,946 103,971
Fines and forfeitures 0 64,610 26,530 91,140
Charges for services 347,496 0 1,008 348,504
Interest 42,704 19,990 113,961 176,655
Miscellaneous 3,173 5,922 33,055 42,150

Total Revenues 2,611,398 1,455,348 5,519,751 9,586,497
Expenditures
Current:

Cultural and recreation 1,728,853 1,121,355 0 2,850,208

Public safety 0 0 3,978,579 3,978,579
Capital outlay 118,622 0 134,593 253,215

Total Expenditures 1,847,475 1,121,355 4,113,172 7,082,002
Excess (deficiency) of revenues over

expenditures 763,923 333,993 1,406,579 2,504,495
Other Financing Sources (Uses)

Operating transfers in 0 0 0 0

Operating transfers out (455,883) (242,100) (927,704) (1,625,687)
Total Other Financing Sources (Uses) (455,883) (242,100) (927,704) (1,625,687)
Change in fund balance 308,040 91,893 478,875 878,808
Fund balance at beginning of year 0 220,685 565,483 786,168
Ending fund balance $ 308,040 $ 312578 $ 1,044,358 $ 1,664,976

Source: City of West Linn Audited Financial Statements for Fiscal Year 2007.

Budgetary Process

The City prepares an annual budget in accordance with the Oregon Local Budget Law. ORS Chapter 294
establishes standard procedures for all budget functions for all Oregon local governments. Under the
applicable provisions, there must be public participation in the budget process and the adopted budget must
be balanced.

The City’s administrative staff evaluates the budget requests of the various departments of the City to
determine the funding levels of the operating programs. The budget is presented to the public through public
hearings held by a budget committee consisting of Board members and lay members. After giving due
consideration to the input received from the citizens, the City Council adopts the budget, authorizes the
levying of taxes and sets appropriations. The budget must be adopted not later than June 30 of each Fiscal
Year.

The budget may be amended during the applicable Fiscal Year through the adoption of a supplemental
budget. Supplemental budgets may be adopted by the Board pursuant to ORS 294.480.
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General Fund Adopted Budget

(Years Ended June 30)
Resources 2009 2008
Fees and charges $ 132,000 $ 132,100
Fines and forfeits 479,000 450,000
Interest 44,000 40,000
Miscellaneous 500,000 487,400
Reimbursement charges 4,670,000 3,473,070
Beginning fund balance 741,873 709,203
Total Resources $ 6,566,873 $ 5,291,773
Expenditures
City council $ 50,000 $ 50,800
City managers office 770,300 863,429
Human resources 281,100 281,755
Finance 801,900 875,806
Municipal court 227,200 233,879
Information services 854,500 985,842
Facility services 580,300 546,689
Public works operations 1,261,500 0
Vehicle maintenance 361,800 0
Non-departmental:
Transfers to other funds 350,000 400,000
General services 51,500 71,800
Debt service 339,838 343,200
Reserves 636,935 638,573
Total Expenditures $ 6,566,873 $ 5,291,773

Source: City of West Linn Adopted Budget.

Investments

ORS 294.035 authorizes Oregon municipalities to invest in obligations, ranging from U.S. Treasury obligations
and Agency securities to municipal obligations, bankers’ acceptances, commercial paper, certificates of
deposit, corporate debt and guaranteed investment contracts, all subject to certain size and maturity
limitations. No municipality may have investments with maturities in excess of 18 months without adopting a
written investment policy which has been reviewed and approved by the Oregon Short Term Fund Board.
ORS 294.052 authorizes Oregon municipalities to invest proceeds of bonds or certificates of participation and
amounts held in a fund or account for such bonds or certificate of participations under an investment
agreements if the agreements: (i) produce a guaranteed rate of return; (ii) are fully collateralized by direct
obligations of, or obligations guaranteed by, the United States; and (iii) require that the collateral be held by
the municipality, an agent of the municipality or a third-party safekeeping agent.

Municipalities are also authorized to invest approximately $42.2 million (adjusted for inflation) in the Local
Government Investment Pool of the Oregon Short-Term Fund, which is managed by the State Treasurer’s
office. Such investments are managed in accordance with the “prudent person rule” (ORS 293.726) and
administrative regulations of the State Treasurer which may change from time to time. Eligible investments
presently include all of those listed above, as well as repurchase agreements and reverse repurchase
agreements. A listing of investments held by the Oregon Short-Term Fund is available on the Oregon State
Treasury website under “OTHER OSTF REPORTS - OSTF DETAILED MONTHLY REPORTS” at
www.ost.state.or.us/about/boards/OSTF/About.htm (this inactive textual reference to the website is not a
hyperlink and the website, by such reference, is not incorporated herein).
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Pension System

General. The City participates in a retirement pension benefit program under the State of Oregon Public
Employees Retirement System (“PERS” or the “System”). After six full months of employment, all City
employees are required to participate in PERS.

Employees hired before August 29, 2003 participate in the “Tier 1” and “Tier 2” pension programs (the “T1/T2
Pension Programs”). The T1/T2 Pension Programs are defined benefit pension plans that provide retirement
and disability benefits, annual cost-of-living adjustments, and death benefits to members and their
beneficiaries. Different benefit structures apply to participants depending on their date of hire.

Employees hired on or after August 29, 2003 participate in the Oregon Public Service Retirement Plan
(“OPSRP”) unless membership was previously established in the T1/T2 Pension Programs. OPSRP is a hybrid
defined contribution/defined benefit pension plan with two components. Employer contributions fund the
defined benefit program and employee contributions fund individual retirement accounts under the separate
defined contribution program.

Actuarial Valuation. Oregon statutes require an actuarial valuation of the System at least once every two years.
Based on the biennial actuarial valuations as of December 31 of odd-numbered years, such as 2005 and 2007, the
Public Employees Retirement Board (“PERB”) establishes the contribution rates that employers will pay to fund
the T1/T2 Pension Programs, OPSRP and the PERS-sponsored Retirement Health Insurance Account program
(“RHIA”) described below. Actuarial valuations have been performed annually as of December 31 of each year,
with the valuations as of December 31 of even-numbered years (such as 2006) used for advisory purposes only.

Current employer contribution rates are based on the December 31, 2005 actuarial valuation (the “2005
Valuation”). Contribution rates effective July 1, 2009 will be based on the December 31, 2007 actuarial valuation
(the “2007 Valuation”).

Valuation Rates Effective

December 31, 2005 July 1, 2007 — June 30, 2009
December 31,2006  Advisory only
December 31, 2007 July 1, 2009 — June 30, 2011

Employer Assets, Liabilities, and Unfunded Actuarial Liabilities. An employer’s unfunded actuarial liability
(“UAL”) is the excess of the actuarially determined present value of the employer’s benefit obligations to
employees over the existing actuarially determined assets available to pay those benefits.

According to the 2007 Valuation, the City’s T1/T2 Pension Programs UAL is a surplus of $2,929,780.

OPSRP’s assets and liabilities are pooled on a program-wide basis. These assets and liabilities are not tracked
or calculated on an employer basis. The City’s allocated share of OPSRP’s assets and liabilities is based on the
City’s proportionate share of OPSRP’s pooled payroll. According to the 2007 Valuation, the City’s allocated
share of OPSRP’s assets and liabilities results in an allocated OPSRP surplus of $62,377.

According to the 2007 Valuation, the City’s total pension UAL is a surplus of $2,992,157 as shown in the table
below.

2007 Valuation 2005 Valuation
T1/T2 UAL $  (2,929,780) $ 930,684
Allocated OPSRP UAL (62,377) 0
Net unfunded pension actuarial accrued liability $  (2,992,157) $ 930,684

The funded status of the PERS and of the City as reported by Mercer, the PERS actuary, will change over time
depending on the market performance of the securities that the Oregon Public Employees” Retirement Fund
(the “OPERF”) is invested, future changes in compensation and benefits of covered employees, demographic
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characteristics of members and methodologies and assumptions used by the actuary in estimating the assets
and liabilities of PERS. No assurance can be given that the UAL of PERS and of the City will not materially
increase.

Significant actuarial assumptions and methods used in the valuations included: (a) Projected Unit Credit
actuarial cost method, (b) asset valuation method based on market value, (c) rate of return on the investment of
present and future assets of 8%, (d) payroll growth rate of 3.75%, (e) consumer price inflation of 2.75% per
year, and (f) UAL amortization method of a level percentage of payroll over 20 years (fixed) for the T1/T2
Pension Programs and 16 years (fixed) for OPSRP.

Employer Contribution Rates. Employer contribution rates are calculated as a percent of covered payroll. The rates
are based on the current and projected cost of benefits and the anticipated level of funding available from the
OPEREF, including anticipated investment performance of the fund. Contribution rates are subject to future
adjustment based on factors such as the result of subsequent actuarial valuations and changes in benefits resulting
from legislative modifications. Employees are required to contribute six percent of their annual salary to the
respective programs. Employers are allowed to pay the employees’ contribution in addition to the required
employers’ contribution. The City has elected to make the employee contribution.

City Contribution Rates. The City’s current contribution rates are based on the 2005 Valuation and are effective
through June 30, 2009. Contribution rates for the City effective July 1, 2009 through June 30, 2011 are based on
the 2007 Valuation. The following table shows the City’s current employer contribution rates (2005 Valuation)
and the rates effective beginning July 1, 2009 (2007 Valuation):

2007 Valuation 2005 Valuation
OPSRP OPSRP ORSRP OPSRP
T1/T2 General P&F T1/T2 General P&F
Normal cost rate 7.48% 5.81% 8.52% 5.46% 5.82% 9.09%
UAL rate 3.12 3.12 3.12 8.22 8.22 8.22
Retiree Healthcare rate (RHIA) 0.29 0.19 0.19 0.37 0.26 0.26
Total net contribution rate 10.89% 9.12% 11.83% 14.05% 14.30% 17.57%

The employer contribution rate to fund RHIA benefits for T1/T2 employees is 0.37 percent of T1/T2 payroll and
0.26 percent of OPSRP payroll through June 30, 2009. Effective July 1, 2009 contribution rates for RHIA
benefits will be 0.29 percent of T1/T2 payroll and 0.19 percent of OPSRP payroll. These RHIA program
contribution rates are included in the total City employer contribution rates shown above and are not part of
the City’s pension cost but considered other post-employment benefits instead as described below.

Other Postemployment Benefits

GASB 45. GASB 45 will require the City to determine the extent of its liabilities for post employment benefits
and record the liability in its financial statements on an actuarial basis. This includes the requirement under
ORS 243.303 of offering the same healthcare benefits for current City employees to all retirees and their
dependents until such time as the retirees are eligible for Medicare. GASB 45 refers to this as an “implicit
subsidy” and requires that the corresponding liability be determined and reported.

The City has adopted early implementation of GASB 45 and will implement this pronouncement for the fiscal
year ended June 30, 2008. The City’s actuary for its non-PERS post employment benefits (“OPEB”), Milliman,
has completed an actuarial valuation as of August 1, 2006. The actuarial report indicates that based solely on
the implicit subsidy, the City’s UAL for its non-PERS OPEB is approximately $1,449,903 (other than RHIA, as
described below, the City has no explicit OPEB benefits) with an annual required contribution as of June 30,
2008 of approximately $227,671. The City currently pays $45,975 on a “pay-as-you-go” basis. The City
currently plans to continue to pay its non-PERS OPEB on a “pay-as-you-go” basis.

Retirement Health Insurance Account. PERS retirees who receive benefits through the Tier 1 and Tier 2 plans and
are enrolled in certain PERS administered health insurance programs, may receive a subsidy towards the
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payment of health insurance premiums. Under ORS 238.420, retirees may receive a subsidy for Medicare
supplemental health insurance of up to $60 per month towards the cost of their health insurance premium
under the RHIA plan. The RHIA program’s assets and liabilities are pooled on a system-wide basis and are
not tracked or calculated on an employer basis. According to the 2007 System Valuation, this program had a
UAL of approximately $248.8 million. The City’s allocated share of the RHIA program’s assets and liabilities is
based on the City’s proportionate share of the program’s pooled payroll. According to the 2007 Valuation, the
City’s allocated share of the RHIA program’s UAL is $215,412.

Risk Management

The City is exposed to various risks of loss. A description of the risks is provided in the City’s audited
financial statements. The audited financial statement for Fiscal Year 2007 is attached hereto as Appendix B.

Demographic Information

General

The City is located 12 miles south of Portland, Oregon in the County. The City [rlackamas County
covers 7.5 miles and is bordered by the Willamette and Tualatin River. The City )
is part of the Portland-Vancouver Metropolitan Statistical Area (the “Portland
PMSA”), which includes Clackamas, Columbia, Multnomah, Washington and
Yamhill Counties in Oregon, and Clark and Skamania Counties in Washington.

This section will focus on the County and the City. To the extent information is
not available at the local level, information will be provided for the Portland
PMSA.

Population

The City’s estimated population is currently 24,180. The following table shows the historic population for the
State, County and the City:

Population
State of Oregon, Clackamas County and the City of West Linn
State of  Clackamas City of
July 1 Oregon County West Linn
2007 3,745455 372,270 24,180
2006 3,690,505 367,040 24,180
2005 3,631,440 361,300 24,080
2004 3,582,600 356,250 23,970
2003 3,541,500 353,450 23,820
April 1V

2000 3,421,399 338,391 22,261
1990 2,842,321 278,850 16,389

(1) U.S.Census Count on April 1.
Source:  Center for Population Research and Census, Portland State University.
Economic Overview

Portland PMSA. The economy of the Portland metropolitan area is broad and widely diversified. The Portland
PMSA includes the State’s largest employers, including Intel, Providence Health System, Safeway, Oregon
Health & Sciences University, Fred Meyer, Kaiser Foundation Health Plan, Legacy Health System, and Nike.
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Currently, manufacturing accounts for 12 percent of the total non-farm employment in the Portland PMSA,
while trade, transportation and utilities accounts for 20 percent, government jobs 14 percent, professional and
business services 13 percent, education and health services 13 percent, and leisure and hospitality 9 percent.

Major employers in the City include the West Linn-Wilsonville School District, Tanner Spring Assisted Living,
West Linn Paper Company, Safeway, and ESP Technologies.

The number of acres harvested and gross farm sales in the County are as follows:

Clackamas County
Harvested Acreage and Gross Farm Sales

Gross Farm Sales ($ in thousands)

Harvested Animal Total Gross
Year Acreage Crop Sales Products Sales Farm Sales
2007 43,027 $ 353421 $ 56,492 $ 409914
2006 45,576 341,004 53,552 394,556
2005 45,886 312,329 49,589 361,918
2004 46,994 308,280 47,076 355,356
2003 51,791 297,749 43,430 341,179

Top Commodities in
Clackamas County (2007)

Rank Commodity Sales

1 Nursery Crops $ 198,557,000
2 Christmas Trees 32,433,000
3 Greenhouse Crops 27,670,000
4 Chicken Eggs 27,050,760
5 Farm Forest Products 20,590,000

Source: Oregon State University Extension Service’s Oregon Agriculture Information Network, Harvested Acreage Summary Report,
Gross Farm Sales Reports, Commodity Report; January 23, 2008.

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

Clackamas County and State of Oregon
Total Personal and Per Capita Income

Clackamas County State of Oregon
Dividends, Per Capita Dividends, Per Capita
Personal Interest, Per Dividends, Personal Interest, Rent Dividends,
Income ($000 Rent ($000  Capita Interest, | Income ($000 (%000 Per Capita  Interest,

Year Omitted) Omitted) Income Rent Omitted) Omitted) Income Rent
2007 N/A N/A N/A N/A| $ 130,353,173 $ 25,772,723 $34,784 % 6,877
2006 $ 15,371,418 $ 2,972,562 $ 41,378 $ 8,002 122,909,475 23,881,696 33,299 6,470
2005 14,327,255 2,669,207 39,116 7,287 114,703,242 21,480,584 31,599 5,918
2004 13,599,941 2,563,010 37,631 7,092 109,717,646 21,023,881 30,621 5,868
2003 12,813,995 2,229,676 35,973 6,259 105,160,987 19,799,945 29,565 5,567
2002 12,430,074 2,161,378 35,316 6,141 101,881,884 19,502,101 28,931 5,538

Source: U.S. Department of Commerce, Bureau of Economic Analysis, April 24, 2008.
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Employment. Non-farm employment within the County is described in the following tables:

Portland PMSA
Labor Force Summary @

(by place of residence)

2007 Change from
2008?2007 2006 2005 2004 2003 | 2006 2005 2004 2003
Civilian Labor Force 1,157,600 1,147,853 1,126,232 1,106,334 1,094,611 1,092,887| 21,621 41,519 53,242 54,966
Unemployment 61,417 55,959 57,245 64,717 76,984 90,272 -1,286 -8,758 -21,025 -34,313
Percent of Labor Force 5.3% 4.9% 5.1% 5.8% 7.0% 8.3% XX XX XX XX
Total Employment 1,096,183 1,091,894 1,068,987 1,041,617 1,017,627 1,002,615| 22,907 50,277 74,267 89,279
Non-Agricultural Wage & Salary Employment ©
2007 Change from
2008 @ 2007 2006 2005 2004 2003 2006 2005 2004 2003
Total Nonfarm Payroll Employment 1,039,667 1,036,900 1,015300 983,600 954,100 934,300 21,600 53,300 82,800 102,600
Total Private 891,583 894,500 876,400 846,000 817,900 800,800 18,100 48,500 76,600 93,700
Natural resources and mining 1,583 1,600 1,700 1,800 1,700 1,700 -100 -200 -100 -100
Construction 63,300 65,700 63,200 58,500 53,900 50,100 2,500 7,200 11,800 15,600
Manufacturing 124,850 126,000 126,600 123,400 120,100 118,100 -600 2,600 5,900 7,900
Trade, transportation, and utilities 204,383 206,600 202,600 198,000 193,400 190,900 4,000 8,600 13,200 15,700
Information 24,933 24,700 24,000 23,100 22,500 22,500 700 1,600 2,200 2,200
Financial activities 70,250 71,500 70,600 68,200 66,100 66,400 900 3,300 5,400 5,100
Professional and business services 135,833 136,300 134,700 128,500 122,100 117,900 1,600 7,800 14,200 18,400
Educational and health services 131,017 127,500 123,200 119,800 115,700 113,600 4,300 7,700 11,800 13,900
Leisure and hospitality 98,517 97,800 94,100 90,100 87,700 85,6001 3,700 7,700 10,100 12,200
Other services 36,833 36,600 35,700 34,500 34,700 34,000 900 2,100 1,900 2,600
Government 148,083 142,400 138,900 137,600 136,200 133,500f 3,500 4,800 6,200 8,900

(1) Civilian labor force includes employed and unemployed individuals 16 years and older by place of residence.
Employed includes nonfarm payroll employment, self-employed, unpaid family workers, domestics, agriculture and
labor disputants. Data are adjusted for multiple job-holding and commuting.

(2) Data as of second quarter 2008.

(3) Nonfarm payroll data are based on the 1987 Standard Industrial Classification manual. The data are by place of work.
Persons working multiple jobs are counted more than once. The data excludes the self-employed, volunteers, unpaid
family workers, and domestics.

Source: State of Oregon Employment Department, September 2008.

[THE REST OF THIS PAGE INTENTIONALLY LEFT BLANK]
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Major Employers in the City of West Linn

(2007-08)
No.
Company Service Employees
West Linn-Wilsonville School District ~ Education 750
Tanner Spring Assisted Living Assisted living 250
West Linn Paper Sales Co Paper mill 250
Safeway Grocery 170
Technocom Inc (ESP Technologies) Electrical contractors 140
City of West Linn Government 130
Albertsons Grocery 100
Rose Linn Vintage Place Nursing Care Facilities 80
Oregon Golf Club Golf Club 80
Pond Maintenance Services Landscape maintenance services 75
Zupan's Market Grocery 70
Laidlaw Transit Inc School buses 70
Elton Enterprises IV Inc Restaurant 70

Source: Harris Infosource, February 6, 2008.

Building Permits.  Residential building permits are an indicator of growth within a region. The number and
valuation of new single-family residential building permits in the City are listed below. No multi-family
residential building permits have been issued in the past six years.

City of West Linn
Residential Building Permits

New Single Family
Year Number Construction Cost
2008 @ 61 $ 19,919,391
2007 89 31,181,746
2006 63 22,324,694
2005 76 24,112,159
2004 47 15,630,003
2003 85 27,646,961

(1) As of October 1, 2008.
Source: U.S. Census Bureau, November 24, 2008.

Transportation. The City is served by Highway 43, and Interstate 205. The Port of Portland (the “Port”), which
provides commercial aviation services, is located approximately 20 miles from the city center. Bus service is
provided by Tri-Met, the Portland Metropolitan Area’s transportation authority, and Greyhound.

Commercial air transportation is available at Portland International Airport (“PDX”). PDX, operated by the
Port, is served by 17 scheduled passenger air carriers and three charter services. Fourteen cargo carriers
service PDX. The Port also operates three general aviation airports in Troutdale, Hillsboro and Mulino.

Higher Education. Institutions of higher learning in the area include independent institutions such as Reed
College, Lewis and Clark College, Pacific University, and church-affiliated institutions such as the University
of Portland, Warner Pacific College, and Columbia Pacific College. Portland State University, which is part of
the Oregon University System of Higher Education, and the Oregon Health and Science University are located
in the area. Portland Community College, Mt. Hood Community College, and Clackamas Community College
are part of the State’s community college system.
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Healthcare. Healthcare services are available at the Legacy Meridian Park Hospital in Tualatin, 8 miles from
the City; Oregon Health and Sciences University (12.5 miles from the City); and Willamette Falls Hospital (4
miles from the City.

The Initiative and Referendum Process

The Oregon Constitution, Article IV, Section 1, reserves to the people of the State the initiative and referendum
power pursuant to which measures designed to amend the Oregon Constitution or enact legislation can be
placed on the statewide general election ballot for consideration by the voters.

Pursuant to ORS 250.125, a five-member Committee composed of the Secretary of State, the State Treasurer,
the Director of the Department of Revenue, the Director of the Department of Administrative Services, and a
local government representative must prepare an estimate of the direct financial impact of each measure
(“Financial Estimate Statements”) to be printed in the voters” pamphlet and on the ballot.

Referendum

“Referendum” generally means measures that have been passed by a legislative body, such as the Legislative
Assembly or the governing body of a district, county or other political subdivision and referred to the electors
by the legislative body, or by petition prior to the measure’s effective date.

In Oregon, both houses of the Legislative Assembly must vote to refer a statute or constitutional amendment
for a popular vote. Such referrals cannot be vetoed by the governor. Any change to the Oregon Constitution
passed by the Legislative Assembly requires referral to voters. In the case of a referendum by petition,
proponents of the referendum must obtain a specified number of signatures from qualified voters. The
required number of signatures is equal to four percent of the votes cast for all candidates for governor at the
preceding gubernatorial election.

The 2007 Legislative Assembly referred nine measures to voters. The measures appeared on the ballot at the
November 6, 2007 special election, May 20, 2008 primary election, and November 4, 2008 general election.
Eight of the nine measures were approved, and one was rejected.

Among the measures approved at the November 4, 2008 election was a constitutional change providing that
May and November property tax elections are decided by majority of voters voting (Measure 56) and a
statutory change to increase sentences for drug trafficking, theft against elderly and specified repeat property
and identity theft crimes, and require addiction treatment for certain offenders (Measure 57).

The Financial Estimate Statement for Measure 57 estimates the measure would require additional State
spending of approximately $9 million in the first year, $74 million in the second year, $79 million in the third
year, $106 million in the fourth year, and $143 million each year thereafter. The State may also need to borrow
an estimated $314 million from 2010 to 2017 to build new prison space.

Initiatives

“Initiative” generally means a new measure placed before the voters as a result of a petition circulated by one
or more private citizens.

Any person may file a proposed initiative with the Oregon Secretary of State’s office. The Oregon Attorney
General is required by law to draft a proposed ballot title for the initiative. Public comment on the draft ballot
title is then solicited by the Secretary of State. After considering any public comments submitted, the Attorney
General will either certify the draft ballot title or revise the draft ballot title. Any elector that submitted written
comments who is dissatisfied with the ballot title certified by the Attorney General may petition the Oregon
Supreme Court seeking a revision of the certified ballot title.

Once the ballot title has been certified and the Secretary of State has authorized the petitioners, the proponents
of the initiative may start gathering initiative petition signatures from qualified voters. The number of
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signatures required is determined by a fixed percentage of the votes cast for all candidates for governor at the
preceding gubernatorial election. The signature requirements are eight percent for a constitutional measure
(110,358 signatures for November 2010) and six percent for a statutory initiative (82,769 signatures for
November 2010).

The initiative petition must be filed with the Secretary of State not less than four months prior to the general
election at which the proposed measure is to be voted upon. As a practical matter, proponents of an initiative
have approximately two years in which to gather the necessary number of signatures. State law permits
persons circulating initiative petitions to pay money to persons obtaining signatures for the petition. If the
person obtaining signatures is being paid, the signature sheet must contain a notice of such payment.

Historical Initiative Petitions. The number of initiatives that have been approved in general elections since 1998
are as follows:

Historic Initiative Petitions

Number of Year of Number of Initiatives Initiatives that
General Election that Qualified were Approved

2008 8 0

2006 10 3

2004 6 2

2002 7 3

2000 18 4

1998 10 6

NOTE: The Secretary of State posts a listing of initiatives on its web site: www.sos.state.or.us.
Source:  Elections Division, Oregon Secretary of State, Initiative, Referendum and Referral Log, Elections Division.

Land Use Measures On November 6, 2007, Oregon voters approved Measure 49 (“Measure 49”), which modifies
a previous measure approved by the voters in 2004 (“Measure 37”). Measure 37 entitled landowners to
compensation for reduction in or release from a land use regulation when the land use regulation restricts the
use of the property and reduces its market value if it was enacted after the owner or a family member
purchased the property. Property owners seeking compensation or release from regulations under both
Measure 49 and Measure 37 must file a claim with the governmental entity which enacted or enforced the
regulation.

For claims filed before June 28, 2007, Measure 49 replaced the remedies of Measure 37 with an approval for
claimants to establish a specific number of homesites as a form of compensation.

All claims filed after June 28, 2007 are treated as Measure 49 claims. Measure 49 claims may only be filed for
regulations enacted after January 1, 2007, and Measure 49 claims may only be filed for land use regulations
that limit residential uses of property or restrict farming or forest practices. Under Measure 49, claimants must
demonstrate the reduction in value of the property, and may only be exempted from regulation to the extent
necessary to allow additional residential development of a value comparable to the value lost as a result of the
regulation

City Charter

In addition to statutory and constitutional changes by the Legislative Assembly and the initiative and
referendum process, the independent basis of legislative authority has been granted to cities in Oregon by
municipal charters. A copy of the City Charter is available on the City’s website at: www.ci.west-linn.or.us.

30



Legal Matters and Litigation

Legal Matters

Legal matters incident to the authorization, issuance and sale of the Securities by the City are subject to the
approving legal opinion of Bond Counsel, substantially in the form attached hereto as Appendix A. Bond
Counsel has reviewed this document only to confirm that the portions of it describing the Securities and the
authority to issue them conform to the Securities and the applicable laws under which they are issued.

Litigation
There is no litigation pending questioning the validity of the Securities nor the power and authority of the City

to issue the Securities. There is no litigation pending which would materially affect the finances of the City or
affect the City’s ability to meet debt service requirements on the Securities.

Challenge to Tort Claims Act Limits. On December 28, 2007, the Oregon Supreme Court decided a case, Clarke v.
Oregon Health Sciences University ("OHSU"), challenging the constitutionality of parts of the Oregon Tort
Claims Act (“OTCA”) as applied. Under the OTCA, the State's common law sovereign immunity from suit is
lifted and claims may be brought against a public body in Oregon, including the City. The liability of public
bodies, however, is capped at $200,000 for individual personal injury claims. In addition, the public body has
to be substituted as a defendant in lieu of individual employees of the public body, thereby limiting recovery
for claims against individual employees to the limits applicable to public bodies. In Clarke, the plaintiff was
severely disabled as a result of the negligence of health professionals employed at OHSU, which is a public
body under the OTCA. The damages alleged amounted to approximately $12 million.

Article I, Section 10 of the Oregon Constitution provides the right to a remedy to persons who are injured in
their person, property or reputation. The Clarke court concluded that the $200,000 cap on the amount of
potential recovery, did not provide a substantial remedy to plaintiff in lieu of what plaintiff would have been
able to claim at common law from individual government employees who were admittedly
negligent. Therefore, the substitution of OHSU for the individual plaintiffs, under the facts at issue
in Clarke, violated Article I, Section 10 of the Oregon Constitution.

Under the OTCA, the City currently indemnifies its employees for liability that they incur due to negligence
within the scope of their work. Accordingly, the decision may result in the City paying more to indemnify its
employees who are no longer protected by the damage cap. These increased payments may result from higher
insurance premiums imposed on Oregon public bodies or because of increased damages in litigation. The City
cannot predict the amount or impact of such potential payments on its finances.

Tax Matters

Tax Exemption

In the opinion of Bond Counsel, the portion of the payments made under the Financing Agreement designated
as and constituting interest received by the holders of the Series 2009B Obligations (the “Interest”) and the
interest on the Series 2009A Bonds (together with the Interest, the “Interest on the Securities”) 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 Securities
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 Securities, including investment
restrictions, periodic payments of arbitrage profits to the United States, requirements regarding the use of
proceeds of the Securities and the facilities financed and refinanced with proceeds of the Securities and certain
other matters. The City has covenanted to comply with all applicable requirements.

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

Except as expressly stated in this Tax Matters section, Bond Counsel expresses no opinion regarding any other
federal or state income tax consequences of acquiring, carrying, owning or disposing of the Securities. Holders
of the Securities should consult their tax advisors regarding the applicability of any collateral tax consequences
of owning the Securities, 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 Securities should be aware that ownership of the Securities 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
Securities. Bond Counsel expresses no opinion regarding any collateral tax consequences. Prospective
purchasers of the Securities should consult their tax advisors regarding collateral federal income tax
consequences.

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

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

Premium

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

Original Issue Discount

The initial public offering price of certain Securities (the "Original Issue Discount Security”) is less than the
stated redemption price at maturity. In such case, the difference between (i) the stated amount payable at the
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maturity of an Original Issue Discount Security and (ii) the initial public offering price of that Original Issue
Discount Security constitutes original issue discount with respect to that Original Issue Discount Security in
the hands of the owner who purchased that Original Issue Discount Security at the initial public offering price
in the initial public offering of the Securities. 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 Security
equal to that portion of the amount of the original issue discount allocable to the period that such Original
Issue Discount Security continues to be owned by the initial owner.

In the event of the redemption, sale or other taxable disposition of an Original Issue Discount Security prior to
its stated maturity, however, the amount realized by the initial owner in excess of the basis of the Original
Issue Discount Security in the hands of its initial owner (adjusted upward by the portion of the original issue
discount allocable to the period for which such Security was held by the initial owner) is includable in gross
income. Purchasers of Original Issue Discount Securities 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 Securities.

Qualified Tax-Exempt Obligations

The City has designated the Securities as “qualified tax-exempt obligations” within the meaning of Section
265(b)(3)(B) of the Internal Revenue Code of 1986, as amended.

Oregon State Tax Exemption

In the opinion of Bond Counsel, Interest on the Securities is exempt from Oregon personal income tax under
existing law.

Continuing Disclosure

The Securities and Exchange Commission has published amendments to Rule 15¢2-12 (the “Rule”) that require
at least annual disclosure of current financial information and timely disclosure of certain events with respect
to the Securities, if material. Pursuant to the Rule, the City has agreed to provide to each nationally recognized
municipal securities information repository and to the appropriate state information depository, if any,
audited financial information of the City and certain financial information or operating data. In addition, the
City has agreed to provide to the Municipal Securities Rulemaking Board and to any state information
repository, notice of certain events, pursuant to the requirements of Section (b)(5)(i) of the Rule.

The City failed to comply with its prior undertakings under the Rule. See "Financial Factors - Auditing"
herein. The City filed its audited financial statements for Fiscal Years 2001 through 2006 on June 20, 2008,
expects to file its audited financial statements for Fiscal Year 2007 in December 2008, and expects to file its
audited financial statements for Fiscal Year 2008 within the time required by the Continuing Disclosure
Certificate for the Securities.

A copy of the form of the City’s Continuing Disclosure Certificate is attached hereto as Appendix D.

Rating

As noted on the cover page of this Official Statement, Standard & Poor’s Ratings Services, a Division of The
McGraw-Hill Companies, has assigned its underlying rating of “AA-" to the Securities. The rating reflects
only the views of the rating agency and an explanation of the significance of the rating may be obtained from
the rating agency. There is no assurance that the rating will be retained for any given period of time or that the
rating will not be revised downward or withdrawn entirely by the rating agency if, in its judgment,
circumstances so warrant. Any such downward revision or withdrawal of the rating will be likely to have an
adverse effect on the market price of the Securities.
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Underwriting

The Series 2009A Bonds are being purchased by the Underwriter. The purchase contract provides that the
Underwriter will purchase all of the Series 2009A Bonds, if any are purchased, at a price of 102.225 percent of
the par value of the Series 2009A Bonds, plus accrued interest. The purchase contract provides that the Series
2009A Bonds will be reoffered at an average price of 102.994 percent of the par value of the Series 2009A
Bonds. After the initial public offering, the public offering prices may be varied from time to time.

The Series 2009B Obligations are being purchased by the Underwriter. The purchase contract provides that the
Underwriter will purchase all of the Series 2009B Obligations, if any are purchased, at a price of 99.720 percent
of the par value of the Series 2009B Obligations, plus accrued interest. The purchase contract provides that the
Series 2009B Obligations will be reoffered at an average price of 100.614 percent of the par value of the Series
2009B Obligations. After the initial public offering, the public offering prices may be varied from time to time.

Concluding Statement

The information contained herein should not be construed as representing all conditions affecting the City or
the Securities. Additional information may be obtained from the City. The statements relating to the
Resolutions, Financing Agreement and escrow agreement are in summarized form, and in all respects are
subject to and qualified in their entirety by express reference to the provisions of such document in its
complete form.

The information assembled herein is not to be construed as a contract with Owners of the Securities.
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K&l Gates L

K& L | GAT E S 222 SW Columbia Street
Suite 1400
Portland, OR 97201-6632

16083.228.3200 www.klgates.com

January 21, 2009

City of West Linn Seattle-Northwest Securities Corporation
22500 Salamo Road 1000 SW Broadway Ste 1800
West Linn, Oregon 97068 Portland, OR 97205

Subject: $4,915,000 City of West Linn, Oregon General Obligation Refunding Bonds
Series 2009A

We have acted as bond counsel in connection with the issuance by the City of West Linn, Oregon
(the "City") of its General Obligation Refunding Bonds, Series 2009A (the "Bonds"), in the aggregate principal
amount of $4,915,000. The Bonds are issued pursuant to Resolution No. 08-06 of the City adopted on February 11,
2008, and a Bond Declaration dated the date of delivery of the Bonds (collectively, the “Resolution”).

We have examined the law, a duly certified transcript of proceedings of the City, prepared in part
by us, relating to the issuance and sale of the Bonds, and other documents which we deem necessary to render this
opinion.

We have not been engaged or undertaken to review the accuracy, completeness or sufficiency of
the official statement or other offering material relating to the Bonds, except to the extent, if any, stated in the
official statement, and we express no opinion relating thereto, excepting only the matters set forth as our opinion in
the official statement.

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

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

1. The Bonds have been legally authorized, sold and issued under and pursuant to the
Constitution and Statutes of the State of Oregon, the City Charter and the Resolution. The Bonds constitute valid
and legally binding general obligations of the City enforceable in accordance with their terms.

2. The City has pledged its full faith and credit to the payment of the Bonds. The Bonds are
payable from ad valorem taxes which may be levied without limitation as to rate or amount on all taxable property
within the boundaries of the City.

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

4, Interest on the Bonds is exempt from Oregon personal income tax.

We note that the City has designated the Bonds as “qualified tax-exempt obligations” within the
meaning of Section 265(b)(3) of the Code.
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Except as expressly stated above, we express no opinion regarding any other federal or state
income tax consequences of acquiring, carrying, owning or disposing of the Bonds. Owners of the Bonds should
consult their tax advisors regarding the applicability of any collateral tax consequences of owning the Bonds, which
may include original issue discount, original issue premium, purchase at a market discount or at a premium, taxation
upon sale, redemption or other disposition, and various withholding requirements.

This opinion is based on existing law and we assume no obligation to update or supplement this
opinion to reflect any facts or circumstances that may hereafter come to our attention or any changes in law that may
hereafter occur or become effective.

This opinion is limited to matters of Oregon law and applicable federal law, and we assume no
responsibility as to the applicability of laws of other jurisdictions.

The portion of this opinion that is set forth in paragraph 1, above, is qualified only to the extent
that enforceability of the Bonds may be limited by or rendered ineffective by (i) bankruptcy, insolvency, fraudulent
conveyance, reorganization, moratorium and other similar laws affecting creditors’ rights generally; (ii) the
application of equitable principles and the exercise of judicial discretion in appropriate cases; (iii) common law and
statutes affecting the enforceability of contractual obligations generally; and (iv) principles of public policy
concerning, affecting or limiting the enforcement of rights or remedies against governmental entities such as the
City.

This opinion is provided to you as a legal opinion only, and not as a guaranty or warranty of the
matters discussed herein. No opinions may be inferred or implied beyond the matters expressly stated herein. No
qualification, limitation or exception contained herein shall be construed in any way to limit the scope of the other
qualifications, limitations and exceptions. For purposes of this opinion, the terms “law” and “laws” do not include
unpublished judicial decisions, and we disclaim the effect of any such decision on this opinion.

This opinion is given solely for your benefit in connection with the above referenced bond
financing and may not be relied on in any manner or for any purpose by any person or entity other than the
addressees listed above and the owners of the Bonds, nor may copies be furnished to any other person or entity,
without the prior written consent of this firm.

We have served only as bond counsel to the City in connection with the Bonds and have not
represented any other party in connection with the Bonds. Therefore, no attorney-client relationship shall arise by
virtue of our addressing this opinion to persons other than the City.

Respectfully submitted,
K&L GATES LLP

Lawyers
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January 21, 2009

City of West Linn Seattle-Northwest Securities Corporation
22500 Salamo Road 1000 S.W. Broadway, Suite 1800
West Linn, Oregon 97068 Portland, Oregon 97205
Subject:  $4,035,000 City of West Linn, Oregon, Full Faith and Credit Obligations,
Series 2009B

Ladies and Gentlemen:

We have acted as special counsel in connection with the execution and delivery of a Financing
Agreement (the “Financing Agreement”) between the City of West Linn, Oregon (the "City"), and U.S. Bank
National Association (the “Escrow Agent”) in the principal amount of $4,035,000. The City has also entered into an
Escrow Agreement with U.S. Bank National Association (the “Escrow Agreement”) in which the City has instructed
the Escrow Agent to issue Full Faith and Credit Obligations, Series 2009B (the “Obligations”) representing
proportionate interests in the Financing Payments (the “Financing Payments”) to be made by the City under the
Financing Agreement. The Financing Agreement is authorized by Oregon Revised Statutes Section 271.390, and
Resolution No. 08-45 adopted on November 24, 2008 (the “Resolution™).

We have examined the law, a duly certified transcript of proceedings of the City, prepared in part
by us, relating to the issuance and sale of the Obligations, and other documents which we deem necessary to render
this opinion.

We have not been engaged or undertaken to review the accuracy, completeness or sufficiency of
the official statement or other offering material relating to the Obligations, except to the extent, if any, stated in the
official statement, and we express no opinion relating thereto, excepting only the matters set forth as our opinion in
the official statement.

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

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

1. The Financing Agreement and the Escrow Agreement have been legally authorized,
executed and delivered by the City under and pursuant to the Constitution and Statutes of the State of Oregon and
Resolution of the City, and constitute valid and legally binding obligations of the City that are enforceable against
the City in accordance with their terms.

2. The Financing Payments are payable from any and all of the City’s legally available
taxes, revenues and other funds. The City has pledged its full faith and credit and taxing power within the
limitations of Sections 11 and 11b of Article XI of the Oregon Constitution to pay the Financing Payments.

3. The interest component of the Financing Payments that is paid to owners of the
Obligations (“Interest”) 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 is taken into account in determining adjusted current earnings for the purpose of computing the alternative
minimum tax imposed on certain corporations. The opinion set forth in the preceding sentence is subject to the
condition that the City comply with all requirements of the Internal Revenue Code of 1986, as amended (the
“Code™), that must be satisfied subsequent to the issuance of the Obligations in order that the Interest be, and
continue to be, excludable from gross income for federal income tax purposes. The City has covenanted to comply
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with all applicable requirements. Failure to comply with certain of such covenants may cause the Interest to be
included in gross income for federal income tax purposes retroactively to the date of issuance of the Obligations.

4. Interest is exempt from Oregon personal income tax.

We note that the City has designated the Financing Agreement as a “qualified tax-exempt
obligation” pursuant to Section 265(b)(3) of the Code.

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

This opinion is based on existing law and we assume no obligation to update or supplement this
opinion to reflect any facts or circumstances that may hereafter come to our attention or any changes in law that may
hereafter occur or become effective.

This opinion is limited to matters of Oregon law and applicable federal law, and we assume no
responsibility as to the applicability of laws of other jurisdictions.

The portion of this opinion that is set forth in paragraph 1 above is qualified only to the extent that
enforceability of the Financing Agreement and the Escrow Agreement may be limited by or rendered ineffective by
(i) bankruptcy, insolvency, fraudulent conveyance, reorganization, moratorium and other similar laws affecting
creditors’ rights generally; (ii) the application of equitable principles and the exercise of judicial discretion in
appropriate cases; (iii) common law and statutes affecting the enforceability of contractual obligations generally;
(iv) principles of public policy concerning, affecting or limiting the enforcement of rights or remedies against
governmental entities such as the City.

This opinion is provided to you as a legal opinion only, and not as a guaranty or warranty of the
matters discussed herein. No opinions may be inferred or implied beyond the matters expressly stated herein. No
qualification, limitation or exception contained herein shall be construed in any way to limit the scope of the other
qualifications, limitations and exceptions. For purposes of this opinion, the terms “law” and “laws” do not include
unpublished judicial decisions, and we disclaim the effect of any such decision on this opinion. This opinion speaks
as of its date only, and we disclaim any undertaking or obligation to advise you of any changes that hereafter may be
brought to your attention.

This opinion is given solely for your benefit in connection with the subject financing and may not
be relied on in any manner or for any purpose by any person or entity other than the addressees listed above and the
owners of the Obligations, nor may copies be furnished to any other person or entity, without the prior written
consent of this firm.

We have served only as special counsel to the City in connection with the Obligations and have not
represented any other party in connection with the Obligations. Therefore, no attorney-client relationship shall arise
by virtue of our addressing this opinion to persons other than the City.

Respectfully submitted,
K&L GATES LLP

Lawyers
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4800 5.W. Macadam, Suite 400 * Porcland, Oregon 97239-3973
503/274-2849 = Fax 503/274-2853

INDEPENDENT AUDITOR'S REPORT

December 11, 2008

Honorable Mayor and City Councilors
City of West Linn
West Linn, Oregon

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of the
City West Linn, Oregon, (the City) as of and for the year ended June 30, 2007, which
collectively comprise the City's basic financial statements as listed in the Table of Contents.
These financial statements are the responsibility of the City’s management. Our responsibility is
to express opinions on these financial statements based on our audit.

Except as discussed in the following paragraph, we conducted our audit in accordance with
auditing standards generally accepted in the United States of America. Those standards
require that we plan and perform the audit o obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe
that our audit provides a reasonable basis for our opinions.

The City does not maintain adequate capital asset records to support amounts recorded in the
financial statements and we were unable to perform adequate alternative procedures to
determine the cost and accumulated depreciation of capital assets.

In our opinion, except for the effects of such adjustment, if any, as might have been necessary
had we been able to examine evidence regarding the cost and accumulated depreciation of
capital assets, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of the City as of June 30, 2007, and
the respective changes in financial position and cash flows, where applicable, and the
respective budgetary comparison for the General, Street, Parks, Library, Public Safety, System
Development and Park Bond Construction Funds, thereof for the year then ended in conformity
with accounting principles generally accepted in the United States of America.

Management’s Discussion and Analysis on pages 3 through 12 is not a required part of the
basic financial statements, but is supplementary information required by accounting principles
generally accepted in the United States of America. We have applied certain limited
procedures, which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the required supplementary information. However, we did not
audit the information and express no opinion on it.

AN INDEPENDENTLY OWNED MEMBER OF THE RSM McGIADREY NETWORK

1



INDEPENDENT AUDITOR'S REPORT (Continued)

Honorable Mayor and City Councilors
City of West Linn

West Linn, Oregon

December 11, 2008

Page 2

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City’s basic financial statements. The combining and individual
nonmajor fund financial statements and other schedules, listed in the Table of Contents as
supplementary information, are presented for purposes of additional analysis and are not a
required part of the basic financial statements. Such information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, is
fairly stated in all material respects in relation to the basic financial statements taken as a whole.

TALBOT, KORVOLA & WARWICK, LLP
Certified Puhlic Accountants
p

By____ .. —
Robert G. Mo dy, Jr.,rar" r




CITY OF WEST LINN, OREGON
MANAGEMENT’S DISCUSSION AND ANALYSIS

YEAR ENDED JUNE 30, 2007

Management's Discussion and Analysis (MD&A) is presented to facilitate financial analysis and
provide an overview of the financial activities of the City of West Linn (the City) for the fiscal
year ended June 30, 2007. Information in the MD&A is based on currently known facts,
decisions and conditions. Please read it in conjunction with the basic financial statements and
the accompanying notes to those financial statements.

FINANCIAL HIGHLIGHTS

o The City's assets totaled $297.4 million at June 30, 2007, consisting of $276.7 million in
capital assets, $11.7 million in unrestricted cash and investments, and $9.0 million in
investment in joint venture and other assets. Total assets increased by $226.7 million
including $222.7 for the recognition of infrastructure not previously reflected in the
financial statements. Capital assets increased due primarily to cost containment to
rebuild working capital and decisions related to revenue restructuring.

e The City's liabilities totaled $17.2 million at June 30, 2007 consisting of $14.0 million in
long-term debt and $3.2 million in accounts payable and other liabilities.

s The assets of the City exceeded its liabilities by $280.2 million at the close of fiscal year
2007. Unrestricted net assets totaled $13.9 million with the remainder of the City's net
assets invested in capital assets net of related debt ($262.7 million) and restricted for
capital projects ($3.5 million).

e For its governmental activities, the City generated $3.5 million in charges for services
and received $2.4 million in grants and contributions. Direct expenses, including
unallocated depreciation for governmental activities were $14.4 million for the year,
resulting in a net expense of $8.5 million. $11.5 million of general revenues were
received resulting in a net change in net assets of $3.0 million.

« Fund balance in the City's governmental funds was $7.6 million at June 30, 2007, up by
$1.45 million from June 30, 2006.

e For its business-type activities, the City generated $5.2 million in charges for services to
fund direct expenses of $3.7 million.

OVERVIEW OF THE FINANCIAL STATEMENTS

In addition to this discussion and analysis, the financial section of this annual report contains the
basic financial statements and supplementary information, including the combining statements
and schedules of the nonmajor funds.

The basic financial statements also include notes that explain the information in the financial
statements and provide more details. Chart 1 on the following page, illustrates how the various
sections of this annual report are arranged relative to one another.



CITY OF WEST LINN, OREGON
MANAGEMENT’'S DISCUSSION AND ANALYSIS (Continued)

YEAR ENDED JUNE 30, 2007

OVERVIEW OF THE FINANCIAL STATEMENTS (Continued)

Chart 1
Required Elements of the
Annual Financial Report

MANAGEMENT’S DISCUSSION AND ANALYSIS

FINANCIAL STATEMENTS
Government-wide (full accrual) Fund
Governmental Activities Governmental (inodified accrual)
Business-type Activities Proprietary (full accrual)

Notes to the Basic Financial Statements

Government-wide Statements

The government-wide statements report information about the City as a whole using accounting
methods similar to those used by private-sector companies. The Statement of Net Assets
includes all of the City's assets and liabilities. All of the current year’s revenues and expenses
are accounted for in the Statement of Activities regardless of when cash is received or paid.

The two government-wide statements report the City's net assets and how they have changed.
Net assets—the difference between assets and liabilities—is one way to measure the City's
financial health or position.

e Qver time, increases or decreases in the City’s net assets are one indicator of whether its
financial health is improving or deteriorating, respectively.

o To assess the overall health of the City you need to consider additional nonfinancial factors
such as changes in the City's property tax base and the condition of the City's roads.

The government-wide financial statements of the City are divided into two categories:

e Governmental activities—Most of the City's basic services are included here, such as police,
parks and recreation, library, community development, and general administration. Property
taxes, charges for services, and state and federal grants finance most of these activities.



CITY OF WEST LINN, OREGON
MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)

YEAR ENDED JUNE 30, 2007

OVERVIEW OF THE FINANCIAL STATEMENTS (Continued)
Government-wide Statements (Continued)

o Business-type activities—The City charges fees to customers to help it cover the costs of
certain services it provides. The City's water and environmental services including sanitary
sewer and surface water management systems are included here.

Statement of Net Assets as of June 30, 2007

Net assets may serve over time as a useful indicator of a government’s financial position. In the
case of the City, assets exceeded liabilities by $280 million at the close of the most recent fiscal
year.

By far the largest portion of the City’s net assets (94 percent) reflects its investment in capital
assets (e.g., land, buildings, machinery, equipment, and infrastructure), less any related debt
used to acquire those assets that are still outstanding. The City uses these capital assets to
provide services to citizens; consequently, these assets are not available for future spending.
Although the City's investment in its capital assets is reported net of related debt, it should be
noted that the resources needed to repay this debt must be provided from other sources, since
the capital assets themselves either cannot or are not expected to be used or liguidated to
repay these liabilities.

Table 1
Net Assets as of Fiscal Year-end
(in millions)

Govemment activities Business-type activities Total
2007 2006 2007 2006 2007 2006
Current and other assets $ 9.9 3 7.7 $ 10.9 3 29 % 20.8 3 10.6
Capital assets 254.5 31.1 22.1 28.9 276.6 60.0
Total assets 264.4 38.8 33.0 31.8 297.4 70.6
Current liabilities 3.0 25 0.9 0.9 39 34
Long-term liabilities 11.9 125 1.4 1.5 13.3 14.0
Total liabilities 14.9 15.0 2.3 2.4 17.2 17.4
Net assets:
Invested in capital assets,
net of related debt 242.0 18.0 20.7 21.1 2627 39.1
Restricted 35 2.8 - - 3.5 28
Unrestricted 4.0 3.0 10.0 8.4 14.0 11.4
Total net assets $ 249.5 5 23.8 $ 30.7 $ 29.5 $ 280.2 5 53.3




CITY OF WEST LINN, OREGON
MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)

YEAR ENDED JUNE 30, 2007

OVERVIEW OF THE FINANCIAL STATEMENTS (Continued)
Statement of Net Assets as of June 30, 2007 (Continued)

An additional portion of the City's net assets ($3.5 million or less than 1 percent) represents
resources that are subject to external restrictions on how they may be used. The remaining
balance of unrestricted net assets ($13.9 million or 5 percent) may be used to meet the City’s
ongoing obligations to citizens and creditors.

As of June 30, 2007, the City had positive balances in all three categories of net assets, both for
the City as a whole, as well as for its separate governmental and business-type activities. The
same situation held true as of the end of the prior fiscal year.

Total net assets increased by $3.4 million during the current fiscal year, exclusive of the impact
of reporting the net assets of general government infrastructure for streets and sidewalks, right-
of-way, and parks. The total adjustment to net assets, recognized and reported in fiscal year
2007, is $222.7 million. Of this amount, $187 million or 84 percent, is the estimated historical
value of land owned and controlied by the City for right-of-way and parks. The remaining
adjustment is the net asset value of streets and sidewalks, $24.4 million, and parks, $11.3
million.

Statement of Activities for the fiscal year ended June 30, 2007

As with the statement of net assets, the City reports governmental activities on a consolidated
basis. A summary of the statement of activities is in Table 2 below.

Table 2
Changes in Net Assets
(in millions)

Governmental Activities Business-type Activities Total
2007 2006 2007 2006 2007 2006
Revenues
Program revenues
Charges for services 8 3.5 $ 4.0 $ 52 5 4.4 $ 8.7 3 8.4
Grants and contributions 2.4 2.4 - - 24 24
Generairevenues
Property taxes 7.6 6.6 - - 7.6 6.6
Franchise and hatel/molel taxes 2.1 1.5 - - 21 1.5
Other 0.8 0.6 0.8 0.5 1.6 1.1
Transfers 1.1 - - 1.9 1.1 1.9
Total revenues 17.5 15.1 6.0 6.8 23.5 21.9
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YEAR ENDED JUNE 30, 2007

OVERVIEW OF THE FINANCIAL STATEM