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July 30, 2010

City of West Linn

22500 Salamo Rd

West Linn, OR 97068

Attention: Mr. Richard W. Seals, Finance Director

Re: US$3,165,000 City of West Linn, Oregon, General Obligation Bonds, dated: Date of
Delivery, due: June 1, 2021

US$2,780,000 City of West Linn, Oregon, Full Faith & Credit Obligations, dated: Date of
Delivery, due: December 1, 2020

Dear Mr. Seals:

Pursuant to your request for a Standard & Poor’s rating on the above-referenced obligations, we
have reviewed the information submitted to us and, subject to the enclosed Terms and Conditions,
have assigned a rating of “AA”. Standard & Poor's views the outlook for this rating as stable. A
copy of the rationale supporting the rating is enclosed.

The rating is not investment, financial, or other advice and you should not and cannot rely upon
the rating as such. The rating is based on information supplied to us by you or by your agents but
does not represent an audit. We undertake no duty of due diligence or independent verification of
any information. The assignment of a rating does not create a fiduciary relationship between us
and you or between us and other recipients of the rating. We have not consented to and will not
consent to being named an “expert” under the applicable securities laws, including without
limitation, Section 7 of the Securities Act of 1933. The rating is not a “market rating” nor is it a
recommendation to buy, hold, or sell the obligations.

This letter constitutes Standard & Poor’s permission to you to disseminate the above-assigned
rating to interested parties. Standard & Poor’s reserves the right to inform its own clients,
subscribers, and the public of the rating.

Standard & Poor’s relies on the issuer/obligor and its counsel, accountants, and other experts for
the accuracy and completeness of the information submitted in connection with the rating. This
rating is based on financial information and documents we received prior to the issuance of this
letter. Standard & Poor’s assumes that the documents you have provided to us are final. If any
subsequent changes were made in the final documents, you must notify us of such changes by
sending us the revised final documents with the changes clearly marked.
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To maintain the rating, Standard & Poor’s must receive all relevant financial information as soon
as such information is available. Placing us on a distribution list for this information would
facilitate the process. You must promptly notify us of all material changes in the financial
information and the documents. Standard & Poor’s may change, suspend, withdraw, or place on
CreditWatch the rating as a result of changes in, or unavailability of, such information. Standard
& Poor’s reserves the right to request additional information if necessary to maintain the rating.

Please send all information to:
Standard & Poor’s Ratings Services
Public Finance Department
55 Water Street
New York, NY 10041-0003

Standard & Poor’s is pleased to be of service to you. For more information on Standard & Poor’s,
please visit our website at www.standardandpoors.com. If we can be of help in any other way,
please call or contact us at nypublicfinance @standardandpoors.com. Thank you for choosing
Standard & Poor’s and we look forward to working with you again.

Sincerely yours,

Standard & Poor's Ratings Services
a Standard & Poor's Financial Services LLC business

oo V8 ror's J1E

enclosures
cc: Mr. Javier Fernandez, Senior Vice President
D.A. Davidson & Co.
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July 30, 2010

City of West Linn

22500 Salamo Rd

West Linn, OR 97068

Attention: Mr. Richard W. Seals, Finance Director

Re: City of West Linn, Oregon, General Obligation Bonds & Full Faith & Credit Obligations

Dear Mr. Seals:

Standard & Poor’s has reviewed the rating on the above-referenced obligations. After such
review, we have changed the rating to “AA” from “AA-" while affirming the stable outlook. A
copy of the rationale supporting the rating and outlook is enclosed.

The rating is not investment, financial, or other advice and you should not and cannot rely upon
the rating as such. The rating is based on information supplied to us by you or by your agents but
does not represent an audit. We undertake no duty of due diligence or independent verification of
any information. The assignment of a rating does not create a fiduciary relationship between us
and you or between us and other recipients of the rating. We have not consented to and will not
consent to being named an “expert” under the applicable securities laws, including without
limitation, Section 7 of the Securities Act of 1933. The rating is not a “market rating” nor is it a
recommendation to buy, hold, or sell the obligations.

This letter constitutes Standard & Poor’s permission to you to disseminate the above-assigned
rating to interested parties. Standard & Poor’s reserves the right to inform its own clients,
subscribers, and the public of the rating.

Standard & Poor’s relies on the issuer/obligor and its counsel, accountants, and other experts for
the accuracy and completeness of the information submitted in connection with the rating. To
maintain the rating, Standard & Poor’s must receive all relevant financial information as soon as
such information is available. Placing us on a distribution list for this information would facilitate
the process. You must promptly notify us of all material changes in the financial information and
the documents. Standard & Poor’s may change, suspend, withdraw, or place on CreditWatch the
rating as a result of changes in, or unavailability of, such information. Standard & Poor’s reserves
the right to request additional information if necessary to maintain the rating.
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Please send all information to:
Standard & Poor’s Ratings Services
Public Finance Department
55 Water Street
New York, NY 10041-0003

If you have any questions, or if we can be of help in any other way, please feel free to call or
contact us at nypublicfinance @standardandpoors.com. For more information on Standard &
Poor’s, please visit our website at www.standardandpoors.com. We appreciate the opportunity to
work with you and we look forward to working with you again.

Sincerely yours,

Standard & Poor's Ratings Services
a Standard & Poor's Financial Services LLC business

Tt Lol £ toors /I

enclosure
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July 30, 2010

City of West Linn

22500 Salamo Rd

West Linn, OR 97068

Attention: Mr. Richard W. Seals, Finance Director

Re: City of West Linn, Oregon, General Obligation Bonds

Dear Mr. Seals:

Standard & Poor’s has reviewed the Standard & Poor’s underlying rating (SPUR) on the above-
referenced obligations. After such review, we have changed the rating to “AA” from “AA-" while
affirming the stable outlook. A copy of the rationale supporting the rating and outlook is enclosed.

The rating is not investment, financial, or other advice and you should not and cannot rely upon
the rating as such. The rating is based on information supplied to us by you or by your agents but
does not represent an audit. We undertake no duty of due diligence or independent verification of
any information. The assignment of a rating does not create a fiduciary relationship between us
and you or between us and other recipients of the rating. We have not consented to and will not
consent to being named an “expert” under the applicable securities laws, including without
limitation, Section 7 of the Securities Act of 1933. The rating is not a “market rating” nor is it a
recommendation to buy, hold, or sell the obligations.

This letter constitutes Standard & Poor’s permission to you to disseminate the above-assigned
rating to interested parties. Standard & Poor’s reserves the right to inform its own clients,
subscribers, and the public of the rating.

Standard & Poor’s relies on the issuer/obligor and its counsel, accountants, and other experts for
the accuracy and completeness of the information submitted in connection with the rating. To
maintain the rating, Standard & Poor’s must receive all relevant financial information as soon as
such information is available. Placing us on a distribution list for this information would facilitate
the process. You must promptly notify us of all material changes in the financial information and
the documents. Standard & Poor’s may change, suspend, withdraw, or place on CreditWatch the
rating as a result of changes in, or unavailability of, such information. Standard & Poor’s reserves
the right to request additional information if necessary to maintain the rating.
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Please send all information to:
Standard & Poor’s Ratings Services
Public Finance Department
55 Water Street
New York, NY 10041-0003

If you have any questions, or if we can be of help in any other way, please feel free to call or
contact us at nypublicfinance @standardandpoors.com. For more information on Standard &
Poor’s, please visit our website at www.standardandpoors.com. We appreciate the opportunity to
work with you and we look forward to working with you again.

Sincerely yours,

Standard & Poor's Ratings Services
a Standard & Poor's Financial Services LLC business
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Summary:

West Linn, Oregon; General Obligation

Credit Profile

US$3.165 mil GO bnds due 06/01/2021

Long Term Rating AA/Stable New
US$2.78 mil Full Faith & Credit Ob due 12/01/2020
Long Term Rating AA/Stable New L
West Linn GO
Long Term Rating AA/Stable Upgraded
Rationale

Standard & Poor's Ratings Services raised its long-term rating and underlying rating (SPUR) on West Linn, Ore.'s
general obligation (GO) bonds and full faith and credit obligations one notch to 'AA’ from 'AA-' based on the city's

timely financial reporting and stabilized finances. The outlook is stable.

In addition, Standard & Poor's assigned its 'AA' long-term rating, and stable outlook, to the city's series 2010 GO
refunding bonds and series 2010 full faith and credit refunding obligations.

The GO bonds are a full faith and credit obligation of the city, including the obligation to levy property taxes
without limitation as to rate or amount. Constitutional restrictions on revenue growth limit the property tax pledge

of the city's full faith and credit bonds.
In our opinion, additional credit strengths include the city's:

e Service area that shows very strong economic characteristics, as well as being integrated with the large, diverse
Portland, Ore. regional economy;

e Strong unreserved fund balances; and

o Moderate debt levels at 4% of market value.

Officials plan to use the series 2010 GO refunding bonds to refinance all of the city's series 2000 GO bonds
outstanding and the 2010 full faith and credit refunding obligation proceeds to refinance the city's callable
maturities on the series 2010 full faith and credit obligations.

Located 12 miles south of downtown Portland, West Linn serves an established, primarily residential area with a
market value of $3.96 billion, down by 12% from the previous year. Market value, however, remains what we
consider an extremely strong $157,700 per capita. In addition, economic indicators are very strong, including
median household effective buying income at 150% of the national median. The city experienced very strong market
value growth before 2009, and the cushion between assessed value (AV) and market value ensures continued AV

growth despite market value declines.

Financial performance has been strong for the past four years. The city separates its funds into isolated costs and
expenditures; so there are five funds that account for the city's major operations, which is equivalent to most other
city's general funds. The equivalent fund combines the city's general fund, parks, library, planning and safety funds.
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Summary: West Linn, Oregon; General Obligation

The combined unreserved fund balance has been near or above 15% of expenditures since fiscal 2006. After several
years of delayed financial reporting, the 2009 audit and quarterly reports for fiscal 2010 show what we consider
stabilization in the city's reporting and management. The city's delayed financial disclosures following embezzlement
by its former finance director during fiscals 2001-2005 caused previous financial concerns.

Combined audited 2009 unreserved fund balances were $2.4 million, or a strong 14.5% of expenditures. According
to management's unaudited fiscal 2010 fourth quarter report, the combined balance should increase by $200,000
for fiscal year-end 2010. The city aims to get its fund balance to 20% of expenditures; and it expects to add an
additional $250,000 to the balance in fiscal 2011. The city benefits from a special tax passed to support library

operations, and it is looking to make necessary cuts to ensure a growing reserve.

Standard & Poor's considers the city's management practices "good" under its Financial Management Assessment
(FMA) methodology, indicating financial practices exist in most areas but that governance officials might not

formalize or regularly monitor all of them. Notable among management's practices are the city's use of a five-year
financial forecast to build budgets and its quarterly reports on budgeted numbers compared to actual performance

to the city council.

Total gross debt levels are what we consider a moderate 4% of market value, or a high $6,491 per capita. The city's

carrying charge as of audited fiscal 2009 was a low 6.12%.

Outlook

The stable outlook reflects the city's strong available reserves on an audited basis in fiscal 2009, substantial
restoration of its financial disclosures, and good policies and practices that we think reduce the risk of financial
control failures and improve its ability to consider the long-term implications of budget decisions transparently. We
believe the political stability since the control failures, the selection of a permanent finance director, and new

revenue streams provide the environment for more-stable available reserves.

Related Criteria And Research

e USPF Criteria: GO Debt, Oct. 12, 2006
e USPF Criteria: Key General Obligation Ratio Credit Ranges — Analysis Vs. Reality, April 2, 2008

West Linn Full Faith and Crdit oblig ser 20098

Long Term Rating . AA/Stable Upgraded
West Linn GO rfdg bnds ser 2009A dtd 12/22/2008 due 06/01/2018

Long Term Rating _ AA/Stable Upgraded
West Linn GO

Unenhanced Rating AA(SPUR)/Stable Upgraded

Many issues are enhanced by bond insurance.

Complete ratings information is available to RatingsDirect subscribers on the Global Credit Portal at
www.globalcreditportal.com and RatingsDirect subscribers at www.ratingsdirect.com. All ratings affected by this
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rating action can be found on Standard & Poor's public Web site at www.standardandpoors.com. Use the Ratings
search box located in the left column.
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Credit-related analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and not statements of fact or
recommendations to purchase, hold, or sell any securities or to make any investment decisions. S&P assumes no cbligation to update the Content following publication in any
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clients when making investment and other business decisions. S&P's opinions and analyses do not address the suitability of any security. S&P does not act as a fiduciary or
an investment advisor. While S&P has obtained information from sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of due diligence or
independent verification of any information it receives.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective activities. As a result,
certain business units of S&P may have information that is not available to other S&P business units. S&P has established policies and procedures to maintain the
confidentiality of certain non-public information received in connection with each analytical process.
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