








® the Seller agrees to cooperate with the Purchaser to permit the Purchaser to deliver or cause to be
delivered, within seven business days after any final agreement to purchase, offer, or sell the
Bonds and in sufficient time to accompany any confirmation that requests payment from any
customer of the Purchaser, copies of the Final Official Statement in sufficient quantity to comply
with the rules of the Municipal Securities Rulemaking Board (“MSRB”). The Purchaser agrees to
deliver three copies of the Final Official Statement to the MSRB and all nationally recognized
municipal securities information repositories on the business day on which the Final Official
Statement is available, and in any event no later than seven business days after the date hereof.

Seller will pay expenses related to the issuance and sale of the Bonds, including the fees and expenses of the
Bond Counsel firm of Foster Pepper PLLC of Seattle, Washington (“Bond Counsel”), fees and expenses of
the Purchaser associated with the issuance and registration of the Bonds including CUSIP and DTC fees as
well as the cost of printing and distributing the Preliminary and Final Official Statements,

This Contract of Purchase is intended to benefit only the parties hereto, and the Seller’s representations and
warranties shall survive any investigation made by or for the Purchaser, delivery and payment for the
Bonds, and the termination of this Contract of Purchase. Should the Seller fail to satisfy any of the
foregoing conditions or covenants, or if the Purchaser’s obligations are terminated for any reasons permitted
under this Contract of Purchase, then neither the Purchaser nor the Seller shall have any further obligations
under this Contract of Purchase.

At or prior to the Closing, the Seller will deliver, make available to the Purchaser or have adopted:

(a) The Bonds, in book-entry form only in the name of Cede & Co., as bond owner and nominee for
DTC,
(b) A certificate from an authorized officer of the Seller, in form and substance acceptable to the Seller

and the Purchaser, stating that execution of such certificate shall constitute execution of the Final
Official Statement, and to the knowledge and belief of such officer, after due review, the Final
Official Statement, as of its date and as of the Closing Date (except that in no event will any
representation be made with respect to information concerning the Purchaser, The Bank of New
York Mellon or DTC), does not contain any untrue statement of a material fact or omit to state any
material fact necessary to make the statements therein, in the light of the circumstances under
which made, not misleading in any material respect, that there has not been any material adverse
change in the normal operations or financial condition of the Seller since the date of the Final
Official Statement, and that the representations of the Seller contained in this Contract of Purchase
Agreement were true and correct when made and are true and correct as of the Closing Date;

© The approving opinion of Bond Counsel, in substantially the form set forth in Appendix A of the
Final Official Statement, dated the Closing Date;

(d) The following documents executed by an authorized officer of the Seller;

I A certificate, dated the day of the Closing to the effect that no litigation or other
proceedings are pending or, to the knowledge of the Seller, threatened in any way affecting the
issuance, sale or delivery of, or security for, any of the Bonds; and

2) A certified copy of the Bond Ordinance authorizing the sale of the Bonds.

)] The Seller agrees to enter into a written agreement or contract, constituting an undertaking (the
“Undertaking™) to provide ongoing disclosure about the Seller for the benefit of the owners of the
Bonds on or before the Closing as required by Section (b)(5)(i) of Securities and Exchange
Commission Rule 15¢2-12, and in the form set forth in the Bond Ordinance.



6. This offer expires on the date, and at the time, set forth in Appendix A.

Respectfully submitted,

James M. Nelson

Vice President / Sr. Municipal Underwriter
Public Finance Department

Martin Nelson & Co., Inc.

Accepted: February 15,2012

‘74//7?:\ O. (7/?1"’“”""\
Martin O. Nelson, Jr.

President
Martin Nelson & Co., Inc.

(Signature)

)

Wag o

(Title)

City of Poulsbo, Washington



Appendix A

Description Of

$2.455,000 Limited Tax General Obligation and Refunding Bonds, 2012

(a) Bonds Dated:
(b) Purchase Price:
(c) Denominations:
(d) Form:

(e) Interest Payment Date:

(f) Payment Schedule:

(g) Optional Redemption:

(h) Mandatory Redemption:

Date of Initial Delivery (which is anticipated to be March 1, 2012)

$2,505,603.50 ($102.061242 per $100.00)

$5,000, or integral multiples thereof within a single maturity.

Book Entry Only and DTC Eligible

June 1 and December 1, commencing June 1, 2012

See Appendix B on the following page.

The City reserves the right and option to redeem the Bonds maturing on or after
December 1, 2017, prior to their stated maturity dates at any time on or after

December 1, 2016 as a whole or in part (within one or more maturities selected by
the City) at par plus accrued interest to the date fixed for redemption.

If not previously redeemed as described above or purchased in the open market
under the provisions set forth in the Bond Ordinance, the Term Bonds due on
December 1 in the years 2020, 2023, 2026 and 2031 will be called for redemption
randomly (in such manner as the Bond Registrar shall determine) at a price of par,
plus accrued interest, on December 1 in the years and amounts as follows:

2020 Term Bond
Mandatory Mandatory
Redemption Dates Redemption Amounts
2018 $90,000
2019 95,000
2020 (Maturity) 95,000
2023 Term Bond
Mandatory Mandatory
Redemption Dates Redemption Amounts
2021 $95,000
2022 100,000
2023 (Maturity) 105,000
2026 Term Bond
Mandatory Mandatory
Redemption Dates Redemption Amounts
2024 $105,000
2025 110,000
2026 (Maturity) 115,000
2031 Term Bond
Mandatory Mandatory
Redemption Dates Redemption Amounts
2027 $115,000
2028 120,000
2029 125,000
2030 130,000
2031 (Final Maturity) 135,000



(i) Closing Date:

(j) Purchase Offer Expires:

(k) Bond Counsel:

() True Interest Cost:

March 1, 2012
11:59 p.m., February 15, 2012
Ms. Nancy Neraas, Foster Pepper PLLC, Seattle, Washington

2.78%



Appendix B

Combined Payment Schedule of Principal and Interest
(For Paying Off the Line of Credit and Refunding the 2003 Limited Tax General Obligation Bonds)

CITY OF POULSBO - PAYOFF LINE OF CREDIT & CURRENT REFI 2003LT
RATING OF AA, FUND 1.825
20 YEAR FINANCING, CALLABLE BEGINNING ON 12/1/2016

Date Principal Coupon Interest Period Total Fiscal Total

6/ 1/12 15,378.88 15,378.88

12/ 1/12 160,000.00  0.400000 30,757.75 190,757.75 206,136.63
6/ 1/13 30,437.75 30,437.7S

12/ 1/13 105,000.00 0.510000 30,437.75 135,437.75 165,875.50
6/ 1/14 30,170.00 30,170.00

12/ 1/14 100,000.00 0.640000 30,170.00 130,170.00 160,340.00
6/ 1/15 29,850.00 29,850.00

12/ 1/1s 185,000.00 2.000000 29,850.00 214,850.00 244,700.00
6/ 1/16 28,000.00 28,000.00 -

12/ 1/16 180,000.00 2.000000 28,000.00 208,000.00 236,000.00
6/ 1/17 26,200.00 26,200.00

12/ 1/17 190,000.00 2.000000 26,200.00 216,200.00 242,400.00
6/ 1/18 24,300.00 24,300.00

12/ 1/18 90,000.00 2.500000 24,300.00 114,300.00 138,600.00
6/ 1/19 23,175.00 23,175.00

12/ 1/19 95,000.00 2.500000 23,175.00 118,175.00 141,350.00
6/ 1/20 21,987.50 21,987.50

12/ 1/20 95,000.00 2.500000 21,987.50 116, 987.50 138,975.00
6/ 1/21 20,800.00 20,800.00

12/ 1/21 95,000.00  3.000000 20,800.00 115,800.00 136,600.00
6/ 1/22 19,375.00 19,375.00

12/ 1/22 100,000.00  3.000000 19,375.00 119,375.00 138,750.00
6/ 1/23 17,875.00 17,875.00

12/ 1/23 105,000.00  3.000000 17,875.00 122,875.00 140,750.00
6/ 1/24 16,300.00 16,300.00

12/ 1/24 105,000.00  3.250000 16,300.00 121,300.00 137,600.00
6/ 1/25 14,593.75 14,593.75

12/ 1/25 110,000.00  3.250000 14,593.75 124,593.75 139,187.50
6/ 1/26 12,806.25 12,806.25

12/ 1/26 115,000.00  3.250000 12,806.25 127, 806.25 140,612.50
6/ 1/27 10,937.50 10,937.50

12/ 1/27 115,000.00  3.500000 10,937.50 125,937.50 136,875.00
6/ 1/28 8,925.00 8,925.00

12/ 1/28 120,000.00  3.500000 8,925.00 128, 925.00 137,850.00
6/ 1/29 6,825.00 6,825.00

12/ 1/29 125,000.00  3.500000 6,825.00 131,825.00 138,650.00
6/ 1/30 4,637.50 4,637.50

12/ 1/30 130,000.00  3.500000 4,637.50 134,637.50 139,275.00
6/ 1/31 2,362.50 2,362.50

12/ 1/31 135,000.00  3.500000 2,362.50 137,362.50 139,725.00

2,455,000.00 74%,252.13  3,200,252.13
ACCRUED

2,455,000.00 745,252.13 3,200,252.13

Dated 3/ 1/12 with Delivery of 3/ 1/12

Bond Years 24,321.250

Average Coupon 3.064202

Average Life 9.906823

NIC % 2.856139 % Using 102.0612424

TIC % 2.775202 % From Delivery Date

Prepared by: Martin Nelson & Co., Inc. - Public Finance - (888) 342-6864

Micro-Muni Sizing Date: 02-15-2012 @ 09:32:58 Filename: POULSBO Key: 2012LTGOREFI3



Appendix B.1
Payment Schedule for Paying Off the Line of Credit

CITY OF POULSBO-PAYOFF LINE W LTGO BOND, AA, Callable 12/1/16
RATING OF AA, FUND 1.825MM, INTEREST ONLY 18T 3 YEARS
20 YEAR FINANCING, terms in 2020, 2023, 2026 & 2031, Syr call

Date Principal Coupon Interest Period Total Fiscal Total
6/ 1/12 13,450.00 13,450.00
12/ 1/12 26,900.00 26,900.00 40,350.00
6/ 1/13 26,900.00 26,900.00
12/ 1/13 26,300.00 26,300.00 53,800.00
6/ 1/14 26,900.00 26,900.00
12/ 1/14 26,900.00 26,900.00 53,800.00
6/ 1/15 26,900.00 26,900.00
12/ 1/18 85,000.00 2.000000 26,900.00 111,900.00 138,800.00
6/ 1/16 26,050.00 26,0590.00
12/ 1/16 85,000.00 2.000000 26,050.00 111,050.00 157,100.00
6/ 1/17 25,200.00 25,200.00
12/ 1/17 90,000.00 2.000000 25,200.00 115,200.00 140,400.00
6/ 1/18 24,300.00 24,300.00
12/ 1/18 90,000.00 2.500000 24,300.00 114,300.00 138,600.00
6/ 1/19 . 23,175.00 23,175.00
12/ 1/19 95,000.00 2.500000 23,175.00 118,175.00 141,350.00
6/ 1/20 21,987.50 21,987.50
12/ 1/20 95,000.00 2.500000 21,987.50 116,987.50 138,975.00
6/ 1/21 20,800.00 20,800.00
12/ 1/21 95,000.00 3.000000 20,800.00 115,800.00 136,600.00
6/ 1/22 19,375.00 19,375.00
12/ 1/22 100,000.00 3.000000 19,375.00 119,375.00 138,750.00
6/ 1/23 17,875.00 17,875.00
12/ 1/23 105,000.00 3.000000 17,875.00 122,875.00 140,750.00
6/ 1/24 16,300.00 16,300.00
12/ 1/24 105,000.00 3.250000 16,300.00 121,300.00 137,600.00
6/ 1/25 14,593.75 14,593.75
12/ 1/25 110,000.00 3.250000 14,593.75 124,593.75 139,187.50
6/ 1/26 12,806.25 12,806.25
12/ 1/26 115,000.00 3.250000 12,806.25 127,806.25 140,612.50
6/ 1/27 10,937.50 10,937.50
12/ 1/27 115,000.00 3.500000 10,937.50 125,937.50 136,875.00
6/ 1/28 8,925.00 8,925.00
12/ 1/28 120,000.00 3.500000 8,925.00 128,925.00 137,850.00
6/ 1/29 6,825.00 6,825.00
12/ 1/29 125,000.00 3.500000 6,825.00 131,825.00 138,650.00
6/ 1/30 4,637.50 4,637.50
12/ 1/30 130,000.00 3.500000 4,637.50 134,637.50 139,275.00
6/ 1/31 2,362.50 2,362.50
12/ 1/31 135,000.00 3.500000 2,362.50 137,362.50 139,725.00
1,795,000.00 714,050.00 2,509,050.00
ACCRUED
1,795,000.00 714,050.00 2,509,050.00

Dated 3/ 1/12 with Delivery of 3/ 1/12

Bond Years 22,341.250

Average Coupon 3.196106

Average Life 12.446379

NIC % .3.005738 % Using 102.3693955

TIC % 2.938129 % From Delivery Date

Prepared by: Martin Nelson & Co., Inc. - Public Finance - (888) 342-6864

Micro-Muni Sizing Date: 02-15-2012 @ 09:20:33 Filename: POULSBO Key: 1.825LTI320AA



Appendix B.2
Payment Schedule for Refunding the 2003 LTGO Bonds

CITY OF POULSBO - CURRENT REFUNDING OF 2003 ADJUSTED LTGO
AA RATED, Callable beginning 12/1/2016
$660,000

- - - - - - - - Proposed Debt Service - - - - - - - - Prior Cumulative
Date Principal Coupon Interest Total Debt Service Savings Savings
6/ 1/12 1,928.88
12/ 1/12 160,000.00 0.400000 3,857.75 165,786.63 172,017.00 6,230.38 3,986
6/ 1/13 3,537.75
12/ 1/13 105,000.00 0.510000 3,537.75 112,075.50 120,160.00 8,084.50 18,070.
&/ 1/14 3,270.00
12/ 1/14 100,000.00 0.640000 3,270.00 106,540.00 116,410.00 9,870.00 27,940.
6/ 1/15 2,950.00
12/ 1/15 100,000.00 2.000000 2,950.00 105,900.00 112,510.00 6,610.00 34,550
6/ 1/16 1,950.00
12/ 1/16 95,000.00 2.000000 1,950.00 98,900.00 108,510.00 9,610.00 44,160.
6/ 1/17 1,000.00
12/ 1/17 100,000.00 2.000000 ©1,000.00 102,000.00 109,410.00 7,410.00 51,570.
660,000.00 31,202.13 691,202.13 739,017.00 51,570.
ACCRUED
660,000.00 31,202.13 691,202.13 739,017.00 51,570.

Dated 3/ 1/12 with Delivery of 3/ 1/12

Bond Years 1,980.000

Average Coupon 1.575865

Average Life 3.000000

NIC % 1.168145 % Using 101.2231591

TIC % 1.152474 % From Delivery Date

NOTE : Cunulative Savings are Net of the Initial Transfer Amount of -3,756.00

Net Present Value Savings at: 1.1500% Equals 49,904.29 or 7.5613% of Par of the Current Issue
or 7.5613% of Par of the Priox Issue

N OTE : Present Value Savings are Net of the Initial Transfer Amount of -3,756.00

Prepared by: Martin Nelson & Co., Inc. - Public Finance - (888) 342-6864

Micro-Muni Debt Date: 02-15-2012 @ 09:54:50 Filename: POULSBO Key: REFIO3LTGOADJ
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