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Edmonds City Council
COUNCIL CHAMBERS
250 5TH AVE NORTH, EDMONDS, WA 98020
MARCH 10, 2020, 6:00 PM
1.

CALL TO ORDER/ROLL CALL

2.

ACTION ITEM
1. Senior Center Loan Request (60 min)
ADJOURN
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City Council Agenda Item
Meeting Date:

03/10/2020

Senior Center Loan Request
Staff Lead:

Scott James

Department:
Preparer:

Administrative Services
Scott James

Background
On March 3, 2020, staff presented City Council a potential funding plan to help the Edmonds Senior
Center obtain a $2 million Line of Credit/Loan. The funding plan includes the City depositing up to $2
million into a certificate of deposit that would be used by the bank as collateral for the Line of
Credit/Loan.
During the March 3rd Council meeting, Edmonds' City Attorney walked Councilmembers through the
proposed amendments to the City of Edmonds / Edmonds Senior Center Ground Lease and solicited
Councilmember feedback on the amendments.
Since the March 3rd meeting, City Administration and Senior Center Administration continued
negotiations on the amendments and have reach agreement to the attached "Amendment to Ground
Lease." The are two versions to the "Amendment to Ground Lease,"
1) 2020-03-06 amendment to ground lease ESC v2, which is a redline version with comments regarding
updates and changes to the March 3rd version.
2) 2020-03-06 amendment to ground lease ESC - clean version - does not include redlines or comments.
During the March 10, 2020 Council meeting, both City Administration and Senior Center Administration
look forward to hearing Council comments and addressing Council questions regarding Senior Center
Loan request.
Additional Background
On October 26, 2017, the Edmonds Senior Center hosted the Waterfront Center Gala, kicking off the
$16.35 million community fundraiser campaign to replace the 58 year old building. To date, the
Edmonds Senior Center (ESC) has raised $14,050,000, leaving a $2,300,000 funding gap.
The ESC’s plan to close this gap includes:
1) Secure the option to borrow up to $2 million from a bank that will be collateralized by the City
of Edmonds (explained in detail below under the heading “Loan”)
2) Continue reaching out to donors, and
3) Continue applying for grants.
History
The South County Senior Center (SCSC) was founded in 1967 and began offering programs on their
present waterfront location and obtained 501c3 status a year later. It was the first non-profit senior
center in Snohomish County.
In 1971 SCSC was featured at the Second White House Conference as the model for the multipurpose
senior center concept which led to the formation of thousands of senior centers throughout the
country. The present waterfront property was purchased in 1972 with a $300,000 HUD grant obtained
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by SCSC and a $100,000 local match from the City of Edmonds. As a result the City came to own the
property and declared it would be the permanent home of the senior center.
The early years saw a number of innovative programs including performing musical and drama groups,
the Job Bureau, a robust long distance travel program, the creation of the Thrift Store and Country
Boutique for senior crafts, partnering with Edmonds Community College to offer seniors education
classes, a mentoring program at the Edmonds School District, and the creation of many health &
wellness activities/services.
From 1975 through 1985 a number of State grants enabled the connection of the two original buildings
and the creation of the present senior center. Much of the work was performed by community
volunteers. In 1996 SCSC was contracted by the City of Lynnwood to help it create the Lynnwood Senior
Center.
In 2008 SCSC underwent a significant governance change and became a membership driven organization
with 18 of 21 Board positions elected by the membership. After a year of political and legal action and
debate within the Center and the community, the November 2008 election, monitored by the League of
Women Voters and over 600 voters, decisively established this form of organizational structure. In 2011
the legal name was changed to the Edmonds Senior Center (ESC).
2012 saw the establishment of three key programs which continue to this day: the Bastyr University
Natural Medicine Clinic - the first (and still only) of its kind in Snohomish County, the Emergency Cold
Weather Shelter for the Homeless in partnership five local churches, and Enhance Wellness and later
PEARLS in partnership with and the financial support of the Verdant Health Commission.
In 2013, with the passage of the City’s Strategic Action Plan, ESC began work to replace the existing
aging structure with the new Edmonds Waterfront Center serving all ages.
In 2019, the City and the ESC finalized a lease agreement, where the City will lease the land under the
new Edmonds Waterfront Center to the Edmonds Senior Center for 40 years. At the end of the 40 year
lease, the lease agreement calls for the ESC to either turn over ownership of the Center to Edmonds or
the ESC has the option to renew the lease for an additional 15 years.
The New Waterfront Center
Creating social connections and addressing holistic health and wellness for today’s modern seniors
wanting to live active and fulfilling lives is at the heart of our work at the Edmonds Senior Center (ESC).
The new Edmonds Waterfront Center, is now under construction, and once complete it will arguably be
the most significant regional social infrastructure project in decades. The new Waterfront Center will
provide a unique gathering place and support services for all ages.
The new Edmonds Waterfront Center will be a modern 26,000 sf regional community center, offering
programs for all generations at its rare waterfront site just south of the Edmonds / Kingston ferry. ESC is
in the final phase of a $16.35M capital campaign ($14,050,000 has been raised to date) to replace its
original failing structure.
The ESC currently serves approximately 3,000 seniors annually with a broad range of programs and
activities. The new Center is being built on the same site of the original building but will operate as a
multi-generational activity Center serving a larger demographic in an expanded timeframe. From
8:00am-4:00pm most of the programs will be aimed at seniors and organized by ESC. From 4:0010:00pm programs for all ages will be offered by the City’s Parks, Recreation and Cultural Services
department.
Unique aspects of the Edmonds Waterfront Center
· Public / Private Partnership between ESC and the City of Edmonds allowing maximum program
impact throughout the day and evening
· Intergenerational programs designed to bring young & old together
· Expanded services to include behavioral health support for veterans & their families
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·
·

Food service partnership with leading restaurateur offering Senior Center members and the
general public to dine together
Sustainable LEED Gold, all-electric building with full rooftop solar array and commitment to longterm environmental stewardship programming

Staff Recommendation
Staff is recommending that the City Council:
Study and discuss the key deal terms that would establish the City as the guarantor of the Senior
Center’s loan. During the Council discussion, staff will talk about the Pros and Cons of the bank Term
Sheets and answer Council questions.
Narrative
Loan
The Edmonds Senior Center (ESC) is requesting the City of Edmonds to assist them in securing a loan of
up to $2 million for two reasons:
1) Washington State awarded $4 million in funding for the new Waterfront Center project.
However, the State funding is contingent on the ESC being able to show that the ESC has
received funding commitments to finish constructing the project. In other words, if the ESC is
unable to show the State that the ESC has sufficient funding commitments to finish constructing
the project, the State will not release any of the $4 million to pay for the Waterfront Center
project. Currently, the ESC has a $2.3 million gap in their funding commitments.
2) The Edmonds Senior Center (ESC) has received $1,037,278 in pledges that come due between
now and by the end of 2025. Since the construction is scheduled to be completed in late
September to early October 2020, the ESC will have to borrow funds until the pledges are paid
to the ESC.
The City contacted several banks to solicit proposals for how they would accommodate the following
three requests:
1) Provide the ESC with a Line of Credit up to $2 million.
2) The Line of Credit would be guaranteed by a $2 million certificate of deposit from the City.
3) Convert the Line of Credit to a seven year term loan.
Three banks submitted Term Sheets, and each are summarized below.
Bank 1:
First Financial Northwest Bank will provide a $2 million Line of Credit to the Edmonds Senior Center
(ESC) to assist with the construction of the Edmonds Waterfront Center. ESC can draw down on the Line
of Credit to pay construction costs. The total amount of construction draws against the Line of Credit at
the close of business on October 31, 2020 will convert to a seven year term loan on November 1, 2020.
First Financial Northwest Bank is only willing to provide these funding options to the ESC pending that
the City open a $2 million Certificate of Deposit at The Bank. In other words, the City will have to open a
$2 million Certificate of Deposit, prior to the ESC’s first draws down on the Line of Credit. The Bank will
use the CD as collateral for the loan.
First Financial Northwest Bank’s loan rate will maintain a 2% margin over the pledged CD rate, initially
set at 1.68%. The CD interest earnings rate will be adjusted each November 1st to match the Bank’s
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current Market Rate CD. The Bank will release 1/7th of the value of the CD each November 1st, beginning
on November 1, 2021.
First Financial Northwest Bank’s loan fees total $11,500.
Bank 2: Cashmere Valley Bank will provide a $2 million Loan to the Edmonds Senior Center (ESC) to
assist with the construction of the Edmonds Waterfront Center. ESC can draw down on the Loan as
needed to pay construction costs. ESC be allowed to make construction draws against the Loan through
the close of business on October 30, 2020. The loan would mature on December 31, 2027.
Cashmere Valley Bank is only willing to provide these funding options to the ESC pending that the City
deposit matching funds at The Bank. The Bank will use the City’s deposit as collateral for the loan.
Details of Cashmere Valley Bank’s loan terms and conditions are listed on the attached Term Sheet.
Cashmere Valley Bank’s loan rate will be a floating rate equal to the Wall Street Journal Prime Rate
currently at 4.75%. The Banks’ deposit interest earnings rate will be adjusted monthly to match the
Washington State Local Investment Pool rate plus 0.05%. As the ESC makes loan principal, The Bank will
release a corresponding amount of the City’s deposit.
Cashmere Valley Bank requires a “Call Option” in the event the spread between the Loan’s interest rate
and the deposit interest rate fall below 1.00%.
Cashmere Valley Bank’s loan fees total $1,000.
Bank 3: WaFd Bank will provide a $2 million Loan to the Edmonds Senior Center (ESC) to assist with the
construction of the Edmonds Waterfront Center. ESC can draw down on the Loan as needed to pay
construction costs. ESC be allowed to make construction draws against the Loan through the close of
business on December 1, 2021. WAFd Bank’s loan period is for seven years.
WaFd Bank is only willing to provide these funding options to the ESC pending that the City deposit
matching funds at The Bank. The Bank will use the City’s deposit as collateral for the loan.
WaFd Bank Bank offer three loan options. All options have the same loan rate of 3.12%. Loan fees and
the City’s CD investment rates vary as follows:
Option1: CD investment rate is 2.00% and the loan fee totals $50,000.
Option2: CD investment rate is 1.00% and the loan fee totals $25,000.
Option3: CD investment rate is 0.00% and the loan fee totals $5,000.
All three bank’s Term Sheet are attached and an overview of the Term Sheets are listed in the attached
Senior Center Bank Loan Comparison.
Edmonds Senior Center Financial Pro Forma
The Edmonds Senior Center staff assembled the attached Pro Forma and includes revenue/expense
projections, cash flow projections, rental rates and a donor pledge aging report. The Finance Director
and the Assistant Finance Director conducted an extensive review of the ESC’s financial projections,
financial history, and interviewed the Senior Center Management team regarding their projections, and
we concluded that the projections appear to be reasonable. The Management team we talked to
included; Senior Center Executive Director, Farrell Fleming, Campaign Director and Project Manager,
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Daniel Johnson and Senior Center Accounting Manager, Chris Wolfe.
During the Pro Forma review, there are three items that stand out:
1) Projected revenues increase significantly over prior actual revenues
2) Projected expenses increase significantly over prior year actuals.
3) A significant amount of donor pledges come in between now and the end of 2025
During our interview with the Senior Center Management team (Team), we asked the team about these
three items to learn more.
First, regarding the increased revenues, the Team provided us of several explanations:
1) The most noteworthy reason is simply that they are moving into a big new beautiful building
that will significantly increase rental and catering revenues.
2) With a new building, the Team believes they also will attract new members which will increase
membership dues.
3) With an expanded building size, the Team believes they will also be able to expand services. As
an example, they intend to add new services for veterans, which also will aid in the recruitment
of more new members and open new grant opportunities.
4) With a new building, the Team believes that many of the capital donors will also become new
operating donors, and also with all the attention that the capital brought to the surrounding
communities, a greater/wider awareness will bring new members and increasing donor pools
Second, regarding the increased expenses, the Team stated that:
1) With the increased building footprint, staffing will increase to make the most use of the new
facility. ESC intends to add four new positions to include a receptionist, fundraiser, rental
manager and a building superintendent.
2) With ESC assuming ownership of the building, they have to increase their insurance and
maintenance budgets.
Third, regarding the sizable donor receivable, the Team said that they fully believe all the donors will
make good on their respective pledges, stating that not one donor has reneged on a donation to date.
Rental Rates/ Rental Rate Comparison
To the reviewer of the information in tonight’s packet, one can easily misjudge the new Waterfront
Center rates as being too high. When one looks closer at the rental rates for comparable venues to the
new Edmonds Waterfront Center they may come up with the idea that perhaps the Edmonds
Waterfront Center rates may be low and that the corresponding rental income may be too conservative.
However, when one looks at all the amenities the new tenants will have available, and add in the
waterfront location the projected rental income seems very reasonable.
City of Edmonds and Edmonds Senior Center Agreement
The attached City of Edmonds and Edmonds Senior Center Amendment to Ground Lease (Agreement) is
attached. The Agreement contains strong incentives designed to increase the likelihood of the Senior
Center’s full repayment of all funds borrowed from Bank.
The Agreement also captures other terms that settle certain issues or questions that have arisen since
the time the ground lease was approved. Some of these terms may be viewed as mere clarifications,
while others might be viewed as consideration for the City’s willingness to act as guarantor.
The following material terms are included in the Amendment:
1) For every $100,000 of City guarantee money paid, the City would take one year off the
Senior Center’s lease term. The maximum reduction of the lease term would still leave ten
years within which the Senior Center would be able to operate its programs.
2) Use of facility and catering: City will have the use of the building free of charge Monday Thursday (as per lease agreement) and not be subjected to catering requirements for events
like the annual holiday breakfast or luncheon and annual employee recognition.
Additionally, City will have access to second floor rooms without being subjected to a
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catering requirement.
3) City will have exclusive use of a space for office and/or storage.
4) City will have some guaranteed weekday use during summer time and other times when
school is not in session.
5) City will be able to reserve one Saturday evening per year for a City special event like the
Daddy Daughter Dance.
6) One City staff member will be appointed to ESC Board and ESC Finance Committee with full
voting authority.
Attachments:
2020-03-06 amendment to ground lease ESC v2
2020-03-06 amendment to ground lease ESC - clean version
Pro Forma
12 2019 Financials
ESC Financial History
Bank Loan Comparison
FFNW Bank term sheet
Cashmere Valley Bank Term Sheet
WaFdBank Term Sheet
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AMENDMENT TO GROUND LEASE

Attachment: 2020-03-06 amendment to ground lease ESC v2 (Senior Center Loan Request)

THIS AMENDMENT TO GROUND LEASE (this "Amendment"), effective the
____day of _________, 2020 ("Effective Date") is between THE CITY OF
EDMONDS, a municipal corporation of the State of Washington (the "City") and THE
EDMONDS SENIOR CENTER, a nonprofit corporation under the laws of the State of
Washington (the "Senior Center").
WHEREAS, the City and the Senior Center entered into a Ground Lease dated April 15,
2019 (the “2019 Lease”), the Term of which is scheduled to expire on April 14, 2059
unless extended by the fifteen-year option to extend in the 2019 Lease; and
WHEREAS, the 2019 Lease was recorded in Snohomish County’s real property records
under auditor’s file number 201911130021; and
WHEREAS, subsequent to the execution and recording of the 2019 Lease, the Senior
Center determined that it would need to obtain a bank loan to complete the construction
of the Edmonds Waterfront Center on the property subject to the 2019 Lease; and
WHEREAS, the Senior Center’s new bank loan is expected to take the form of a letter of
credit in the amount of Two Million Dollars ($2,000,000) (the “Letter of Credit”) due to
the fact that the Senior Center’s fundraising is ongoing, making it unclear exactly how
much money the Senior Center will need to borrow; and
WHEREAS, the Letter of Credit will have a Maturity Date of October 31, 2027, by which
date, the Senior Center shall be required to fully repay any outstanding balance on the
Letter of Credit, including all interest and any other amounts owing to the bank under
the terms of the Promissory Note between the bank and the Senior Center; and
WHEREAS, the Senior Center has asked the City to guarantee the Letter of Credit; and
WHEREAS, the nature of the City’s guarantee would be such that the City would be
required to keep $2,000,000 on deposit with the bank while the Senior Center’s Letter
of Credit is outstanding; and
WHEREAS, under the contemplated lending agreements, if the Senior Center fails to
make timely payments during the term of its Letter of Credit or fails to completely repay
any amounts owing under the Letter of Credit by the Maturity Date, the bank would be
entitled to deduct from the City’s funds on deposit any amount that the Senior Center
fails to pay the bank, including, but not limited to, any balance still owing the bank as of
the Maturity Date; and
WHEREAS, any amount so deducted from the City’s funds on deposit, whether during
the term of the Letter of Credit or at the Maturity Date, shall be referred to herein as a
Guarantee Payment;
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Attachment: 2020-03-06 amendment to ground lease ESC v2 (Senior Center Loan Request)

WHEREAS, the City, while willing to assist the Senior Center, does not intend to make a
permanent loan or gift to the Senior Center in the form of the Guarantee Payment(s)
referenced above, and wants to ensure that the Senior Center’s leaders and donors are
sufficiently motivated to facilitate the successful completion of the Senior Center’s
capital campaign so that no such payment is necessary; and
WHEREAS, the City intends the terms of this Amendment to provide that motivation;
NOW THEREFORE,
The parties, for good and valuable consideration, the receipt and sufficiency of which are
hereby acknowledged, and intending to be legally bound by the terms and conditions of
this Amendment, agree as follows:
1. Amendment of Ground Lease. The City and Senior Center hereby amend the
following provisions of the 2019 Lease (new text is shown in double underline;
deleted text is shown in strikethrough):
a. SECTION 2, entitled “TERM,” shall be amended to read as follows:
2.1
Initial Term. The term of this Lease ("Lease Term") shall
extend for a period of Forty (40) years commencing on April 15,
2019, and terminating on April 14, 2059, subject to the right of the
Senior Center to extend the Lease Term as provided in 2.2
belowherein, and subject to the provisions of 2.3 below, which
shorten the Lease Term proportionally to the extent of any
Guarantee Payments made by the City.
2.2
Extension of Lease Term. The Lease Term may be extended
by the Senior Center for an additional period of Fifteen (15) years.
2.2.1 Conditions of Extension. In order for the Senior
Center to extend the Lease Term, it shall (i) it shall not be in
material default at the time of providing Notice of its Lease
Extension and thereafter; (ii) it shall provide written Notice
of its Lease Extension at least one hundred eighty (180) days
prior to the Termination of the Lease Term; and (iii) the
Letter of Credit shall have been fully paid off by the Letter of
Credit Maturity Date of October 31, 2027 without any
Guarantee Payment needing to have been made by the City
at any time during the term of the Letter of Credit.
2.2.2 Process for Extension. No sooner than three hundred
sixty-five (365) days and no later than one hundred eighty
(180) days prior to the expiration of the Lease Term, Senior
Center shall provide written notice of its intention to exercise
the Extension Term. The City and Senior Center shall meet
no later than one hundred twenty (120) days prior to the
expiration of the Lease Term to confirm the Extension Term,
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Attachment: 2020-03-06 amendment to ground lease ESC v2 (Senior Center Loan Request)

discuss any matters pertaining thereto and sign a Lease
Addendum incorporating the Extension Term and any
mutually acceptable matters pertaining to the Extension
Term.
2.3
Shortening of Lease Term. For every One Hundred
Thousand Dollars ($100,000) of Guarantee Payment made by the
City, the Lease Term shall be shortened by one year. Any fraction of
a One Hundred Thousand Dollar Guarantee Payment shall result in
an additional one year shortening of the Lease Term, including any
Guarantee Payment made resulting from the Senior Center’s failure
to make a timely payment during the term of the Letter of Credit. If
multiple Guarantee Payments of less than One Hundred Thousand
Dollars are made during the term of the Letter of Credit, the sum of
the Guarantee Payments shall be tallied for the purpose of
determining the extent of the shortened Lease Term.
2.3.1 Example #1: if the City’s Guarantee Payment equals
exactly One Million Two Hundred Thousand Dollars
($1,200,000), on the Maturity Date, and no Guarantee
Payments are made before the Maturity Date, then the Lease
Term shall be shortened by twelve years.
2.3.2 Example #2: if the City’s Guarantee Payment equals
exactly One Million Two Hundred Thousand and One
Dollars ($1,200,001), on the Maturity Date, and no
Guarantee Payments are made before the Maturity Date,
then the Lease Term shall be shortened by thirteen years.
2.3.3 Example #3: if the City’s Guarantee Payment equals
exactly One Million Two Hundred Thousand Dollars
($1,200,000), on the Maturity Date, and the City also had to
make three Ten Thousand Dollar payments during the term
of the Letter of Credit, then the Lease Term shall be shorted
by thirteen years (twelve years for the Guarantee Payment
made at the Maturity Date and one year for Thirty Thousand
Dollars paid during the term of the Letter of Credit).
2.3.4 Example #4: if the City’s Guarantee Payment equals
exactly One Million Two Hundred Thousand Dollars
($1,200,000), on the Maturity Date, and the City also had to
make eleven Ten Thousand Dollar payments during the term
of the Letter of Credit, then the Lease Term shall be shorted
by fourteen years (twelve years for the Guarantee Payment
made at the Maturity Date and two years for One Hundred
Ten Thousand Dollars paid during the term of the Letter of
Credit).
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2.3.5 Example #5: if the City’s Guarantee Payment equals
exactly One Million Two Hundred Thousand and One
Dollars ($1,200,001), on the Maturity Date, and the City also
had to make three Ten Thousand Dollar payments during the
term of the Letter of Credit, then the Lease Term shall be
shorted by thirteen years (in this case the three Ten
Thousand Dollar payments shall be combined in the same
fraction of $100,000 as the One Dollar over the
$1,200,000).
2.4
Regardless of the amount or number of the Guarantee
Payments made, the provisions of subsection 2.3, above, shall not
operate to shorten the Lease Term to such an extent as to prevent
the Senior Center from satisfying its duty to the State of
Washington Department of Commerce under its Leasehold
Promissory Note and Leasehold Deed of Trust, which require the
Senior Center to use its $4,000,000 state grant award as required
by the grant contract for a period of ten (10) years.

Commented [jt1]: It has been suggested that some or all of
these examples, while accurately reflecting the council’s
intent, are unnecessary. For the purposes of interpreting
this document years from now, any council action to
remove one or more of these examples should be
understood merely as an attempt to simplify the document,
not to change its meaning. Alternatively, if the council does
intend its removal of examples (if any) to signify a change to
the meaning of the document, such other meaning should
be clearly stated through council action.
ESC does not object to the inclusion of these examples.

b. SECTION 1.2, entitled “Use of the Property,” shall be amended to read as
follows:
1.2.1 Allowed Uses of the Property by the Senior Center. Except as
otherwise provided herein, the Senior Center shall use the Property
for the purpose of constructing, maintaining, and operating a
nonprofit community resource center to be known as the
“Edmonds Waterfront Center” serving the needs of the local
population, in particular, poor, infirm and otherwise vulnerable
seniors and other members of the community.
1.2.1.1 Notwithstanding the foregoing, the Senior Center may
from time to time utilize portions of the Property for
revenue-generating activities including, but not limited to,
rentals, catered events and the operation of a thrift store and
cafecoffee kiosk, provided that all revenues generated
therefrom shall be utilized by the Senior Center exclusively
for the purposes set forth in Section 1.2.1, above. For the
purpose of generating such revenue, the Senior Center shall
be authorized to enter into an agreement with a caterer
which would give the caterer exclusive rights to operate a
coffee kiosk, a lunch café for low-income seniors (which
might would also be open to the public), and a catered event
space at the Edmonds Waterfront Center in exchange for a
commercially reasonable payment from the caterer to the
Senior Center, SUBJECT TO THE FOLLOWING
PROVISIONS:

Attachment: 2020-03-06 amendment to ground lease ESC v2 (Senior Center Loan Request)

2.1.a

Commented [jt2]: This change just makes clear the
distinction between the coffee kiosk and the lunch café. ESC
does not object to this change.

Commented [jt3]: This change just makes clear that, while
the primary purpose of the lunch café is to provide a
nutritious meal for low-income seniors. Meals will also be
available to the public at market rates. ESC does not object
to this change.
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1.2.1.1.a.
the City shall be given the opportunity to
provide input on the catering agreement before the
terms are finalized;
1.2.1.1.b.
the term of the catering agreement shall
be limited to five years, and any extension thereof
beyond the initial five-year term shall be subject to the
approval of the City, which approval shall not be
unreasonably withheld;

Commented [jt4]: City staff and ESC are OK with this
change.

1.2.1.1.c.
regardless of the day, time, or number of
attendees, the caterer’s exclusivity rights on the
second floor of the Edmonds Waterfront Center shall
be limited to precluding on-site catering served by
another professional caterer;
1.2.1.1.d.
regardless of the day, time, or number of
attendees (exclusively for City programs and activites)
the caterer’s exclusivity rights on the second floor of
the Edmonds Waterfront Center shall not preclude
the following: individual meals (e.g., “sack lunches”)
that are brought by attendees of classes and events;
potluck food events; boxed lunches meals that are
delivered to the site; and other professionally
catereredprepared food that is delivered to the second
floor of the Edmonds Waterfront Center, as long as
the food is not served by the caterer vendor or any
other food service professional;
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Commented [jt5]: ESC has indicated they can accept the
language in this paragraph. The gist is that, if someone has
the means to cater an event, FEEDME will be the designated
caterer. Individuals who do not have the means to cater an
even will not be precluded from bringing outside food into
the second floor for their event.
Commented [jt6]: These changes were made to use a more
general term (“meal”) than “lunch.” ESC does not object to
this change.

1.2.1.1.e.
for the purposes of subsections 1.2.1.1.c.
and 1.2.1.1.d., above, the phrase “served by” shall
include any kind of professionally staffed food service,
including, but not limited to, table service for a sitdown meal, staffed service of or refilling of a buffet,
staffed beverage pouring, etc.
1.2.1.1.f.
except as described in subsection
1.2.1.1.g. and 1.2.1.1.h., below, the catering agreement
for the first floor of the Edmonds Waterfront Center
shall allow the caterer to be the only provider of food
or beverage that is consumed on the first floor, and
may specifically preclude provision of food on the first
floor as would be allowed on the second floor under
subsection 1.2.1.1.d.
1.2.1.1.g.
notwithstanding subsection 1.2.1.1.f.,
above, the catering agreement shall not require the
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purchase of food or beverage from the on-site caterer
where a first-floor event during City Hours is of a type
that food and beverage are not needed.
1.2.1.1.h.
notwithstanding subsection 1.2.1.1.f.,
above, the catering agreement shall: 1) allow cupcakes
and juice purchased from a source other than the
caterer to be served on the first floor during the
Daddy Daughter Dance or other event allowed
pursuant to subsection 1.2.2.1.c., below; 2) allow the
consumption of coffee and cookies from off-site
vendors and 23) require the caterer to prepare and
serve a pancake breakfast for all the City’s employees
during the City’s Annual Holiday Breakfast referenced
in subsection 1.2.2.1.d, below.
1.2.2 Allowed Uses of the Property by the City. The City of
Edmonds shall be given access to and use of the Building so it may
offer recreational and other programs to the public. Except for the
first-floor kitchen and thrift shop and coffee kioskcafé areas, the
City will be allowed first-priority use of the Building Monday
through Thursday, 4:00pm – close 10:00 p.m. (hereinafter the
“City Hours”). The Senior Center shall have first-priority use of the
Building at all other times (hereinafter the “Senior Center Hours”),
except as provided in subsection 1.2.2.1. The City and Senior Center
agree to meet on a regular on-going basis (at least quarterly) to
review their respective program schedules and determine whether
there is any unprogrammed (surplus) time after accounting for each
party's program needs during that party's first-priority time
periods. At these meetings each party shall offer its remaining
unprogrammed first-priority time slots to the other party for use by
the other party or by rental to a third-party, PROVIDED THAT all
rental revenue derived from rentals during City Hours shall accrue
to the City and rental revenue derived from rentals during Senior
Center Hours shall accrue to the Senior Center. Senior Center
acknowledges that the grounds surrounding the Property are a
public park and shall remain open to the public subject to the City's
reasonable regulations related to uses, hours, etc.

Attachment: 2020-03-06 amendment to ground lease ESC v2 (Senior Center Loan Request)

2.1.a

Commented [jt7]: As I mentioned on March 3rd, ESC has
indicated that consumption of coffee and cookies could be
excluded from the first-floor on-site catering exclusive.

Commented [jt8]: This language just makes express our
current understanding. ESC does not object to this language.
Commented [jt9]: Because the word café is now used
above in reference to the lunch café, the parties agree that
we need a different term to refer to the coffee kiosk. ESC
does not object to this language.

Commented [jt10]: City staff supports this language as
proposed by ESC.

1.2.2.1 Exceptions to the Senior Center’s first-priority use of
the Building. The following are exceptions to the Senior
Center’s first-priority use rights described in subsection
1.2.2, above.
1.2.2.1.a. Office/Storage Space. Senior Center shall
construct a lockable space within the Building, which
is suitable for the City’s office and/or storage uses.
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Senior Center shall finish that space to the same
degree as other similar spaces within the Building.
The City shall have the exclusive right to use that
space. The location of the space within the Building
shall be determined by the Senior Center. The
ultimate use of the space shall be determined by the
City.
1.2.2.1.b. Summer Time And Other Weekdays When
Edmonds School District Is Not In Session. The City
shall have first-priority use of one mutually agreed
upon space for programming of the four second-floor
classrooms or community rooms on weekdays when
the Edmonds School District is not scheduled to be in
session, including weekday holidays, school breaks,
and summer vacations.
1.2.2.1.c. The Senior Center shall make the banquet
space available to the City, free of room rental charge,
for one Saturday evening each February, to allow for
the scheduling of one City special event, such as the
Daddy Daughter Dance.
1.2.2.1.d. The Senior Center shall make the banquet
space available to the City, free of room rental charge,
for one weekday morning each December, to host one
City special event, such as the City’s Annual Holiday
Breakfast.
1.2.3 The City is not responsible for repair and/or maintenance of
the Building; provided, however, as part of the City's allowed use of
the Building, the City may be charged for mutually agreed upon
costs directly associated with its use of the Building (i.e. utilities,
site monitor, cleaning, etc.), PROVIDED THAT the City shall not be
subject to any rental charges for its use of the Building at any time.
In allocating such operating costs between the parties, the parties
shall estimate: 1) the number of people square feet that useof the
Building that are used pursuant to a City program and length
duration of that use, including any square footage that goes unused
during City Hours; 2) the number of people square feet that useof
the Building that are used pursuant to a Senior Center program and
length duration of that use; and 3) the number of people square feet
that useof the Building that are used pursuant to a revenuegenerating event or activity and length duration of that use. The
City shall only be responsible to pay the operating costs that are
estimated to be associated with the first of these three categories.

Commented [jt11]: City staff and ESC have agreed upon
this amendment.

Commented [jt12]: City staff and ESC have agreed to this
language.

Commented [jt13]: The first edit to 1.2.3 makes this
language unnecessary.

Commented [jt14]: The first edit to 1.2.3 makes this
language unnecessary.
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2.1.a

Commented [jt15]: This language makes express that the
City would never pay rent. It allows for the removal of rentfree references elsewhere, as noted above. The City’s rentfree use has always been understood. ESC does not object
to this change.

Commented [jt16]: The changes here were suggested by
city staff and are based on the realization that estimating
numbers of people that use the building could pose
significant operational challenges when compared to just
counting square footage and hours. ESC does not object to
this change.
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2. City Board Seat. For as long as the Letter of Credit is outstanding, the City shall
be entitled to appoint a City representative to sit as a voting member of the Senior
Center’s board and executive committee.

IN WITNESS HEREOF, the parties have subscribed their names hereto effective as
of the day, month and year first written above.
LESSEE:

LESSOR:

EDMONDS SENIOR CENTER

THE CITY OF EDMONDS

_________________________________
By:
_________________________________
Its:
_________________________________

___________________________________
By: Mike Nelson
As its Mayor

APPROVED AS TO FORM:

APPROVED BY CITY COUNCIL ON:

__________________________________
By: Jeff Taraday
City Attorney

ATTEST:
______________________________________
City Clerk
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2.1.a

COUNTY OF SNOHOMISH

)
) ss.
)

Attachment: 2020-03-06 amendment to ground lease ESC v2 (Senior Center Loan Request)

STATE OF WASHINGTON

I certify that I have evidence that Mike Nelson is the person who appeared before me, and
said person acknowledged that he signed this instrument, on oath stated that he was authorized to
executed the instrument and acknowledged it as the Mayor of the City of Edmonds, to be the free
and voluntary act of such party for the uses and purposes mentioned in the instrument.
DATED:________________

PRINTED NAME:
NOTARY PUBLIC
In and for the State of Washington
My commission expires:

STATE OF WASHINGTON
COUNTY OF SNOHOMISH

)
) ss.
)

I certify that I have evidence that ________________ is the person who appeared before
me, and said person acknowledged that he signed this instrument, on oath stated that he was
authorized to executed the instrument and acknowledged it as the President of the Edmonds Senior
Center, to be the free and voluntary act of such party for the uses and purposes mentioned in the
instrument.
DATED:________________

PRINTED NAME:
NOTARY PUBLIC
In and for the State of Washington
My commission expires:
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2.1.b

THIS AMENDMENT TO GROUND LEASE (this "Amendment"), effective the
____day of _________, 2020 ("Effective Date") is between THE CITY OF
EDMONDS, a municipal corporation of the State of Washington (the "City") and THE
EDMONDS SENIOR CENTER, a nonprofit corporation under the laws of the State of
Washington (the "Senior Center").
WHEREAS, the City and the Senior Center entered into a Ground Lease dated April 15,
2019 (the “2019 Lease”), the Term of which is scheduled to expire on April 14, 2059
unless extended by the fifteen-year option to extend in the 2019 Lease; and
WHEREAS, the 2019 Lease was recorded in Snohomish County’s real property records
under auditor’s file number 201911130021; and
WHEREAS, subsequent to the execution and recording of the 2019 Lease, the Senior
Center determined that it would need to obtain a bank loan to complete the construction
of the Edmonds Waterfront Center on the property subject to the 2019 Lease; and
WHEREAS, the Senior Center’s new bank loan is expected to take the form of a letter of
credit in the amount of Two Million Dollars ($2,000,000) (the “Letter of Credit”) due to
the fact that the Senior Center’s fundraising is ongoing, making it unclear exactly how
much money the Senior Center will need to borrow; and
WHEREAS, the Letter of Credit will have a Maturity Date of October 31, 2027, by which
date, the Senior Center shall be required to fully repay any outstanding balance on the
Letter of Credit, including all interest and any other amounts owing to the bank under
the terms of the Promissory Note between the bank and the Senior Center; and
WHEREAS, the Senior Center has asked the City to guarantee the Letter of Credit; and
WHEREAS, the nature of the City’s guarantee would be such that the City would be
required to keep $2,000,000 on deposit with the bank while the Senior Center’s Letter
of Credit is outstanding; and
WHEREAS, under the contemplated lending agreements, if the Senior Center fails to
make timely payments during the term of its Letter of Credit or fails to completely repay
any amounts owing under the Letter of Credit by the Maturity Date, the bank would be
entitled to deduct from the City’s funds on deposit any amount that the Senior Center
fails to pay the bank, including, but not limited to, any balance still owing the bank as of
the Maturity Date; and
WHEREAS, any amount so deducted from the City’s funds on deposit, whether during
the term of the Letter of Credit or at the Maturity Date, shall be referred to herein as a
Guarantee Payment;
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AMENDMENT TO GROUND LEASE

2.1.b

WHEREAS, the City intends the terms of this Amendment to provide that motivation;
NOW THEREFORE,
The parties, for good and valuable consideration, the receipt and sufficiency of which are
hereby acknowledged, and intending to be legally bound by the terms and conditions of
this Amendment, agree as follows:
1. Amendment of Ground Lease. The City and Senior Center hereby amend the
following provisions of the 2019 Lease (new text is shown in double underline;
deleted text is shown in strikethrough):
a. SECTION 2, entitled “TERM,” shall be amended to read as follows:
2.1
Initial Term. The term of this Lease ("Lease Term") shall
extend for a period of Forty (40) years commencing on April 15,
2019, and terminating on April 14, 2059, subject to the right of the
Senior Center to extend the Lease Term as provided in 2.2
belowherein, and subject to the provisions of 2.3 below, which
shorten the Lease Term proportionally to the extent of any
Guarantee Payments made by the City.
2.2
Extension of Lease Term. The Lease Term may be extended
by the Senior Center for an additional period of Fifteen (15) years.
2.2.1 Conditions of Extension. In order for the Senior
Center to extend the Lease Term, it shall (i) it shall not be in
material default at the time of providing Notice of its Lease
Extension and thereafter; (ii) it shall provide written Notice
of its Lease Extension at least one hundred eighty (180) days
prior to the Termination of the Lease Term; and (iii) the
Letter of Credit shall have been fully paid off by the Letter of
Credit Maturity Date of October 31, 2027 without any
Guarantee Payment needing to have been made by the City
at any time during the term of the Letter of Credit.
2.2.2 Process for Extension. No sooner than three hundred
sixty-five (365) days and no later than one hundred eighty
(180) days prior to the expiration of the Lease Term, Senior
Center shall provide written notice of its intention to exercise
the Extension Term. The City and Senior Center shall meet
no later than one hundred twenty (120) days prior to the
expiration of the Lease Term to confirm the Extension Term,
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WHEREAS, the City, while willing to assist the Senior Center, does not intend to make a
permanent loan or gift to the Senior Center in the form of the Guarantee Payment(s)
referenced above, and wants to ensure that the Senior Center’s leaders and donors are
sufficiently motivated to facilitate the successful completion of the Senior Center’s
capital campaign so that no such payment is necessary; and

2.1.b

2.3
Shortening of Lease Term. For every One Hundred
Thousand Dollars ($100,000) of Guarantee Payment made by the
City, the Lease Term shall be shortened by one year. Any fraction of
a One Hundred Thousand Dollar Guarantee Payment shall result in
an additional one year shortening of the Lease Term, including any
Guarantee Payment made resulting from the Senior Center’s failure
to make a timely payment during the term of the Letter of Credit. If
multiple Guarantee Payments of less than One Hundred Thousand
Dollars are made during the term of the Letter of Credit, the sum of
the Guarantee Payments shall be tallied for the purpose of
determining the extent of the shortened Lease Term.
2.3.1 Example #1: if the City’s Guarantee Payment equals
exactly One Million Two Hundred Thousand Dollars
($1,200,000), on the Maturity Date, and no Guarantee
Payments are made before the Maturity Date, then the Lease
Term shall be shortened by twelve years.
2.3.2 Example #2: if the City’s Guarantee Payment equals
exactly One Million Two Hundred Thousand and One
Dollars ($1,200,001), on the Maturity Date, and no
Guarantee Payments are made before the Maturity Date,
then the Lease Term shall be shortened by thirteen years.
2.3.3 Example #3: if the City’s Guarantee Payment equals
exactly One Million Two Hundred Thousand Dollars
($1,200,000), on the Maturity Date, and the City also had to
make three Ten Thousand Dollar payments during the term
of the Letter of Credit, then the Lease Term shall be shorted
by thirteen years (twelve years for the Guarantee Payment
made at the Maturity Date and one year for Thirty Thousand
Dollars paid during the term of the Letter of Credit).
2.3.4 Example #4: if the City’s Guarantee Payment equals
exactly One Million Two Hundred Thousand Dollars
($1,200,000), on the Maturity Date, and the City also had to
make eleven Ten Thousand Dollar payments during the term
of the Letter of Credit, then the Lease Term shall be shorted
by fourteen years (twelve years for the Guarantee Payment
made at the Maturity Date and two years for One Hundred
Ten Thousand Dollars paid during the term of the Letter of
Credit).
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discuss any matters pertaining thereto and sign a Lease
Addendum incorporating the Extension Term and any
mutually acceptable matters pertaining to the Extension
Term.

2.3.5 Example #5: if the City’s Guarantee Payment equals
exactly One Million Two Hundred Thousand and One
Dollars ($1,200,001), on the Maturity Date, and the City also
had to make three Ten Thousand Dollar payments during the
term of the Letter of Credit, then the Lease Term shall be
shorted by thirteen years (in this case the three Ten
Thousand Dollar payments shall be combined in the same
fraction of $100,000 as the One Dollar over the
$1,200,000).
2.4
Regardless of the amount or number of the Guarantee
Payments made, the provisions of subsection 2.3, above, shall not
operate to shorten the Lease Term to such an extent as to prevent
the Senior Center from satisfying its duty to the State of
Washington Department of Commerce under its Leasehold
Promissory Note and Leasehold Deed of Trust, which require the
Senior Center to use its $4,000,000 state grant award as required
by the grant contract for a period of ten (10) years.
b. SECTION 1.2, entitled “Use of the Property,” shall be amended to read as
follows:
1.2.1 Allowed Uses of the Property by the Senior Center. Except as
otherwise provided herein, the Senior Center shall use the Property
for the purpose of constructing, maintaining, and operating a
nonprofit community resource center to be known as the
“Edmonds Waterfront Center” serving the needs of the local
population, in particular, poor, infirm and otherwise vulnerable
seniors and other members of the community.
1.2.1.1 Notwithstanding the foregoing, the Senior Center may
from time to time utilize portions of the Property for
revenue-generating activities including, but not limited to,
rentals, catered events and the operation of a thrift store and
cafecoffee kiosk, provided that all revenues generated
therefrom shall be utilized by the Senior Center exclusively
for the purposes set forth in Section 1.2.1, above. For the
purpose of generating such revenue, the Senior Center shall
be authorized to enter into an agreement with a caterer
which would give the caterer exclusive rights to operate a
coffee kiosk, a lunch café for low-income seniors (which
would also be open to the public), and a catered event space
at the Edmonds Waterfront Center in exchange for a
commercially reasonable payment from the caterer to the
Senior Center, SUBJECT TO THE FOLLOWING
PROVISIONS:
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2.1.b

2.1.b

1.2.1.1.b.
the term of the catering agreement shall
be limited to five years, and any extension thereof
beyond the initial five-year term shall be subject to the
approval of the City, which approval shall not be
unreasonably withheld;
1.2.1.1.c.
regardless of the day, time, or number of
attendees, the caterer’s exclusivity rights on the
second floor of the Edmonds Waterfront Center shall
be limited to precluding on-site catering served by
another professional caterer;
1.2.1.1.d.
regardless of the day, time, or number of
attendees the caterer’s exclusivity rights on the second
floor of the Edmonds Waterfront Center shall not
preclude the following: individual meals (e.g., “sack
lunches”) that are brought by attendees of classes and
events; potluck food events; boxed meals that are
delivered to the site; and other professionally
prepared food that is delivered to the second floor of
the Edmonds Waterfront Center, as long as the food is
not served by the vendor or any other food service
professional;
1.2.1.1.e.
for the purposes of subsections 1.2.1.1.c.
and 1.2.1.1.d., above, the phrase “served by” shall
include any kind of professionally staffed food service,
including, but not limited to, table service for a sitdown meal, staffed service of or refilling of a buffet,
staffed beverage pouring, etc.
1.2.1.1.f.
except as described in subsection
1.2.1.1.g. and 1.2.1.1.h., below, the catering agreement
for the first floor of the Edmonds Waterfront Center
shall allow the caterer to be the only provider of food
or beverage that is consumed on the first floor, and
may specifically preclude provision of food on the first
floor as would be allowed on the second floor under
subsection 1.2.1.1.d.
1.2.1.1.g.
notwithstanding subsection 1.2.1.1.f.,
above, the catering agreement shall not require the
purchase of food or beverage from the on-site caterer
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1.2.1.1.a.
the City shall be given the opportunity to
provide input on the catering agreement before the
terms are finalized;

2.1.b

1.2.1.1.h.
notwithstanding subsection 1.2.1.1.f.,
above, the catering agreement shall: 1) allow cupcakes
and juice purchased from a source other than the
caterer to be served on the first floor during the
Daddy Daughter Dance or other event allowed
pursuant to subsection 1.2.2.1.c., below; 2) allow the
consumption of coffee and cookies from off-site
vendors and 3) require the caterer to prepare and
serve a pancake breakfast for all the City’s employees
during the City’s Annual Holiday Breakfast referenced
in subsection 1.2.2.1.d, below.
1.2.2 Allowed Uses of the Property by the City. The City of
Edmonds shall be given access to and use of the Building so it may
offer recreational and other programs to the public. Except for the
first-floor kitchen and thrift shop and coffee kioskcafé areas, the
City will be allowed first-priority use of the Building Monday
through Thursday, 4:00pm – close 10:00 p.m. (hereinafter the
“City Hours”). The Senior Center shall have first-priority use of the
Building at all other times (hereinafter the “Senior Center Hours”),
except as provided in subsection 1.2.2.1. The City and Senior Center
agree to meet on a regular on-going basis (at least quarterly) to
review their respective program schedules and determine whether
there is any unprogrammed (surplus) time after accounting for each
party's program needs during that party's first-priority time
periods. At these meetings each party shall offer its remaining
unprogrammed first-priority time slots to the other party for use by
the other party or by rental to a third-party, PROVIDED THAT all
rental revenue shall accrue to the Senior Center. Senior Center
acknowledges that the grounds surrounding the Property are a
public park and shall remain open to the public subject to the City's
reasonable regulations related to uses, hours, etc.
1.2.2.1 Exceptions to the Senior Center’s first-priority use of
the Building. The following are exceptions to the Senior
Center’s first-priority use rights described in subsection
1.2.2, above.
1.2.2.1.a. Office/Storage Space. Senior Center shall
construct a lockable space within the Building, which
is suitable for the City’s office and/or storage uses.
Senior Center shall finish that space to the same
degree as other similar spaces within the Building.
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where a first-floor event during City Hours is of a type
that food and beverage are not needed.

1.2.2.1.b. Summer Time And Other Weekdays When
Edmonds School District Is Not In Session. The City
shall have first-priority use of one mutually agreed
upon space for programming on weekdays when the
Edmonds School District is not scheduled to be in
session, including weekday holidays, school breaks,
and summer vacations.
1.2.2.1.c. The Senior Center shall make the banquet
space available to the City for one Saturday evening
each February, to allow for the scheduling of one City
special event, such as the Daddy Daughter Dance.
1.2.2.1.d. The Senior Center shall make the banquet
space available to the City for one weekday morning
each December, to host one City special event, such as
the City’s Annual Holiday Breakfast.
1.2.3 The City is not responsible for repair and/or maintenance of
the Building; provided, however, as part of the City's allowed use of
the Building, the City may be charged for mutually agreed upon
costs directly associated with its use of the Building (i.e. utilities,
site monitor, cleaning, etc.), PROVIDED THAT the City shall not be
subject to any rental charges for its use of the Building at any time.
In allocating such operating costs between the parties, the parties
shall estimate: 1) the number of square feet of the Building that are
used pursuant to a City program and duration of that use, including
any square footage that goes unused during City Hours; 2) the
number of square feet of the Building that are used pursuant to a
Senior Center program and duration of that use; and 3) the number
of square feet of the Building that are used pursuant to a revenuegenerating event or activity and duration of that use. The City shall
only be responsible to pay the operating costs that are estimated to
be associated with the first of these three categories.
2. City Board Seat. For as long as the Letter of Credit is outstanding, the City shall
be entitled to appoint a City representative to sit as a voting member of the Senior
Center’s board and executive committee.

IN WITNESS HEREOF, the parties have subscribed their names hereto effective as
of the day, month and year first written above.
LESSEE:

LESSOR:

EDMONDS SENIOR CENTER

THE CITY OF EDMONDS
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2.1.b

_________________________________
By:
_________________________________
Its:
_________________________________

___________________________________
By: Mike Nelson
As its Mayor

APPROVED AS TO FORM:

APPROVED BY CITY COUNCIL ON:

__________________________________
By: Jeff Taraday
City Attorney

ATTEST:
______________________________________
City Clerk
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2.1.b

2.1.b

COUNTY OF SNOHOMISH

)
) ss.
)

I certify that I have evidence that Mike Nelson is the person who appeared before me, and
said person acknowledged that he signed this instrument, on oath stated that he was authorized to
executed the instrument and acknowledged it as the Mayor of the City of Edmonds, to be the free
and voluntary act of such party for the uses and purposes mentioned in the instrument.
DATED:________________

PRINTED NAME:
NOTARY PUBLIC
In and for the State of Washington
My commission expires:

STATE OF WASHINGTON
COUNTY OF SNOHOMISH

)
) ss.
)

I certify that I have evidence that ________________ is the person who appeared before
me, and said person acknowledged that he signed this instrument, on oath stated that he was
authorized to executed the instrument and acknowledged it as the President of the Edmonds Senior
Center, to be the free and voluntary act of such party for the uses and purposes mentioned in the
instrument.
DATED:________________

PRINTED NAME:
NOTARY PUBLIC
In and for the State of Washington
My commission expires:
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STATE OF WASHINGTON

Attachment: Pro Forma (Senior Center Loan Request)

2.1.c
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Senior Center Bank Loan Comparison
Not to Exceed

Investment Rate

Loan Rate

First Financial NW Bank $ 2,000,000

Start at 1.68%

CD Rate + 2%

Cashmere Bank

$ 2,000,000 5 bps above LGIP Floating, start at 4.75%

WaFd Bank option A
WaFd Bank option B
WaFd Bank option B

$ 2,000,000
$ 2,000,000
$ 2,000,000

2%
1%
0%

3.12%
3.12%
3.12%

Loan Fees
$

Other
Fees Other

10,000 $ 1,500 Move all banking activity to FFNW
$ 1,000 Federally Taxable, no prepayment penalty

$50K annually
$25K annually
$5K annually

$ 5,000 Prepayment fee that will cover the bank's loss incurred from prepayment
$ 5,000 Prepayment fee that will cover the bank's loss incurred from prepayment
$ 5,000 Prepayment fee that will cover the bank's loss incurred from prepayment
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2.1.h

Term Sheet
(For Discussion Purposes Only)
February 27, 2020
Edmonds Senior Center (the “Borrower”)

Thank you for the opportunity to propose the following structure for the Edmonds Senior Center
loan. Cashmere Valley Bank (the “Bank”) has outlined general terms below for discussion
purposes only. The following terms represent a cash-secured transaction between the Bank and
the Edmonds Senior Center with the security pledged by the City of Edmonds, Washington (the
“City”). The terms assume and depend on the scenario that the City is legally permitted under the
statutes of the Revised Code of Washington to provide collateral in support of the Edmonds Senior
Center loan. Material changes to the security of the loan would void the following terms. All
terms are subject to credit approval and do not constitute a commitment to lend money.
1. Borrower:

Edmonds Senior Center

2. Amount:

up to $2,000,000

3. Tax Status:

Federally Taxable

4. Purpose:

The proceeds of the Loan will be used to provide construction financing for
the Borrower’s capital project.

5. Maturity:

December 1, 2027

6. Loan Description:
a. Interest Rate: The Loan would have a fully floating variable rate of interest equal
to the Wall Street Journal Prime Rate. Currently, that rate would
equal 4.75%. If the Wall Street Journal were to cease publishing the
Prime Rate, a supplanting publisher or alternative rate index would
be assigned. Interest would accrue on the outstanding principal
balance of the Loan. Interest would accrue on the basis of actual
days elapsed in a 365 day year.
b. Terms:
The Loan would mature on December 1, 2027. Interest on the Loan
would be payable quarterly on each March 1, June 1, September 1
and December 1, beginning September 1, 2020 through and
including the Maturity Date or date of prior prepayment of the Loan.
Principal on the Loan would be payable quarterly on each March 1,
June 1, September 1 and December 1, beginning March 1, 2021
through and including the Maturity Date or date of prior prepayment
of the Loan.
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c. Security:

d. Draws:

7. Transferability:
8. Call Option:

The Loan would be secured with time deposits provided by the City
in support of the Borrower’s Loan. The Bank would require that the
City maintains deposits with the Bank in an amount greater than or
equal to the then outstanding principal balance of the Loan.
The Loan would either be funded upfront or by draws made on the
Loan facility. Draws could be made from the closing date of the
Loan to October 30, 2020. At the close of the draw period, the Bank
would provide the Borrower an amortization schedule reflecting all
outstanding principal at that time. Draws could be made on any
business day in an amount greater than or equal to $25,000. Draw
proceeds would be wire transferred for the Borrower’s benefit. For
same day funding, draw requests would need to be received and
confirmed by 11:00AM.
The Bank would hold the Loan with no intent to sell or transfer.

Should the spread between the Loan’s interest rate and the underlying
security be less than 1.00%, the Loan would be called and all principal and
accrued interest would be due and payable immediately.

9. Prepayment: The Borrower may choose to prepay the Loan in whole or in part at any
time without penalty. The Bank would prefer ten (10) days advance notice
of any prepayment. Partial prepayment would be first applied to
outstanding accrued interest with the balance applied to reduce principal.
After a partial prepayment, the debt service schedule would be recalculated
as mutually agreed upon, in writing, by the Borrower and the Bank to reflect
either a reduction in the semiannual payment amount, or the earlier maturity
date of the Loan. Within seven (7) business days of prepayment, the Bank
shall provide to the Borrower and City a recalculated debt schedule.
10. Fees:

A Loan Draw administration fee of $1,000 would be taken as a discount to
the first draw. No other fees would be charged by the Bank. The Borrower
would be responsible for all other costs of issuing the Loan.

11. Additional Terms:
The City would be required to provide satisfactory documentation
showing their ability to pledge funds as collateral for the Loan. The City
would be responsible for all costs of obtaining the documentation. The
Loan documents would be in the standard forms customarily required by
the Bank for commercial funding and would include additional terms and
conditions not discussed above. The Borrower would provide is annual
financial report to the Bank during the period the Loan is outstanding and
held by the Bank. At the date of closing of the Loan, the financial condition
and credit of the Borrower and all other features of this transaction would
be as represented to the Bank without material adverse change. In the event
of adverse material changes in the credit worthiness of the Borrower,
including litigation involving or claims filed against the Borrower, any
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Edmonds Senior Center
TERM SHEET

2.1.h
Edmonds Senior Center
TERM SHEET

future commitment would terminate upon notice by the Bank. Any future
commitment would be non-assignable by the Borrower.
If selected to provide the financing, the Bank would review the Borrower’s
most recent 5-years of financial information as part of the credit approval
process. The estimated time between being selected and credit approval is
3 weeks. Prior to closing, the Bank would require documentation from the
City and its attorney satisfying the legal requirements to provide collateral
accounts in support of the Borrower’s project and to open and maintain the
collateral accounts with the Bank.

ORAL AGREEMENTS OR ORAL COMMITMENTS TO LOAN MONEY, EXTEND CREDIT,
OR TO FORBEAR FROM ENFORCING REPAYMENT OF A DEBT ARE NOT
ENFORCEABLE UNDER WASHINGTON LAW.
Respectfully,
CASHMERE VALLEY BANK
Authorized Representative:
Tom Brown
Vice President, Municipal Finance Manager
1400 112th Ave. SE, STE 100
Bellevue, WA 98004
(p) 425.688.3936
(f) 425.455.2494
tbrown@cvb.bank
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2.1.i

Pete Sullivan
Vice President
425 Pike Street
Seattle, WA 98101
206-626-8111
pete.sulllvan@wafd.com

Scott James
Finance Director
City of Edmonds
121 5th Ave North
Edmonds, WA 98020
scott.james@edmondswa.gov
Regarding:

$2,000,000 Draw to Term Loan

Dear Mr. James:
We enclose a summary of terms and conditions outlining the proposed terms under which Washington
Federal Bank (WA Fed Bank) may extend credit to the Edmonds Senior Center & City of Edmonds.
Please note that this is not a commitment to lend.
WA Fed Bank appreciates the opportunity to provide our financing proposal. Please call Pete Sullivan at
206-626-8111 to discuss any questions or comments you may have regarding our proposal. We look
forward to working with you.

Sincerely,

Pete Sullivan
Vice President
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Edmonds Senior Center & City of Edmonds
Financing Proposal

BORROWER:

Edmonds Senior Center & City of Edmonds (the “Borrower”)

LENDER:

Washington Federal Bank N.A. (the “Bank”)

The Facility:
FACILITY:

Draw to Term Loan (the “Credit Facility”)

FACILITY AMOUNT:

$2,000,000 (not to exceed)

CLOSING DATE:

March 31, 2020 (estimated)

ADVANCES

Advances under the Credit Facility during the Draw Period may be
requested on any banking day.

REPAYMENT/MATURITY:

The Borrower must pay the Credit Facility in semi-annual payments of
accrued interest on June 1 and December 1, beginning 12/1/2020.
Draw Period
• The draw period is from Loan Closing to 12/1/2021.
• Principal payments are not required during the draw period.
Term Loan Period
• The Term Loan Period is from 12/2/2021 to 12/1/2028.
• Principal payments on the Credit Facility shall be repaid
annually each year on December 1, beginning 12/1/2022.
The Credit Facility will mature, and all unpaid principal and interest will
be due and payable at maturity on December 1, 2028.

PREPAYMENT:

The Borrower may prepay the Credit Facility at any time prior to
maturity with a prepayment fee. The prepayment fee shall be in an
amount sufficient to compensate the Bank for any loss incurred by it as
a result of the prepayment, including any loss arising from the
liquidation or reemployment of funds obtained by it to maintain the
funds used to purchase the Credit Facility.

INTEREST CALCULATION:

All calculations of interest shall be made on a 30-day month and a 360day year.
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Parties to the Transaction:

2.1.i

SECURITY:

The Credit Facility will be cash secured equal to the Credit Facility
commitment level ($2 million), to be held at a Bank controlled account.

CONVERSION TO TERM LOAN: On 12/2/2021, the balance of the Credit Facility will automatically
convert to a 7 year fully amortizing term loan, provided the Borrower is
not in default.

BANK ORIGINATION FEE:

$50,000

LEGAL COUNSEL FEE:

$5,000 – Hillis, Clark, Martin & Peterson

Rates:
INTEREST RATE:

This rate is set and locked till closing.
• This fixed interest rate will be from closing till 12/1/2028.
Option A
• Line of Credit Interest Rate: 3.12% (taxable)
• Annual Fee: $50,000 due annually on April 1st, starting 4/1/2021.
• CD Rate: 2.00% (reset annually at 100bps over the base rate)
Option B
• Line of Credit Interest Rate: 3.12% (taxable)
• Annual Fee: $25,000 due annually on April 1st, starting 4/1/2021.
• CD Rate: 1.00% (reset annually – this is the base rate)
Option C
• Line of Credit Interest Rate: 3.12% (taxable)
• Annual Fee: $5,000 due annually on April 1st, starting 4/1/2021.
• CD Rate: 0%

EXPIRATION:

This proposal letter shall automatically expire on March 31, 2020.

Covenants and Financial Reporting Requirements:
COVENANTS:

Usual and customary for transactions of this type.

REPORTING REQUIREMENTS:

The Borrower shall provide the following information and statements in
form and content acceptable to the Bank:
(a) Within 270 days after the close of each financial year of the
Borrower, the complete audited financial statements of the
Borrower.
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Fees and Expenses:

2.1.i

Description of Basic Terms and Conditions
Documentation will be usual and customary for transactions of this
type, including:
(a) A copy of the Resolution passed by the Council/Board authorizing
the issuance of the Credit Facility;
(b) A receipt of the original signed Note or Bond at closing;
(c) The resolution or financing/bond purchase agreement
(“Agreement”), prepared by bond counsel and subject to approval
by Bank Counsel.
i.
The Agreement will include, but is not limited to, the terms
and conditions outlined herein, as well as provisions that
are customary and standard with respect to conditions
precedent, representations and warranties, covenants,
events of default and remedies;
(d) An unqualified legal opinion of nationally recognized bond counsel,
in form and substance acceptable to Bank and its legal counsel that:
i.
The resolution and all documents related to the Credit
Facility have been properly adopted, authorized and
executed; and
ii.
The resolution and all documents related to the Credit
Facility constitute a legally binding obligation of the
Borrower and enforceable according to their terms (subject
to standard exceptions).
iii.
Opinion of counsel that the term portion of the loan under
the revolving line of credit option will be treated in parity
with all other senior lien holders at the time of conversion.
EVENTS OF DEFAULT:

Usual and customary in transactions of this type including, without
limitation the following:
(a) Nonpayment of principal, interest, fees or other amounts; or a
(b) Failure to perform or observe covenants/reporting requirements set
forth in the loan documentation;
(c) The Borrower must maintain a debt rating of A1 or comparable.

Description of the Process:
THE PROPOSAL:

This summary of terms is not a commitment. It represents a willingness
on the part of the Bank to seek approval to provide the commitment
indicated herein and consummate a transaction based on the terms and
conditions outlined in the proposal and is subject to:
(a) Final credit approval (see “Credit Process” below),
(b) Such any due diligence as Bank may require, and
(c) Agreement as to all final terms and conditions and satisfactory
documentation thereof (including satisfactory legal opinions).
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DOCUMENTATION:

2.1.i

CREDIT PROCESS:

The credit process will take approximately 4-weeks from the point at
which the Bank is officially awarded the transaction and has in its
possession all materials necessary to undertake a full credit analysis.
Washington Federal is a Seattle based, FDIC insured financial institution
with total assets in excess of $16 billion. Washington Federal and
assigned contacts have specific experience in lending to governmental
issuers.

BANK:

Washington Federal Bank N.A.
Pete Sullivan
425 Pike Street
Seattle, WA 98101
206-626-8111
pete.sullivan@wafd.com

BANK COUNSEL:

Hillis Clark Martin & Peterson P.S.
Brandon Pond
999 Third Avenue, Suite 4600
Seattle, Washington 98104
206.470-7623
brandon.pond@hcmp.com

Agreement by the Borrower:
By signing below, the Borrower agrees to engage the Bank to provide
the Credit Facility pursuant to the terms and conditions stated in this
proposal, including the Borrower’s responsibility for the Bank’s legal
fees even if closing & funding does not occur.
Please evidence your agreement with the foregoing by signing and
returning a copy of this document to the Bank.
Accepted and Agreed to:
Edmonds Senior Center & City of Edmonds

Signature: _________________________________ Date: __________
Printed Name: _____________________________
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Contacts:

2.1.i

Disclosure:

The only obligations the Bank has to you with respect to the transaction contemplated hereby are set forth in this
term sheet. If you would like a municipal advisor in this transaction that has legal fiduciary duties to you, you are
free to engage a municipal advisor to serve in that capacity. This term sheet is provided to you pursuant to and in
reliance upon the “bank exemption” provided under the municipal advisor rule of the Securities and Exchange
Commission, Rule 15Ba1-1 et seq.
This Term Sheet is not a commitment to lend, either expressed or implied, and does not impose any obligation
on WA Fed. This Letter is merely a non-binding indication of interest in the referenced loan transaction. No oral
agreement, past or future action, or course of conduct in relation to the referenced loan transaction, except by
the mutual execution and delivery of the final loan agreement, will give rise to any obligation on the part of the
parties.
ORAL AGREEMENTS OR ORAL COMMITMENTS TO LOAN MONEY, EXTEND CREDIT, OR TO FORBEAR FROM
ENFORCING REPAYMENT OF A DEBT ARE NOT ENFORCEABLE UNDER WASHINGTON LAW.
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The transaction contemplated by this term sheet is an arm’s length, commercial transaction between you and the
Bank, in which the Bank (i) is acting solely as a principal and for its own interest; (ii) is not acting as a municipal
advisor or financial advisor to you; (iii) has no fiduciary duty pursuant to Section 15B of the Securities Exchange Act
of 1934 to you with respect to the transaction contemplated hereby and the discussions, undertakings and
procedures leading thereto; and (iv) is not recommending that you take any action with respect to the transaction
contemplated by this term sheet, and before taking any action with respect to the contemplated transaction, you
should discuss the information contained herein with your own legal, accounting, tax, financial and other advisors,
as it deems appropriate.

