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SUPPLEMENTAL INTERLOCAL AGREEMENT REGARDING FINANCING
FOR MULTIJURISDICTIONAL CONVENTION CENTER FACILITY
(“CITY-DISTRICT AGREEMENT #4”)

THIS UPPLMENZ Aé SiTERLOCAL AGREEMENT (this “Agreement”) is dated as

of the J%L day of ” , 2004 and is made by and between THE CITY OF
LYNNWOOD, WASHING (the “City”), and LYNNWOOD PUBLIC FACILITIES

DISTRICT, SNOHOMISH COUNTY, WASHINGTON (the “District”);

RECITALS

WHEREAS, chapter 35.57.020 of the Revised Code of Washington (“RCW”) provides
that a public facilities district (“PFD”) may acquire, construct, own, remodel, maintain, equip,
repair, finance, and operate one or more “regional centers”; and

WHEREAS, the City has determined that the acquisition and operation of such a regional
center is in the interest of the City, and by Ordinance No. 2266 in 1999 established the District
pursuant to Chapter 35.57 RCW, to acquire, design, construct, own, finance, operate and
maintain a regional center defined under RCW 35.57.020 as a convention, conference, or special
convention center, or any combination of such facilities, and related parking facilities serving a
regional population (the “Convention Center”); and

WHEREAS, the Washington Interlocal Cooperation Act (chapter 39.34 RCW) authorizes
a PFD to contract with any other public agency of this state to perform any governmental
service, activity or undertaking which each entity is authorized to perform; and

WHEREAS, the City and the District entered into an “Interlocal Agreement Regarding
the Financing, Development and Operation of a Regional Center Facility” dated July 30, 2001,
(“City-District Agreement No. 1) under which the District committed to construct, develop,

own and operate the Convention Center and the City commits to provide financial and other
assistance; and '

WHEREAS, the City, the District, the Snohomish County Public Facilities District and
Snohomish County (the “County”) entered into a “First Amended and Restated Interlocal
Agreement for Development of the Lynnwood Convention Center” dated December 10, 2002
(the "Four Party Agreement") that provided for acquisition and development of the Convention
Center by the City, the District and the Snohomish County Public Facilities District and under
which the City committed hotel-motel taxes imposed and collected by the City under Chapter
67.28 RCW and the County is a non-contributing party; and

WHEREAS, the District began construction of the Convention Center in 2003, financed

through available tax proceeds, through transfers from other the other governments involved in
developing the Convention Center, and through the issuance of short-term obligations; and
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WHEREAS, the City and the District on this date have entered into a Supplemental
Agreement to Extend Hotel-Motel Tax (“City-District Agreement #3”) to extend the City’s
commitment of City Hotel-Motel Taxes through 2034; and '

WHEREAS, the District now desires to retire the short-term obligations with long-term
obligations consisting of its General Obligation Bonds, 2004 and its Revenue Bonds, 2004 (or
such other designation as may be given) (collectively, along with any obligations issued to
refund those obligations, the “Long-Term Obligations™) and put permanent financing in place for

the portion of the cost of constructing the Convention Center that will be provided by borrowing;
and

WHEREAS, the City is willing to undertake certain additional responsibilities under this
Agreement (“City-District Agreement #4”) to reduce interest costs for the District’s long-term

obligations and thus to reduce costs to taxpayers and ensure the successful construction and
operation of the Convention Center;

NOW, THEREFORE, in consideration of the mutual covenants hereinafier contained, the
parties hereto covenant and agree as follows.

Section 1. Definitions. Capitalized terms used but not defined in this Agreement

(including the Recitals) shall have the meanings assigned to those terms in the Four Party
Agreement.

Section2. Reaffirmation of Past Commitments. Except to the extent supplemented
or expressly provided in this Agreement, all obligations of the City and the District set forth in

City-District Agreement #1, City-District Agreement #2 and City-District Agreement #3, shall
remain in full force and effect.

Section3. City Contingent Loan Commitment for Long-Term Obligations. In the
event that the District is unable to timely provide for the payment of principal of or interest on
any of its Long-Term Obligations, the City shall loan the District the amount necessary to make
such timely payment. The District agrees to borrow the amounts described above from the City
pursuant to this Agreement and to apply those amounts immediately for the purpose of meeting
its obligations under the Long-Term Obligations. The District shall enter into an assignment
agreement or custodial agreement under which each City loan would be transferred directly to
the District’s Fiscal Agent (i.e., the fiscal agency for the State of Washington) to be applied to
the payment of debt service on District Long-Term Obligations. In the event that the District has
not transferred to its fiscal agency, sufficient amounts to make a debt service payment on any
Long-Term Obligations on a debt service date, the City shall transfer to that fiscal agency the
amount of the deficiency. The total amount of funds to be loaned by the City pursuant to this
Section 3 shall not exceed the principal amount of the Long-Term Obligations plus interest due
and unpaid thereon. The obligation of the City to advance funds to the District in the amounts, at
the times and in the manner described herein shall be absolute and unconditional, and shall not
be subject to diminution by setoff, counterclaim, abatement or otherwise. The full faith, credit

and resources of the City are pledged irrevocably for the payment to the fiscal agency for the
District, of the amounts described herein.
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The District may, in disclosure documents related to the Long-Term Obligations,
describe this Agreement and the City’s contingent commitment hereunder. However, those
disclosure documents shall contain a statement to the effect that the Long-Term Obligations are
payable solely from the specified tax sources and other money of the issuer legally available
therefor, and from the transfer of the loaned amounts by the City to the paying agent for the

District, but that the Long-Term Obligations are not obligations of the City, the County or the
County PFD.

Section4. District Covenants.

41  Limit on Amount of Long-Term Obligations. The District shall not issue the
Long-Term Obligations in a total principle amount greater than a total of $33 million (including
completion bonds) without prior written approval of the City.

42  District Contingency Reserve Fund. Not later than the initial issuance of the
Long-Term Obligations, the District shall establish and maintain a contingency reserve fund (the
“CRF”). The CRF shall be initially funded in the amount of not less than $700,000, from
District revenues other than proceeds of the Long-Term Obligations. The amount in the CRF
shall be increased by not less than $100,000 per year until the balance in that fund is $1,000,000,
from funds available after the District’s Operation and Maintenance Expenses (as defined in
Section 4.9) and debt service on the Long-Term Obligations. The CRF shall be held separate and
apart from all other District funds. The CRF may not be drawn upon by the District without the
prior written consent of the City if the draw would reduce the fund balance to less than
$1,000,000. The CRF may be used solely for the following purposes: () repair and replacement
of District property damaged or destroyed by fire, storm, earthquake, earth movement, flood,
water intrusion, natural disaster, and other casualty events terrorist attacks, war, or any other
similar event beyond the District’s reasonable control, or other uncontrollable or unforeseen
circumstances; (b) extraordinary operating costs not covered by the District’s budget; (c)
necessary repair, replacement and rehabilitation costs that are not full provided for by amounts
set aside under the District’s 3R Plan (as defined in Section 4.8); (d) debt service on, and
retirement and redemption of, the Long-Term Obligations; and (e) such other District purposes
as may be approved by the City. In the event that the amount on deposit in the CRF is less than
the balance level required by the yearly deposit schedule described above (whether the cause of

-that deficiency is a withdrawal or an inability of the District to deposit the full yearly amount

required), the District shall replemsh the fund from the first revenues available after operations
and maintenance, debt service on the Long-Term Obligations and reimbursement of any credit
enhancement provider for the Long-Term Obligations (including reimbursements to the City
under Section 4.5, below). Notwithstanding the foregoing, if the District fails to timely deposit
sufficient amounts into a debt service fund for Long-Term Obligations as required in Section 4.3,
below, the District shall, after application of all other legally-available amounts for that purpose,
apply any amounts in the CRF to make such deposit. The District shall notify the City of any

draw on the CRF for the purpose of depositing money into the debt service fund for the Long-
Term Obligations.
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43  Period District Transfers to Debt Service Funds. Each month, the District shall
irrevocably deposit into each of its debt service funds for the Long-Term Obligations, an amount
equal to approximately 1/12 of the next payment of principal coming due, and approximately 1/6
of the next payment of interest coming due (such fractions to be adjusted during the first and last
years during which the Long-Term Obligations are outstanding). The District shall inform the
City immediately if the District fails to make any such deposit in full, and the District shall also
inform the City at any time that the District determines that there is a reasonable possibility that
the District may not be able to timely and fully provide for a debt service payment on the Long-
Term Obligations when due (although the District’s failure to provide any such notices as
required shall not diminish the City’s obligations hereunder). The District shall also transfer a
sufficient amount to provide for each debt service payment on the Long-Term Obligations to its
fiscal agency, at least five business days prior to the applicable payment date. ’

44  Consideration for Credit Facility (City Use of Convention Center). In recognition
of the significant credit support provided by the City’s contingent commitment under Section 3,
the District shall, so long as the Long-Term Obligations are outstanding, provide the City with
the right to use or allocate the use of the Convention Center for up to four event days each year,
without rental charge. The City may use the Convention Center on each of those occasions for
City functions or may allocate the use to any other governmental or non-profit entity, so long as
the use will be for a non-religious purpose. The City may choose the time periods for such use
from times that are unreserved, starting one year before the time of the event. The City or the
entity to whom it allocates rent-free use shall be responsible for ordinary costs of food and
beverages, and equipment (including audio-visual), fixtures, decorations, furniture and other
items or services for which the Convention Center typically charges additional fees.

4.5  Repayment of Loan Amounts. In the event that the City makes any loan under the
provisions of Section 3 of this Agreement, the District shall repay the City from the funds first
available after the payment of Operation and Maintenance Expenses and debt service on the
Long-Term Obligations. However, the District does not pledge its Sales and Use Taxes to the
repayment of City loans made to the District to provide for debt service on the District’s
Revenue Bonds, 2004, and only Hotel-Motel Taxes, operating revenues and other non-tax money
of the District shall be required to be applied for that purpose. So long as any City loan to the
District under Section 3 remains outstanding, the District shall pay the City interest on the
outstanding loan amount at the then current rate of interest paid by the Washington State
Treasurer’s Local Government Investment Pool, plus 25 basis points, adjusted as the Pool rate is
adjusted. (For example, for any period during which the Pool rate is 2.25%, a City loan to the
District under Section 4.2 shall accrue interest at the rate of 2.50%). However, if a City’s loan to
the District is from proceeds of a City borrowing, the District shall pay the City interest on that
outstanding loan amount at the City’s borrowing rate plus 25 basis points. The District shall pay
interest to the City (after Operation and Maintenance Expenses and debt service on Long-Term
Obligations) monthly on the first business day of the month so long as a City loan is outstanding.
Interest payments shall be made prior to the repayment of principal to the City.

4.6  Additional Reporting Requirement; City Right to Require Operating Consultant.
In addition to the quarterly financial reports required under Section D of the Four Party
Agreement, the District shall provide the City (at the notice address set forth in Section 6.4) with
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a quarterly report summarizing actual bookings, other expected events and financial expectations
for the following four quarters. In the event that the City makes a loan to the District under
Section 3, or if the amount on deposit in the CRF is less than the balance level required by the
yearly deposit schedule described in Section 4.2, or if the amount in the CRF is reduced to less
than $1,000,000 at any time after it has reached that amount, the City may require: (a) that the
District provide monthly cash flow reports to the City and such other reports as the City may
reasonably determine, and provide access to the City to inspect, examine and make copies of the
books and records and any and all accounts and data of the District; and (b) that the District
retain a consultant selected by the City to evaluate the operation of the Convention Center. The
consultant shall report and make recommendations to the District, the City and the Joint Board.

The City may require that the District take such actions as that consultant may recommend, and
the District shall promptly take such actions.

4.7  Restriction on Issuance of Additional Parity Bonds. So long as the City is not in
default of its obligations under this Agreement, the District shall not (1) issue any bonds with a
parity of lien on the revenues pledged to the Revenue Bonds, 2004 without the City’s written
approval; and (2) incur any general obligations in excess of $500,000 principal amount

_ outstanding at any time, without the City’s written approval.

4.8  Application of District Revenue and O&M and Debt Service. The District shall,

within six months, develop and maintain a Repair, Replacement and Rehabilitation Plan (a “3R
an”). Subject to the requirements of the Four Party Agreement and the Two Party Agreement,
the District shall, after applying its available revenue to Operation and Maintenance Expenses
and to debt service on the Long-Term Obligations and other obligations (including repayment
obligations to the City), apply remaining amounts to the extent necessary to carry out the 3R
Plan. The 3R Plan shall provide for the periodic deposit of such amounts into a special fund or
account dedicated to carrying out the elements of the 3R Plan, as the District may revise those
elements from time to time. Available revenue remaining after making such deposits or making
necessary direct expenditures on carrying out current components of the 3R Plan, may be applied
solely to lawful Regional Center purposes and purposes permitted for a “tourism-related facility”
under RCW 67.28.080, including: (a) additional costs of advertising, marketing and business
promotion not included in the District’s budgeted Operation and Maintenance Expenses; (b)
additional improvements and upgrades of the Convention Center (subject to Section D of the
Four Party Agreement); (c) retirement or defeasance of the Long-Term Obligations to the extent

economically prudent; and (d) other purposes consistent with the provisions of the Four Party
Agreement and consistent with state law.

49  Definition of Operation and Maintenance Expenses. As used in this Agreement,
“Operation and Maintenance Expenses” means all reasonable expenses incurred in causmg.the
Convention Center to be operated and maintained in good repair, working order and condition,

-including, without limitation: management fees or other payments to third parties payable in

respect of the operatlon of the Convention Center; personnel costs; the cost of ordinary
maintenance and repair; utilities; supplies; food and beverage service and supply costs;
equipment purchase and lease payments; administrative expenses; the costs of advertising,
marketing and business promotion; deposits, premiums, assessments or other payments for
insurance; taxes and assessments; all as determined in accordance with generally accepted
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accounting principles applicable to the District and its operations. The term Operation and

Maintenance Expenses does not include any depreciation of or capital expenditures for the
Convention Center.

Section 5. Defaults

5.1  Remedies of City on Default. Upon the occurrence of a default by the District in

its obligations hereunder (an “District Default”), the City may take one or more of the following
steps:

(@  If, and only if, the Long-Term Obligations are no longer outstanding, the
City may declare the entire principal balance of any loan made to the District by the City
hereunder (if not then due and payable) to be due and payable immediately, and upon any such
declaration the principal of the loan shall become and be immediately due and payable, together
with all interest accrued thereon to the date of such acceleration, anything in this Agreement to
the contrary notwithstanding. The City may waive such District Default and may rescind and
annul such declaration and its consequences; but no such waiver, rescission or annulment shall
extend to or affect any subsequent District Default or impair any right incident thereto; and

(b)  The City may proceed to protect and enforce its rights in equity or at law,
either in mandamus or for the specific performance of any covenant or agreement contained
herein, or for the enforcement of any other appropriate legal or equitable remedy, as the City
may deem most effectual to protect and enforce any of its rights or interests hereunder.

52  Remedies of District Upon City Default. ~ Upon the occurrence of a default by
the City in its obligations to make loans to the District hereunder (a “City Default”™) the District
may proceed to protect and enforce its rights in equity or at law, either in mandamus or for the
specific performance of any covenant or agreement contained herein, or for the enforcement of
any other appropriate legal or equitable remedy, as the District may deem most effectual to
protect and enforce any of its rights or interests hereunder.

5.3  No Remedy Exclusive. No remedy conferred upon or reserved to either party by
this Agreement is intended to be exclusive of any other available remedy or remedies, but each
and every such remedy shall be cumulative and shall be in addition to every other remedy given
under this Agreement or now or hereafter existing at law or in equity or by statute, and either
party hereto shall be free to pursue, at the same time, each and every remedy, at law or in equity,
which it may have under this Agreement, or otherwise.

54  No Implied Waiver. No delay or omission to exercise any right or power
accruing upon any default shall impair any such right or power or shall be construed to be a
waiver thereof, but any such right and power may be exercised from time to time and as often as
may be deemed expedient. For the exercise of any remedy, it shall not be necessary to give any
notice, other than such notice as may be expressly required herein.

5.5  Agreement to Pay Attorneys’ Fees and Expenses. If a default arises under any of
the provisions of this Agreement and either party hereto should employ attorneys or incur other
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expenses for the collection of amounts due under this Agreement or the enforcement of
performance or observance of any obligation or agreement on the part of the other party
contained in this Agreement, on demand therefor, the nonprevailing party shall pay or reimburse

the prevailing party for the reasonable fees of such attorneys and such other expenses so
incurred.

Section6. Miscellaneous.

6.1  Termination. This Agreement shall terminate only upon the repayment or
defeasance of all of the Long-Term Obligations and the repayment of any obligations owed by
the District to the City under this Agreement, or to a credit enhancement provider.

6.2  Governing Law; Venue. This Agreement is governed by and shall be construed in
accordance with the laws of the State of Washington and shall be liberally construed to carry out
the purposes hereof. Except as otherwise required by applicable law, any legal action under this

Agreement shall be brought in the Superior Court of the State of Washington in and for
Snohomish County.

6.3  Administrator. The Board of the District and the Lynnwood City Council shall

each designate a person to jointly administer this Agreement. There shall be no joint board with
respect to this Agreement.

64  Notices. Except as otherwise provided herein, all notices, consents or other
communications required hereunder shall be in writing, delivered as follows:

To the City:

Mayor
City of Lynnwood
19100 — 44™ Ave. W.
P.O.Box 5008
~ Lynnwood, WA 98046-5008

To the District:
Chair, Board of Directors
c/o Executive Director

3819 196" Street S.W.
Lynnwood, WA 98036

6.5 Binding Effect. This Agreement shall inure to the benefit of and shall be binding
upon the City and the District and their successors.
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6.6  Severability. In the event any provision of this Agreement shall be held invalid or
unenforceable by ‘any court of competent jurisdiction, such holding shall not invalidate or render
unenforceable any other provision hereof.

6.7 Amendments. This Agreement may not be effectively amended, changed,
modified, altered or terminated except by an instrument in writing duly executed by the City and
the District (or their successors in title).

6.8  No Rights Created in Third Parties. The terms of this Agreement are not intended

to establish nor to create any rights in any persons or entities other than the City and the District
and the respective successors and assigns of each.

6.9  Effective Date/Filing. This Agreement shall be come effective upon its full
execution and its filing with the Snohomish County Auditor. All actions previously taken by the
City and the District, and their respective officers and employees, consistent with this
Agreement, are ratified and confirmed.

ORAL AGREEMENTS OR ORAL COMMITMENTS TO LEND MONEY, EXTEND
CREDIT, OR FORBEAR FROM ENFORCING REPAYMENT OF A DEBT ARE NOT
ENFORCEABLE UNDER WASHINGTON LAW.

IN WITNESS WHEREOF, the City and the District have caused this Agreement to be

executed by their duly auﬂlﬂrized officers.
DATED this_ |4 day ofgm , 2004.

CITY OF LYNNWOOD LYNNWOOD PUBLIC FACILITIES
‘X /v DISTRICT
W‘ M\/ Y
Mayor Chair
Approved as to Form: Approved as to Form:

Matthew R. Reridricks, General Counsel

Michael Bailey, Admin. Si:rvices Director

50447996.08



