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ITEM NO.

Presentation by Coliseum Authoritvy and discussion by Cit
Counclil of the Authoritv's proposal to reopen Independence
Arena.

The Coliseum Authority will present further information and
details of their proposal to reopen Independence Arena. Caty

Council will have an opportunity to question the Authority
about their proposal and to raise concerns that need to be
addressed in the Memorandum ©of Understanding. Staff will work
with the Authority to prepare the Memorandum of Understanding

for City Council's consideration on August 24, 1992.

This agenda i1tem 18 in response to Counculil's direction at
Council's July 27 meeting, and Council's Independence Arena
Committee meeting on July 30, 1992.

Recommend approval of: 1) the necesgssgsary actions reguired to

include Coliseum Renovation Bonds, in an amount not to exceed
$4,000,000, on the November 3, 1992 General Obligation Bond
Referendum and (2) a resclution that allows the City toO

reirmburse the Coliseum Auvthority up to $250,000 from the future
gale of Coliseum Renovation Bondse that will be advanced to the

project bx the Authoraity.

ExElanatlun of Request:

(1) If the Council wants to place this i1tem on the November 3,
1992 General Obligation Bond Referendum, Council 18 requested

to take the following actions:

Introduce an order authorizing $4,000,000 Coliseum
Renovation Bonds.

. Designate August 24, 1992 as the date for a publaic
hearing on the order and direct the City Clerk to

publish the required notice.

. Designate the Finance Director, Deputy Finance Director
or the City Treasurer as the official to prepare and

file the Sworn Statement of Debt.

(2) In order for the City to be able to reirmburse the Authoraity
from a future tax exempt financing, U.S. Treasury Department
regulations require the adoption of a resolution that expresses

officiral i1ntent to reimburse.



Background:
On July 27, 1992 Council directed staff to proceed with the

dctiong necessary to anclude Colaiseum Renovation Bonds on the
November 3, 1992 bond referendum in an amount not to exceed
$4,000,000. Council will be requested to take final action on

August 24, 1992 that will put this referendum on the
November 3, 1992 ballot.

Clearances: Finance and Bond Counsel

Finance

REEEﬂnElblE Department:



Mavof and Council

0. ¥Wende Mte

City Manager

Re: Fun City Loan

At the July 27, 1992 Council meeting the Council approved a loan of
$€142,800 for the Fun City recreation facility adjacent to McDonald's
Cafeteria and hotel. This approval was the product of unique
circumstances since it resulted from a five-five tie vote with the
sixth vote for approval resulting from Mr. Campbell's absence. Henry
Underhill advises that Council may choose to reconsider this item at
the next regular meeting on August 24, 1992, should such a motion be
made by someone who voted "yes” on July 27 and approved hy a majority.

Attached is a report from Community Development which provides
information in response to guestions from geveral Council members
during the past week. The final page is a matrix which we have
prepared to highlight the entire transaction. In Friday's (8/14) memo
we provided detail on the history of the CCDC, also in response to
inquiry f£rom a Council member. Pleage let me or Del Borgsdorf know if

additional information is needed.

DB:ck



MEMORARKDUNM

August 14, 1992

TO: Del Borgsdort
Assistant City Manager

J. W. Walton, Director
Community Development

Response to Questions and
Update on the FUN CITY Project

The following memo will serve as a review of the financial structure of
the FUN CITY project. 1Included for your review is a matrix outlining

the terms of the construction and various term loans used to finance
the FUN CITY project. Also per your request, I have included an
explanation as to why the Charlotte Certified Development Corporation
(ceDC) did not fund the $142,800 City-Within-A-Caty (CWAC) loan amount
and information on the City's CWAC loan repayment terms.

NATIONSBANK

Construction Loan
NationsBank has provided a construction loan of (up to} $1,225,000 to

finance the construction of FUN CITY. This loan is interest-only until
it matures at the completion of construction.

Term Loan #1

NationsBank will provide the borrower with a $714,000 ten-year term
A

loan {with payments based on a 15-year Amortization Schedule).
balloon payment of $336,517.22 will be due at the end of the tenth year.

Term Loan #2
NationsBank hag also provided the borrower with a $87,125 loan to cover

unanticipated costs associated with the project completion.

CHARLOTTE CERTIF1ED DEVELOPMENT CORPORATION {(CCDC)/SBA

The CCDC will provide the borrower with a $511,000 {(20-year) term
loan. The rate on this loan will be set at closing, however, it 1is
estimated that the rate will be approximately 8.0%.

CITY-WITHIN-A-CITY (CWAC)

The City of Charlotte will provide the borrower with a $142,800 CWAC
term loan. The term of this loan is estimated to be twenty-two (22)

months based on the fact that payments on the CWAC loan will be at the
game amount as NationsBank term loan #1 estimated to be $£6,823
monthly. The City's 22-month repayments begins after NationsBank

10-year loan matures (see attached matrix).




Why the CCDC is not funding the $142,800 loan amount requested of the
City?

Neither NationsBank nor the borrower approached the CCDC regarding
funding this amount because a loan in an increased amount from the CCDC

would increase the existing debt service associated with the project
due to the 8% rate versus the 0% (deferred payment)} CWAC loan. This

would in turn increase the break-even point of the project. The use of
a CWAC loan is viewed by NationsBank as equity and (because of its
deferred payment structure) provides more cash flow during the early
stages of the project. In summary, a CWAC loan versus an increased
loan from the CCDC makes the FUN CITY project more viable.

Why 1s the additional funding of $142,800 from the City and $87,125
from NationsBank need for project completion?

Loan A {($1,225,000) was the original construction amount needed for the
project, and the combination ot NationsBank loan #1 of $714_ 000 plus
CCDC's loan of $511,000 equals the repayment of the construction loan
of $1,225,000. However, there were cost overruns in the project of

$238,539. The overruns consisted of the following:

Additional Site Preparation $ 91,537
(includes hauling, clearing, plumbing,
landscaping, irrigation, parking,
lighting and electrical)

Improvements

(includes golf courses, go cart track

and maintenance bldg., batting cage
and arcade)

Unbudgeted Items

Upgraded Park Lighting Package 22,127
Curb/Gutter 23,853
Signage 15,000

$238,539

The cost overruns were funded by the $142,800 CWAC loan, the $87,125

NationsBank loan (#2) and $8,614 in equity from the borrower.
NationsBank chose to fund a portion of these cost overruns through the
CWAC Loan Equity Program because, as indicated above, the use of the
CWAC loan 1s viewed by NationsBank as equity and, because of its
deferred payment structure, provides more cash flow during the early

stages of the project. In summary, a CWAC loan versus an increased
loan from the CCDC makes the FUN CITY project more viable.

What is the date the City CWAC loan payments will begin?

As mentioned earlier, the CWAC loan payments would begin after the ten
(10} year NationsBank Term Loan #1 has been fully repaid. It is
anticipated that the CWAC loan would be repaid in twenty-two (22)

months from the date payments commence since payments on the CWAC loan
will be in the same amount as those of NationsBank Term Loan #1. The
actual maturity date is not known since the NationsBank term loan has
not yet closed.




Should you have any questions, please contact me or Steve Washington of
my staff at Ext. 2491.

Attachment

cc: Steve Washington
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