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OConsent Discussion
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[ | Augmentation Required
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Amount:
Funding Source:
Dept./Division:

PURPOSE/BACKGROUND:

On April 28, 2009, the Nevada Department of Taxation approved a lease-purchase agreement to
fund the cost of acquiring, constructing, improving and equipping a new City Hall project in an
amount not-to-exceed $267,000,000. On July 1, 2009, staff presented a report concerning the
financial feasibility of the City Hall project. Staff would like to update the Las Vegas City
Council on the development status and the financing status of the project.

RECOMMENDATION:
Receive report.

BACKUP DOCUMENTATION:
Submitted after Meeting - PowerPoint Presentation by Staff

Minutes:
No motion necessary. A report was given.

SCOTT ADAMS, Chief Urban Redevelopment Officer, and MARK VINCENT, Director of
Finance and Business Services, shared in presenting a PowerPoint, a copy of which is made part
of the minutes, to update the Council and report on the financial feasibility of a new City Hall.
MR. ADAMS indicated that DIMITRI VASILAKIS, Forest City, was present and available to
answer any questions of the Councilmembers.

MR. ADAMS detailed Slides 1-7 and 17-19 and MR. VINCENT overviewed Slides 8-16.
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MR. ADAMS noted that the design has been completed for bidding purposes; however, staff is
still looking at converting more office space into cubicles, but that would not impact pricing.
MR. VINCENT added that Item 90 on this agenda pertains to the bond ordinance for financing
in the amount of up to $15 million of the Meseeemmaingiarace. All three rating agencies
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MAYOR GOODMAN expresSWghi . an elevator; however, MR.
VINCENT stated that cost would b®wgg determining-fac #he Mayor directed that the cost of
both be obtained.

MAYOR GOODMAN confirmed with MR. VINCENT that the contingency funds will bear
interest as it is money that is being held.

MR. ADAMS explained for COUNCIMAN BARLOW that the Redevelopment Agency (RDA)
contingency is built into soft costs and construction costs, which total approximately $7.5
million. MR. VINCENT added that RDA funding will be used to pay for the new City Hall at the
time of paying the Certificates of Participation (COP's) notes. The interlocal agreement between
the RDA and the City allows for the use of new RDA tax increment revenue from new
redevelopment to pay the COP's notes. MR. ADAMS added that Union Pacific Phase I bonds are
tax increment backed.

MR. VINCENT mentioned that one of the issues with the financing schedule is that, depending
on the ratings on the COP's credit, the City may want to pursue insurance. A two-week window
would allow sufficient time to obtain insurance. Should the ratings come in high enough,
insurance will not be necessary and staff can go forward with issuance of the bonds.
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Regarding Slide 9, MR. VINCENT explained that the Debt Management Committee (DMC) is
formed by state statute to review all debt issuances and approve under certain criteria. The
package that was presented by the City for this project is very expensive, assuming a very high
rate of 7 percent. As much of the paymeptasmsemsisbaagn the front end is being deferred until the
RDA tax increments start coming jg
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call provisions on bond issuance are typically ten years. In other words, the debt cannot be
refinanced earlier than ten years without a penalty. Both Natixis and BAB's COP's call for ten-
year provisions.

One of the biggest questions for this project has been how a $145 million project with $137
million worth of debt requires the sale of $267 million worth of bonds. The answer is that no
interest would be paid by the City for seven years. While the unpaid interest is accumulated,
Capital Appreciation Bonds (CAB's) could be considered for sale so that they could appreciate.
But this is a very expensive deal at a rate of about 7 percent. Because of the issue of bond
appreciation and underlying collateral worth about $150 million, no one would be willing to loan
the City $260 million.

Natixis COP carries a variable rate, but there are statutory limitations on variable rates and this
caused the City concerns. Subsequently, Natixis offered a fixed rate of about 7.2 percent with an
internal variable rate of about 3 percent, allowing the difference to go into an interest reserve that
could be used at the end of ten years to buy down the remaining balance. But the variable
component is of concern and not preferable.
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The BAB's option, with a very low interest rate, explained that the payment structure in years
four through seven would be well within the de51red $2 million, and the payments would be
lower than the DMC approved payments agiss s
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MR. VINCENT noted that both the Natixis and BAB's options include short-term financing to
preserve the recently fiscal stabilization fund. The creation of this fund was very impressive to
the bond raters, who felt that some of it could be used to repay the debt, but not more than what
staff originally forecasted. To assuage theizms s preserve the stabilization fund, staff

stabilization fund.
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COUNCILMAN BARLOW asked how much revenue the RDA has generated in the past ten
years, to which MR. ADAMS replied that about $25 million in the past five years. He asked if
monies would come from the general fund to pay the potential outstanding balance of $52
million if the RDA does not generate more tax increments. MR. VINCENT interjected and said
that the Councilmembers have to determine whether they believe the RDA will not generate
sufficient tax increments to help pay for the new City Hall payments, pointing out that staff
believes it will generate the revenue.

Should the payments have to be made from the General fund, COUNCILMAN BARLOW
questioned what that would do to City operations. MR. VINCENT indicated that by year ten,
assuming revenue growth of a modest 5-6 percent, the General fund operating budget would be
about $700 million. The estimated 1.5 percent payment of about $15.7 million would not be a
significant percentage of the $700 million operating budget. But that is the worst-case scenario
for the general fund.
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MR. ADAMS pointed out that the BAB's option is coming out of the stimulus package. The City
did not receive an allocation of recovery zone bonds. Staff is working to get the City established
for recovery zone bonds, which would save about another $30 million over the life of the loan.
Many of the high-growth cities did not recgumesmmdnagat the most recent conference because old
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and the requirements of the U.S. Treasury" as no doubt that the bonds would qualify.
The credits would have to be applied for every year, and that would be arranged through a
trustee. He strongly felt that it would pose minimal risk. MR. ADAMS explained that the
aforementioned scenario is beyond what staff has applied for and not part of the Recovery Act. It
would come out of the U.S. Treasury; therefore, the credits would have to be applied for every
year, tantamount to applying for a grant. MR. VINCENT pointed out that the credit would be
higher in the earlier years, about $4 million annually on the interest rebate.

In going over the "Hold" Option Slide, MR. VINCENT expressed his belief that the nation has
bottomed out and Las Vegas should bottom within the next 12 months. The fear of not being able
to obtain a low enough rate was lessened with the option for BAB's. It is now a matter of timing
in order to take advantage of the low rates available through BAB's. He pointed out that the time
has never been better to do catalytic work to spark development.

MAYOR GOODMAN stressed that the Councilmembers are committed to help create jobs,
which is one of the main responsibilities of municipalities.
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COUNCILWOMAN TARKANIAN asked if the City could ensure that the employees would be
hired from the surrounding community, because it is important to help the local economy.
MAYOR GOODMAN agreed with COUNCILWOMAN TARKANIAN'S concern that
everything possible should be done to segusmebmmbaslacal residents, even when it comes to

Regarding the point abouglh€ g edgrTy fIRITe6ane . , COUNCILWOMAN
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over $300 million. MR. ADAMS indicated ¢ going forward will be how much of the
payment will be paid by the City. Staff believes that by allowing an eight-year window, the total
will be paid by tax increment monies derived from one of the planned projects. MR. VINCENT
rejoined that if the City does not seek refinancing at the end of the ten-year period, the total
would end up being over $330 million, because it is all back-end loaded. MR. ADAMS pointed
out that with RDA revenues having tripled over the last seven years, the RDA base would only
have to increase by 50 percent at the time of refinancing to cover the remaining balance.

COUNCILMAN ANTHONY expressed his appreciation to staff for its candor in presenting this
matter. To him, the new City Hall started as an RDA project, but that is not the case today, and it
could put the General fund at risk to cover the costs. A risk he could not reconcile with having to
tell department directors that vacant positions will not be filled and directing them to cut 12
percent of their budget. It does not make sense. Amid the uncertainty, the only certainty is that
the City has an existing City Hall building that only requires operating funds.

Being that the project is contingent on the land swap with Forest City and with so many
developers, including the Symphony Center developer, asking for more time to complete
projects, COUNCILMAN ANTHONY asked for the worse-case scenario should Forest City
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need more time or no other developer is interested in parcel P-Q. MR. ADAMS referred to Slide
18 and explained which parcels are involved in the land swap with Forest City.
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although very sound, go bankrupt.

COUNCIMAN REESE informed COUNCILMAN WOLFSON that although the Minami site it
was never developed as planned, the City came out ahead by making about $4 million from the
site.

COUNCILMAN ANTHONY questioned a clause regarding taking monies from the Fiscal
Stabilization Fund, which was created to have emergency monies in reserve. Without
remembering the specific numbers, MR. VINCENT explained that the five-year forecast was
planned as if the City would have to pick up the cost of the City Hall building. But even without
a new building and prudence, the fund will have to be drawn down to about $20 million to
minimize impact to the budget. The model given shows that about $24 million would be left after
paying the $5 million design fee. The idea being that by the time full payment comes due, there
will be sufficient tax increment monies coming in to cover the costs.

COUNCILMAN WOLFSON advised MR. VINCENT that although the Council has full
discretion in this matter, he will be looking to him for his recommendation and the reason for it,
as well as the pros and cons fully explicated.
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After a brief interruption of this matter to reconsider Item 54, discussion resumed and
COUNCILMAN REESE emphasized that a new City Hall is part of making sure that the City
follows through on its commitment to redevelop Downtown Las Vegas. Although it is a gamble,
he felt confident that everything will tu :
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