M E M O R A N D U M

TO:

City Council Administration & Finance Committee
FROM:

Ellen Buchanan, Director

DATE:

July 7, 2011
SUBJECT:

Civic Stadium Refinancing Plan
The MRA Board held a special Board meeting on June 23, 2011 for the purpose of considering a plan for refinancing the debt on the Civic Stadium which would result in it being owned by the City free and clear.  I have attached a copy of the memo to the MRA Board with an explanation of the refinancing plan and the staff recommendations.  The MRA Board unanimously approved the staff recommendation to forward a recommendation to the City Council approving a resolution declaring the purchase of the Civic Stadium as an Urban Renewal Project in URD II, approving the expenditure of $500,000 per year of URD II tax increment revenues for four years to service the debt on ten subordinated lien notes between the City and the secured private lending group and approval of an agreement that the MRA will act as the City’s agent with respect to the administration and enforcement of the Lease Agreement between the City and Mountain Baseball.  The staff recommendation contained five conditions to be satisfied in order for the legal documents to be executed.  The Board agreed with all of the conditions except one.  The one staff recommendation that the MRA Board did not approve was a condition that the stadium must appraise for a minimum of $9,000,000.  That appraisal has not been finalized and, while we believe that it will appraise for at least that amount, the Board did not feel that it was necessary to base approval of the restructuring of the debt on that specific amount.  The other conditions, a commitment from Play Ball to continue to raise funds for the creation of a Replacement and Depreciation Fund, the execution of a 25 year lease between the City and Mountain Baseball with an annual lease payment of $120,000, the release of all claims against the Civic Stadium land and improvements and the release of all claims on revenue generated by Play Ball, were all approved by the Board and are forwarded to City Council for consideration.

As is noted in the memo to the MRA Board, there is both secured and unsecured debt on the stadium.  This settlement addresses the secured debt in two ways.  The secured lenders have agreed to forgive accrued interest and reduce the principal amount of the debt to $3,555,000.  Part of the $2,000,000 in tax increment revenues will be used to pay an agreed upon amount of the debt held by eight private lenders.  Those lenders have agreed to release all liens and claims against the Civic Stadium in exchange for subordinated lien notes to be paid over four years from URD II tax increment revenues.  The remainder of the secured debt is held by Missoula Federal Credit Union and the Montana Community Development Corporation.  An agreed upon portion of that debt will be paid by part of the $2,000,000 from tax increment revenues and partially through the issuance of $1,555,000 in revenue bonds that are serviced over 25 years by the $120,000 annual lease payment from Mountain Baseball.  Both the Credit Union and MCDC have agreed to release all claims against the stadium improvements and the land.  Upon execution of the documents, none of the secured lenders will have future recourse against the Civic Stadium property or the City. 
There are several lenders that are not secured through liens on the Civic Stadium.  Play Ball has reached agreement with those unsecured lenders to forgive $244,500 in principal amount of their loans.  The loan from First Security Bank is secured through a claim on Play Ball revenues.  Play Ball has reached agreement with FSB to continue to try to collect any outstanding pledges securing the FSB loan and FSB will release any and all claims to the revenues of Play Ball in exchange for the assignment of those pledges to First Security.  FSB has a number of individual guarantees that they can look to for satisfaction of the debt.
Adoption of the Resolution of Intention is the first action required by the City Council.  It is in final form, has been reviewed by the MRA Board and is the subject of and attached to this referral.  This resolution notifies the public of the City’s intentions with respect to this project, identifies the various components necessary for the plan to be successful and calls for a public hearing.  There are several other documents that are required to complete this transaction which are close to finalization.  If approval of this Resolution of Intention moves forward, those documents will be reviewed by the MRA Board and sent to the City Council for action.  Those are the Lease Agreement between the City and Mountain Baseball, the Resolution Authorizing the Issuance of Tax Increment Revenue Notes ($2,000,000), the Resolution Authorizing the Issuance of Civic Stadium Revenue Bonds ($1,555,000) and the Civic Stadium Agreement between Play Ball and the City for the creation of the Replacement and Depreciation Fund.  These will be considered by the City Council during the period leading up to and after the public hearing tentatively scheduled for August 15, 2011.

There are a couple of points that should be addressed from a big picture perspective.  When Play Ball stepped forward to raise the funds to build a new baseball stadium, the goal was to fund a $5,000,000 project. They were responsible for securing the donation of the stadium land to the City.  The intention was for Play Ball to raise the funds, build the stadium and give it to the City upon completion of construction and fundraising.  That cost escalated for a number of reasons including a lengthy delay due to the lawsuit and subsequent increases in construction and materials costs.  Play Ball was successful in raising the $5,000,000 that was the original goal.  Had those initial goals been achieved without the delays, the Civic Stadium would belong to the City today.
There are two agreements that will be replaced through the current proposal – the Development Agreement between Play Ball and the City, the lease between Play Ball and Mountain Baseball and the Use Agreement that addressed many of the neighborhood’s concerns.  The Development Agreement dealt primarily with construction and management of the stadium.  Construction is complete and management of the facility is being restructured through the new Lease Agreement with Mountain Baseball and the Civic Stadium Agreement with Play Ball.  The commitment to the neighborhood has been maintained through the terms of the lease.  It addresses the traffic, noise and security issues that underpinned the Use Agreement and retains many of the same requirements.  Once the lease has been reviewed by the MRA Board, it will be sent to the City Council for review and action.     
The primary financial implication for the City will be the impact on URD II tax increment funds.  There are no general fund dollars committed to refinancing the debt.  The Tax Increment Revenue Notes will be paid from URD II revenues and the Civic Stadium Revenue Bonds are paid through the annual lease payments from Mountain Baseball.  Mountain Baseball, through the lease, is assuming the responsibility for normal maintenance and Play Ball is responsible for creating the Replacement and Depreciation Fund for expenses that go beyond regular maintenance.   As was pointed out in the MRA Board memo, it is staff’s recommendation that the tax increment portion of the settlement be disbursed over four years rather than issuing long term debt.  The rationale for that recommendation is contained in the memo.  At the MRA Board meeting on June 23, the Board reviewed the revenues for URD II and agreed with the staff position.  During those four years, MRA will have to choose expenditures carefully, but there is a sufficient revenue stream to meet our obligations and still assist with redevelopment projects.  We will have to slow down the sidewalk construction program, but there is more than adequate time left in URD II to complete the sidewalk network since the district does not terminate until 2031.  
One question that was asked by the MRA Board and subsequently by others concerns the economic benefit of this expenditure to URD II and to the community.  The Civic Stadium represents a significant investment by this community in both public and private dollars.  I believe it is fair to say that the construction of the stadium in that location had a positive influence on the decision by MRP, the developers of the Old Sawmill District, to take on that complex project.  If this refinancing is not successful and the stadium moves into private ownership through foreclosure or bankruptcy by Play Ball, there will be no predictability with respect to its condition or use and neither the community nor the neighborhood will have influence over the use of the facility.  The worst case scenario is that the stadium goes dark.  That would certainly have a negative impact on the ability of MRP to continue investing in the Old Sawmill District project as well as on other private investment in the surrounding area.  With this restructuring, Mountain Baseball will have much more flexibility and freedom to use the ball park as a true Civic Stadium by bringing in a variety of events in addition to baseball that will not adversely impact the neighborhood.  That type of activity center, combined with the assets of McCormick Park, Silver Park and the Missoula Natural History Center will be a catalyst for further private investment in this part of the city.

Mae Nan Ellingson, acting on behalf of Play Ball and the City, has been a critical part of structuring this refinancing.  Without her leadership and skills, we would not have this opportunity before us today.  If you have questions or need additional information before the Committee meeting on Wednesday, please feel free to contact me at 552-6156 or Mae Nan at 721-6025. 
