


SRTA Building
Financing Needs Summary

Building Purchase

Building 1,021,950
2% Realtor Fee Credit {20,439)
Net Building Purchase 1,001,511

Improvement Estimates

Remodel 200,000
ADA Corrections 67,176
Building Repairs 18,176
285,352

Estimated Escrow Costs 13,000
Bond Counsel 19,000
Placement Agent 7,500
Financial Consultant 7,500
Bank Loan Fee 10,000
57,000

Fees Paid to be Financed

inspections 6,579
Appraisal 3,200
9,779

Total Financing Needs (Rounded) 1,354,000



NHA|ADVISORS

Strategy. Innnvation. Snlutions.

4040 Civic Center Drive, Suite 200 Office: 415.785.2025
San Rafael, CA 94903 www.NHAadvisors.com
MEMORANDUM
To: David Wallace, Chief Fiscal Officer, Shasta Regional Transportation Agency

From: Mark Northcross
Date: February 18, 2015

RE: Summary of Bank Bids for Acquisition of Office Building

Introduction

We have retained Mike Cavanaugh of Southwest Securities to act as placement agent to obtain bids from
banks for a private placement of $1,345,000 in lease purchase debt to fund the acquisition and
improvements for Shasta Regional Transportation Agency’s (“SRTA”) office building at 1255 East Street in
Redding. The purpose of this memo is to summarize the results of this bid process and provide
preliminary recommendations.

The Bid Process
We prepared a credit information package for Southwest Securities regarding SRTA and the office
building. This package was submitted to the following banks and other potential funding sources:

*  Arizona Business Bank

¢ Bank of America

* Bank of the West

* BBVA Compass Bank

* Capital One Bank

* )P Morgan Chase

* GE Capital

*  Municipal Finance Corporation
*  Pinnacle Public Finance Bank
* Rabobank

* Redding Bank of Commerce
*  Umpqua Bank

*  Westamerica Bank

*  Western Alliance Bank

* Zions Bank

Bids were received from three banks: Redding Bank of Commerce, Umpqua Bank, and Western Alliance
Bank.
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SUMMARY OF BANK BIDS FOR ACQUISITION OF OFFICE BUILDING FEBRUARY 18, 2015

Bid Results
Table 1 below summarizes the results of these bids:

: : Tablel -
Comparison of 15.5 and 20.5 Year Amortization Bids for SRTA
Redding Bank of | “ReddingBankof | == Um . Western Western
S Commerce | Commerce . Bank .- ".| Alliance Bank | Alliance Bank
Term 15.5 years 20.5 years 15.5 years 15.5 years 20.5 years
3.75% for first 15
years and then
indexed wit
;:’t‘:xempt 3.75% c:;dofxai;”;;‘ :'Dr 2.98% 3.85% 3.92%
remaining 5.5
years
4% through 2021
and then indexed
with a cap of
Taxable Rate 4.00% 5.875% for 4.28% 4.50% 4.75%
remaining 3.5
years
Reserve Fund No No No No No
Callable at 105%
for first 5 years
Prepayable at Prepayable at and gradually To be To be
Call Features . . . . . .
any time ‘any time declining to negotiated negotiated
101% through
final maturity
Through Through To be To be
Rate Lock 3/31/15 3/31/15 No negotiated negotiated
Bank Fees 510,000 $10,000 511,000 $10,000 510,000
SRTA moves SRTA moves SRTA moves
Other primary banking | primary banking primary banking Nothing
- . . . . . . None stated
Conditions relationship to relationship to relationship to stated
Redding Redding Umpgqua
Total Debt $1,796,418 $2,002,483 $1,724,088 $1,815,728 | $2,004,858
Service
Average
Annual Debt $115,897 597,682 $111,231 $117,143 597,798
Service

Umpqua Bank would only allow lease amortization to be over a 15.5 year period. Both Redding Bank of
Commerce and Western Alliance Bank would allow amortization over a 20.5 year period, as well as a 15.5
year period. Consequently, there are five bids summarized in Table 1: two each from Redding Bank of
Commerce and Western Alliance Bank, and one from Umpgua Bank.
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SUMMARY OF BANK BIDS FOR ACQUISITION OF OFFICE BUILDING : FEBRUARY 18, 2015

Comparative Analysis of Bids
There are several key factors to take into consideration in evaluating the bids:

1) Financing term

2} Interest rate

3} Bank fees

4} Prepayment features

5} Rate lock through closing

6) Average annual debt service and total debt service
7} Other special conditions of the bidder

The lowest annual debt service for any of the bids, based on a total estimated financing cost of
51,345,000, is the Redding Bank of Commerce 20.5 year bid. Annual debt service would be 597,682 per
year over 20.5 years, with no rate reset. Note that the Redding Bank of Commerce 20.5 year bid provides
for a rate reset for both the taxable and tax-exempt bids, subject to a cap. In both cases, we assumed that
the rate reset would be at the level of the interest rate cap. Consequently, these are conservative
estimates of annual and total debt service for the Redding Bank of Commerce 20.5 year bid. A summary of
how this level of average annual debt service with the Redding Bank of Commerce bid would work in
SRTA’s pro forma for the building acquisition is shown in Table 2 below;

Draft Pro Forma fbi.'__SR.TA Acqm _ of"_1255 East Street (Revised)

" Assuming Redding Bank of Commerce 20.5 Year Amortization

Stifel Nicholas Rental Income 51,276
Estimated Federal Gas Tax Reimbursement for

1255 East Street 70,745
Total Income for 1255 East Street 122,021
Estimated Operating Expenses {30,400)
Debt Service on Lease Financing {97,682)
Total Expenses for 1255 East Street {128,082)
Total Net Cash Flow to SRTA 1255 East Street (6,061}

Based on this analysis, using the Redding Bank of Commerce 20.5 year amortization bid, combined income
from the Stifel Nicholas lease and Federal gas tax reimbursement would nearly cover all debt service and
operating expenses for the building, with only a $6,000 per year annual deficit.

Redding Bank of Commerce’s bid provides the best prepayment features of the bids submitted, allowing
for both the taxable and tax exempt components to be prepayable at any time. Redding Bank of
Commerce also provides the best rate lock of the bids - through March 31, 2015. Additionally, their fee
cap of $10,000 is comparable to the other bids. The Redding Bank of Commerce bids would require the
transfer of SRTA's banking business to Redding Bank of Commerce.

Should SRTA prefer the shorter 15.5 year amortization term, Redding Bank of Commerce’s hid is the only
hid with a rate lock through the end of March. All other bids are subject to change from changing market
conditions. However, Umpgua Bank provides the lowest annual debt service, but again, their bid is not
rate locked. Also, Umpqua's bid requires the transfer of SRTA's hanking business to Umpqua. Table 3 on
the following page shows how debt service with the Umpqua Bank bid works in SRTA’s pro forma for the
building acquisition:
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SUMMARY OF BANK BIDS FOR ACQUISITION OF OFFICE BUILDING FEBRUARY 18, 2015

Table 3

_-.Draft Pro Forma for. SRTA Acqu:sntlon of 1255 East Street {Revised)
Assummg Umpqua Bank 15.5 Year Amortization

Stifel Nicholas Rental Income ) 51,276

Estimated Federal Gas Tax Reimbursement for

1255 East Street 70,745
Total Income for 1255 East Street 122,021
Estimated Operating Expenses {30,400)
Debt Service on Lease Financing {111,232}
Total Expenses for 1255 East Street {141,632)
Total Net Cash Flow to SRTA 1255 East Street {19,611)

In this case, the net cost to SRTA after Federal gas tax reimbursement would be about $20,000 per year,
compared with a net cost of approximately $600 per year under the 20.5 year amortization. Howaver,
total debt service paid under the 155 year Umpqua Bank amortization is $1,724,088, approximately
$275,000 less than the $2,002,483 paid under the 20.5 year amortization with Redding Bank of
Commerce.

Preliminary Recommendations

Based on this analysis, we believe that SRTA should accept the Redding Bank of Commerce 20.5 year bid.
Note that since the lease purchase agreement would be prepayable at any time, SRTA can choose to set
aside surplus cash flow in the future to pay of the lease purchase agreement early. It is important to note
in this regard that Redding Bank of Commerce provides the most favorable prepayment terms of the bids
received, as shown on Table 1. However, with the longer amortization, SRTA reduces its cash flow needs
by approximately $13,000 per year.

Next Steps
Staff needs to make a decision on which bid to accept. SRTA’s finance team can then notify the winning

bidder and start the closing process,
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