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TREASURE COAST REGIONAL PLANNING COUNCIL

MEMORANDUM

To: Council M embers AGENDA ITEM 5A
From: Staff
Date: April 18, 2008 Council Meeting

Subject: Construction Loan Refinancing

Introduction

Completion of Council’s new office building requires an additional $150,000. At its January 18,
2008 meeting, Council authorized the Executive Director to either use Council reserve funds or
borrow the additional money. The idea of using Council’s reserve funds versus borrowing was
discussed by Council’s Budget and Personnel Committee during its March 10, 2008 meeting.
The Committee recommended Council shop around for the best interest rate and terms and
borrow the additional money.

Overview and Analysis

Council has discussed its construction financing needs with Wachovia Bank, Seacoast National
Bank, SunTrust Bank, National City Bank, and Mercantile Bank. Council has received a Loan
Commitment Letter from Mercantile Bank (see Attachment A). In summary the loan terms are
as follows:

Loan Amount: $1,950,000

Loan Term: The loan matures in 10 years. Monthly principal and interest is based on 20-
year amortization schedule. At the end of 10 years the remaining loan amount
would either have to be paid off or refinanced by Council.

Interest Rate: Fixed 3.99% for 10 years. No prepayment penalty.

Loan Fees: Limited to a maximum of $2,500

Council’s current $1.8 million loan with Wachovia Bank carries an interest rate of 4.92% with a
monthly payment of $12,166. Under the $1.95 million Mercantile Bank proposal, Council’s

monthly payment would be $11,806. This is a savings of $360 per month. Over a 10-year
period it represents a $43,200 savings.
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One of the terms of the loan is to move Council’s depository from Wachovia Bank over to
Mercantile Bank. Mercantile Bank offers several advantages over Wachovia. A comparison
between Wachovia Bank and Mercantile Bank of the past three months bank statements yielded

the following:

e By going to a single interest bearing business checking account with Mercantile rather than
two accounts (checking and money market) required by Wachovia, Council would have
earned 3.44% interest on its money rather than 3%.

e  Council would not have incurred any service fees.

e Mercantile Bank offers a free Remote Deposit Capture service which will enable Council to
deposit checks electronically and earn interest more timely.

M ercantile Bank is a wholly owned subsidiary of the South Financial Group based in Greenville,
South Carolina. They operate 66 branches in Florida, the nearest one to Council offices being in
West Palm Beach. Mercantile Bank has maintained a 20-year relationship with the Northeast
Florida Regional Planning Council (NEFRPC), including its loan on the NEFRPC’s office
building. For more information about Mercantile Bank see Attachment B.

Conclusion

Mercantile Bank offers the best terms and interest rate for borrowing the additional money.
Council would also benefit by moving its depository bankingto Mercantile.

Recommendation

Council should authorize the Chairman and Executive Director, in consultation with Council’s
attorney and Bond Counsel, to sign the Loan Commitment Letter and execute the new loan
offered by Mercantile Bank.

Attachments
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