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Goals & Objectives/Approach

 In the 20 minute allotted presentation time, clarify and/or add context to 

certain key points presented at the Navy Hill Commission’s October 19, 

2019 Meeting.

 Questions to be addressed at the end of the 20 minute presentation.



The Role of the EDA
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Presented October 19, 2019

Key clause of sentence 

not highlighted. 

Specifies that the City 

is in control of the 

decisions.
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What is the Role of the Economic Development Authority?

 The Economic Development Authority (“EDA”) would be a 

conduit issuer for the Non-Recourse Revenue Bonds –

LEGALLY AUTHORIZED TO ISSUE THE BONDS.

 Most Common Conduit Issuer in Virginia.

 The EDA is a pass-through entity only.

 The City/City Council negotiates and sets all terms and 

conditions of the Agreements with the Developer – Not the 

EDA.



Cash Flow Impact as Presented October 19, 2019

 Incomplete Presentation
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Presented October 19, 2019

Incomplete 

presentation of 

Revenues “With 

the Project” and 

Excludes City 

Expenses in a 

“Do Nothing 

Scenario”. 



Incomplete 

presentation of 

Revenues “With 

the Project” and 

Excludes City 

Expenses in a 

“Do Nothing 

Scenario”. 
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Presented October 19, 2019



Analysis of Cash Flow Impact Over the 
First 5 Years
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 Complete “Apples to Apples” Comparison of 

Revenues AND Costs
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“Do Nothing Scenario” – First 5 Years

Source: 

Developer/MuniCap/City

Doing Nothing – Revenues for the First 5 Years:

 Project Development Block Revenue $0

 Increment Area Real Estate Revenue $25,900,000

 Purchase of Land $0

 1.5% Meals Tax to Schools from Project $0

 Budgetary Savings $0

 TOTAL REVENUE $25,900,000

Less: City Incremental Costs for the First 5 Years:

 City Coliseum Costs ($4,000,000)

 Coliseum Demolition Costs ($12,000,000)

 TOTAL COSTS ($16,000,000)

Net Revenues for the First 5 Years $9,900,000

Without Hunden Analysis
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With the Project – First 5 Years

Source: 

Developer/MuniCap/City

Over the first 5 years of the Non-Recourse Revenue Bonds:

 Project Development Block Revenue $46,600,000

 Increment Area Real Estate Revenue $21,000,000

 Purchase of Land $15,800,000

 1.5% Meals Tax to Schools from Project $1,600,000

 Budgetary Savings $4,000,000

 TOTAL REVENUE $89,000,000

Without Hunden Analysis

Total Revenue excludes 

amount contributed to 

Project. Total Debt 

Service is net of 

capitalized interest.

Less: Debt Service/City Incremental Costs for the First 5 Years:

 Total Debt Service ($44,000,000)

 Stabilization Fund (Reserve) ($23,600,000)

 City Incremental Costs ($5,400,000)

 TOTAL COSTS ($73,000,000)

Net Revenues for the First 5 Years $16,000,000
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With the Project – First 5 Years

Source: 

Developer/MuniCap/City 

Hunden

Over the first 5 years of the Non-Recourse Revenue Bonds:

 Project Development Block Revenue $55,000,000

 Increment Area Real Estate Revenue $22,200,000

 Purchase of Land $15,800,000

 1.5% Meals Tax to Schools from Project $1,600,000

 Budgetary Savings $4,000,000

 TOTAL REVENUE $98,600,000

Less: Debt Service/City Incremental Costs for the First 5 Years:

 Total Debt Service ($47,100,000)

 Stabilization Fund (Reserve) ($28,500,000)

 City Incremental Costs ($5,400,000)

 TOTAL COSTS ($81,000,000)

Net Revenues for the First 5 Years $17,600,000

Total Revenue excludes 

amount contributed to 

Project. Total Debt 

Service is net of 

capitalized interest and 

includes start of Turbo 

redemption.

With Hunden Analysis



 Do Nothing:
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With the Project – First 5 Years Comparison

Source: 

Developer/MuniCap/ 

Hunden

Net Revenues for the First 5 Years $17,600,000

Net Revenues for the First 5 Years $16,000,000

Net Revenues for the First 5 Years $9,900,000

Without Hunden Analysis

With Hunden Analysis

 With the Project:

 With the Project:

Without Hunden Analysis



Analysis of Cash Flow Impact Over Life 
of Bonds
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 Complete “Apples to Apples” Comparison of 

Revenues AND Costs



November 2, 2019 14

“Do Nothing Scenario” – Life of Bonds*

Source: 

Developer/MuniCap/City

Doing Nothing – Revenues for the First 5 Years:

 Project Development Block Revenue $0

 Increment Area Real Estate Revenue $429,300,000

 Purchase of Land $0

 1.5% Meals Tax to Schools from Project $0

 Budgetary Savings $0

 TOTAL REVENUE $429,300,000

Less: City Incremental Costs for the First 5 Years:

 City Coliseum Costs ($4,000,000)

 Coliseum Demolition Costs ($12,000,000)

 TOTAL COSTS ($16,000,000)

Surplus: $413,300,000

*Note: No actual bonds 

are issued; in this 

scenario “Life of Bonds” 

refers to the same time 

period for the Non-

Recourse Bonds as in 

the “With the Project” 

scenario.

Without Hunden Analysis
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With the Project – Life of Bonds

Over the estimated life of the Non-Recourse Revenue Bonds:

 Project Development Block Revenue $763,900,000

 Increment Financing Real Estate Revenue $424,300,000

 Purchase of Land $15,800,000

 1.5% Meals Tax to Schools from Project $31,700,000

 Budgetary Savings $4,000,000

 TOTAL REVENUE $1,239,700,000

Less: Non-Recourse Revenue Bonds/City Incremental Costs:

 Total Debt Service(19 years) ($480,800,000)

 City Incremental Costs ($74,500,000)

 TOTAL COSTS ($555,300,000)

Surplus: $684,400,000

Total Revenue excludes amount contributed to Project. Total Debt Service is net of capitalized interest/ bond funded DSRF and includes amounts funded from 

Stabilization Fund.

Without Hunden Analysis

Source: 

Developer/MuniCap/City
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With the Project – Life of Bonds 

Over the estimated life of the Non-Recourse Revenue Bonds:

 Project Development Block Revenue $889,200,000

 Increment Financing Real Estate Revenue $588,700,000

 Purchase of Land $15,800,000

 1.5% Meals Tax to Schools from Project $31,700,000

 Budgetary Savings/Other Incremental Rev $19,000,000

 TOTAL REVENUE $1,544,400,000

Less: Non-Recourse Revenue Bonds/City Incremental Costs:

 Total Debt Service(17 years) ($456,500,000)

 City Incremental Costs ($74,500,000)

 TOTAL COSTS ($531,000,000)

Surplus: $1,013,400,000

Total Revenue excludes amount contributed to Project. Total Debt Service is net of capitalized interest/ bond funded DSRF and includes amounts funded from 

Stabilization Fund.

With Hunden Analysis

Source: 

Developer/MuniCap/City 

Hunden
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Summary of Scenarios – Life of Bonds

Source: 

Developer/MuniCap/ 

Hunden

Net Revenues – Life of Bonds $1,013,400,000

Net Revenues – Life of Bonds $684,400,000

Net Revenues – Life of Bonds $413,300,000

Without Hunden Analysis

With Hunden Analysis

 Do Nothing:

 With the Project:

 With the Project:

Without Hunden Analysis



The Project

 Parcels Created

 Request for Proposals Process

 Timeframe for Investment
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Presented October 19, 2019

All potential development areas of the Project were subject 

to a comprehensive Request for Proposals (“RFP”) that was 

distributed nationwide on November 9, 2017.  The RFP also 

stated specific social impact development objectives 

required of the Developer and Project.

But for the Project, the majority of development parcels do 

not currently exist without major capital investment.
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Presented October 19, 2019

Assertion of development lag ignores key simultaneous and 

correlated development from the Taxable Private Investment.

The Arena is being built simultaneously with 

significant Private Investment.
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What are Non-Recourse Revenue Bonds? 

 Non-Recourse Revenue Bonds means that the investors who 

buy this type of debt can only rely on Incremental Revenue 

generated by the Project and the Increment Financing Area.

 If there is a shortfall in the Incremental Revenues, the City 

will have no Moral Obligation or General Obligation to 

provide one dollar more than the Incremental Revenue.

 The City’s Credit will not be at risk.

 As a result, there has to be a high level of assurance and 

comfort that significant Private Investment is available to 

build the Project.
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What is the Time Frame for Investment and When is the Project 
expected to be Completed?

No Lag in Private Investment with the Arena:

 Approximately $860 Million of Taxable Private Investment by 

the Developer in Sequence 1 (Blocks A2/A3/C/D/E/F1/F2).

Fiscal Year 2021 2022 2023 2024 2025 2026 Total

Investment by Project Block Investment

(Shown in Fiscal Year that Construction Starts)

A1 Arena 245,000,000$    -$                          Completion -$                          -$                          -$                          245,000,000$    

A2 Residential/Retail -                            66,411,704         Completion -                            -                            -                            66,411,704         

A3 Officel/Retail -                            133,294,544      Completion -                            -                            -                            133,294,544      

B Residential/Retail -                            46,175,871         -                            Completion -                            -                            46,175,871         

C Residential/Office/Retail/GRTC 157,286,000      -                            Completion -                            -                            -                            157,286,000      

D Build-to-Suit Office/Retail/Hospitality -                            307,272,848      -                            Completion -                            -                            307,272,848      

E Residential/Retail -                            23,546,426         Completion -                            -                            -                            23,546,426         

F1 Hotel/Retail 162,984,184      -                            Completion -                            -                            -                            162,984,184      

F2 Blues Armory 10,000,000         -                            Completion -                            -                            -                            10,000,000         

I Residential (or) Office/Retail -                            -                            136,930,656      -                            -                            Completion 136,930,656      

N Residential (or) Office/Retail -                            -                            -                            133,590,870      Completion -                            133,590,870      

U Residential (and/or) Hotel/Retail -                            123,121,056      -                            Completion -                            -                            123,121,056      

Total 575,270,184$    699,822,449$    136,930,656$    133,590,870$    -$                         -$                         1,545,614,159$ 



Cannibalization

 Concerns

 Evaluation by Nationally Recognized Economic 

Consultant
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Presented October 19, 2019

Discussion of “IF” there is cannibalization without 

mention of supporting analysis. No discussion of “IF 

THERE IS NO CANNIBALIZATION”
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Cannibalization Concerns

 The City Administration shared the same concern.

 As a result, an Independent, Nationally recognized Economic 

Development Consultant was retained to evaluate, among 

other things this very concern.

 Hunden was hired by the Mayor to serve as 

an INDEPENDENT CHECK AND BALANCE on 

the Developer’s Projections.

Note: City Council is in the process of hiring a 2nd Independent 

Economic Consultant.
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Cannibalization Concerns (cont)

HUNDEN’S KEY FINDINGS:

 There is no cannibalization of revenues because the new 

Project elements “grow the pie” by bringing new people, 

spending and taxes to the City (i.e. “Halo Effect”).

• In effect, Hunden found that the opposite of 

Cannibalization will be the result for Richmond.

• In addition, the Greater Richmond Convention Center 

Authority would be a winner with this Project.
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HUNDEN’S OTHER KEY FINDINGS:

 The Navy Hill Project is a transformational project for the 

City.

 The Project has the ability to re-energize a currently 

depressed and dormant area in the heart of downtown 

Richmond.

 In the past two years the assessed value of the taxable real 

estate in this area only grew 2% each year.

 In the past two years, the assessed value of taxable real 

estate in the entire City grew 7-8%+ each year.

Cannibalization Concerns (cont)
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HUNDEN’S OTHER KEY FINDINGS:

 The Arena and Private Taxable Investment as proposed are 

100% correlated.

 Absent the Project, the people, places and reasons to be in 

the Navy Hill area would not exist without some major 

inducement from a beneficial partner (i.e. the City).

 The Coliseum is outdated and represents an increasing 

liability to the City.

 Unless the Coliseum is removed, its presence will be a 

deterrent to any meaningful development in the area.

Cannibalization Concerns (cont)
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HUNDEN’S OTHER KEY FINDINGS:

 The Navy Hill Project is primarily composed of taxable private 

sector development and will generate new revenue to the 

City.

 The Developer’s projections were on the low end.

 Hunden estimates even more revenues to the City as a 

result of the Project.

 In Hunden’s expert opinion, if the Project does not happen 

growth is likely to be depressed at 1.5% versus the assumed 

2.0% by the Assessor.

Cannibalization Concerns (cont)
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Who is Hunden Strategic Partners?

 Highly respected and nationally known economic 

development consultants.

 Team of approximately a dozen professionals

 Several hundred assignments; in the business for over 25 

years.

 Specializes in Real Estate Development, Tourism 

Development, and Economic Development.
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Who is Hunden Strategic Partners? (cont)

 RELEVANT EXPERIENCE includes Entertainment Districts, 

Convention Centers, Arenas/Stadiums, Mixed-Use 

Retail/Office, Hotels, and Entertainment Facilities.

 REPEAT CLIENTS include: Cities of Chicago, Indianapolis, 

Durham, Fort Worth, and Madison.



Recommended Next Steps

November 2, 2019 32



November 2, 2019 33

Recommended Commission Next Steps

1st Request that all legal parties (Hunton Andrews Kurth, Roth Jackson, 

McGuireWoods, City Attorney’s Office, Orrick) present to the Commission, 

among other topics, the following:

 Legal Safeguards & Protections for the City, including “Conditions 

Precedent” to Issuing the Arena Bonds;

 Framework of the key operating documents; and

 Structure and Management of the Navy Hill District Corporation, 

including ongoing role and responsibilities of current and future 

City Administrations/City Councils.

Obtain Additional Information…



November 2, 2019 34

2nd Request that the Developer Team (Capital City Partners) present to the 

Commission, among other topics, the following:

 New Arena – Rationale/Correlation/Synergy with Private 

Investment.

• Ongoing operations and safeguards to the City.

 Sequencing of the Project (both Private and Public Investment).

3rd Request that the City present to the Commission the Social Impact of the 

Project

 Affordable housing;

 Jobs and Job Training;

 Modern GTRC Transit Center; and

 ESB/MBE Participation.

Obtain Additional Information…

Recommended Commission Next Steps
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4th Request that Hunden Strategic Partners (Independent Economic 

Consultant specializing in hotel, retail and multi-purpose entertainment 

venues/arenas) present to the Commission the following:

 Summary of their findings and conclusions –

• Convention Center Authority will further benefit; 

• The opposite of Cannibalization would occur; and

• Without the Project the IFA would continue to lag in future 

assessed value growth.

Obtain Additional Information…

Recommended Commission Next Steps
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5th Request that Davenport & Company LLC, as the long-standing Financial 

Advisor to the City, be allowed to present to the Commission the following:

• Our October 19, 2019 presentation (never presented), which 

included in-depth responses to all of the Commission’s initial 

questions and detailed cash flow analysis; and

• The credit rating implications of this Project.

Obtain Additional Information…

Recommended Commission Next Steps



Summary
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Summary

1. EDA is a legal conduit only – has no negotiating ability.

2. A complete cash flow analysis – 5 year and over the life of the bonds –

reveals the following:

• City is better off by doing the Project.

3. A Full-blown RFP was developed and distributed nationwide.

• Proposers had complete discretion over properties they wished to 

obtain; and

• City mandated certain Social Impact requirements for any submittal.

4. Arena Construction happens concurrently with significant Private 

Investment.

• To sell non-Recourse Bonds the Developer must have a minimum of 

$450 Million* of Private Investment simultaneously.

* Figure rounded.
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Summary

5. Cannibalization Concerns – City Administration concurs.

• Nationally recognized economic development consultant retained to 

evaluate this – Findings were – No Cannibalization, but rather a overall 

positive to the City.

6. Recommendation to the Commission – Obtain Additional Information:

• Invite the legal team that negotiated the key documents; 

• Invite the Developer to present key aspects of the Arena and other 

Project components;

• Invite the City to address social impact to the citizens;

• Invite Hunden and the 2nd Independent Economic Consultant to discuss 

their findings and directly Mr. Gerner’s concerns and observations; and

• Invite Davenport to fully present our written Report which includes an 

in-depth Financial Analysis. 



Exhibit
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Presented October 19, 2019

Tax-Exempt Project



The U.S. Securities and Exchange Commission (the “SEC”) has clarified that a broker, dealer or municipal securities dealer engaging in municipal advisory activities outside the scope of underwriting 

a particular issuance of municipal securities should be subject to municipal advisor registration. Davenport & Company LLC (“Davenport”) has registered as a municipal advisor with the SEC. As a 

registered municipal advisor Davenport may provide advice to a municipal entity or obligated person. An obligated person is an entity other than a municipal entity, such as a not for profit 

corporation, that has commenced an application or negotiation with an entity to issue municipal securities on its behalf and for which it will provide support. If and when an issuer engages 

Davenport to provide financial advisory or consultant services with respect to the issuance of municipal securities, Davenport is obligated to evidence such a financial advisory relationship with a 

written agreement.

When acting as a registered municipal advisor Davenport is a fiduciary required by federal law to act in the best interest of a municipal entity without regard to its own financial or other interests. 

Davenport is not a fiduciary when it acts as a registered investment advisor, when advising an obligated person, or when acting as an underwriter, though it is required to deal fairly with such 

persons, 

This material was prepared by public finance, or other non-research personnel of Davenport.  This material was not produced by a research analyst, although it may refer to a Davenport research 

analyst or research report.  Unless otherwise indicated, these views (if any) are the author’s and may differ from those of the Davenport fixed income or research department or others in the firm. 

Davenport may perform or seek to perform financial advisory services for the issuers of the securities and instruments mentioned herein.

This material has been prepared for information purposes only and is not a solicitation of any offer to buy or sell any security/instrument or to participate in any trading strategy.  Any such offer 

would be made only after a prospective participant had completed its own independent investigation of the securities, instruments or transactions and received all information it required to make its 

own investment decision, including, where applicable, a review of any offering circular or memorandum describing such security or instrument.  That information would contain material information 

not contained herein and to which prospective participants are referred.  This material is based on public information as of the specified date, and may be stale thereafter.  We have no obligation to 

tell you when information herein may change.  We make no representation or warranty with respect to the completeness of this material.  Davenport has no obligation to continue to publish 

information on the securities/instruments mentioned herein. Recipients are required to comply with any legal or contractual restrictions on their purchase, holding, sale, exercise of rights or 

performance of obligations under any securities/instruments transaction.  

The securities/instruments discussed in this material may not be suitable for all investors or issuers.  Recipients should seek independent financial advice prior to making any investment decision 

based on this material.  This material does not provide individually tailored investment advice or offer tax, regulatory, accounting or legal advice.  Prior to entering into any proposed transaction, 

recipients should determine, in consultation with their own investment, legal, tax, regulatory and accounting advisors, the economic risks and merits, as well as the legal, tax, regulatory and 

accounting characteristics and consequences, of the transaction.  You should consider this material as only a single factor in making an investment decision.  

The value of and income from investments and the cost of borrowing may vary because of changes in interest rates, foreign exchange rates, default rates, prepayment rates, securities/instruments 

prices, market indexes, operational or financial conditions or companies or other factors.  There may be time limitations on the exercise of options or other rights in securities/instruments 

transactions.  Past performance is not necessarily a guide to future performance and estimates of future performance are based on assumptions that may not be realized.  Actual events may differ 

from those assumed and changes to any assumptions may have a material impact on any projections or estimates.  Other events not taken into account may occur and may significantly affect the 

projections or estimates.  Certain assumptions may have been made for modeling purposes or to simplify the presentation and/or calculation of any projections or estimates, and Davenport does 

not represent that any such assumptions will reflect actual future events.  Accordingly, there can be no assurance that estimated returns or projections will be realized or that actual returns or 

performance results will not materially differ from those estimated herein.  This material may not be sold or redistributed without the prior written consent of Davenport. 
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