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SUBJECT TITLE Prepayment Penalty on Parking Debt

EXPLANATION

Staff wasdirected by the Town Commission to attempt to negotiate the reduction or elimination of the earlypayment penalty on the Towns outstanding loan from SunTrust Bank We were not successful in convincing the
bank to waive the prepayment penalty Rather we weregiven the following options

1 A discount of30off the prepayment penalty which would result in a prepayment penalty of
approximately 93600 or

2 The option to pay down 15 of the balance of the loan penalty free As discussed previously ifwe
continue to make quarterly payments as per the current payment schedule we will pay approximately
271600 in interest over the remaining term of the loan However if we prepay 15of the loan penaltyfree we will pay interest of230830 over the remaining life of the loan a savings of40770

EXPECTED OUTCOME

Commission Direction

EXHIBITS

Memorandum to Town Manager dated July 22 2011 outlining the background and status of negotiations with
SunTrust

Reviewed by Town Attorney Town Manager Initials
Yes No



Town of LauderdaleByTheSea
4501 Ocean Drive

LauderdaleByTheSea Florida 333083610

Memorandum

Date July 22 2011

To Connie Hoffmann Town Manager

From Tony Bryan Finance Director

Subject Prepayment Penalty on Parking Delbt

Background
In October 2005 the Town entered into an agreement with SunTrust Bank to
borrow2000000 at395 to be repaid in quarterly installments over a period
of 15 years To date the Town has paid1018542 toward the loan including
385 503 of interest and 633039 of principle As of June 30 the outstanding
balance on the loan was1366480

The terms of the loan agreement specify that if the Town desires to make

prepayments against the outstanding balance of the loan the Town may be

required to pay an additional feeie a prepayment penalty to compensate the

Bank for losses costs and expenses incurred associated with the prepayment
The method for calculating the prepayment penalty considers the market interest
rates in effect at the time of the prepayment and is structured such that the

prepayment penalty is inversely related to market interest rates

Based on interest rates as of July 20 2011 the prepayment penalty as per the

term of the loan agreement was 133763

Conclusion
Staff was directed by the Town Commission to attempt to negotiate the reduction

or elimination of the early payment penalty on the Towns outstanding loan from

SunTrust Bank Although we made it clear that we were seeking to have the

prepayment penalty waived in its entirety and that anything less may jeopardize
the professional relationship between the Town and SunTrust we were not

successful in convincing the bank to waive the prepayment penalty Rather we

were given the following options



1 A discount of 30 off the prepayment penalty which would result in a

prepayment penalty of approximately93600 or

2 The option to pay down 15of the balance of the loan penalty free As

discussed previously if we continue to make quarterly payments as per
the current payment schedule we will pay approximately 271600 in
interest over the remaining term of the loan However if we prepay 15
of the loan penalty free we will pay interest of230830 over the

remaining life of the loan a savings of40770

Commission direction is requested


