
2017-1024 IDA Agenda 

Industrial Development Authority of the City of Lexington, Virginia 

Tuesday, October 24, 2017, 5:00 p.m. 

300 East Washington Street 

City Hall Community Room (First Floor) 

1. Call to Order – John DeVogt, IDA Chairman

2. Consideration of the Horse Center’s loan with Cornerstone Bank – Gary
Swink

3. Adjourn – John DeVogt, IDA Chairman



 

 
 

IDA Agenda Item  
October 24, 2017  

 
TOPIC: 
 
Consideration of Virginia Horse Center Refinancing Request 
 
BACKGROUND: 
 
As you are likely aware, the Virginia Horse Center (VHC), in cooperation with the County and 
City of Lexington, have been working with the USDA for well over a year in an effort to refinance 
a portion of its debt and obtain additional funding to complete necessary capital maintenance 
projects.  Ultimately, the USDA ran out of funds in the last federal fiscal year which ended on 
September 30.  The next potential opportunity for such an option will not be until Congress passes 
a budget, which could be as late as approximately June of 2018.  In the meantime, the VHC must 
address the need to retire a loan from New River Bank (NRB) prior to its date of maturity in 
January 2018.  To recap, the outstanding loans are: 
 

1) USDA* - $10,307,061 remaining.  Interest Rate: 4.125%; Maturity date: 2/15/47. 
* (actually two loans which are generally combined for discussion purposes) 

2) New River Bank - $741,900 principal remaining, plus interest from July through payoff 
date.  Interest Rate: 5.5%; Maturity date: January 15, 2018 

 
3) Cornerstone Bank - $250,000 remaining.  Interest Rate: 6%.  Maturity Date 7/15/19. 

Fund Source – Extra 1% lodging tax from localities 
 
Multiple options for retiring the NRB loan have been explored.  The VHC Board has determined 
that the most advantageous course of action would be to refinance the debt locally through 
Cornerstone Bank from which the VHC has received favorable terms: 5% interest rate payable 
monthly; Maturity – 12 months from closing with an option to extend for an additional year.  The 
complete terms of the loan offer are attached.  The goal of this short term loan is to bridge the 
VHC debt service until the USDA loan, or a similar financing from the open market can be 
obtained, with a target date of June, 2018.  The VHC’s goal is to close on the loan by mid-
November.  Please also bear in mind that there is an outstanding life insurance policy in the amount 
of $500,000 which the VHC plans to use as working capital to pay accumulated accounts payable.  
More details are provided by the VHC on this subject in the attachments. 
 
Additionally, the VHC has determined that it could liquidate one of two homes that are situated 
on the Oak Hill Farm property, east of Maury River Road. Known as the Pultz house, the home is 
over 100 years old and requires extensive maintenance.  The interested buyer is the current tenant, 
and the sales price is the $137,600 based upon an independent residential appraisal that the Virginia 



Horse Center received in late September.  Proceeds from the proposed sale would be held in escrow 
as part of the collateral to secure the proposed Cornerstone Bank loan.  A site map showing the 
location of the home is attached. 
 
Should the VHC refinance the New River Bank debt with Cornerstone Bank, the property off 
Alphin Lane which has been designated as a potential site for athletic fields could be removed as 
collateral, if the County were to pledge collateral equal to the value of that land, allowing a path 
forward for development and a no cost lease of the property. Details for such an arrangement, to 
include development of a draft lease agreement and draft site design are still being discussed. 
 
In 2014, the Board of Supervisors, County EDA, Lexington City Council and Lexington IDA all 
approved an agreement which provided the Virginia Horse Center with an additional 1% of 
lodging tax revenue to support its debt service requirements.  The agreement was amended and 
extended in 2016.  A condition of the agreement requires that any restructuring of debt must be 
approved by the four bodies.  The County has already approved the refinancing.  
 
Many questions about the refinancing have been raised by City staff and members of City Council.  
VHC’s answers to those questions, as well as last year’s VHC’s audit report and September 2017 
financials are attached for your consideration. 
 
COST(S)/ACCOUNT NUMBER(S): 
 
There will be no costs for either the IDA or the City related to this action. 
 
MANAGER’S RECOMMENDATION: 
 
Approve the Virginia Horse Center’s request to refinance the New River Bank’s loan with a loan 
from Cornerstone Bank and make the same recommendation to City Council. 
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