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Red Line Regional Rail
North Corridor: Mooresville to Charlotte
CHAPTER 1: INTRODUCTION
1.1

Project Introduction & Plan Overview

The Red Line Regional Rail Project (Project) is an
initiative to upgrade an existing 25-mile section of
the Norfolk Southern Railroad “O” Line in the North
Corridor of the Metrolina region. The Project is a
major regional economic development initiative that
will significantly improve the movement of both
goods and passengers along this section of track
running southward from Mooresville to Charlotte
with the potential for future extension northward
from Mooresville to Statesville.

Figure 1: Red Line Regional Rail
Potential Benefit & Allocation District

The current proposed Project represents the
culmination of a process that began over 15 years
ago with the Centers and Corridors planning for
regional growth, including a recent fundamental
Project reformation. The North Corridor is one of
five (5) rapid transit corridors called for in the 2030
Transit Corridor System Plan, adopted by the
Metropolitan Transit Commission (MTC) in 2006.

The capital construction cost of the Project has been set at $452 million based on 90% design
plans1 that have undergone detailed design work and collaborative value engineering. The full
cost of Construction, Operation and Maintenance for the Project is proposed to be funded
through a partnership of the State of North Carolina (25%), Charlotte Area Transit System
(25%) and seven North Corridor jurisdictions, including the city of Charlotte, towns of
Mooresville, Davidson, Cornelius and Huntersville, and Iredell and Mecklenburg counties (50%).
The local share of funding is envisioned to come from a combination of Value Capture
mechanisms. Value capture funding is a well-tested method of utilizing development-generated
revenue streams to fund public infrastructure. Regional rail projects funded using value capture
1

Project budget as described in this document is based on a set of plans with track work and grade crossings designed to 90%, and stations,
station areas and vehicle inspection facility designed to 30%.
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cover a variety of projects, including the Portland, OR streetcar system; Washington Metro’s NY
Avenue Station; improvements to the Dallas Area Rapid Transit System, and others. The Red
Line Task Force and its Finance and Economic Development Working Groups have
collaborated with the business and development community to identify several value capture
revenue streams that will be targeted for use as a result of unique value created by
improvements to the corridor.
This Business/Finance Plan presents the detailed recommendations for how to fund, finance
and govern the Project. The Plan was developed over an eight-month period of time through a
collaborative effort of the Red Line Task Force and its working groups, NCDOT, the seven North
Corridor jurisdictions and CATS, and supported by the consulting team of Parsons Brinckerhoff
and KKH Consulting. Following this introductory chapter (Chapter 1), this Plan document covers
the following topics in detail:
Chapter 2: Methodology. Defines and explains the process for: developing project
costs; choosing value capture mechanisms to fund the local share of project costs;
creating (mapping) the Project’s Unified Benefit District (UBD); and identifying targeted
developments to include in the value capture financial model.
Chapter 3: Funding Approaches and Revenues. Summarizes revenue projections for
funding the local share of project costs via Tax Increment Financing (TIF), Special
Assessment District (SAD), Joint Development and Negotiated Agreements.
Chapter 4: Financing Alternatives. Defines and explains two alternative financing
approaches for the Project: bond financing and public-private partnerships (P3).
Chapter 5: Project Governance. Introduces the concept of a Joint Powers Authority as
allowed under NC law; provides detailed recommendations for how the Project JPA
would be structured; summarizes the potential State role in the Project and similar
transportation projects of regional significance.
Chapter 6: Recommendations. Lists the key recommendations of this Plan.
Chapter 7: Process/Next Steps. Summarizes the ongoing five-phase process for the
Project, and lists next steps through mid-2012.
Based on the detailed, “ground-up” financial analysis described in this Plan, it has been
determined that $452 million can be generated to fund the Red Line Regional Rail Project,
and that appropriate financing options are available to provide the up-front capital
needed to complete construction and provide for ongoing operation and maintenance.
This Plan will be presented in draft form to the RLTF and MTC on November 30, 2011, and to
the public on December 13, 2011 as part of the Red Line Task Force Project Summit. The
public presentation of this Plan on December 13th will initiate a formal three-month Plan review
period by the seven North Corridor jurisdictions, CATS and the State of North Carolina.
The review period for the Draft Business/Finance Plan will conclude in mid-March, 2012. The
consulting team will then incorporate revisions to the plan in order to deliver a Consensus
Business/Finance Plan by the beginning of April 2012. All nine participating jurisdictions will
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then conduct concurrent hearings for the Project, based on the recommendations in the
Consensus Plan, seeking to achieve adoption by all nine entities by the end of June, 2012.
1.2

Previous Financing Discussions

In 2007, CATS mounted a concerted effort to move forward with the Project. Work completed at
that time included a market analysis by Robert Charles Lesser Company (RCLCo) and local
government interface by Cherokee Investment Partners (led by Mark Briggs and Paul Morris) in
support of CATS efforts. That collaborative process included detailed discussions with each
jurisdiction regarding the appropriate boundaries for financing districts which could allow
incremental property taxes from rail-adjacent properties to be allocated to help fund a share of
the rail improvement costs.
The robust economy of 2002-2007 generated a series of major development master plans along
the North Corridor. The financial analysis at that time showed that the potential incremental
taxes generated by new development were sufficient to support a modest local share of the
commuter rail. The approach at that time assumed that CATS would back the financing, and
the local jurisdictions would make independent contributions to the Project, in proportion to the
number of stations in their jurisdiction. Local jurisdictions considered various approaches to
fund their share, including Tax Increment Financing (TIF) Bonds, Synthetic TIF, and Certificates
of Participation (COPs).2
The Project stalled in 2008 as the economy faltered and the development community put on
hold nearly all of development projects upon which revenue projections had been made.
However, the results of outreach and educational efforts with each jurisdiction established a
general understanding and support for the use of tax increment revenues as a mechanism to
support rail improvements. One town actually approved a Tax Increment Financing (TIF)
District, although the necessary steps of notifying the County to formalize their agreement to
allocate a portion of future growth generated property taxes, along with formal application to the
Local Government Commission (LGC), were never taken.
1.3

The Current Initiative

A major change in the definition, purpose and strategy of the Project came in mid-2010, as the
North Carolina Department of Transportation (NCDOT) hired Greenleaf Strategies (GS) as a
strategic consultant resource to reengage the local jurisdictions and move the planning process
forward. That effort resulted in the creation of the Red Line Task Force (RLTF) as a standing
sub-Committee of the Metropolitan Transportation Commission (MTC). Following the direction
of the RLTF, Greenleaf Strategies and its consulting partners, Parsons Brinckerhoff (Mark
Briggs) and KKH Consulting (Katherine Henderson) began coordinating the efforts of two new
RLTF Working Groups (Finance and Economic Development) charged with Project
development.
2

See Section 2.2 for explanation of TIF, which can be used to secure a revenue bond. Synthetic TIF is a project-specific agreement whereby a
local government uses new tax revenue generated by a development project (tax increment) to give the developer annual grant payments to
help fund the project itself. Certificates of Participation are debt instruments that local governments can use to finance capital projects.
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With indications of the beginnings of economic recovery in 2010, CATS commissioned a new
study by Jeff Parker and Associates (JP) which updated CATS overall Fiscal/Financial Model,
including scenarios for funding CATS (25%) share of the Project. The JP study projected that
local sales tax revenues and other formula funds could support both the extension of the Blue
Line and a share of the Project. In November of that year, the Metropolitan Transit Commission
unanimously approved a plan for moving forward both projects simultaneously – the Blue Line
Light Rail Extension (using CATS, State and Federal New Starts funding) and the Red Line
Regional Rail (using CATS, State and Local Value Capture funding). Todd Noell Associates
(Noell) was then commissioned to update the RCLCo Market Analysis for the North Corridor.
Based on the November actions of the MTC and results of the Noell Market Analysis, the
Project re-planning effort began again in earnest in 2011.
Dual Benefit
Over the course of the first six months of 2011, a redefinition of the Project recommended
adding potential Freight Oriented Development (FOD) sites along with the Transit Oriented
Development (TOD) sites to the analysis, in recognition that the Project will operate on an
existing freight line and create a dual-purpose network benefit. Upgrading of the tracks and
peripherals will accommodate greater activity than the current single-train-per-day service to
freight dependent industries along the line. This dual purpose strategy led to the reformation of
the Project as a major regional economic development initiative.
Unified Approach
The most important change needed to support financing of the local share was the approval by
the RLTF of a unified value capture approach. This would allow the Project to maximize regional
value creation, capture and application. Earlier efforts had relied on each jurisdiction to make
separate (but coordinated) contributions to the project in proportion to the number of stations in
their jurisdiction. This “segmented” approach introduced a number of complexities and
inefficiencies, and ultimately failed to generate the cohesion necessary to advance the Project.
In contrast, the unified approach provides a structure wherein revenues created and
captured anywhere within the unified benefit district are allocated wherever needed to
fulfill the needs of the Project through a single entity. This unified approach enhances the
viability of whatever funding approach is instituted, and permits the capital markets the see the
added security of a single entity and revenue stream to support the bond financing.
Single Entity
The final critical element supporting the reformation of the Project was the agreement among all
the benefiting jurisdictions that a Joint Powers Authority (JPA) would provide the necessary
governance structure for the Project. The JPA will be a new regional governing body, formed
and controlled by the eight local governing bodies (including CATS as a part of the City of
Charlotte) and the NCDOT3. This would provide the legal mechanism to receive funds, sell
bonds, provide debt coverage and build/operate/maintain the Project. The approval of a unified
approach to receive and distribute revenues, along with governance and financial management

3

Under NC statute, only local governing bodies can be members of a JPA. The State of NC will participate as the ninth member jurisdiction via
formal agreement with the JPA, and will have representation on the JPA Board in the same manner as the eight other parties.
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by a JPA, brought the overall funding program together so that the full network benefit can be
realized.
On August 24, 2011, the Red Line Task Force formally approved the following four key
elements as the policy framework for moving the Project forward4:
1. The Red Line Regional Rail Project should be treated as a regional economic
development initiative;
2. The Red Line Regional Rail Project should pursue a dual-benefit strategy;
3. A unified district should be established to provide regional benefit and allocation,
administered via a Joint Powers Authority; and
4. The State should take a leadership role in the Red Line Regional Rail Project.
See Appendix B: Policy Memo for background on the adopted policy approach and case
studies of successful application of these principles for other projects.

4

The policy recommendations of the Red Line Task Force were approved for use by the Metropolitan Transit Commission on October 26, 2011.

9

Red Line Regional Rail: Draft Business/Finance Plan
November 30, 2011

CHAPTER 2: METHODOLOGY
Across the country, high priority infrastructure projects have looked to public-private
partnerships (P3) to bring the necessary resources and capabilities together to ensure financial
feasibility and implementation success. The methodology for evaluating financing programs for
infrastructure projects such as the Red Line Regional Rail Project includes the following steps:
1. Determine the level of funding required for the project. The budget for the Project has
been set at $452 million. (See Section 2.1 below for more detail)
2. Examine each available funding program and source, including federal, state or local
funds/revenues (e.g., value capture). (See Sections 2.2 to 2.4 for value capture
methodology, and Chapter 3 for projected revenues)
3. Estimate the amount of private investment that the project will induce (via transit- and
freight-oriented development), along with the resulting development values and resulting
tax revenue. (See Sections 2.5 to 2.6 for methodology, and Chapter 3 for projected
revenues)
4. Examine each financing approach allowed under state statutes (e.g., bonds and P3).
(See Chapter 4)
5. Evaluate whether the available funding/financing approaches can generate sufficient
revenue to meet the project costs. (See Chapter 4)
The same methodology, which is described in greater detail below, will be undertaken for the
future extension (Phase II) of the Project northward to Lowe’s global Distribution Center at I-40
and I-77.

2.1

Objective: Project Costs

As described in detail below, the capital cost of the Project is currently set at $452 million based
on plans that have undergone detailed design and collaborative value engineering. The total
capital and O&M cost is proposed to be funded through a cost sharing agreement between the
State of North Carolina (25%), CATS (25%), and the seven North Corridor jurisdictions (50%).
When JP updated the CATS Fiscal/Financial Model (November 2010), they included scenarios
that incorporated options for providing funding to the Project. These scenarios showed a
potential maximum CATS contribution of 25% (up to a limit of $113 million) for capital
construction, plus 25% for operation and maintenance. Under these limitations, and following
the proposed cost sharing agreement, the total capital construction budget for the Project
cannot exceed $452 million (in 2018 dollars).
The previous construction cost estimate for the Project was completed in 2009, with an
estimated total of $357.5 million. Using 2018 as the construction completion year, that cost was
inflated to a total of $456 million. That cost was based on a set of plans in which the track work
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and grade crossings were designed to 90% and the stations, station areas and vehicle
inspection facility were designed to 30%.
In the fall of 2010, a collaborative value engineering (VE) exercise was conducted to identify
potential cost savings for the track work and stations. That VE exercise resulted in the
identification of several cost saving items that could be deleted or deferred from the Project.
During the summer of 2011, the Finance Working Group analyzed a list of prospective station
area improvements associated with the Project. This VE analysis identified several additional
cost saving items that could be removed from the Project. As a result, only those items for track
work, stations and station areas that are deemed essential and directly related to the basic
functionally of the Project remain in the budget. These two VE exercises produced a final
Project capital construction cost not to exceed $452 million (2018 dollars). Table 1 summarizes
this budget according to project component.
In order to achieve the $452 million budget as detailed below, the following approvals are
needed:
1. Approval by Town of Mooresville and MTC to relocate the Mt. Mourne station from
current location to the proposed location (further south). This produces a potential
savings of $9.66 million (2018 dollars).
2. Approval by the Town of Mooresville to relocate the Project vehicle inspection facility
from the current proposed location in downtown Charlotte to Mooresville. This produces
a potential savings of $27.6 million (2018 dollars). Detailed design work will be needed
to validate the final configuration and associate cost savings.
Table 1: Project Costs by Category
Project Component
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Main Line Track

Estimated Cost
(millions, in 2018 dollars)
$70.5

Grade Crossings

$44.9

Vehicles

$58.3

Stations

$56.6

Charlotte Terminal Area &
Vehicle Inspection Facility

$66.0

Systems

$25.8

Professional Services

$40.9

NS Licensing Agreement

$28.1

Freight Rail Rationalization

$5.7

Project Reserve

$11.6

Station Area Improvements

$43.6

Total

$452.0
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In 2010, CATS updated the Operations and Maintenance (O&M) costs for the Project. In 2010
dollars, the O&M costs were estimated to be between $9-11.8 million, depending on the level of
service provided. When inflating this number to the start of operations year in 2018, the O&M
costs would be between $12.7-14.9 million. The financial plan assumes O&M costs to be $12.7
million in 2018. As with capital construction costs, the O&M costs are proposed to be funded
through a similar partnership of the State of North Carolina (25%), CATS (25%), and the seven
North Corridor jurisdictions (50%).

2.2

Local Share: Selected Value Capture Mechanisms

A series of factors comes into play when determining the funding strategy for the local share of
the Project. Those include:
Programs that have proven effective across the country in promoting commuter and
freight rail development and from which best practices and lessons learned can be
derived.
Programs with a direct correlation between the funding approach and the benefits that
come from the funding, in this case support the development of the commuter line.
Programs with enabling legislation in North Carolina.
Programs with initial acceptance by the local jurisdictions affected.
During the spring and summer of 2011, eight value capture approaches were identified for
potential applicability to the Project. A detailed research report and initial recommendations on
the use of value capture in this context was presented to the Red Line Task Force, and is
included as Appendix A to this Plan. Considering the unique set of economic, political and legal
conditions that exist along the North Corridor, the Value Capture Report recommended the
following four value capture mechanisms for use in funding the Project:
1. Tax increment financing
2. Special (tax) assessment districts
3. Joint development (including air rights)
4. Negotiated Agreements (exactions)
The recommended mechanisms are briefly defined in the following subsections. See the Value
Capture Report (Appendix A) for more detail on these tools and how they have been used to
fund infrastructure projects across the country.
Tax Increment Financing (TIF)
A significant percentage of the projected growth in the Metrolina region is anticipated to occur
along the I-77 corridor, continuing the trend established over the last decade. The level of
development activity that is underway, proposed and in the entitlement process is substantial in
each of the towns and cities that will benefit from the Project. TIF creates a revenue stream
suited to supporting capital improvements. Local jurisdictions can see the direct correlation
between the use of the funds and the acceleration of new development and the increased
densities that are induced at and around freight developments and passenger train stations.
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TIF is the most commonly applied value
capture mechanism used in the United
States today. It does not add any new
taxes to an area, nor does it require a
tax
rate
change
or
deprive
governments of existing property tax
revenues. Instead, part of or all of
future property taxes (above a set
baseline) resulting from increased
property values created by Projectinduced new development are dedicated
to pay for the public improvement that
drives this revenue. See Figure 2 for a
graphic representation of how the
incremental property taxes are defined
and allocated to a specific project (relative
to base assessed value in the district).

Figure 2: Tax Increment Financing: Assessed
Value (AV) Over Project Life

Some still argue that the use of TIF is unfair to communities outside the district, suggesting it
results in the removal of property tax growth in TIF districts from the general tax rolls. However,
the distinguishing characteristic to a rail network TIF is that it only captures value from growth
across a market sector and at a value that would otherwise not occur in the community.
Under the JPA structure being considered for the Project, a single TIF district would be created
to capture the added value along the line and allocate the TIF revenues to the JPA. TIF is
palatable to the development community because it does not change the level of their property
taxes. Rather, it is the allocation of those future incremental taxes by the local government that
creates the revenue source for the TIF.
TIF financing builds upon joint development and air rights transactions, as those approaches
typically result in more intense development that can generate higher TIF revenues. Similarly,
there can be overlap between Special Assessment Districts (SAD) and TIF districts, where
revenue usage serves the same or compatible objectives.

Special Assessment Districts
Special Assessments Districts (SAD) are an effective strategy to fund public improvements that
works well alongside TIF. The assessments within a SAD are an added tax that is self-imposed
by the relevant property owners. To secure support for a SAD, only revenue producing
properties (including commercial, industrial and apartment properties but excluding owner
occupied residential) can be included.
North Carolina has limited experience with SAD, but across the country, it has been found that
an assessment representing between .5% to .75% of the value of the property does not change
the rents to the extent that leasing patterns are altered or future development is discouraged.
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This rule of thumb has been used to set the assessment value of 0.75/$100 property value used
in this Plan. An advantage of SAD is that the special assessment applies to existing as well as
new development beneficiaries, and therefore the revenues begin to flow immediately rather
than only as new development occurs.
Joint Development & Negotiated Agreements
Joint developments are being considered for the Project only at sites immediately adjacent to a
TOD or FOD where there is a clear benefit to the local jurisdiction and the development by
jointly participating in the costs or incorporating the Project into the development (property) or
improvements. The benefit is particularly clear when the transaction includes the sale or lease
of air rights. The structure of the participation may be through sale or lease of the site, joint
participation in the costs, or through a negotiated agreement (“exaction”), in which the developer
agrees to a fixed payment based on the clear benefit that their development will gain by its
location adjacent to the Project.
Several joint developments and negotiated agreements have been identified in the North
Corridor through work sessions with the Finance Working Group and local developers.

2.3

Value Capture Projections: Methodology Overview

Evaluating probable new development as a primary source of incremental revenues remained a
constant in the methodology employed to create this Business/Finance plan, with two principal
revenue levels driving the model.
1. The first level of revenue would be the tax increment from the new development (TIF).
As noted above, and importantly, TIF does not represent a new tax and does not
require a rate change.
2. The second level of revenue would be annual special assessments paid on existing and
new development of income-producing property, excluding owner occupied
residential units. In 2008, the North Carolina General Assembly passed new enabling
legislation for assessment districts, an approach used successfully for infrastructure
financing across the country. The new special assessment authority is currently set to
expire on July 1, 2013. The expiration date will not affect the validity of assessments or
bonds issued or authorized before the effective date of the expiration.
The Unified Benefit District (UBD) of TIF and special assessment properties (shown in
Attachment 1 to this Plan) will be coterminous. Included within the UBD are potential sites for
joint development and/or the sale or lease of air rights. In addition to TIF and assessments,
Joint Development could occur on public or private land to aid in integrating the transit station
with a new mixed-use development. Each jurisdiction identified those sites. Finally, developer
and/or landowner contributions will be employed through negotiated agreements, where the
contribution of land or cash is based on the benefit sites that are proximate to Project.

14

Red Line Regional Rail: Draft Business/Finance Plan
November 30, 2011

2.4

District Mapping

A required step prior to any data collection is to define both the TOD and FOD benefit
boundaries along the North Corridor. This process involved the City of Charlotte and each of
the four towns identifying those properties within ½ mile of transit stations (as TODs) within their
jurisdictions. In some cases, the TOD boundaries are larger than the ½ mile radius, in order to
incorporate planned development activities specifically designed to serve the Project. FODs
were then targeted to include industrially zoned property within each jurisdiction, with emphasis
on only those sites already appropriately zoned and where rail spurs or sidings exist or could be
provided. A detailed technical paper on Freight Oriented Development (included as Appendix
C to this Plan) provides guidance in determining the areas of the FODs and the market for
“freight villages”, as defined by the rail freight industry.
The boundaries of the TIF and Special Assessment form the coterminous UBD which includes
each of the TODs and FODs and links the entire North Corridor from the Mooresville South Mt.
Mourne Station to the downtown Charlotte Gateway Station via the railroad right of way,
expanding accordingly at each TOD and FOD. The current version of the UBD for the Red Line
Regional Rail is shown in Attachment 1.
A series of meetings was held between the individual jurisdictions, the consultants and CATS to
refine the coterminous UBD boundary to ensure that only those properties, businesses and
developers that received benefit are included. The consultant team and the local jurisdictions
discussed and identified sites within the coterminous UBD boundary where Joint Development
or Negotiated Agreements could occur, either on parcels owned by the jurisdictions or on
private property where incorporation of private development plans was logical. In a few cases
the use of air rights was identified. Additionally, locations were identified where the developer
would donate land for Project uses, such as a vehicle inspection facility or parking.
2.5

Identification of Targeted Developments

Targeted Developments included in this analysis are limited to only those “known” at the time of
analysis, and with the following characteristics:
Developments beginning construction with projected phasing of each element of the plan.
Developments with specific plans in place, or where owners and developers are prepared
to move forward as the economy improves.
Developments with existing plans that the city or towns have endorsed as appropriate in
terms of densities, mix of uses and entitlements.
Developments identified by the local jurisdiction as locations where development was
very likely to occur in the near-term.
Sites where the towns determined that near term development was very likely to occur.
The plans for specific developments were reviewed with each jurisdiction, the private
developers and landowners. In a number of cases, the development plans were fully entitled
and for a limited number, development was underway. In many cases, development plans had
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been put on hold when the country went into recession, and discussions with developers
focused on when they planned to move forward with those plans. In some cases, the proponent
developer of the plans had gone out of existence or the plans had been abandoned. In those
cases, the local jurisdictions were asked to opine on whether those plans would still be viable,
based on the zoning and land use requirements at some point in the future.
Helping guide the projections for new development was the updated market analysis conducted
by Noell which evaluated the Charlotte market through 2030 and projected the potential level of
activity in the North Corridor by product type and for each TOD. This updated study was
critically important in two regards. First, where there were development plans, but no
developer, the updated market analysis provided guidance on when there could be a market for
the type of uses identified in the plans. Second, where developers were proposing intense
development based on their entitlements, the updated market analysis served as a “truthing”
basis to reduce the planned commercial and industrial floor area, residential units or hotel
rooms, and retail floor area to be consistent with the projected demand. Where several stations
were within the same sub-market area, the total sub-market absorption was evaluated before
any reductions were made.
In the case of the FODs, only the Centennial Station in Huntersville (an industrial park funded
jointly by three towns) has active industrial development underway. Huntersville also plans to
expand the industrial park and has identified new tenants for the expansion. For the balance of
the FOD sites, it is assumed that little or no new industrial development will occur prior to the
completion of the rail improvements because the more active freight schedule by Norfolk
Southern will not yet be realized. As the towns were provided with insight into emerging freight
villages across the country, new thinking emerged with the towns looking at their industrial sites
in a new light, particularly those with existing spurs or sidings. Planning for and promoting
freight villages, as well as incorporating FOD development in their outreach and business
attraction programs in the future, became the basis for projecting the future development of
FODs along the North Corridor.
2.6

Reconciliation with Noell Market Analysis

Noell prepared the updated Market Analysis that built from the work initially done in 2007-08 by
RCLCo, bringing the market analysis up to current conditions to account for the recent downturn
in the economy. The report showed that the economic downturn resulted in modest use
changes and longer absorption projections than in the original analysis. The report also included
for the first time: 1) an expanded benefit area from ¼ to ½ mile around all stations; 2) the
relocated South Mt. Mourne station in Mooresville; and 3) the inclusion of Gateway Station in
downtown Charlotte.
The Noell projections spread the unit counts for the various components (office, residential by
type, retail and flex-space), equally through 2030. That resulted in annual absorption that, while
consistent with the report methodology, did not match up with how development would actually
occur. For instance, apartment buildings typically require a certain number of units to be
practical from a construction and leasing perspective. The projections for development in this
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Draft Business/Finance Plan now attempt to phase development in blocks that correspond to
how developers will actually carry out the development. The addition level of “truthing”
conducted for this Plan was necessary to support the preliminary underwriting estimates.
The Noell report projects a regional market that equates to potential development within the
North Corridor valued at approximately $6.9 billion, which includes a 2 percent annual real
estate appreciation rate on the existing values and the new development. That projection is
achieved by assigning typologies and values to the areas within a ½ mile radius of proposed
stations. In contrast, the development values projected in this Plan total approximately $4.98
billion.5 The lower total value used in this Plan can be attributed to the conservative
methodology used here: the projections in this Draft Business/Finance Plan are only for
known current or previously proposed developments where the development type and
general unit counts can be confirmed, or where jurisdictions can identify sites with specified
development patterns upon which new development or redevelopment is likely to occur.
Providing speculative development projections for land areas where there are neither
development plans nor likely development opportunities is not appropriate for underwriting
purposes.
Projections for use in underwriting must be conservative. There will
undoubtedly be additional development throughout the North Corridor that was not identified in
this Draft Business/Finance Plan. Additionally, there are a number of key sites with clear
development potential but no current plans proposed.
The final difference between this Plan and the Noell updated market analysis relates to Freight
Oriented Development. The Noell report only identified 470,000 square feet of flex-industrial
space over the entire length of the North Corridor. There has been a concerted effort to
educate the local jurisdictions regarding the advances being made in rail freight oriented
development across the country, the role of the Metrolina region in the global freight markets
and the importance of the Norfolk Southern line being improved and eventually extended to I-40
in northern Iredell County. Short line rail routes (including this route) are more attractive to rail
FODs, as the servicing of the businesses does not interfere with the higher speed and longer
trains on the main lines. This Project is poised to capture a significant level of increased rail
capacity with the upgrading of the tracks to international standards. Furthermore, the increased
interest in freight villages, with integrated logistic facilities, has all the participating jurisdictions
looking to expand their marketing efforts with existing industrial users as well as in business
recruitment and retention programs for new users.
The inclusion of FODs in the analysis, and the inclusion of the dual benefit strategy, supports a
more aggressive analysis of the FOD potential. Most of the FOD activity is projected to occur
subsequent to the completion of the improvements to the rail corridor, or beginning in 2017.

5

The analysis in this Plan uses no real estate appreciation rate (inflation factor). For comparison purposes, if we were to use the same 2 percent
rate used in the Noell report, our development values would total $5.11 billion instead of $4.98 billion.
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The FOD development value in the North Corridor is projected to be $268 million, with
approximately 5.2 million square feet developed through 20366. While that level of development
greatly exceeds the flex-industrial space square footage in the Noell report, the values only
represent 5.4% of the North Corridor’s overall projected development value, given the lower per
square foot cost for industrial uses.

6

Given the topographic challenges of most of the industrial sites, and associated access issues, this Finance Plan assumes that
approximately 20 acres are required for the development of 250,000 square feet of FOD. This has been, and is expected to be,
the development pattern at Centennial Station in Huntersville.
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CHAPTER 3: FUNDING APPROACHES AND REVENUES
This chapter summarizes the results of revenue projections for the Project from three value
capture mechanisms: Tax Increment Financing (TIF), Special Assessment Districts (SAD) and
the merging of Joint Development/Negotiated Agreements.
3.1

Creating the Benefit District: Timing

The timing of the capture of both TIF and the Special Assessment revenues is important, as
property values are at a low point in 2011 due to the slow economic recovery. As a result, the
TIF and Special Assessments in each of the jurisdictions are proposed to be adopted prior to
the end of 2012 to capture the activity that will occur during 2012.
3.2

Tax Increment Revenues

The analysis for each development in the UBD estimated the future development value based
on the land use, number of square feet or units and the estimated costs per square foot or unit.
The current millage rate for the seven local jurisdictions was applied to the development values
to generate the TIF increment projections. The phasing for each aspect of each development
project was established through work sessions with developers and Red Line Task Force
Working Groups. Using these factors, the model projects the incremental property taxes that will
be generated over time in the UBD.
All projections are based on 2011 dollars, and no real estate appreciation rate (inflation factor)
was applied over the build-out period. The lack of an inflation factor is one of the reasons that
the overall projections in this Plan are very conservative. Projections of values over time
typically show increases as construction costs increase, and higher rents generate higher
values. However, experience over the last three years shows that property values can also
decrease. Omitting an inflationary factor from the projections is a conservative way of
accounting for the ups and downs in values based on fluctuations in the market.
After projecting the future tax increment generated by the Project within the UBD, the increment
is split as follows: each jurisdiction retains 25 percent of the property tax increment in its general
fund, and allocates the remaining 75 percent to the JPA to fund the Project. As a reminder, the
“increment” is the additional tax revenue created by development, and does not include the
current tax revenue. In projecting the tax increment, it was assumed there would be a 98
percent “capture” rate, which is the rate the County Tax Collector directs the local jurisdictions to
use in their budget projections.
The tax increment revenues associated with the Gateway Station will have a different sharing
formula from the other developments. The tax increment from Gateway Station provides the
same 25 percent to Charlotte for local purposes. However, while the remaining 75 percent is
dedicated to rail improvements, one-third is allocated to support the Project and the balance
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held in reserve to support funding for the potential dual-purpose rail lines running west to
Gastonia in Gaston County and running southeast to Monroe in Union County.
Table 2 provides the net annual tax increment revenues available to support the Project for
each five-year period. In the chart, the medium range is the level based on the projected new
development along the North Corridor. The high and low ranges assume a 3 percent variation
from the medium.
Table 2: Annual Tax Increment Revenues
ANNUAL SNAPSHOT
RANGE

2016

2021

2026

2031

2036

High

$

7,457,011

$

21,609,741

$

27,586,137

$

29,769,517

$

30,632,619

Medium

$

7,239,816

$

20,980,331

$

26,782,657

$

28,902,443

$

29,740,407

Low

$

7,022,622

$

20,350,921

$

25,979,177

$

28,035,370

$

28,848,195

3.3

Assessment District Revenues

During 2012, each jurisdiction will lead an effort to secure the level of petitioners required under
North Carolina statutes to create their portion of the special assessment for the UBD. In order
to establish a Special Assessment under the new NC statutory authority (established in 2008,
sunsets in 2013), 50 percent of the property owners in the district comprising at least 66 percent
of the current assessed values are required to sign a petition approving the special assessment.
As a reminder, the special assessment boundaries would be coterminous with the TIF
boundaries, and existing owner occupied dwelling units would be exempt.
The special assessment is set uniformly at .75/$100 of assessed value across all participating
jurisdictions within the UBD. A two-tiered assessment is applied only in the case of Mooresville,
where unique conditions associated with TOD constitute a secondary benefit. For the second
tier, the special assessment is set at .5/$100 of assessed value. As with the tax increment
projections, a 98 percent “capture” rate is assumed to allow for non-collection of the special
assessments.
The current total assessed value for properties within the UBD is $1.33 billion (2011 dollars).
Special assessments from those properties would begin in 2013. No inflation factors are added
to the existing assessed values over the life of the special assessment (a conservative
assumption, as detailed above in Section 3.2). Added to the existing assessments would be the
special assessments for all new income-producing development in the year in which the
development is placed on the tax rolls.
Table 3 provides both the special assessments based on the current values and the special
assessments from the new development for each five-year period.
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Table 3: Special Assessment District Revenues
ANNUAL SNAPSHOT
RANGE

2016

2021

2026

2031

2036

High

$

16,283,498

$

25,156,079

$

29,305,518

$

30,819,182

$

31,749,826

Medium

$

15,809,221

$

24,423,377

$

28,451,959

$

29,921,536

$

30,825,074

Low

$

15,334,944

$

23,690,676

$

27,598,400

$

29,023,890

$

29,900,322

3.4

Joint Development & Negotiated Agreements

The towns of Davidson, Cornelius and Huntersville each own land where joint development is
planned in the future. The projected value from the new development is over $87 million,
representing significant new development for those towns. The towns have not yet determined
the structure of the joint development for their sites, which could include the sale or lease of the
land or air rights, or the contribution of the sites as a development incentive, for the benefit of
the Project.
In Mooresville and Huntersville, the stations will be located on land that is currently privately
owned. Neither town has finalized terms with the property owners regarding a negotiated
agreement for those station sites.
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CHAPTER 4: FINANCING ALTERNATIVES
The combined tax increment and special assessment revenues that will be generated by
existing and new development within the UBD will support the $226 million local contribution
(50%) to the Project. These revenues will be provided to the JPA as “Revenues Available for
Debt Service and O&M” (Revenues Available, or RA) to the capital markets to secure the
financing.
The next step is to evaluate the best method to secure the required financing in 2014 when
construction is planned to begin, given the minimal revenues in the early years and the
projected CATS and State contributions in 2018 and beyond. Two primary approaches are
evaluated in this Draft Business/Finance Plan: bond financing and two primary types of publicprivate partnerships (P3), including Design-Build-Operate-Maintain (DBOM) and Design-BuildFinance-Operate-Maintain (DBFOM).

4.1

BOND FINANCING

Bonds are a type of financing in which an investor loans money to an entity (corporate or
governmental) who borrows the funds for a defined period of time at a fixed interest rate.
Revenue bonds are investments supported by the revenue from a specific project such as a toll
bridge, highway, or a local stadium. This is the type of bond under consideration for the Project.
Revenue bonds, such as the type considered here, differ from General Obligation (G.O.) Bonds
which are backed by the full credit and taxing power of the local jurisdiction.
Bonds are issued by public authorities, credit institutions, companies and international
institutions. They are issued in the primary markets—the part of the capital market that deals
with the issuance of new securities7. The most common process of issuing bonds is through
underwriting. In the underwriting process, one or more securities firms or banks, forming a
syndicate, buy an entire issue of bonds from an issuer and re-sell them to investors.
In this situation, the security firm takes the risk of being unable to re-sell the bond issue to end
investors. Government bonds are usually issued by auctions, called a public sale, where both
members of the public and banks may bid. Since the coupon rate is fixed, but the price is not,
the yield is a function both of the price paid and the coupon. Sometimes the documentation
allows the issuer to borrow more at a later date by issuing further bonds on the same terms as
before, but at the current market price.
A bond will be priced relative to a benchmark asset, typically a government security. The yield to
maturity attached to the bond is determined based on the bond’s perceived credit quality (the
likelihood that the bond will be paid back) compared to a government security with a similar
maturity schedule. Therefore, the higher the bond quality, the smaller the spread between its
7

A security is an investment instrument which offers evidence of debt or equity that can act as collateral to “secure” or “back” the investment.
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expected return and the yield-to-maturity benchmark. The industry benchmark for municipal
bonds is the AAA municipal bond yield index published by Thomson Municipal Market Data
(MMD).
In consultation with independent, third-party national bond underwriters, two finance structures
are proposed to provide the entire $452 million required during the Project construction period of
2014 through 2017. Both structures (outlined below) assume that the tax increment and special
assessments committed to the JPA will subsequently be offered to the capital markets as
Revenues Available (RA) payments.

Structure 1: Stone & Youngberg
The first bond financing structure proposed by Stone & Youngberg (S&Y) assumes that both the
tax increment and the special assessment revenues would be offered by the JPA as a
combined single revenue source. Their approach assumes that the bond purchasers will be
looking to a single funding source as opposed to the separate TIF and SAD revenues. The
funding of the $452 million is accomplished through the following program (see Table 4 on the
following page for more detail):
CATS Share: 25% of capital construction costs, operation and maintenance funded
through Zero Coupon Revenue Anticipation Notes (RANs)8 repaid in 2018 at 3%
interest.
NCDOT Share: 25% of capital construction costs, operation and maintenance funded
through Revenue Anticipation Notes (RANs) repaid 2014 through 2018 at interest rates
ranging from 1.2% to 2.3%. Assumes quarterly State payments starting in 2014.
Local VC Share: 50% of capital construction costs, operation and maintenance funded
through 30-year Revenue Bonds (based on combined tax increment and special
assessment district revenues) at 4% and 5% interest rates.
o Includes $11 million in capitalized interest, a $19 million reserve account and
estimates no less than a 1.4 annual coverage ratio.
o Cumulative retained revenues exceed $1 billion over the 30 years, before
Operations and Maintenance costs.

8

RANs are short-term debt securities issued on the premise that future revenues will be sufficient to meet repayment obligations.
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Table 4: S&Y Bond Approach—Revenue Anticipation Notes and 30-Year Revenue Bonds
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Stone & Youngberg recommend this structure because of the strength of the RA, which in 2018
equates to a 2 times coverage ratio (meaning the amount of annual tax revenues available will
be twice the annual payment required for bond debt service). By 2021 the coverage ratio is at
3, increasing to 3.5 coverage ratio by 2027. The analysis by S&Y does not factor in the
operations and maintenance (O&M) costs; neither does the alternative structure proposed by
the second underwriter (as detailed below). However, even with factoring in the O&M costs
projected by CATS, there are substantially greater revenues than required to fund both
debt service and O&M costs.
S&Y assumed the bonds will be sold with “State of North Carolina’s Moral Obligation,” as the
State has indicated an ability to provide the “backstop” for the bonds (discussed in Section 5.3).
With that assumption, the interest rates are based on AA+Aa1 credit ratings. Given the
projected coverage factors, the $11 million in capitalized interest and the $19 million in reserves,
the risk is marginalized. The full bond runs by S&Y are provided as Attachment 1.

Structure 2: Guggenheim Securities
An alternative bond financing structure is proposed by Guggenheim Securities (GS). GS broke
out the financing into individual credit and used the following objectives to create their finance
plan:
1. GS would structure and sell separate (not blended) credits.
2. GS would sell only the bonds that are needed, when the program needs them.
3. GS would minimize external guarantees or credit support.
4. The ONLY external credit support considered is the state–NOT any local
governmental agency.
5. GS would sell the riskiest part of the capital stack first.
This general framework means:
NCDOT Share: pays 25% (which will not be financed, since funding is received evenly
throughout the construction period).
CATS Share: pays 25% in a lump sum after construction, so it will be financed with a
short-term, stand-alone note.
Local Share: TIF bonds pay 25%. These bonds will need to be sold last because there
is no increment on day one, and the later they are sold the more support they will have
from the increment. They will still need credit enhancement for a period of time.
Local Share: Special Assessment bonds pay 25% and will be sold upfront (1) because
there is current value to support their sale; and (2) selling non-rated (NR) bonds would
be a critical item in advance of spending other funds with the expectation that NR
assessment bonds could be sold later. The bond sizing will be limited to an amount that
can be supported (with coverage) from special assessments available on the date of
bond sale.
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Table 5: Guggenheim Securities Bond Approach—Program Summary
Revenue Source

Timing

Credit Quality

Conclusion

NC DOT

During construction

AAA

Use as PAYG

CATS

After construction

A category

Stand-alone RANs

Assessement

Immediately available

NR, but very attractive to market NR Assessment Bonds

Tax Increment

Available only after new construction No revenues, unsellable

JPA BANs, backstopped by State of
NC, offset by TIF, refinanced ASAP

The GS goal is to provide a capital plan that balances the certainty of capital, the timing of
capital needs, and cost. Below they describe a timing plan based on the four credits that they
believe can best meet the Project’s financing goals. The program needs to fund $452 million
over 48 months or $28.25 million/quarter. There will be some external funding during this
period, and NCDOT and CATS will need to sell bonds secured by property tax for the
remainder. The total funding must be fully committed (not at-risk) to commence construction.
There is no property tax increment yet.
Series 1: Special Assessment Bonds – This would be the first sale of bonds. It is
immediately credit worthy since there is $1.3 billion in assessed value over some
diversified group of parcels versus a $170 million bond issue or a 7.8:1 Value-to-Lien.
The immediate assessment (0.75/$100 of assessed value) provides $9.959 million of
assessment revenues annually. Secondly, since this property is expected to develop,
both the special assessment revenues and the value to assess will increase which
provides a very good incentive for high yield investors to purchase these bonds. Finally,
since this is the riskiest bond sale, it should come first so the other contributors (NCDOT
and CATS) and later TIF investors are not worried about that 25% of the capital stack
being raised in a timely manner.
Series 2: NCDOT – Pay as you Go (PAYG) – since this money is coming in at $7.125
million/quarter over the exact same period as construction (which is expending $28.25
million/quarter), bond financing this component is not recommended. (Note: if these
funds were instead to come in at the end of construction, note financing would be
considered as proposed for CATS, below).
Series 3: CATS Notes – These funds are to come in at the end of construction. We
have assumed that they would be available on 7/1/18. This is a 25% contribution of
construction costs and we assume the need to net fund to obtain these funds during the
earlier construction period. These revenue anticipation notes become the second bond
sale.
Series 4 – JPA (TIF-backed) Notes – As mentioned previously, there are no TIF
revenues on day one, and yet the TIF is the Project’s most powerful revenue creator. So
we want to sell TIF-secured bonds last to see how much TIF revenues are created
before sale so we are closer to the point of a stand-alone TIF transaction. Again, from a
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credit perspective, this would be a very large, well-diversified TIF district. With a large
($1.327 billion) base value there is a fair amount of potential “volatility”9 in the TIF
revenues, but otherwise a very solid credit. GS recommends that the JPA issue shortterm (1-3 year) Bond Anticipation Notes (BANs)10 secured by a State of NC guarantee,
with debt service to be covered by tax increment. They assumed capitalized interest
throughout construction, as we don’t know exactly when tax increment revenues will flow
in. At a near point in the future (GS assumed July 2018) these notes will be restructured
(potentially along with the assessment bonds) into a stand-alone, solely TIF secured
bond issue. GS aggregated surplus tax-increment revenues during construction and
used those as a source in the refinancing.
See Attachment 2 for a memo by GS which provides more details on their proposed approach.

Bond Financing Discussion
Both the financing approach suggested by Stone & Youngberg and the approach suggested by
Guggenheim Securities are viable for the Project.
The analysis shows that the projected tax revenues will provide funding in excess of the
level required for the bonds needed to support the local share of the Project costs.
Based on the projected annual bond debt service payments provided by the underwriters, by
the date when the Project begins operating, the tax revenues will be double the amount
necessary to meet the bond debt service. That coverage factor will allow the tax revenues to
pay the local share of the operating and maintenance (O&M) costs for the Project.
In addition, as the coverage ratio continues to increase over the life of the Project, the JPA will
review on an annual basis the tax revenues that make up the Revenue Available Payment. At
an agreed-upon point (such as the time when Revenue Available Payments achieve a 2
coverage factor, after debt service and the local share of the O&M costs) the JPA will determine
whether the TIF share of the tax increment can be reduced from the 75/25 split, and whether the
special assessments can be reduced from .75/$100 of assessed value. If it is determined that
these reductions in TIF share and assessment rate can be achieved, each jurisdiction would
retain a greater share of the tax increment from the UBD, and annual costs to the incomegenerating property owners in the UBD would decrease.

4.2

P3 APPROACH OPPORTUNITIES FOR PUBLIC PRIVATE PARTNERSHIP

The following section provides: 1) a general overview of Public-Private Partnership (P3) delivery
methods for rail transit systems; and 2) a preliminary assessment of two alternative P3 delivery
options for the Project. This preliminary assessment makes a series of simplifying assumptions,
and the results are therefore to be seen as orders-of magnitude.
9

Volatility: a TIF credit term where you divide the incremental value by the base value to determine the potential volatility in TIF revenues
based upon changes in the overall property valuation.
10

BAN: A short-term interest-bearing security issued in the anticipation of larger future bond issues.
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Overview of Public-Private Partnerships for Rail Transit Systems
There is a wide range of delivery and financing methods that allow for different levels of control,
risk and responsibility allocation between public and private partners. Identifying a procurement
strategy from the range of alternatives for a given project first requires a clear identification of
policy goals, procurement goals, project risks, and sponsor resources and risk preferences. All
of these factors then need to be matched with the specific risk allocation provided under various
delivery options. The ultimate goal of the procurement strategy is to meet policy and
procurement objectives and generate cost and schedule efficiencies by allocating project risks
to the parties best able to manage them.
Contractual agreements categorized as “public-private partnerships” (P3) generally exhibit the
following characteristics:
Long-term agreement between public and private parties,
New construction, rehabilitation, and/or enhancement of infrastructure assets along with
the provision of services,
Sharing of risk and rewards between public and private parties.
This definition covers agreements with a higher level of integration among design, construction,
operation, and maintenance activities such as Design-Build-Operate-Maintain (DBOM) and
Design-Build-Finance-Operate-Maintain (DBFOM) (see Sections 4.2.2 and 4.2.3 below).11
While P3s have been used overseas extensively for rail (45 rail transit P3 projects outside of the
U.S. since 2005 were identified), their use has been very limited in the U.S. Table 6 below lists
five U.S. rail P3 projects that have reached financial close, and one Design-Build-Finance
(DBF)12 project that is in active procurement. In contrast, DBFOM contracts have been used
extensively in Europe for transit rail projects, where dense urban areas make rail an attractive
transit option (see Table 7 listing eleven projects executed from 2008 to 2010). Rail projects
delivered through DBFOM (as well as DBOM) generally need to be sufficiently large in terms of
project cost (value) in order to attract private capital, justify the transaction costs, and generate
competition to attract large contractors with the necessary expertise.

11

Although private financing is not a requirement, some practitioners reserve the term “public-private partnership” for contracts involving
private debt and equity.
12
In essence, a DBF arrangement is a design-build procurement with short-term gap financing arranged by the private contractor.
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Table 6: U.S. Rail P3 Projects13
Project Name

Type

Los Angeles Metro Gold Line Foothill Extension Ph 2A Greenfield

Status

As of

Contract

Concession
Period

Length
(miles)

Total
Public
Value
Funding
($USDm) ($USDm)

RFP

Aug-10

DBF

n/a

11.5

*450

*450

Brownfield

Financial Close

Aug-10

DBFOM

34 years

34.0

2,100

1,100

Oakland Airport Connector

Greenfield

Financial Close

Dec-09

DBOM

20 years

3.2

484

484

Las Vegas Monorail (Nonprofit Public Benefit Corp.)

Brownfield

Financial Close

2000

DBFOM

50 years

3.9

650

0

JFK Airtrain

Greenfield

Financial Close

1998

DBOM

15 years+

8.1

1,900

1,900

Hudson-Bergen Light Rail Initial Operating Segment

Greenfield

Financial Close

1996

DBOM

15 years

9.5

2,200

2,200

Denver Eagle P3

* Estimated
+

Five year construction period and two five-year options for operations

Table 7: Sample Recent International Light Rail P3 Projects
Project Name

Zaragoza Tramway Line 1 PPP
Groningen RegioTram PPP
Nottingham Express Transit Phase Two
Tranvia De Murcia Line One PPP

Country

Type

Spain

Greenfield

Netherlands
Greenfield
United Kingdom Expansion

Status

As of Contract

Financial Close Nov-10 DBFOM
RFP
Approval

Public
Concession Length Total Value
Funding
Period
(miles) ($ USDm)
($ USDm)
35 years

8.0

480

270

Nov-10 DBFOM
Oct-10 DBFOM

25 years
23 years

7.5
10.8

420*
1085*

n/a
n/a

Spain

Greenfield

Financial Close Sep-10 DBFOM

40 years

n/a

359

-

Belgium

Expansion

Financial Close Aug-09 DBFOM

35 years

9.3

259

-

Delhi Airport Rail Link PPP

India

Greenfield

Financial Close Mar-09 DBFOM

30 years

n/a

562

-

Sao Paolo Metro Line No 4

Brazil

Expansion

Financial Close Oct-08

N/A

30 years

n/a

399

-

Reims Tram Project

France

Greenfield

Financial Close

DBFOM

30 years

6.2

554

167
117

Brabo 1 Antwerp Tram PPP

Edinburgh Tram Phase One

United Kingdom Greenfield

Jul-08

Financial Close May-08 DBOM

15 years

11.2

1002

Metro Sul do Tejo Expansion

Portugal

Expansion

Financial Close Apr-08 DBFOM

n/a

n/a

159

-

Puy De Dome Rack Rail Train PPP

France

Greenfield

Financial Close Mar-08 DBFOM

35 years

n/a

120

93

* Estimated

The evaluation of risks and the assessment of procurement goals and broader public policy
objectives associated with the Project suggests that a single entity should be responsible for the
design, construction, operation and maintenance of the Project as a sponsor for procurement.
The Project “Sponsor” is proposed to be the JPA.
Two procurement models would fit this initial vision: a DBOM and a DBFOM. These two models
are presented in the remainder of this section, which concludes with the results of the
preliminary financial feasibility for the procurement of the Project under these two alternatives.

Design-Build-Operate-Maintain (DBOM)
The Design-Build-Operate-Maintain (DBOM) model is an integrated P3 delivery method that
combines the design and construction responsibilities of a fixed price Design-Build (DB)
procurement with performance-based operation and maintenance (O&M) contracting for a
specified period of time (usually 15 to 30 years), thereby transferring risks associated with
design, construction, rolling stock procurement, systems integration and long-term operations

13

In the transportation P3 sector, “brownfield” projects usually refer to existing assets that require rehabilitation as opposed to “greenfield”
projects, which correspond to new system deployment.
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and maintenance and incentivizing the private partner to implement best practices in asset
management over the duration of the contract. DBOM provides not only all the advantages of a
fixed-price DB contract, but also greater incentives for:
1. On-time delivery (as the private partner’s payments generally start with revenue
operations)
2. Life-cycle cost optimization and system and service quality (through the use of
performance-based O&M contract requirements and operator input during the design)
3. Improved budget visibility for the JPA
The DBOM model (as well as DBFOM, which includes financing into the scope, as discussed
below) is particularly attractive for rail projects where the concessionaire’s14 team generally
includes rolling stock and systems manufacturers as well
as an operator, thereby facilitating systems integration.
Availability Payments
Availability payments (APs) are a
means of compensating a private
partner for the provision of a service
achieving a specified level of
performance. These payments are
made by the public sponsor using
public funds based on the availability
of the service and overall performance
criteria defined in the concession
contract. When these conditions are
met, the system is said to be
“available,” and the corresponding AP
is paid in full. When the performance
conditions are not fully met, the AP is
reduced based on rules defined in the
concession contract and on the actual
level of performance achieved. APs
are used in DBOM and DBFOM
concession contracts and generally
allow for rate escalation to account
for inflation. Depending on legal
requirements, APs may or may not
count toward the debt ceiling of a
public sponsor.

DBOM and DBFOM agreements usually take the form of
concession contracts or lease agreements.
Some
DBOM contracts use options to extend the O&M period.
When such options are used, the contract needs at least
to include an initial operating period or the benefits of
integrations may be lost.
In exchange for the delivery, operations, and long-term
maintenance of the system, the private partner may have
the right to collect the revenue from the JPA and/or is
compensated through a payment for services based on
performance specifications for the duration of the
contract, referred to as “availability payment” (see
sidebar).
Under a DBOM, the JPA is responsible for securing
funding and financing for project and retains revenue risk
once the project is operational.

In the U.S., the Oakland Airport Connector, the JFK
Airtrain, and the NJ Transit’s Hudson Bergen Light Rail
Transit Initial Operating Segment were delivered using
DBOM contracts ranging from 15 to 20 years (see Table 6). NJ Transit chose a DBOM
primarily to achieve greater cost and schedule efficiencies and to mitigate coordination
problems during the design, construction, and commissioning phases. NJ Transit estimated
that the move to DBOM made it possible to achieve revenue service approximately four years
sooner than originally planned.

14

“Concessionaire” is a term used for the private partner in a P3.
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Design-Build-Finance-Operate-Maintain (DBFOM)
The P3 Design-Build-Finance-Operate-Maintain (DBFOM) model15 offers a completely
integrated delivery method that combines the design and construction responsibilities of a fixedprice design-build procurement with performance-based O&M contracting and private-sector
financing for a fixed and usually long period of time. The duration of a DBFOM concession is
primarily driven by asset replacement cycles, hand-back requirements, and funding and
financing terms. Concession periods for DBFOM contracts generally range from 25 to 35 years,
although longer contracts have been executed for 50 and up to 99 years. In more mature
markets such as in Europe, contracts are generally in the 25 to 35 year range.
As with DBOM procurements, the responsibility for performance of O&M activities (and the
performance risk) in the long-term is transferred to the private partner, creating incentives to
optimize life-cycle costs. In addition to the benefits resulting from integration provided by DBOM
procurements, DBFOM procurement comes with the additional oversight of equity and debt
providers who will diligently review the project documentation and oversee the delivery of
project assets and services to ensure the security of the revenue stream that will be used to
repay their funds. In nearly all cases, the JPA retains full ownership over the project assets
throughout the concession period, although tax ownership can be (and usually is) transferred to
allow for tax depreciation. There is a great deal of variety in DBFOM arrangements and
especially in the degree to which financial risks are actually transferred to the private sector.
For rail projects, the JPA retains control over fare revenue and fare setting policy and
compensates the private partner through an availability payment (AP). The AP covers all O&M
costs and rehabilitation and replacement costs incurred by the private partner for operating the
service over the life of the concession and provide appropriate return to debt and equity
providers. Additional payments, termed milestone payments, are sometimes made during
construction to encourage the achievement of particular milestones or reduce the financing
needs of the Project.
Contracting and financing for the Project delivered under a DBFOM generally requires the
incorporation of a new concession company created for the sole purpose of the Project called a
special-purpose vehicle (SPV). The SPV is the recipient of Project revenues whether they are
user fees (e.g. fares, parking fees) or public funds (e.g. availability payments), which are
leveraged to issue bonds or other debt on a non-recourse basis and pay for project
development costs. An SPV structure is also generally used for DBOM contracts.
In all cases, private partners are required to make direct equity investments into the SPV with
leverage generally varying from 70% to 90% depending on the project risks and liquidity in the
debt capital market. Equity from different sources can be invested at various stages of the
project with equity investments generally first required during the construction period. Equity
investors hold a junior claim on project revenue and generate a return only if the concession can
cover its O&M costs, debt service, capital investment obligations, and reserve requirements. As
such, equity is the most risky and most expensive form of capital and generally requires a return

15

DBFOM is also sometimes referred to as DBFO, Build-Operate-Transfer or BOT.
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on the order of 10% to 15% (up to 18-20% in some cases) with early investors requiring higher
return for a higher degree of risk than later-stage investors.
Debt and equity providers in DBFOM concessions impose strict discipline on the Design-Build,
manufacturer, system providers, and O&M contractors working for the SPV through contractual
structures that include enforceable liquidated damages, security packages, and warranty
provisions forcing the concessionaire to manage risk proactively.
The Denver Regional Transportation District of Denver (RTD)’s Eagle P3 project is the first
DBFOM project to close in the U.S. and is currently being delivered through a 36-year
concession based on availability payment (i.e., the RTD retained control on fare policy and
associated farebox risks). For the $2.0 billion Eagle P3 project, the private sector proposal was
$300 million lower than RTD’s budget and the proposed construction period calls for start of
revenue service nearly one year earlier than originally planned by the RTD.
Other projects before the Eagle P3 project actively considered DBFOM delivery including the
BART Extension to San Francisco International Airport and the NJ Transit project described
above. Both projects however were eventually delivered through DBOM.

Early-Stage Financial Evaluation of P3 Options
This section compares the impact on Project cash flow of delivering the Project under two
potential P3 scenarios: DBOM with public financing and DBOFM. Both of these approaches
assume a single procurement for the design, construction, operation and maintenance of the
Project. These two potential P3 scenarios are described below.
DBOM with Public Financing
This scenario assumes the Project is delivered through a DBOM concession and that financing
is arranged by the JPA by leveraging Special Assessment (SA) and Tax Increment Financing
(TIF) revenues, applied as follows:
Issuance of $206 million Revenue Anticipation Notes (RANs) with 5-year maturity and
interest rates ranging from 1.9% to 3.3%
Direct pay-as-you-go use of $20 million during the first two years of construction period
(2013 and 2014)
Issuance of $226 million in 30-year SA/TIF Revenue Bond with State backstop with
annual coupon from 4.0% to 5.0% (date of issuance June 1, 2013). Repayment is
assumed to follow a level debt service schedule. 16
DBFOM
This scenario assumes that the Project is delivered using a 30-year DBFOM concession (2013
– 2043) with availability payments (AP) and milestone payments. 17 Under this scenario, SA and
TIF revenue are applied as follows:
16
17

Revenue bond proceed forecast by Stone & Youngberg assuming a AA+/Aa1 rated transaction with State of North Carolina's moral obligation.
The concession length may be extended, leading to a lower AP. However, SA/TIF revenue can only be collected for 30 years.
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Issuance of $206 million RANs with 5 year maturity and interest rates ranging from 1.9%
to 3.3%
Direct pay-as-you-go use of $87 million over the five-year construction period
The sum of the RANs and the pay-as-you-go SA/TIF revenue are used as milestone
payments during construction
The balance of the construction costs is financed by the private partner assuming 80%
leverage, the use of 30-year Private Activity Bonds (PABs) with 6.0% annual coupons,
and a 10.0% return on equity. Private financing leveraging SA and TIF revenue is
assumed to be guaranteed by the full faith and credit of the State.
The financial analysis relies on a cash flow model using initial capital construction costs
estimated at the not to exceed total of $452 million over a 5-year construction period (20132017),18 operations and maintenance (O&M) costs,19 rehabilitation and replacement (R&R)
costs,20 and fare revenue that are assumed to be the same in the two scenarios.
SA/TIF revenues are the same under the two scenarios. In the DBOM scenario, the debt service
simply replicates the forecast provided by Stone & Youngberg.
In the DBFOM scenario, the AP is sized so as to pay for the O&M costs and rehabilitation and
replacement costs incurred by the private partner for operating the service, and repay private
debt and equity.21 The AP is assumed to be a fixed annual payment starting in 2018 and
escalating at 2.5% per annum.
The methodology used for this analysis makes a series of simplifying assumptions. In particular,
it assumes no risk transfer and no efficiencies in cost or schedule generated under a DBFOM
compared to a DBOM. In addition, in both scenarios, capital construction and O&M costs were
developed based on traditional a Design-Bid-Build procurement. It also assumes that the capital
structure of the concession company (i.e., the ratio of debt and equity) does not change over the
life of the concession and there are no transaction costs. In particular, it assumes no
refinancing.

P3 Results Summary
The above assumptions result in a project that is fully funded under each of the P3 scenarios.
The sources of funds in each of these approaches are summarized in Figure 3 below.

18

Source: CATS
Ibid.
20
R&R expenditures are assumed to amount to 3% of capital costs and are incurred over a five year period starting in 2033.
21
The AP is estimated as the amount that brings the net present value of the free cash flow discounted at the private partner weighted average
cost of capital to zero; this guarantees that the debt and equity holders receive their respective return on investment.
19
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Figure 3: Preliminary Sources of Funds in P3 Scenarios—
DBOM (with Public Financing) (left) and DBFOM (right)

SA/TIF PAYGO
During
Construction
$20 M , 4%

NCDOT RAN
Proceeds
$108M, 24%

NCDOT RAN
Proceeds
$108 M , 24%
SA/TIF Bond
Proceeds
$226 M , 50%

PABs
$127M, 28%
CATS RAN
Proceeds
$98 M , 22%

CATS RAN
Proceeds
$98 M , 22%

P3 Partner, 35%

TIF/SA Applied to
Construction
PAYGO
$87M , 19%

Equity
$32 M , 7%

Figures 4 and 5 show the JPA’s annual operating cash flows under the DBOM scenario, which
includes public financing. Figure 4 shows the annual level debt service of $15 million22 and the
debt service coverage on the SA/TIF Revenue Bonds as a ratio of SA and TIF revenue to
annual debt service. This coverage grows from 1.1x in 2015 (as SA/TIF revenue are expected
to accrue prior to start of operations) and grows rapidly to reach 3.0x by 2022, continuing to
grow at a lesser pace to exceed 4.0x by 2040, matching the rate of growth of the anticipated
SA/TIF revenue given the assumed level debt service. Given the higher coverage in the later
years, coverage in the early years could be increased by slightly modifying the payment
schedule in the early years.
Figure 5 shows the ratio of total revenue (including SA/TIF revenue, fare revenue, and
incremental federal formula funds) to the sum of debt service O&M costs and less rehabilitation
and replacement (R&R) costs. With a State guarantee, the credit quality of the revenue bonds
does not depend on the ability of the Project to pay for its O&M and R&R costs. However, from
the State’s perspective, the ratio of total revenue to total costs is a better measure of the State’s
exposure in case of revenue shortfall. It should be noted that incremental federal formula funds
have been included as part of total revenue for the purpose of this calculation.
O&M costs grow at a compounded annual growth rate (CAGR) of 4.7% from $13 million in 2018
to $34 million in 2043.23 R&R expenditures amount to $36 million, incurred from 2033 to 2037.
The ratio of total revenue to total costs in Figure 5 grows from 1.1x in 2015 to 1.7x at the end of
the construction period, then decreases to 1.2x with the start of operations in 2018 (reflecting a
cost recovery ratio below 1.0), and then grows steadily to exceed 2.0x by 2023. Coverage drops
22
23

Source: Stone & Youngberg.
Source: CATS
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below 2.0x between 2033 and 2037 due to R&R expenses24 but otherwise remains around 2.0x
until 2041 (reflecting similar growth rates for revenue and O&M costs over that period).

Figure 4: DBOM scenario—Annual SA/TIF Debt Service
vs. Annual SA/TIF Revenue (and Associated Coverage)
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The creation of an R&R reserve would allow ‘smoothing’ these cash flows and achieving a more stable coverage ratio.
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Debt Service Coveerage Ratio

3.50x

$80

Figure 5: DBOM scenario—Annual Total Revenue
vs. Debt Service, O&M Costs, and Less R&R Costs
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Figure 6 shows the JPA’s sources and uses of funds during construction and operation under
the DBFOM scenario. The sum of the proceeds from the State RANs and CAT’s RANs, as well
as $87 million in direct SA/TIF funds, are used as milestone payments to the private partner
during the construction period (2013-2017).
During operations, under the current assumptions, it is anticipated that the sum of SA/TIF
revenue, incremental federal formula funds, and fare revenue will be sufficient to cover the AP.
The AP is sized so as to pay for O&M costs and R&R costs while providing the required returns
to debt and equity holders, respectively. The AP is estimated at $30 million in 2018, growing at
a 2.5% CAGR to $56 million in 2043.
Figure 6 also shows the ratio of total revenue (including SA/TIF revenue, fare revenue, and
incremental federal formula funds) to the availability payment.25 As 5307 formula funds take two
years to flow to the JPA from the start of operations, the first two years show revenue exceeding
25

This ratio is a comparable metric to the ratio of total revenue to the sum of debt service O&M costs and less R&R costs presented in Figure 3.
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the AP by a smaller ratio than for the remainder of the forecast horizon, at 1.1x and 1.2x
respectively. With SA/TIF growing faster than the 2.5% assumed annual growth rate for the AP
and the addition of 5307 formula funds in 2020 and 5309 rail modernization funds in 2027,26 the
AP coverage grows, approaching but staying below 2.0x by 2029. From 2029 to 2047, total
revenue is assumed to grow at 2.0% per annum compared to 2.5% for the AP, resulting is a
steadily decreasing AP coverage, down to 1.7x in 2047.

Figure 6: DBFOM Scenario—JPA’s Sources and Uses of Funds
During Construction and Operation
2.5x
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Preliminary P3 Conclusions and Next Steps
This analysis demonstrates that under the current revenue and cost assumptions, revenue
from a P3 approach would be sufficient to cover O&M costs and R&R costs over a 30year horizon, as well as finance charges under a public or private financing alternative.
Under both P3 scenarios, the JPA would be the recipient of SA/TIF funds, fare revenue, and
federal formula funds associated with the new service. In the P3 DBOM scenario, the JPA
26

Federal formula funds including 5307 and 5309 and are approximated.
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would issue the SA/TIF revenue bonds and be responsible for the payment of O&M costs and
R&R costs to ensure that the system is maintained in a state of good repair. Under the P3
DBFOM scenario, the JPA would be the grantor of the concession and pay the private partner
an annual availability payment. Under both scenarios, a State guarantee is required to cover
any shortfall. Under both scenarios, excess revenue (i.e. revenue above the SA/TIF debt
service, O&M costs, and R&R obligations in the DBOM scenario; revenue above the Availability
Payment in the DBFOM scenario), if any, would be available to the JPA for distribution back to
the JPA members after adequate funding of reserves. Such a redistribution formula should be
established as part of the establishment of the JPA.
As noted in Chapter 2, the methodology used in this analysis makes a series of simplifying
assumptions. The results are therefore to be seen as orders-of magnitude. In particular, the
analysis does not take into account any risk transfer and efficiencies in cost or schedule
generated under a DBFOM compared to a DBOM and relies on capital and operating cost
forecast developed under a Design-Bid-Build procurement assumption.
As part of the next steps, it is recommended to update the capital construction and O&M cost
forecasts, taking into account the procurement model and including an evaluation of risk
transfers and efficiencies that could be achieved under a DBOM and DBFOM, respectively. A
comprehensive business case (including a value-for-money analysis) should be developed so
as to assess the tradeoffs between the lower financing costs afforded by the use of SA/TIF
revenue bond structure and the higher efficiencies and risk transfers that can be achieved under
a DBFOM.
The business case should also clearly establish the procurement goals and the respective pros
and cons for the JPA of the alternative P3 procurement models under consideration and
document the legal authority of the JPA to use the proposed delivery options.
A procurement schedule should also be developed in the very near term under the alternative
procurement models under consideration so as to ensure adequate time for sound decision
making and preparation of procurement documents.
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CHAPTER 5: PROJECT GOVERNANCE
As mentioned above, the Red Line Task Force unanimously approved a set of four policy
statements on August 24, 2011 as the foundation for Business/Finance Plan development. One
of these policy statements affirmed that the Project will pursue a unified benefit approach to
maximize regional value creation, value capture and value distribution. Establishing a UBD for
the Project will streamline the development process and facilitate an investment that is more
attractive to potential project financiers.
This type of unified district approach is often administered for projects of regional significance
via a Joint Powers Authority (JPA), an entity allowing two or more local agencies to operate
collectively on projects determined to be of regional need and purpose. JPAs are distinct from
traditional inter-local agreements, which represent a “segmented” approach to project delivery,
rather than the “unified” approach recommended by the Red Line Task Force.
Joint powers are exercised when the public officials of two or more jurisdictions agree to create
another legal entity or establish a joint approach to work on a common problem, fund a project,
or act as a representative body for a specific activity. Under North Carolina law (see details
below), joint powers can be used to create a JPA, a new organization that is legally created by
but completely separate from the member agencies. Importantly, JPAs themselves do not
create new powers—instead, they provide a vehicle for the cooperative use of existing
governmental powers.
Forming a new government agency via a JPA is the recommended approach, when, in seeking
a joint approach, an agreement’s terms are complex, or if one member agency cannot act on
behalf of all members to fulfill the regional purpose. JPAs are different from other forms of
government because they are the only type of government formed by mutual agreement. JPAs
are not formed by signatures on petitions, and they are not approved by a vote of the people.
Public agencies create JPAs voluntarily.
Rail agencies in other states have often partnered with local jurisdictions via JPAs. Through
such authorities, the partners can collaborate to establish common goals and ensure that the
design for the passenger rail needs are integrated with the freight rail needs and are
accommodating of surrounding development. The local jurisdictions creating a JPA choose
those specific powers to grant it, and establish the new entity via contract among the
participating jurisdictions. Prospective investors look to the JPA to guarantee the value capture
revenues generated by the participating jurisdictions.
This chapter provides the statutory authority for the use of JPAs in North Carolina for the
purposes envisioned for the Project. It then details recommendations for how this particular JPA
would function, and concludes with perspective on the role of the State of NC in the Project and
other similar projects of regional significance.
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For more background on JPAs and detailed case studies of the successful use of JPAs for
funding and governing rail projects around the country, see Appendix D: JPA Memo.
5.1

North Carolina Enabling Legislation

According to existing North Carolina statute, Chapter 160A cities and towns (Article 20,
Interlocal Cooperation; Part 1, Joint Exercise of Powers), JPAs are permitted as a type of interlocal cooperation agreement. Excerpts are provided below.
State of North Carolina Statute
Chapter 160A. Cities and Towns
ARTICLE 20 Interlocal Cooperation
Part 1 Joint Exercise of Powers
[Note: The following section is commonly cited in support of traditional inter-local agreements,
which represent a segmented approach to delivery of regional projects.]
160A-461. Interlocal cooperation authorized.
Any unit of local government in this State and any one or more other units of local
government in this State or any other state (to the extent permitted by the laws of the
other state) may enter into contracts or agreements with each other in order to execute
any undertaking. The contracts and agreements shall be of reasonable duration, as
determined by the participating units, and shall be ratified by resolution of the governing
board of each unit spread upon its minutes.
[Note: The following is the section of particular relevance for the Project. It provides authority for
creating joint agencies, such as the JPA, that would implement a regional project according to
the unified approach proposed for the Project.]
160A-462. Joint agencies.
(a) Units agreeing to an undertaking may establish a joint agency charged with any or all
of the responsibility for the undertaking. The units may confer on the joint agency any
power, duty, right, or function needed for the execution of the undertaking, except that
legal title to all real property necessary to the undertaking shall be held by the
participating units individually, or jointly as tenants in common, in such manner and
proportion as they may determine.
(b) The participating units may appropriate funds to the joint agency on the basis of an
annual budget recommended by the agency and submitted to the governing board of
each unit for approval.
The North Carolina Revenue Bond Act (Article 5 of Chapter 159; 159-80 and following) permits
revenue bonds to be issued for a public transportation system and for economic development.
It also specifically authorizes the use of the Revenue Bond Act by Joint Agencies (JPAs),
by defining the term “Municipality” to include joint agencies under Article 20 of Chapter 160A.
As a result, there is express statutory authorization in North Carolina for issuance of
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revenue bonds by a joint agency. In addition, the revenues that the JPA can pledge toward a
revenue bond can include TIF and Special Assessment District revenue as well as revenues
derived from a contract with the US, the State or an agency thereof.
5.2

Creating a JPA: Recommendations for the Project

The formation of the JPA begins when public officials negotiate a formal agreement that spells
out the member agencies’ intentions, the powers that they will share with the JPA, and other
mutually acceptable conditions that define the intergovernmental arrangement. Each member
agency’s governing body then approves the joint powers agreement.
The proposed structure for the JPA envisions a limited-power regional agency formed expressly
for the purpose of facilitating the Project. This new entity would be closely related to and
controlled by its member agencies through representation on the JPA Board.
According to North Carolina statute, Chapter 160A (Article 20, Interlocal Cooperation; Part 1,
Joint Exercise of Powers), any contract or agreement establishing a new JPA must specify nine
items. These nine items, cited verbatim from the statute, are listed below along with suggestions
for how each would be handled in the context of the JPA for this Project.
1) The purpose or purposes of the contract or agreement;

The JPA will be established to facilitate the streamlined design, building, operations,
maintenance and financing of the Project. This JPA will be created by consensus and according
to the explicit consent and specifications of its member jurisdictions. In creating the JPA,
member jurisdictions will rely where appropriate on national precedent (including lessons
learned) from other similar JPAs implemented for regional rail projects.
In forming the JPA, the purpose will be defined to include both “The Project” and “Phase II” as
described below. Together, these two undertakings describe a potential North Corridor
stretching over 50 miles from I-40 at Lowe’s Global Distribution Center to downtown Charlotte at
the Gateway Station. This approach to planning and implementation has been used by other
JPAs (e.g., Northstar Corridor Development Authority, the JPA for Minnesota’s 82-mile
Northstar Corridor).
The Project: South Mt. Mourne Station in Mooresville to Gateway Station in Charlotte. 25
miles. The current Business/Finance Plan includes funding and financing plans for this
undertaking.
Phase II: South Mt. Mourne Station in Mooresville to I-40 at Lowe’s Distribution Center.
25+ miles. While funding and financing for Phase II is not currently incorporated into the
Plan, planning for and implementation of Phase II will be an essential duty of the JPA.
2) The duration of the agreement;

The JPA agreement is proposed to last 30 years, to cover the full 30-year period of Project
financing agreements. In order to avoid potential disruptions at the end of the initial agreement
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period, it is recommended that after 30 years, member jurisdictions’ agreements with the JPA
be maintained in continuous force until otherwise terminated.
3) If a joint agency is established, its composition, organization, and nature,

together with the powers conferred on it;
The JPA is envisioned as a new regional governing body, formed and controlled by its nine
member jurisdictions. These nine jurisdictions are: Mecklenburg County; Iredell County; the
Towns of Mooresville, Davidson, Cornelius, and Huntersville; the City of Charlotte; Charlotte
Area Transit System; and the State of North Carolina. The structure of the JPA, as described in
this Business/Finance Plan, is designed to ensure that all member jurisdictions have a stake in
the JPA’s performance, and are closely involved in its management and success. The JPA will
have sole operating and management authority for the Project.
According to North Carolina law, only local governments can be members of a JPA. CATS, as a
department of the City of Charlotte, is not a local government in its own right, but would be
included in the JPA as part of the City. In order to include the State as a formal JPA member,
the State will enter into an agreement with the JPA regarding its participation.
A Board will be formed to serve as the governing body for the JPA. Representatives will be
appointed by each jurisdiction. Representation of the 18-member JPA Board of Directors is
proposed as follows:
State of NC: two members
City of Charlotte—CATS: two members
City of Charlotte—non-CATS: two members
Town of Huntersville: two members
Town of Cornelius: two members
Town of Davidson: two members
Town of Mooresville: two members
Mecklenburg County: two members
Iredell County: two members
Each member agency will choose as representatives: 1) a senior executive of the jurisdiction
(staff); and 2) a citizen leader (not a government employee or elected official). A Board Chair
and Vice Chair will be elected every two years for a two-year term, with elections being
conducted by the Board itself.
Board responsibilities will include:
Conduct strategic planning
Create JPA policies, including Operating Guidelines, and provide ongoing policy
direction
Hire JPA Executive Director
Approve contracts (see Item 4, below, for contracted functions)
Approve annual budget (prepared by Executive Director)

42

Red Line Regional Rail: Draft Business/Finance Plan
November 30, 2011

Approve annual report (prepared by Finance Director and Executive Director)
Issue quarterly progress reports and Board meeting minutes (prepared by Executive
Director and Board Chair)
Appoint Board positions
Retain third-party independent auditor for annual audit
It is recommended that the JPA Board meet quarterly, with meetings open to the public and
noticed according to North Carolina's Open Meeting law in Chapter 143 Article 33C. Afterward,
meeting minutes will be published on the Project website (website to be developed in 2012).
As part of its role in creating policy, one of the first duties of the JPA Board will be to facilitate
the creation of Operating Guidelines for the Project. These guidelines will be developed in
cooperation with all Project stakeholders, including any private P3 partners and Norfolk
Southern. The Operating Guidelines, to be updated annually, will be designed to balance the
need for revenue and service with quality-of-life concerns such as environmental impact and
noise. The Guidelines will cover details relevant to O&M and local relations, including plans for
dispatching, schedules and limitations on passenger and freight trains. For more background,
discussion and recommendations on the topic of integrating freight and passenger rail
operations (and associated freight- and transit-oriented development), see Appendix C:
Freight-Oriented Development Guidance Memo.
As noted above, we recommend that the JPA Board be required to issue a detailed progress
report each quarter to all members. The Executive Director will develop these reports, working
with the Board Chair, for Board approval prior to posting on an established Project website. The
format for these progress reports would first be developed and approved by the Board. Content
would likely include budget updates, status of any contracts or ongoing construction of the
Project, and status of planning for Phase II.
As stated above, according to NC law, the JPA will have only those powers conferred to it by
consent of all member jurisdictions. The proposed set of powers to be conferred on the JPA, all
of which are existing powers of the member jurisdictions themselves, are as follows:
Ability to receive revenues
Ability to issue bonds (based on revenues from member jurisdictions)
Ability to allocate/spend money within the RLRR Benefit District (only on expenditures
approved as part of the project budget)
Ability to own assets, except real property
Ability to enter into contracts
Ability to sue (or be sued)
In addition to specifying those powers granted to the JPA, creation documents should specify
those powers explicitly excluded from the JPA’s purview. The most important exclusion
identified to date is that the JPA be specifically forbidden to levy any new taxes. This JPA would
be able to receive revenues (via Tax Increment Financing, Special Assessment, Joint
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Development and Negotiated Agreements) from member jurisdictions, but would not be able to
institute any taxes.
4) The manner of appointing the personnel necessary to the execution of the

undertaking;
The JPA is proposed to directly employ staff to fill the following three positions:
Executive Director, hired by the Board
Finance Director, hired by the Executive Director
Project Coordinator/Administrative Assistant, hired by the Executive Director
In order to fulfill its stated mission, the JPA will need to undertake a number of key functions,
some of which are “internal” functions to be handled by JPA staff, and other “contract” functions
which will be outsourced to a member jurisdiction or private third party contractor/consultant.
The contracting process (including proposal solicitation) would be coordinated by JPA staff; all
contracts would be subject to Board approval.
Table 8 outlines the JPA’s proposed primary functions, whether internal or to be contracted out,
and the proposed method for executing each.
Table 8: JPA Functions
JPA Function
Strategic Planning
Administration / Governance, including
Legal and Intergovernmental Affairs
Financial Management, including Budgets
and Annual Reports
Operations & Maintenance

Type
Internal
Internal

Planning for both Phase I and II

Contract

Project Development / Execution, including
Design and Construction Management
Communications / Public Relations
Legal / Bond Finance / P3 Procurement

Contract

Internal
Contract

Contract
Contract

Personnel / Notes
Board
Executive Director
Finance Director. Must also
appoint treasurer and auditor.
Member jurisdiction or third
party. Ongoing, long-term.
Member jurisdiction or third
party. Some ongoing functions,
some discrete projects.
Third party, discrete projects
Third party, as-needed
Third party. Heaviest at JPA
inception (2013).

In addition to the three staff members and the 18-member board, the JPA in consultation with
member jurisdictions may choose to form one or more Technical Advisory Committees (TACs).
These committees would be convened solely for the purposes of providing technical support
and advice to the JPA Board. TACs would meet as directed and needed throughout
implementation of the Project and Phase II to provide technical guidance and insights.
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TAC membership would be split evenly between Board members and non-members. It is
recommended that the JPA create at least the following three TACs:
1. Planning Technical Advisory Committee, charged with providing transportation and land
use planning expertise to:
a. Facilitate appropriate development around the Project, working to support
existing jurisdictional planning, zoning and other relevant policy.
b. Work with consultants to plan for Phase II from Mooresville to I-40.
c. Anticipate and work through any potential local land use concerns related to
Project impacts.
2. Economic Development Technical Advisory Committee, charged with providing business
and development expertise to:
a. Engage the business community and economic development interests
throughout the region, including the Lake Norman Transportation Commission,
Economic Development Corporations, Chambers of Commerce and Norfolk
Southern Railroad, to support Project planning and implementation and maximize
the potential for economic development stimulus from the Project.
3. Communications/PR Technical Advisory Committee, charged with providing
communications and media expertise to:
a. Develop communications and PR strategy for the Project and Phase II.
b. Work with member jurisdictions and contractor/consultants to promote the project
and educate the public, reviewing work products and coordinating events as
necessary.
5) The method of financing the undertaking, including the apportionment of costs

and revenues;
This Draft Business/Finance Plan provides details on the proposed financing method and
apportionment of Project costs and revenues. The JPA’s role in project financing is as follows:
the JPA will receive the revenues generated by local member jurisdictions, CATS and NCDOT,
and will issue bonds for Project costs based on contributions.
Following the Red Line Task Force Project Summit on December 13, 2011, this Draft
Business/Finance Plan will enter a three-month review and discussion period in which all nine
participating jurisdictions will conduct review and analysis. At the end of this review period, the
Business/Finance Plan will be revised to form a “Consensus” Business/Finance Plan to be
delivered by April 2nd 2012, for consideration by each jurisdiction in their formal hearings
process. The Consensus Business/Finance Plan will be incorporated by reference into the JPA
creation documents. In this manner, the agreements that create the JPA will include all value
capture funding mechanisms, contributions from tax increment financing, special assessments,
joint development and negotiate agreements within the established UBD.
6) The formula for ownership of real property involved in the undertaking, and

procedures for the disposition of such property when the contract or agreement
expires or is terminated;
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According to North Carolina law, joint agencies such as this JPA cannot own any real property.
All real estate involved in the Project will remain in possession of its current owners, under the
sole governmental control of the member jurisdictions. The JPA would receive the authority to
own non-real property assets associated with the Project; details of which will be determined by
the nature and goals of any agreements with potential financial and/or operational partners.
7) Methods for amending the contract or agreement; 8) Methods for terminating the

contract or agreement;
Amendments and termination of the contracts forming the JPA will require consent of each
member jurisdiction, unless a determination is made that the amendment would not adversely
affect the ability of the JPA to satisfy its contractual obligations (including bonds). A member
jurisdiction could withdraw by paying its share up-front (which would represent a defeasance of
its obligations).
9) Any other necessary or proper matter.
Joint powers agreements typically protect their member jurisdictions from the debts and/or other
liabilities of the JPA. This is a critical stipulation that would be expressly incorporated into this
JPA.
Another critical stipulation relates to local control of local Project-related infrastructure
improvements. The JPA will provide to the member jurisdictions, at their request, funding for
local station area improvements included in the Project, once the member jurisdiction has: 1)
developed an adopted Station Area Plan, 2) concluded (through a cost analysis) that it is more
efficient and effective for them to perform the work instead of the JPA, 3) prepared design plans
and construction specifications, 4) prepared bid documents and put the project out to bid, and 5)
selected the contractor under the terms of a maximum guaranteed bid for the work. The funds
would then be provided to an escrow account created by the member jurisdiction. Each member
jurisdiction would bear the responsibility for contract administration, fund disbursement, project
management, cost containment and construction inspection.
5.3

State Leadership and Support

At the request of the Red Line Task Force and the Secretary of Transportation, NCDOT and its
consultants have taken a leadership role in facilitating the scoping, planning and
review/adoption process for the Project. The appropriateness and necessity of the State’s
support has been evidenced by the recognition by the member jurisdictions that they are
otherwise unable locally and individually to advance the Project due to complex and
complicated cross-jurisdictional political, strategic and financial challenges.
The State is uniquely suited to apply its strategic position and transportation expertise to
advance regional transportation projects. NCDOT involvement is particularly productive for
regional rail projects, given its unique wealth of rail knowledge, expertise and experience.
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The State of North Carolina has a history of providing backing and support for bond issues on
priority projects of regional and statewide significance. Based on preliminary assessments,
NCDOT has begun the analysis process to determine the merits of State investment in the
Project. As part of this process, the State will closely examine the proposed financing program,
potentially leading to a formal commitment of:
1. State funding for 25 percent of the project capital construction costs;
2. State’ funding for 25 percent of ongoing operations and maintenance costs; and
3. State backing of the bond financing package outlined in the Consensus
Business/Finance Plan.
The anticipated State backing would cover any annual shortfalls in the debt service, to be repaid
to the State as the Revenue Available Payments exceeded the amount necessary for debt
service and the local share of the operations and maintenance costs.
The State, via NCDOT, will also take a lead role in renegotiating the shared use agreement with
Norfolk Southern, and determining the exact nature and terms of their involvement in the
Project.
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CHAPTER 6: RECOMMENDATIONS
Below are the recommended actions necessary to implement the funding, financing and
governance of the Project as described in this Draft Business/Finance Plan.
6.1

Create a Joint Powers Authority (JPA)

It is recommended that Mecklenburg and Iredell Counties, the City of Charlotte, the towns of
Huntersville, Cornelius, Davidson and Mooresville, the Charlotte Area Rapid Transit System
(CATS) and the State of North Carolina approve the creation of a Joint Powers Authority with
the powers, limitations and representation as detailed in Chapter 5 of this Plan.
6.2

Initiate the Tax Increment Financing (TIF)

The following are recommended actions to initiate the Tax Increment Financing mechanism for
funding the Project:
Mecklenburg and Iredell Counties, the City of Charlotte, and the towns of Huntersville,
Cornelius, Davidson and Mooresville adopt the Tax Increment Financing Unified Benefit
District boundaries.
Mecklenburg and Iredell Counties, the City of Charlotte (with the exception of the
Gateway Station TOD) and the towns of Huntersville, Cornelius, Davidson and
Mooresville formally instruct the County Tax Collector to allocate 75 percent of the
incremental property taxes from the parcels within those boundaries to the JPA
specifically for the funding of the Project.
The City of Charlotte formally instructs the County Tax Collector to allocate 75 percent of
the incremental property taxes from privately owned parcels within the boundaries of
Gateway Station TOD in three equal amounts, one-third to the JPA specifically for the
funding of the Project, one-third to the future commuter line to Gastonia and one-third to
the future commuter line east to Monroe.
The City of Charlotte formally instructs the County Tax Collector to allocate 75 percent of
the incremental property taxes from the parcels within the boundaries of Gateway
Station in three equal amounts, one-third to the JPA specifically for the funding of the
Red Line, one-third to the future commuter line to Gastonia and one-third to the future
commuter line east to Williamsburg.

6.3

Approve Special Assessment District Financing

The following are recommended actions to initiate the Special Assessment mechanism for
funding the Project:
The City of Charlotte and the towns of Huntersville, Cornelius, Davidson and Mooresville
secure from the property owners within their boundaries the requisite percentages of
signature to adopt the Assessment District boundaries.
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The City of Charlotte (with the exception of the Gateway Station TOD) and the towns of
Huntersville, Cornelius, Davidson and Mooresville establish the special assessment rate
at .75/$100 of assessed values, and allocate 100 percent of the assessment revenues to
the JPA specifically for the funding of the Red Line.
For Gateway Station, where existing Municipal Service District (MSD) levies are in place,
set the assessment equal to the amount to bring the total assessment to .75/$100 of
assessed values. In contrast with the proposed revenue split proposed for Gateway
Station TIF revenues, 100 percent of the incremental assessment revenues required to
achieve the .75/$100 level will be allocated to the JPA specifically for funding the
Project.
6.4

Pursue Joint Developments and Negotiated Agreements

The following are recommended actions regarding joint developments and negotiated
agreements related to the Project:
Each member jurisdiction owning land that is planned for new private development
should develop the criteria for the new development and plan for the solicitation of
development partners as the market warrants.
Each member jurisdiction should prepare and adopt Station Area Plans to incorporate
land owned by the jurisdiction or where the site is privately owned to enter into
negotiations with land owners for the station development and equity transfer to the
benefit of the Project.
6.5

Fund the Operation and Maintenance Costs

It is recommended that the JPA allocate the annual Revenue Available Payments in excess of
the annual bond debt service for the local share for operations and maintenance (O&M) costs.
6.6

Implement the Financing Approach

In order to implement the recommended financing approach, the JPA should:
Select underwriters to structure the bond financing including, but not limited to: issue
Revenue Anticipation Notes (RANs) to fund the CATS and State shares of the $452
million capital construction cost, issue 30-year Revenue Bonds and utilize the Revenue
Available Payments as the “first call” on the repayment of the bonds after the local share
of the operations and maintenance costs are funded.
Select P3 approach and solicit bids under a Design, Build, Operate and Maintain
(DBOM) or Design, Build, Finance, Operate and Maintain (DBFOM) approach, to
include: the final design of the Project; the selection of the rolling stock and technical
programs to operate the system; the construction of the improvements to the Project;
and the operations and maintenance of the system for a period to be determined during
the evaluation period.
Given the competitive and attractive interest rates that can be accomplished under the bond
program outlined in Section 4.1, the preferred approach would be DBOM, as there is no need to
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include financing in the P3 structure. That is because the returns that would be required by
investors would substantially exceed the interest rates that can be achieved with the bond
structure rendering the Design, Build, Finance, Operate and Maintain (DBFOM) less efficient
than a DBOM approach. Selection of the final P3 option will be made by the JPA.
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CHAPTER 7: PROCESS AND NEXT STEPS
A five-phase process is currently underway for the Project as illustrated in the diagram below.
The delivery of this Draft Business/Finance Plan, including the public presentation at the
Summit on December 13, 2011, marks the end of Phase II and beginning of Phase III: Review,
Consensus and Adoption.

Next steps for the Project through mid-2012 are as follows:
1. Business Plan Referral. The RLTF and MTC are preparing to refer this Draft
Business/Finance Plan to all participating jurisdictions for their review and action on
November 30th, 2011.
2. Review and Approval by All Participating Agencies. Review of the Draft
Business/Finance Plan and its key components by all participating jurisdictions is
necessary to proceed.
a. Review period: Each jurisdiction will conduct their own review and analysis of the
Draft Business/Finance Plan during the first quarter of 2012. This three-month
period will culminate in the preparation and delivery by the consultant team of the
Consensus Business/Finance Plan by March 31st, 2012.
b. Adoption period: Beginning on April 2nd, 2012, all nine member jurisdictions will
conduct their own three-month formal hearing process to adopt the Consensus
Business/Finance Plan and all of its individual elements as necessary. This
process will include the MTC, who will approve CATS financial participation in the
Project, and several bodies at the State level, who will rank and assign priority to
the Project and approve State participation as described in this Plan.

Attachments
Attachment 1: Red Line Potential Benefit and Allocation District Map
Attachment 2: Bond Runs by Stone & Youngberg (Bond Underwriter)
Attachment 3: Financing Memo by Guggenheim (Bond Underwriter)
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SOURCES AND USES OF FUNDS
Charlotte Red Line Corridor
Revenue Anticipation Note, Series 2013 - Charlotte Area Transit System
** Zero Coupon **
** Assumes Participating Localities Guarantee Sales Tax Payments **
** Assumes $113 Million CATS Contribution is Made in 2018 **
Sources:
Bond Proceeds:
Par Amount

96,950,000.00
96,950,000.00

Uses:
Project Fund Deposits:
Project Fund
Delivery Date Expenses:
Cost of Issuance
Underwriter's Discount

96,559,150.00

100,000.00
290,850.00
390,850.00
96,950,000.00
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BOND SUMMARY STATISTICS
Charlotte Red Line Corridor
Revenue Anticipation Note, Series 2013 - Charlotte Area Transit System
** Zero Coupon **
** Assumes Participating Localities Guarantee Sales Tax Payments **
** Assumes $113 Million CATS Contribution is Made in 2018 **
Dated Date
Delivery Date
Last Maturity

06/01/2013
06/01/2013
06/01/2018

Arbitrage Yield
True Interest Cost (TIC)
Net Interest Cost (NIC)
All-In TIC
Average Coupon

3.086579%
3.147605%
3.370000%
3.168634%
3.310000%

Average Life (years)
Duration of Issue (years)

5.000
5.000

Par Amount
Bond Proceeds
Total Interest
Net Interest
Total Debt Service
Maximum Annual Debt Service
Average Annual Debt Service

96,950,000.00
96,950,000.00
16,045,225.00
16,336,075.00
112,995,225.00
112,995,225.00
22,599,045.00

Underwriter's Fees (per $1000)
Average Takedown
Other Fee

3.000000

Total Underwriter's Discount

3.000000

Bid Price

Bond Component
Revenue Anticipation Note

99.700000

Par
Value

Price

Average
Coupon

Average
Life

96,950,000.00

100.000

3.310%

5.000

96,950,000.00

5.000

TIC

All-In
TIC

Arbitrage
Yield

Par Value
+ Accrued Interest
+ Premium (Discount)
- Underwriter's Discount
- Cost of Issuance Expense
- Other Amounts

96,950,000.00

96,950,000.00

96,950,000.00

-290,850.00

-290,850.00
-100,000.00

Target Value

96,659,150.00

96,559,150.00

96,950,000.00

06/01/2013
3.147605%

06/01/2013
3.168634%

06/01/2013
3.086579%

Target Date
Yield
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BOND DEBT SERVICE
Charlotte Red Line Corridor
Revenue Anticipation Note, Series 2013 - Charlotte Area Transit System
** Zero Coupon **
** Assumes Participating Localities Guarantee Sales Tax Payments **
** Assumes $113 Million CATS Contribution is Made in 2018 **

Period
Ending
06/01/2018

Annual
Debt
Service

Principal

Coupon

Interest

Debt
Service

96,950,000

3.310%

16,045,225

112,995,225

112,995,225

16,045,225

112,995,225

112,995,225

96,950,000
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NET DEBT SERVICE
Charlotte Red Line Corridor
Revenue Anticipation Note, Series 2013 - Charlotte Area Transit System
** Zero Coupon **
** Assumes Participating Localities Guarantee Sales Tax Payments **
** Assumes $113 Million CATS Contribution is Made in 2018 **
Period
Ending

Total
Debt Service

Net
Debt Service

06/01/2018

112,995,225

112,995,225

112,995,225

112,995,225
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PROJECT FUND
Charlotte Red Line Corridor
Revenue Anticipation Note, Series 2013 - Charlotte Area Transit System
** Zero Coupon **
** Assumes Participating Localities Guarantee Sales Tax Payments **
** Assumes $113 Million CATS Contribution is Made in 2018 **
Project Fund (PROJ)

Date
06/01/2013
07/01/2013
08/01/2013
09/01/2013
10/01/2013
11/01/2013
12/01/2013
01/01/2014
02/01/2014
03/01/2014
04/01/2014
05/01/2014
06/01/2014
07/01/2014
08/01/2014
09/01/2014
10/01/2014
11/01/2014
12/01/2014
01/01/2015
02/01/2015
03/01/2015
04/01/2015
05/01/2015
06/01/2015
07/01/2015
08/01/2015
09/01/2015
10/01/2015
11/01/2015
12/01/2015
01/01/2016
02/01/2016
03/01/2016
04/01/2016
05/01/2016
06/01/2016
07/01/2016
08/01/2016
09/01/2016
10/01/2016
11/01/2016
12/01/2016
01/01/2017

Deposit

Interest
@ 0.75%

96,559,150

282,610.34

298,090.79

253,279.82

208,300.81

163,153.12

117,836.14

72,349.21

Principal

Scheduled
Draws

Balance

2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
1,758,670.12
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
1,743,189.67
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
1,788,000.64
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
1,832,979.65
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
1,878,127.34
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
1,923,444.32
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
1,968,931.25
2,041,280.46
2,041,280.46

2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.46

94,517,869.54
92,476,589.08
90,435,308.62
88,394,028.16
86,352,747.70
84,594,077.58
82,552,797.12
80,511,516.66
78,470,236.20
76,428,955.74
74,387,675.28
72,644,485.61
70,603,205.15
68,561,924.69
66,520,644.23
64,479,363.77
62,438,083.31
60,650,082.67
58,608,802.21
56,567,521.75
54,526,241.29
52,484,960.83
50,443,680.37
48,610,700.72
46,569,420.26
44,528,139.80
42,486,859.34
40,445,578.88
38,404,298.42
36,526,171.08
34,484,890.62
32,443,610.16
30,402,329.70
28,361,049.24
26,319,768.78
24,396,324.46
22,355,044.00
20,313,763.54
18,272,483.08
16,231,202.62
14,189,922.16
12,220,990.91
10,179,710.45
8,138,429.99

Oct 31, 2011 8:44 am Prepared by Stone & Youngberg
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PROJECT FUND
Charlotte Red Line Corridor
Revenue Anticipation Note, Series 2013 - Charlotte Area Transit System
** Zero Coupon **
** Assumes Participating Localities Guarantee Sales Tax Payments **
** Assumes $113 Million CATS Contribution is Made in 2018 **
Project Fund (PROJ)

Date

Deposit

02/01/2017
03/01/2017
04/01/2017
05/01/2017
96,559,150

Interest
@ 0.75%

Principal

Scheduled
Draws

26,691.71

2,041,280.46
2,041,280.46
2,041,280.46
2,014,588.61

2,041,280.46
2,041,280.46
2,041,280.46
2,041,280.32

1,422,311.94

96,559,150.00

97,981,461.94

Yield To Receipt Date:
Arbitrage Yield:
Value of Negative Arbitrage:

0.7499916%
3.0865788%
4,224,489.36

Balance
6,097,149.53
4,055,869.07
2,014,588.61

Nov 2, 2011 11:26 am Prepared by Stone & Youngberg
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SOURCES AND USES OF FUNDS
Charlotte Red Line Corridor
Revenue Anticipation Note, Series 2013 - State of North Carolina
** Assumes State of North Carolina Guarantees $113 Million Contributions Made From 2014-2018 **
Sources:
Bond Proceeds:
Par Amount

106,880,000.00
106,880,000.00

Uses:
Project Fund Deposits:
Project Fund
Delivery Date Expenses:
Cost of Issuance
Underwriter's Discount

106,459,360.00

100,000.00
320,640.00
420,640.00
106,880,000.00

Nov 2, 2011 11:26 am Prepared by Stone & Youngberg
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BOND SUMMARY STATISTICS
Charlotte Red Line Corridor
Revenue Anticipation Note, Series 2013 - State of North Carolina
** Assumes State of North Carolina Guarantees $113 Million Contributions Made From 2014-2018 **
Dated Date
Delivery Date
Last Maturity

06/01/2013
06/01/2013
06/01/2018

Arbitrage Yield
True Interest Cost (TIC)
Net Interest Cost (NIC)
All-In TIC
Average Coupon

1.872139%
1.974562%
2.037276%
2.006593%
1.935626%

Average Life (years)
Duration of Issue (years)

2.951
2.961

Par Amount
Bond Proceeds
Total Interest
Net Interest
Total Debt Service
Maximum Annual Debt Service
Average Annual Debt Service

106,880,000.00
106,880,000.00
6,105,643.00
6,426,283.00
112,985,643.00
22,598,961.00
22,597,128.60

Underwriter's Fees (per $1000)
Average Takedown
Other Fee

3.000000

Total Underwriter's Discount

3.000000

Bid Price

Bond Component
Revenue Anticipation Note

99.700000

Par
Value

Price

Average
Coupon

Average
Life

106,880,000.00

100.000

1.936%

2.951

106,880,000.00

2.951

TIC

All-In
TIC

Arbitrage
Yield

Par Value
+ Accrued Interest
+ Premium (Discount)
- Underwriter's Discount
- Cost of Issuance Expense
- Other Amounts

106,880,000.00

106,880,000.00

106,880,000.00

-320,640.00

-320,640.00
-100,000.00

Target Value

106,559,360.00

106,459,360.00

106,880,000.00

06/01/2013
1.974562%

06/01/2013
2.006593%

06/01/2013
1.872139%

Target Date
Yield

Nov 2, 2011 11:26 am Prepared by Stone & Youngberg
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BOND DEBT SERVICE
Charlotte Red Line Corridor
Revenue Anticipation Note, Series 2013 - State of North Carolina
** Assumes State of North Carolina Guarantees $113 Million Contributions Made From 2014-2018 **
Period
Ending
06/01/2014
06/01/2015
06/01/2016
06/01/2017
06/01/2018

Principal

Coupon

Interest

Debt Service

Annual
Debt Service

22,335,000
21,945,000
21,445,000
20,900,000
20,255,000

1.180%
1.490%
1.790%
2.030%
2.310%

263,553.00
653,961.00
1,151,596.50
1,697,080.00
2,339,452.50

22,598,553.00
22,598,961.00
22,596,596.50
22,597,080.00
22,594,452.50

22,598,553.00
22,598,961.00
22,596,596.50
22,597,080.00
22,594,452.50

6,105,643.00

112,985,643.00

112,985,643.00

106,880,000

Nov 2, 2011 11:26 am Prepared by Stone & Youngberg
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NET DEBT SERVICE
Charlotte Red Line Corridor
Revenue Anticipation Note, Series 2013 - State of North Carolina
** Assumes State of North Carolina Guarantees $113 Million Contributions Made From 2014-2018 **

Date
06/01/2014
06/01/2015
06/01/2016
06/01/2017
06/01/2018

Total
Debt Service

Net
Debt Service

22,598,553.00
22,598,961.00
22,596,596.50
22,597,080.00
22,594,452.50

22,598,553.00
22,598,961.00
22,596,596.50
22,597,080.00
22,594,452.50

112,985,643.00

112,985,643.00

Nov 2, 2011 11:26 am Prepared by Stone & Youngberg
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BOND SOLUTION
Charlotte Red Line Corridor
Revenue Anticipation Note, Series 2013 - State of North Carolina
** Assumes State of North Carolina Guarantees $113 Million Contributions Made From 2014-2018 **
Period
Ending
06/01/2014
06/01/2015
06/01/2016
06/01/2017
06/01/2018

Proposed
Principal

Proposed
Debt Service

Total Adj
Debt Service

Revenue
Constraints

Unused
Revenues

Debt Serv
Coverage

22,335,000
21,945,000
21,445,000
20,900,000
20,255,000

22,598,553
22,598,961
22,596,597
22,597,080
22,594,453

22,598,553
22,598,961
22,596,597
22,597,080
22,594,453

22,600,000
22,600,000
22,600,000
22,600,000
22,600,000

1,447
1,039
3,404
2,920
5,548

100.00640%
100.00460%
100.01506%
100.01292%
100.02455%

106,880,000

112,985,643

112,985,643

113,000,000

14,357

Nov 2, 2011 11:26 am Prepared by Stone & Youngberg
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PROJECT FUND
Charlotte Red Line Corridor
Revenue Anticipation Note, Series 2013 - State of North Carolina
** Assumes State of North Carolina Guarantees $113 Million Contributions Made From 2014-2018 **
Project Fund (PROJ)

Date
06/01/2013
07/01/2013
08/01/2013
09/01/2013
10/01/2013
11/01/2013
12/01/2013
01/01/2014
02/01/2014
03/01/2014
04/01/2014
05/01/2014
06/01/2014
07/01/2014
08/01/2014
09/01/2014
10/01/2014
11/01/2014
12/01/2014
01/01/2015
02/01/2015
03/01/2015
04/01/2015
05/01/2015
06/01/2015
07/01/2015
08/01/2015
09/01/2015
10/01/2015
11/01/2015
12/01/2015
01/01/2016
02/01/2016
03/01/2016
04/01/2016
05/01/2016
06/01/2016
07/01/2016
08/01/2016
09/01/2016
10/01/2016
11/01/2016
12/01/2016
01/01/2017
02/01/2017
03/01/2017
04/01/2017
05/01/2017

Deposit

Interest
@ 0.75%

Principal

Scheduled
Draws

21,033.37

2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
1,880,887.18
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
1,930,138.72
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
1,979,574.95
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,029,196.56
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,079,004.25
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,128,998.73
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,179,180.68
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,229,537.33

2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,571.04
2,250,570.70

1,568,049.58

106,459,360.00

108,027,409.58

106,459,360

369,683.86

320,432.32

270,996.09

221,374.48

171,566.79

121,572.31

71,390.36

106,459,360

Balance
104,208,788.96
101,958,217.92
99,707,646.88
97,457,075.84
95,206,504.80
92,955,933.76
91,075,046.58
88,824,475.54
86,573,904.50
84,323,333.46
82,072,762.42
79,822,191.38
77,892,052.66
75,641,481.62
73,390,910.58
71,140,339.54
68,889,768.50
66,639,197.46
64,659,622.51
62,409,051.47
60,158,480.43
57,907,909.39
55,657,338.35
53,406,767.31
51,377,570.75
49,126,999.71
46,876,428.67
44,625,857.63
42,375,286.59
40,124,715.55
38,045,711.30
35,795,140.26
33,544,569.22
31,293,998.18
29,043,427.14
26,792,856.10
24,663,857.37
22,413,286.33
20,162,715.29
17,912,144.25
15,661,573.21
13,411,002.17
11,231,821.49
8,981,250.45
6,730,679.41
4,480,108.37
2,229,537.33

Nov 2, 2011 11:26 am Prepared by Stone & Youngberg
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PROJECT FUND
Charlotte Red Line Corridor
Revenue Anticipation Note, Series 2013 - State of North Carolina
** Assumes State of North Carolina Guarantees $113 Million Contributions Made From 2014-2018 **
Yield To Receipt Date:
Arbitrage Yield:
Value of Negative Arbitrage:

0.7499477%
1.8721385%
2,278,941.84

Nov 2, 2011 11:12 am Prepared by Stone & Youngberg
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SOURCES AND USES OF FUNDS
Charlotte Red Line Corridor
Special Assessment Revenue Bonds, Series 2013
** Assumes AA+/Aa1 Rated Transaction with State of North Carolina's Moral Obligation **
Sources:
Bond Proceeds:
Par Amount
Premium

230,520,000.00
24,646,254.85
255,166,254.85

Uses:
Project Fund Deposits:
Project Fund
Other Fund Deposits:
Debt Service Reserve Fund
Capitalized Interest Fund

Delivery Date Expenses:
Cost of Issuance
Underwriter's Discount

Other Uses of Funds:
Additional Proceeds

222,719,543.36

19,211,212.50
11,103,339.10
30,314,551.60

400,000.00
1,728,900.00
2,128,900.00

3,259.89
255,166,254.85

Nov 2, 2011 11:12 am Prepared by Stone & Youngberg
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BOND SUMMARY STATISTICS
Charlotte Red Line Corridor
Special Assessment Revenue Bonds, Series 2013
** Assumes AA+/Aa1 Rated Transaction with State of North Carolina's Moral Obligation **
Dated Date
Delivery Date
Last Maturity

06/01/2013
06/01/2013
06/01/2043

Arbitrage Yield
True Interest Cost (TIC)
Net Interest Cost (NIC)
All-In TIC
Average Coupon

4.129558%
4.183464%
4.474465%
4.196014%
4.968334%

Average Life (years)
Duration of Issue (years)

20.130
12.854

Par Amount
Bond Proceeds
Total Interest
Net Interest
Total Debt Service
Maximum Annual Debt Service
Average Annual Debt Service

230,520,000.00
255,166,254.85
230,549,100.00
207,631,745.15
461,069,100.00
34,062,000.00
15,368,970.00

Underwriter's Fees (per $1000)
Average Takedown
Other Fee

7.500000

Total Underwriter's Discount

7.500000

Bid Price

Bond Component
Serial Bonds
Term Bond

109.941591

Par
Value

Price

Average
Coupon

Average
Life

95,950,000.00
134,570,000.00

111.122
110.385

4.869%
5.000%

11.715
26.130

230,520,000.00

20.130

TIC

All-In
TIC

Arbitrage
Yield

Par Value
+ Accrued Interest
+ Premium (Discount)
- Underwriter's Discount
- Cost of Issuance Expense
- Other Amounts

230,520,000.00

230,520,000.00

230,520,000.00

24,646,254.85
-1,728,900.00

24,646,254.85
-1,728,900.00
-400,000.00

24,646,254.85

Target Value

253,437,354.85

253,037,354.85

255,166,254.85

06/01/2013
4.183464%

06/01/2013
4.196014%

06/01/2013
4.129558%

Target Date
Yield

Nov 2, 2011 11:12 am Prepared by Stone & Youngberg

(Finance 6.021 the red line:CRLC-2013B) Page 3

BOND PRICING
Charlotte Red Line Corridor
Special Assessment Revenue Bonds, Series 2013
** Assumes AA+/Aa1 Rated Transaction with State of North Carolina's Moral Obligation **

Bond Component

Maturity
Date

Premium
(-Discount)

Amount

Rate

Yield

Price

06/01/2015
06/01/2016
06/01/2017
06/01/2018
06/01/2019
06/01/2020
06/01/2021
06/01/2022
06/01/2023
06/01/2024
06/01/2025
06/01/2026
06/01/2027
06/01/2028
06/01/2029
06/01/2030
06/01/2031
06/01/2032

3,610,000
3,750,000
3,900,000
4,060,000
4,220,000
4,390,000
4,565,000
4,750,000
4,985,000
5,235,000
5,495,000
5,770,000
6,060,000
6,365,000
6,680,000
7,015,000
7,365,000
7,735,000
95,950,000

4.000%
4.000%
4.000%
4.000%
4.000%
4.000%
4.000%
5.000%
5.000%
5.000%
5.000%
5.000%
5.000%
5.000%
5.000%
5.000%
5.000%
5.000%

1.390%
1.770%
2.010%
2.280%
2.570%
2.810%
2.960%
3.090%
3.260%
3.420%
3.550%
3.660%
3.760%
3.860%
3.960%
4.060%
4.131%
4.210%

105.130
106.487
107.611
108.084
107.904
107.514
107.360
114.907
114.747
114.383
114.068
113.763
113.401
112.889
112.239
111.461
110.959
110.262

185,193.00
243,262.50
296,829.00
328,210.40
333,548.80
329,864.60
335,984.00
708,082.50
735,137.95
752,950.05
773,036.60
794,125.10
812,100.60
820,384.85
817,565.20
803,989.15
807,130.35
793,765.70
10,671,160.35

06/01/2043

134,570,000

5.000%

4.375%

110.385

13,975,094.50

Serial Bonds:

Term Bond:

230,520,000

Dated Date
Delivery Date
First Coupon

24,646,254.85

06/01/2013
06/01/2013
12/01/2013

Par Amount
Premium

230,520,000.00
24,646,254.85

Production
Underwriter's Discount

255,166,254.85
-1,728,900.00

110.691591%
-0.750000%

Purchase Price
Accrued Interest

253,437,354.85

109.941591%

Net Proceeds

253,437,354.85

Nov 2, 2011 11:12 am Prepared by Stone & Youngberg
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BOND DEBT SERVICE
Charlotte Red Line Corridor
Special Assessment Revenue Bonds, Series 2013
** Assumes AA+/Aa1 Rated Transaction with State of North Carolina's Moral Obligation **
Period
Ending
06/01/2014
06/01/2015
06/01/2016
06/01/2017
06/01/2018
06/01/2019
06/01/2020
06/01/2021
06/01/2022
06/01/2023
06/01/2024
06/01/2025
06/01/2026
06/01/2027
06/01/2028
06/01/2029
06/01/2030
06/01/2031
06/01/2032
06/01/2033
06/01/2034
06/01/2035
06/01/2036
06/01/2037
06/01/2038
06/01/2039
06/01/2040
06/01/2041
06/01/2042
06/01/2043

Principal

Coupon

Interest

Debt
Service

3,610,000
3,750,000
3,900,000
4,060,000
4,220,000
4,390,000
4,565,000
4,750,000
4,985,000
5,235,000
5,495,000
5,770,000
6,060,000
6,365,000
6,680,000
7,015,000
7,365,000
7,735,000
8,120,000
8,525,000
8,955,000
9,400,000
9,870,000
10,365,000
10,880,000
11,425,000
11,995,000
12,595,000
32,440,000

4.000%
4.000%
4.000%
4.000%
4.000%
4.000%
4.000%
5.000%
5.000%
5.000%
5.000%
5.000%
5.000%
5.000%
5.000%
5.000%
5.000%
5.000%
5.000%
5.000%
5.000%
5.000%
5.000%
5.000%
5.000%
5.000%
5.000%
5.000%
5.000%

11,241,050
11,241,050
11,096,650
10,946,650
10,790,650
10,628,250
10,459,450
10,283,850
10,101,250
9,863,750
9,614,500
9,352,750
9,078,000
8,789,500
8,486,500
8,168,250
7,834,250
7,483,500
7,115,250
6,728,500
6,322,500
5,896,250
5,448,500
4,978,500
4,485,000
3,966,750
3,422,750
2,851,500
2,251,750
1,622,000

11,241,050
14,851,050
14,846,650
14,846,650
14,850,650
14,848,250
14,849,450
14,848,850
14,851,250
14,848,750
14,849,500
14,847,750
14,848,000
14,849,500
14,851,500
14,848,250
14,849,250
14,848,500
14,850,250
14,848,500
14,847,500
14,851,250
14,848,500
14,848,500
14,850,000
14,846,750
14,847,750
14,846,500
14,846,750
34,062,000

230,549,100

461,069,100

230,520,000
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BOND DEBT SERVICE
Charlotte Red Line Corridor
Special Assessment Revenue Bonds, Series 2013
** Assumes AA+/Aa1 Rated Transaction with State of North Carolina's Moral Obligation **

Period
Ending
12/01/2013
06/01/2014
12/01/2014
06/01/2015
12/01/2015
06/01/2016
12/01/2016
06/01/2017
12/01/2017
06/01/2018
12/01/2018
06/01/2019
12/01/2019
06/01/2020
12/01/2020
06/01/2021
12/01/2021
06/01/2022
12/01/2022
06/01/2023
12/01/2023
06/01/2024
12/01/2024
06/01/2025
12/01/2025
06/01/2026
12/01/2026
06/01/2027
12/01/2027
06/01/2028
12/01/2028
06/01/2029
12/01/2029
06/01/2030
12/01/2030
06/01/2031
12/01/2031
06/01/2032
12/01/2032
06/01/2033
12/01/2033
06/01/2034
12/01/2034
06/01/2035
12/01/2035
06/01/2036
12/01/2036
06/01/2037
12/01/2037
06/01/2038
12/01/2038
06/01/2039
12/01/2039

Principal

Coupon

3,610,000

4.000%

3,750,000

4.000%

3,900,000

4.000%

4,060,000

4.000%

4,220,000

4.000%

4,390,000

4.000%

4,565,000

4.000%

4,750,000

5.000%

4,985,000

5.000%

5,235,000

5.000%

5,495,000

5.000%

5,770,000

5.000%

6,060,000

5.000%

6,365,000

5.000%

6,680,000

5.000%

7,015,000

5.000%

7,365,000

5.000%

7,735,000

5.000%

8,120,000

5.000%

8,525,000

5.000%

8,955,000

5.000%

9,400,000

5.000%

9,870,000

5.000%

10,365,000

5.000%

10,880,000

5.000%

Interest

Debt
Service

5,620,525
5,620,525
5,620,525
5,620,525
5,548,325
5,548,325
5,473,325
5,473,325
5,395,325
5,395,325
5,314,125
5,314,125
5,229,725
5,229,725
5,141,925
5,141,925
5,050,625
5,050,625
4,931,875
4,931,875
4,807,250
4,807,250
4,676,375
4,676,375
4,539,000
4,539,000
4,394,750
4,394,750
4,243,250
4,243,250
4,084,125
4,084,125
3,917,125
3,917,125
3,741,750
3,741,750
3,557,625
3,557,625
3,364,250
3,364,250
3,161,250
3,161,250
2,948,125
2,948,125
2,724,250
2,724,250
2,489,250
2,489,250
2,242,500
2,242,500
1,983,375
1,983,375
1,711,375

5,620,525
5,620,525
5,620,525
9,230,525
5,548,325
9,298,325
5,473,325
9,373,325
5,395,325
9,455,325
5,314,125
9,534,125
5,229,725
9,619,725
5,141,925
9,706,925
5,050,625
9,800,625
4,931,875
9,916,875
4,807,250
10,042,250
4,676,375
10,171,375
4,539,000
10,309,000
4,394,750
10,454,750
4,243,250
10,608,250
4,084,125
10,764,125
3,917,125
10,932,125
3,741,750
11,106,750
3,557,625
11,292,625
3,364,250
11,484,250
3,161,250
11,686,250
2,948,125
11,903,125
2,724,250
12,124,250
2,489,250
12,359,250
2,242,500
12,607,500
1,983,375
12,863,375
1,711,375

Annual
Debt
Service

11,241,050
14,851,050
14,846,650
14,846,650
14,850,650
14,848,250
14,849,450
14,848,850
14,851,250
14,848,750
14,849,500
14,847,750
14,848,000
14,849,500
14,851,500
14,848,250
14,849,250
14,848,500
14,850,250
14,848,500
14,847,500
14,851,250
14,848,500
14,848,500
14,850,000
14,846,750

Nov 2, 2011 11:12 am Prepared by Stone & Youngberg

(Finance 6.021 the red line:CRLC-2013B) Page 6

BOND DEBT SERVICE
Charlotte Red Line Corridor
Special Assessment Revenue Bonds, Series 2013
** Assumes AA+/Aa1 Rated Transaction with State of North Carolina's Moral Obligation **

Period
Ending
06/01/2040
12/01/2040
06/01/2041
12/01/2041
06/01/2042
12/01/2042
06/01/2043

Principal

Coupon

Interest

Debt
Service

11,425,000

5.000%

11,995,000

5.000%

12,595,000

5.000%

32,440,000

5.000%

1,711,375
1,425,750
1,425,750
1,125,875
1,125,875
811,000
811,000

13,136,375
1,425,750
13,420,750
1,125,875
13,720,875
811,000
33,251,000

230,549,100

461,069,100

230,520,000

Annual
Debt
Service
14,847,750
14,846,500
14,846,750
34,062,000
461,069,100
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NET DEBT SERVICE
Charlotte Red Line Corridor
Special Assessment Revenue Bonds, Series 2013
** Assumes AA+/Aa1 Rated Transaction with State of North Carolina's Moral Obligation **

Period
Ending
06/01/2014
06/01/2015
06/01/2016
06/01/2017
06/01/2018
06/01/2019
06/01/2020
06/01/2021
06/01/2022
06/01/2023
06/01/2024
06/01/2025
06/01/2026
06/01/2027
06/01/2028
06/01/2029
06/01/2030
06/01/2031
06/01/2032
06/01/2033
06/01/2034
06/01/2035
06/01/2036
06/01/2037
06/01/2038
06/01/2039
06/01/2040
06/01/2041
06/01/2042
06/01/2043

Total
Debt Service

Debt Service
Reserve Fund

11,241,050
14,851,050
14,846,650
14,846,650
14,850,650
14,848,250
14,849,450
14,848,850
14,851,250
14,848,750
14,849,500
14,847,750
14,848,000
14,849,500
14,851,500
14,848,250
14,849,250
14,848,500
14,850,250
14,848,500
14,847,500
14,851,250
14,848,500
14,848,500
14,850,000
14,846,750
14,847,750
14,846,500
14,846,750
34,062,000

96,056.06
96,056.06
96,056.06
96,056.06
96,056.06
96,056.06
96,056.06
96,056.06
96,056.06
96,056.06
96,056.06
96,056.06
96,056.06
96,056.06
96,056.06
96,056.06
96,056.06
96,056.06
96,056.06
96,056.06
96,056.06
96,056.06
96,056.06
96,056.06
96,056.06
96,056.06
96,056.06
96,056.06
19,307,268.56

461,069,100

21,996,838.24

Capitalized
Interest
Fund

Net
Debt Service

11,241,050
14,754,993.94
14,750,593.94
14,750,593.94
14,754,593.94
14,752,193.94
14,753,393.94
14,752,793.94
14,755,193.94
14,752,693.94
14,753,443.94
14,751,693.94
14,751,943.94
14,753,443.94
14,755,443.94
14,752,193.94
14,753,193.94
14,752,443.94
14,754,193.94
14,752,443.94
14,751,443.94
14,755,193.94
14,752,443.94
14,752,443.94
14,753,943.94
14,750,693.94
14,751,693.94
14,750,443.94
14,750,693.94
14,754,731.44
11,241,050

427,831,211.76
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BOND SOLUTION
Charlotte Red Line Corridor
Special Assessment Revenue Bonds, Series 2013
** Assumes AA+/Aa1 Rated Transaction with State of North Carolina's Moral Obligation **
Period
Ending
06/01/2014
06/01/2015
06/01/2016
06/01/2017
06/01/2018
06/01/2019
06/01/2020
06/01/2021
06/01/2022
06/01/2023
06/01/2024
06/01/2025
06/01/2026
06/01/2027
06/01/2028
06/01/2029
06/01/2030
06/01/2031
06/01/2032
06/01/2033
06/01/2034
06/01/2035
06/01/2036
06/01/2037
06/01/2038
06/01/2039
06/01/2040
06/01/2041
06/01/2042
06/01/2043

Proposed
Principal

Proposed
Debt Service

Debt Service
Adjustments

Total Adj
Debt Service

Revenue
Constraints

Unused
Revenues

Debt Serv
Coverage

3,610,000
3,750,000
3,900,000
4,060,000
4,220,000
4,390,000
4,565,000
4,750,000
4,985,000
5,235,000
5,495,000
5,770,000
6,060,000
6,365,000
6,680,000
7,015,000
7,365,000
7,735,000
8,120,000
8,525,000
8,955,000
9,400,000
9,870,000
10,365,000
10,880,000
11,425,000
11,995,000
12,595,000
32,440,000

11,241,050
14,851,050
14,846,650
14,846,650
14,850,650
14,848,250
14,849,450
14,848,850
14,851,250
14,848,750
14,849,500
14,847,750
14,848,000
14,849,500
14,851,500
14,848,250
14,849,250
14,848,500
14,850,250
14,848,500
14,847,500
14,851,250
14,848,500
14,848,500
14,850,000
14,846,750
14,847,750
14,846,500
14,846,750
34,062,000

-11,241,050
-96,056
-96,056
-96,056
-96,056
-96,056
-96,056
-96,056
-96,056
-96,056
-96,056
-96,056
-96,056
-96,056
-96,056
-96,056
-96,056
-96,056
-96,056
-96,056
-96,056
-96,056
-96,056
-96,056
-96,056
-96,056
-96,056
-96,056
-96,056
-19,307,269

14,754,994
14,750,594
14,750,594
14,754,594
14,752,194
14,753,394
14,752,794
14,755,194
14,752,694
14,753,444
14,751,694
14,751,944
14,753,444
14,755,444
14,752,194
14,753,194
14,752,444
14,754,194
14,752,444
14,751,444
14,755,194
14,752,444
14,752,444
14,753,944
14,750,694
14,751,694
14,750,444
14,750,694
14,754,731

20,941,786
21,201,537
24,735,367
29,894,483
34,641,595
40,093,181
43,857,786
45,587,040
47,635,495
48,842,107
50,605,731
51,096,440
52,515,122
53,093,540
54,459,439
54,898,081
55,477,730
55,846,653
56,393,909
56,675,123
57,097,340
57,466,263
57,623,696
58,776,170
59,951,693
61,150,727
62,373,742
63,621,217
64,893,641

6,186,792
6,450,943
9,984,773
15,139,890
19,889,401
25,339,787
29,104,992
30,831,846
32,882,801
34,088,663
35,854,037
36,344,496
37,761,678
38,338,096
39,707,245
40,144,887
40,725,286
41,092,459
41,641,465
41,923,679
42,342,146
42,713,820
42,871,252
44,022,226
45,200,999
46,399,033
47,623,298
48,870,523
50,138,909

141.93016%
143.73345%
167.69065%
202.61136%
234.82335%
271.75565%
297.28461%
308.95588%
322.89354%
331.05563%
343.05030%
346.37089%
355.95161%
359.82340%
369.16163%
372.10980%
376.05789%
378.51375%
382.26825%
384.20051%
386.96435%
389.53724%
390.60441%
398.37599%
406.43304%
414.53359%
422.86010%
431.30999%
439.81580%

230,520,000

461,069,100

-33,237,888

427,831,212

1,441,446,633

1,013,615,421

Notes:
Projected TIF and special assessment revenues through 2037 provided by Mark Briggs and increase 2% annually thereafter.
Excess TIF and special assessment revenues from 2014 applied to debt service in 2015.
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PROJECT FUND
Charlotte Red Line Corridor
Special Assessment Revenue Bonds, Series 2013
** Assumes AA+/Aa1 Rated Transaction with State of North Carolina's Moral Obligation **
Project Fund (PROJ)

Date
06/01/2013
07/01/2013
08/01/2013
09/01/2013
10/01/2013
11/01/2013
12/01/2013
01/01/2014
02/01/2014
03/01/2014
04/01/2014
05/01/2014
06/01/2014
07/01/2014
08/01/2014
09/01/2014
10/01/2014
11/01/2014
12/01/2014
01/01/2015
02/01/2015
03/01/2015
04/01/2015
05/01/2015
06/01/2015
07/01/2015
08/01/2015
09/01/2015
10/01/2015
11/01/2015
12/01/2015
01/01/2016
02/01/2016
03/01/2016
04/01/2016
05/01/2016
06/01/2016
07/01/2016
08/01/2016
09/01/2016
10/01/2016
11/01/2016
12/01/2016
01/01/2017
02/01/2017
03/01/2017
04/01/2017
05/01/2017

Deposit

Interest
@ 0.75%

Principal

Scheduled
Draws

44,003.16

4,708,333.00
4,708,333.00
4,708,333.00
4,708,333.00
4,708,333.00
4,708,333.00
3,934,931.58
4,708,333.00
4,708,333.00
4,708,333.00
4,708,333.00
4,708,333.00
4,037,968.82
4,708,333.00
4,708,333.00
4,708,333.00
4,708,333.00
4,708,333.00
4,141,392.45
4,708,333.00
4,708,333.00
4,708,333.00
4,708,333.00
4,708,333.00
4,245,203.91
4,708,333.00
4,708,333.00
4,708,333.00
4,708,333.00
4,708,333.00
4,349,404.67
4,708,333.00
4,708,333.00
4,708,333.00
4,708,333.00
4,708,333.00
4,453,996.18
4,708,333.00
4,708,333.00
4,708,333.00
4,708,333.00
4,708,333.00
4,558,979.91
4,708,333.00
4,708,333.00
4,708,333.00
4,708,333.00
4,664,345.84

4,708,333
4,708,333
4,708,333
4,708,333
4,708,333
4,708,333
4,708,333
4,708,333
4,708,333
4,708,333
4,708,333
4,708,333
4,708,333
4,708,333
4,708,333
4,708,333
4,708,333
4,708,333
4,708,333
4,708,333
4,708,333
4,708,333
4,708,333
4,708,333
4,708,333
4,708,333
4,708,333
4,708,333
4,708,333
4,708,333
4,708,333
4,708,333
4,708,333
4,708,333
4,708,333
4,708,333
4,708,333
4,708,333
4,708,333
4,708,333
4,708,333
4,708,333
4,708,333
4,708,333
4,708,333
4,708,333
4,708,333
4,708,349

3,280,456.64

222,719,543.36

226,000,000

222,719,543.36

773,401.42

670,364.18

566,940.55

463,129.09

358,928.33

254,336.82

149,353.09

222,719,543.36

Balance
218,011,210.36
213,302,877.36
208,594,544.36
203,886,211.36
199,177,878.36
194,469,545.36
190,534,613.78
185,826,280.78
181,117,947.78
176,409,614.78
171,701,281.78
166,992,948.78
162,954,979.96
158,246,646.96
153,538,313.96
148,829,980.96
144,121,647.96
139,413,314.96
135,271,922.51
130,563,589.51
125,855,256.51
121,146,923.51
116,438,590.51
111,730,257.51
107,485,053.60
102,776,720.60
98,068,387.60
93,360,054.60
88,651,721.60
83,943,388.60
79,593,983.93
74,885,650.93
70,177,317.93
65,468,984.93
60,760,651.93
56,052,318.93
51,598,322.75
46,889,989.75
42,181,656.75
37,473,323.75
32,764,990.75
28,056,657.75
23,497,677.84
18,789,344.84
14,081,011.84
9,372,678.84
4,664,345.84
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PROJECT FUND
Charlotte Red Line Corridor
Special Assessment Revenue Bonds, Series 2013
** Assumes AA+/Aa1 Rated Transaction with State of North Carolina's Moral Obligation **
Yield To Receipt Date:
Arbitrage Yield:
Value of Negative Arbitrage:

0.7499477%
4.1295577%
13,872,698.60
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RESERVE FUND
Charlotte Red Line Corridor
Special Assessment Revenue Bonds, Series 2013
** Assumes AA+/Aa1 Rated Transaction with State of North Carolina's Moral Obligation **
Debt Service Reserve Fund (DSRF)

Date
06/01/2013
12/01/2013
06/01/2014
12/01/2014
06/01/2015
12/01/2015
06/01/2016
12/01/2016
06/01/2017
12/01/2017
06/01/2018
12/01/2018
06/01/2019
12/01/2019
06/01/2020
12/01/2020
06/01/2021
12/01/2021
06/01/2022
12/01/2022
06/01/2023
12/01/2023
06/01/2024
12/01/2024
06/01/2025
12/01/2025
06/01/2026
12/01/2026
06/01/2027
12/01/2027
06/01/2028
12/01/2028
06/01/2029
12/01/2029
06/01/2030
12/01/2030
06/01/2031
12/01/2031
06/01/2032
12/01/2032
06/01/2033
12/01/2033
06/01/2034
12/01/2034
06/01/2035
12/01/2035
06/01/2036
12/01/2036
06/01/2037
12/01/2037
06/01/2038

Deposit

Interest
@ 0.5%

Principal

Capitalized
Interest Fund

Debt Service

Balance

-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03

19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50

19,211,212.50
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03

-48,028.03
-48,028.03
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RESERVE FUND
Charlotte Red Line Corridor
Special Assessment Revenue Bonds, Series 2013
** Assumes AA+/Aa1 Rated Transaction with State of North Carolina's Moral Obligation **
Debt Service Reserve Fund (DSRF)

Date

Deposit

12/01/2038
06/01/2039
12/01/2039
06/01/2040
12/01/2040
06/01/2041
12/01/2041
06/01/2042
12/01/2042
06/01/2043
19,211,212.50

Interest
@ 0.5%

Principal

48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03
48,028.03

19,211,212.50

2,881,681.80

19,211,212.50

Yield To Receipt Date:
Arbitrage Yield:
Value of Negative Arbitrage:

Capitalized
Interest Fund

-96,056.06

0.5000000%
4.1295577%
11,931,207.68

Debt Service

Balance

-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-48,028.03
-19,259,240.53

19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50
19,211,212.50

-21,996,838.24
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RESERVE FUND
Charlotte Red Line Corridor
Special Assessment Revenue Bonds, Series 2013
** Assumes AA+/Aa1 Rated Transaction with State of North Carolina's Moral Obligation **
Capitalized Interest Fund (CAPI)

Date
06/01/2013
12/01/2013
06/01/2014

Deposit

Interest
@ 0.5%

Principal

Debt Service
Reserve Fund

Scheduled
Draws

Balance

27,758.35
13,896.50

5,544,738.62
5,558,600.47

48,028.03
48,028.03

5,620,525
5,620,525

11,103,339.10
5,558,600.48
0.01

41,654.85

11,103,339.09

96,056.06

11,241,050

11,103,339.10

11,103,339.10

Yield To Receipt Date:
Arbitrage Yield:
Value of Negative Arbitrage:

0.4999999%
4.1295577%
294,260.79
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M
Memor
andum
T
To:

Mark Brigggs
Brent Jeffccoat

F
From:

ngwish, Mana
aging Director
Daniel Gan

C
CC:

Ramiro Alb
barran, Mana
aging Directorr
Jeff Hyman
n, Managing Director

D
Date:

Novemberr 21, 2011

R
Re:

Initial Thoughts on Fun
nding Charlottte Red Line

T memo outtlines our initiaal thoughts on funding the Ch
This
harlotte Red Line. The focus will be on num
mbers and raising project
f
funding
in the capital markets. We will no
ot address speecific legal, pollicy or equity concerns
c
– theey are not igno
ored, but I
in
ntend to use reeasonable assu
umptions so th
he plan will be attainable and
d yet easily grasped.
W have brokeen out the cre
We
edit into component parts, for several reasons. First, it is simpler to understand if we isolate
in
ndividual credit characteristiics. Second we can better phase bond salees, which can reduce the am
mount of bondss sold, and
m
most
importan
ntly it will miniimize the credit enhancement needed to support the deebt. A fundam
mental goal is to
t create a
f
financing
plan that requires minimum
m
outsside credit support. Are the projected revenues sufficien
nt to finance this project
IF the JPA, TIF and
a assessmen
nt districts werre formed? Alm
most – and we explain how and
a why below
w.

F
Facts/Assum
mptions
T Red Line is a 25 mile com
The
mmuter line thaat runs on existting Norfolk So
outhern rail roaad lines from
m downtown Charlotte
n
north
through the towns of
o Huntersvillee, Cornelius, Davidson
D
and terminating in Mooresvillee at the Low
we’s World
H
Headquarters
c
campus.
Please
e refer to the Appendix
A
for a detailed map of the North Corridor
C
Rail Co
ommuter Projeect.
T funding will include an upgrade
The
u
of thee tracks, purch
hase of rolling stock, buildin
ng the stationss and local infrrastructure
r
required
for access to the staations.
S
Since
NC DOT and
a CATS are paying
p
for halff of the cost off the Red Line,, the other 50%
% will come frrom local property taxes,
w
which
are a com
mbination of assessments
a
an
nd tax incremeent revenues. The assessments are based upon value – so
s have an
im
mmediately bo
ondable tax levvy. The tax increment will be
b based (prim
marily) on new construction values.
v
The asssessments
w NOT be on owner‐occupied property while
will
w
tax increm
ment will be on
n all property. The projected development values are
s
shown
in the taable below.
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Developm
ment Type Detaill
TAX INCREM
MENT DETAILS

SPEC
CIAL ASSESSMENT DETA
AILS

Assessed
Value

% Total

Value

653,835,0
000
755,340,0
000
306,340,0
000
1,715,515,0
000

13.12%
15.15%
6.15%
34.42%

0
0
24,600,000
24,600,000

0.00
0%
0.00
0%
0.74
4%
0.74
4%

Office

1,265,289,650

25.38%

1,265,289,650

38.02
2%

MFH

1,021,570,0
000

20.49%

1,043,770,000

31.37
7%

Retail

404,104,600

8.11%

404,104,600

12.14
4%

Industrial Fre ight

256,000,0
000

5.14%

280,750,000

8.44
4%

Commercial

149,739,0
000

3.00%

136,979,000

4.12
2%

Hotel

153,765,0
000

3.08%

153,765,000

4.62
2%

18,800,0
000

0.38%

18,300,000

0.55
5%

4,984,783,250

100%

3
3,327,558,250

100%
%

Owner Occup
pied
SFD
Codo
Townhomees

Parking

% Total

SSpecific Assu
umptions


The nu
umbers above and below aree based upon the
t MASTER6 worksheet
w
provvided from Maark Briggs on 11/15/11.



The paarticipating jurrisdictions havee formed a JPA
A and will assign all TIF and asssessment reveenues to the JP
PA;



The Sttate of NC spon
nsors the JPA and
a credit supp
ports the (miniimum amount of) bonds;



Appro
ovals are obtaiined in a timeely manner ‐ local approvalss, creation of the TIF and Assessment
A
districts and
adoption of the Finaance Plan durin
ng 2012;



Assum
me the bonds will
w be issued January 1, 2014 and the fun
nds will be expended in eveen monthly draaws for 48
month
hs between 1/1
1/14 and 1/1/1
18;



The to
otal costs are $456M
$
in 2018 dollars, so thaat is the target for the net bond proceeds;



Both the
t Charlotte Area
A
Transit Syystem (CATS) and the State of NC will contrribute 25% eacch (or $114 milllion each).
DOT will
w contribute in even quartterly payments from 4/1/14
4 to 1/1/18 an
nd CATS will co
ontribute in a lump sum
7/1/18
8.
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O
Objectives
W have brokeen out the finan
We
ncing into indivvidual credit and used the fo
ollowing objecttives to create our finance plaan.
1.

We strructure and se
ell separate (no
ot blended) creedits.

2.

We seell only the bon
nds we need, when
w
we need them.

3.

We minimize external guarantees or credit support.

4.

THE only external credit support co
onsidered is th
he state and NO
OT any local go
overnmental agency.

5.

We seell the riskiest part
p of the capital stack first.

T general fraamework mean
This
ns
1.

NC DO
OT pays 25% (w
which won’t bee financed sincee it is received evenly througghout the consstruction period
d).

2.

CATS pays
p
25% in a lump
l
sum after construction so it will be fin
nanced with a short‐term, stand‐alone note.

3.

Assesssment bonds will
w be 25% and
d will be sold upfront
u
(1) beccause there is current value to
t support theeir sale and
(2) selling NR bondss would be a critical item in
n advance of spending
s
otheer funds with the
t expectatio
on that NR
assesssment bonds could
c
be sold later. We willl be limited to
o an amount that can be supported (with coverage)
from assessments
a
avvailable on thee date of bond sale.

4. TIF boonds will pay foor 25%. Thesee bonds will neeed to be soldd last because there is no inccrement on daay one and
the latter they are so
old the more support
s
from increment theyy will have. They will still neeed credit enh
hancement
for a period
p
of time.
R
Revenue
Source
e

Timing

Credit Quality

Conclusion

N DOT
NC

During construction

AAA

G
Use as PAYG

C
CATS

After consttruction

A category

Stand‐alone
e RANs

A
Assessement

Immediate
ely available

et NR Assessm
ment Bonds
NR, but very attrractive to marke

T Increment
Tax

Available only
o after new construction
c
No revenues, un
nsellable

JPA BANs, backstopped by State of
NC, offset by TIF, refinance
ed ASAP

Municipal and
a Infrastructuree Finance Group

PA G E 4 O F 10

C
Capital
Plan
O goal is to provide
Our
p
a capittal plan that balances the ceertainty of capiital, the timingg of capital neeeds, and cost. Below we
laayout a timingg plan based on
o the four creedits, that we believe best meets
m
this goaal. We need to
o fund $456mm over 48
m
months
or $28
8.5mm per quaarter. We havve some exterrnal funding DO
OT and CATS and need to sell
s property taax secured
b
bonds
for the remainder.
r
Th
he total funding must be com
mmitted to and
d not at risk to
o commence construction. There
T
is no
p
property
tax increment yet.


Seriess 2 ‐ NC DOT ‐ Pay
P as you Go
o (PAYG) – sincce this money is
i coming in att $7.125mm peer quarter over the exact
same period as construction (whiich is expendin
ng $28.5mm per
p quarter) it makes no sen
nse to bond fiinance this
compo
onent and so we
w don’t. If itt were to come in at the end of constructtion, we would
d note finance, see CATS
below
w.



Seriess 1 ‐ Assessmen
nt Bonds – Thiis would be the first sale of bonds.
b
It is im
mmediately creedit worthy since there is
$1.3b in assessed vaalue over some diversified group
g
of parcels versus a $17
70mm bond isssue or a 7.8:1
1 VTL. The
immed
diate 0.75% assessment lien
n provides $9
9.959mm of asssessment revvenues annually. Secondly, since this
property is expected
d to develop, both
b
the assesssment revenuees and the valu
ue to lien will in
ncrease which provides a
very good
g
incentive for high yield investors to purchase these bonds. Finally, since this is the riskiest bo
ond sale, it
should
d come first so
o the other con
ntributors (DOTT and CATS) an
nd later TIF invvestors are nott worried abou
ut that 25%
of the capital stack being
b
raised in a timely mann
ner.



Seriess 3 ‐ CATS Nottes – These funds are to com
me in at the end
e of constru
uction. We haave assumed them being
availab
ble on 7/1/18. This is a 25
5% contributio
on of constructtion costs and
d we assume the
t need to net fund to
obtain
n these funds during
d
the earrlier constructiion period. Th
hese revenue anticipation
a
no
otes become the
t second
bond sale.
s



Seriess 4 – JPA (TIF‐b
backed) Notes – As mentioneed previously there are no TIF revenues on day one and yet
y it is the
most powerful reve
enue creator. So we want to
t sell TIF secu
ured bonds last to see how
w much TIF revvenues are
createed before sale so
s we are closer to the pointt of a stand‐alo
one TIF transacction. Again, frrom a credit peerspective,
this would
w
be a veryy large, well divversified TIF district. With a large ($1.327mm) base valu
ue there is a faair amount
of pottential volatilityy (a TIF credit term
t
where yo
ou divide the in
ncremental value by the basee value to deteermine the
potential volatility in
n TIF revenuess based upon changes
c
in thee overall propeerty valuation)) in the TIF revvenues but
otherw
wise a very solid credit. Our thoughts herre are for the JPA to issue sh
hort‐term (1‐3
3 year) bond anticipation
notes secured by a State of NC gu
uarantee, with
h debt service to be covered by tax increm
ment. We havee assumed
capitalized interest throughout
t
co
onstruction as we don’t know
w exactly wheen tax increment revenues will
w flow in.
At a near
n
point in th
he future (we assumed July 2018) these notes will be reestructured (po
otentially alon
ng with the
assesssment bonds) into a stand‐alone, solely TIF secured bon
nd issue. We are aggregatin
ng surplus tax‐‐increment
revenu
ues during con
nstruction and using those ass a source in the refinancing.
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B
Below
we outline preliminaryy sources and uses
u
for the bo
ond issues prevviously described. The Assesssment bonds, DOT
D Grant,
C
CATS
notes, and North Carolina (TIF backed
d) notes generaate $456 millio
on of net proceeeds.
P
Preliminary
Bond Statistics
S
and Sourcces and Uses
Bond Summary Statisstics:
B
Series

Construction
1

Consstruction
2

Assesssment

Isssue
Sttructure
R
Rating
Category
D
Dated
Date
M
Maturity
Term (years)
C
Cap‐I
until
A
Average
Coupon
A
Average
Life (years)
M
MADS
(Gross DS)
A
AADS
(Gross DS)

DOTT Grant

Bonds
NR
1/1
1/2014
7/1
1/2043
29.50
1/1
1/2016
6.10%
2
20.100
11,640,000
11,315,401

Sources:
Par
D
Discount
Funds on Hand
T
Total
Sources

$ 139,850,000
$
(4,985,753)
‐
$
$ 134,864,247

Uses:
U
Project Fund
C
Capitalized
Interest Fund
F
D
Debt
Service Reserve Fund
C
Cost
of Issuance
A
Additional
Proceeds
T
Total
Uses

$ 120,000,000
$
‐
$
10,859,875
$
4,000,000
$
4,372
$ 134,864,247

Construction
C
3
Charllotte Area
Transsit System
Notes
A+
4/1/2015
7/1/2018
3.25
7/1/2018
2.50%
2.500
NA
NA

PAYG

$

114,0
000,000

Construction
4
Nortth Carolina
(TI F backed)
Notes
AAA
7/1/2016
7/1/2018
2.00
7/1/2018
2.00%
2.000
NA
NA

Total

$
$
$
$

11
14,000,000
‐
‐
11
14,000,000

$
$
$
$

124,275,000
‐
‐
124,275,000

$
$
$
$

378,125,000
‐
‐
378,125,000

$
$
$
$
$
$

10
03,737,500
9,262,500
‐
1,000,000
‐
11
14,000,000

$
$

118,300,000
4,971,000

$
$
$

1,000,000
4,000
124,275,000

$
$
$
$
$
$

456,037,500
14,233,500
10,859,875
6,000,000
8,372
487,139,247

A
Additionally,
th
he following table depicts the
t sources an
nd uses and capital expenditures by mon
nth during thee four year
c
construction
p
period.
Assumiing equal con
nstruction draw
ws of $28.5 million
m
per qu
uarter, we asssume The Red
d Line will
im
mplement a multi‐phase
m
borrrowing strategy to meet cap
pital expenditu
ures. Note the analysis does not include an
ny interest
e
earned
on the construction fund
f
(since currrent money fu
und rates are essentially
e
zero
o) or special asssessment/tax increment
r
revenues
remaining in excesss of debt servicce (discussed fu
urther below).
Beginning
B
Balance

Yr
0
1
1
1
1
2
2
2
2
3
3
3
3
4
4
4
4

Cumul.
C
Qtr
0
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16

Date

Beginning
Balance

01/01/14
04/01/14
07/01/14
10/01/14
01/01/15
04/01/15
07/01/15
10/01/15
01/01/16
04/01/16
07/01/16
10/01/16
01/01/17
04/01/17
07/01/17
10/01/17

$
‐
$ 98,625,000
$ 77,250,000
$ 55,875,000
$ 34,500,000
$ 13,125,000
$ 95,487,500
$ 74,112,500
$ 52,737,500
$ 31,362,500
$
9,987,500
$ 106,912,500
$ 85,537,500
$ 64,162,500
$ 42,787,500
$ 21,412,500

Sources
Borrrowing and DOT Fu
unds

Asse
essment
B
Bonds

DOT
Funds

CATS Notes

NC‐backed
N
TIF Notes

Total

7,125,0
000
$ 127,1
125,000
000
$
125,000
7,125,0
7,1
000
$
125,000
7,125,0
7,1
7,125,0
7,1
000
$
125,000
000
$
125,000
7,125,0
7,1
000 $ 103,737,500
$ 110,8
862,500
7,125,0
7,125,0
7,1
000
$
125,000
000
$
125,000
7,125,0
7,1
000
$
125,000
7,125,0
7,1
7,125,0
7,1
000
$
125,000
7,125,0
000
$ 118,300,000 $ 125,4
425,000
7,125,0
7,1
000
$
125,000
7,125,0
7,1
000
$
125,000
7,125,0
7,1
000
$
125,000
000
$
125,000
7,125,0
7,1
000
$
125,000
7,125,0
7,1

$

1
120,000,000
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

$

1
120,000,000
$114,000,0
000 $ 103,737,500 $ 118,300,000 $ 456,0
037,500

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

Uses
CapEx

Ending
Balance

CapEX

Ending
Balance

(28,500,00
00)
(28,500,00
00)
(28,500,00
00)
(28,500,00
00)
(28,500,00
00)
(28,500,00
00)
(28,500,00
00)
(28,500,00
00)
(28,500,00
00)
(28,500,00
00)
(28,500,00
00)
(28,500,00
00)
(28,500,00
00)
(28,500,00
00)
(28,500,00
00)
(28,500,00
00)

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

‐
98,625,000
77,250,000
55,875,000
34,500,000
13,125,000
95,487,500
74,112,500
52,737,500
31,362,500
9,987,500
106,912,500
85,537,500
64,162,500
42,787,500
21,412,500
37,500

$ (456,000,00
00)
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Q
Questions
Reegarding Taxx Increment
T tax increm
The
ment revenue line is a steep
p upward slopiing line. As was
w shown in the
t first table,, redevelopmeent around
s
stations
generaates tax increm
ment and assessments.
S
Since
we canno
ot be sure whe
en these tax inccrement revenues comes in, we fully bond (note) fund co
onstruction cossts.
H
However,
we have
h
assumed these
t
tax increement revenuees come in as sccheduled are used
u
as source in the TIF notee
r
refinancing
(as well as the sam
me concept in the assessmen
nt refinancing)).

L
Long
Term Financing Issu
ues
T
Thus
far we have focused on
n creating sufficient funds to pay for all thee construction dollars. We also
a need to exxamine the
c
cash
flow supporting both the
e assessment and
a TIF bonds.
F
Firstly,
consideer the assessm
ment and tax in
ncrement reveenues during the
t constructio
on period. As shown below,, projected
a
assessment
revvenues are mo
ore than enouggh to cover thee interest on the
t assessment bonds from 2014‐2017. Acccording to
e
existing
develo
opment area asssumptions, th
here will be ap
pproximately $32 million in accrued
a
assessment revenuees available
a the end of the constructio
at
on period. Simiilarly, it is also projected thaat properties will
w be generating tax increm
ment during
the constructio
on period. Therre could be app
proximately $2
26 million in exxcess tax increm
ment revenuess generated byy 2018.
Cash Flow Analysis
C
s
P
Projected
Assessme
ent and Tax Increme
ent Revenues vs. De
ebt Service

Yr
Y
0
1
1
1
1
2
2
2
2
3
3
3
3
4
4
4
4

Cumul.
Qtr
0
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16

Date
01/01/14
04/01/14
07/01/14
10/01/14
01/01/15
04/01/15
07/01/15
10/01/15
01/01/16
04/01/16
07/01/16
10/01/16
01/01/17
04/01/17
07/01/17
10/01/17

Asssessments

Assessme
ent
Bond DSS

Excess of
Assess. over
DS

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

$

3,176,141
3,176,141
3,176,141
3,176,141
3,667,359
3,667,359
3,667,359
3,667,359
3,952,305
3,952,305
3,952,305
3,952,305
4,502,815
4,502,815
4,502,815
4,502,815

‐
‐
856
4,160,8
‐
856
4,160,8
‐
856
4,160,8
‐
856
4,160,8
‐
856
4,160,8
‐
856
4,160,8
‐
856
4,160,8
‐

3,176,141
3,176,141
(984,715)
3,176,141
(493,497)
3,667,359
(493,497)
3,667,359
(208,551)
3,952,305
(208,551)
3,952,305
341,959
4,502,815
341,959
4,502,815

61,194,485 $ 29,125,9
994 $ 32,068,491

Tax
ncrement
In
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

775,358
775,358
775,358
775,358
1,297,939
1,297,939
1,297,939
1,297,939
1,809,954
1,809,954
1,809,954
1,809,954
2,635,380
2,635,380
2,635,380
2,635,380

$ 26,074,524

Excess of
TI over DS

TI DS
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

‐
‐
‐
‐
‐
‐
‐
‐
‐
‐
‐
‐
‐
‐
‐
‐

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

775,358
775,358
775,358
775,358
1,297,939
1,297,939
1,297,939
1,297,939
1,809,954
1,809,954
1,809,954
1,809,954
2,635,380
2,635,380
2,635,380
2,635,380

$ 26,074,524

G
Guggenheim
reecommends Charlotte use excess revenuees as a “sourcee” of funds to reduce the paar amount of the
t special
a
assessment
and
d tax incremen
nt refunding bo
ond issues to be
b sold in 2018
8.
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O the followin
On
ng page, we provide graphs of
o projected revenues and deebt service for the special asssessment and tax
t
in
ncrement com
mponents of the
e Charlotte Red Line financin
ngs.

A we have disccussed, the exccess revenues will go to pay down the debtt is some sort of
As
o “turbo” fash
hion or will be reduced
w credits retturned to eithe
with
er the propertyy owners (asseessments) or pu
ublic agencies (tax incrementt).
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Debtt Service
e versus Revenues
Debt Service versus Special Assessment
A
Rev
venues

Speccial Assessment Refunding Bonds Debt Se rvice
Speccial Assessment Bond
ds Non‐Rated Debt Seervice
Speccial Assessment Reveenue
Basee Year Assessments (aassumes no developm
ment)

35,000,000

30,000,000

25,000,000

2029: 3.74x
DS Coverage
D

20,000,000

2034-2043:
age
3.88x DS Covera

2019: 2.9
96x
DS Coverrage

15,000,000

10,000,000

5,000,000

0

Debt Service
e versus Tax Inc
crement Revenu
ues
35,000,000

Debt Serrvice (Tax Increme
ent Bonds)

Projected Tax Increment Revenu
ues

Debt Service and Revenues

30,000,000

25,000,000

20,000,000

15,000,000

2029: 3.60x
overage
DS Co

2039: 3.72x
DS Coverage

2019: 2.46x
DS Coverage

10,000,000

5,000,000

0
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