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NAVY HILL PROJECT
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• Allows the City of Richmond to use 2.025% of state sales and use tax 
revenue (not dedicated to schools or transportation) to pay the debt 
service for the arena

• This applies to the purchase of construction materials and sales on Blocks 
A, B, C, D, E, F, I, N, and U (Project Blocks)

• Virginia State Code §58.1-608.3 already allows the City of Richmond to 
capture a portion of state sales and use tax revenue to construct an arena,  
convention hotel, and adjacent facilities

• Virginia State Code §15.2-5113, §15.2-5931, §15.2-5932, and §15.2-5933 
enabled the City of Virginia Beach to use state sales and use tax revenue 
for a redevelopment project to construct a sports and entertainment district

• 2020 General Assembly Session
o HB120 Virginia Beach – extends and modifies the financing structure enabled 

by Virginia State Code §15.2-5113, §15.2-5931, §15.2-5932, and §15.2-5933
o HB559 Norfolk – financing of an arena and facility
o SB163 Chesapeake – adds outdoor amphitheater to the list of authorized 

public facilities…retain sales and use tax revenue generated…to pay off bonds

HB 1345
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PUBLIC BENEFITS PAID FOR WITH PRIVATE DOLLARS

Title Amount Description

Affordable Housing $23,400,000 + Developer self-subsidy for affordable housing

Affordable Housing $10,000,000 + Philanthropic Funding

Convention Hotel $65,000,000 + No public incentives to build and operate the 
524 room full service convention hotel

Historic Restoration
& Preservation of 
Public Buildings

$20,000,000 + Restoration and preservation of the Historic 
Blues Armory and Richmond Garage

MBE Participation $300,000,000 Commitment for minority business participation 
in the project

Public Infrastructure $28,000,000 +
______________

Construction of public infrastructure required 
for the project

Total $446,400,000 +



Restructured IFA
MuniCap Projection 28-C

January 27, 2020





Projection 27-A (last iteration) vs. 28-C

Projection 27-A
• Used new incremental real estate tax revenue 

from the 80 block area in Downtown 
Richmond

• Approximately $172 million over the life of the 
bonds

• Dominion Tower 1 valued at $326 million
• Partial state sales tax revenue (2.025%) 

utilized due to existing Virginia legislation
• Virginia Code 58.1-608.3 
• Only for Arena, Armory, Blocks F, A2, and A3

Projection 28-C
• Removed new incremental real estate tax 

revenue from the 80 block area in Downtown 
Richmond ($172 million)

• Adjusted Dominion Tower 1 value to $307 
million

• Assumes a portion of state sales and use tax 
revenues (2.025%) from overall Navy Hill 
development blocks would be available for 
debt service

• This is the effect of HB 1345
• Results in approximately $55.7 million over the life 

of the bonds 



Bond Sizing for MuniCap Projection 28-C

Total Issuance: $280,525,000.00

Proceeds for Construction: $225,000,000.00

Term: Approximately 28 years

Minimum Debt Service Coverage: 1.5x

Assumed Rates: 5.50% for Tax-Exempt, 7.25% for Taxable

Maturity: 19.6 years to expected payoff

Turbo Redemptions: Yes - excess revenues shared 50/50 with City

Excess Cashflow to City (Gross): Approximately $596 Million
Years 1-10:   Approx. $39.5 Million



Pledged Revenues for the Bonds

• Taxes from
• Incremental Real Estate
• Meals (except 1.5% for schools)
• Sales (2.025% state, 1.00% 

local)
• Lodging
• BPOL

• Other Revenues
• Portions of Arena and 

Districtwide Sponsorships
• Incremental Parking Revenues



Changes for next set of Projections

• Modify Projections based on 
updated Master Plan, uses, and 
schedule



How Each MuniCap Projection is Prepared

• MuniCap receives instructions from the development team to adjust their revenue projections. These 
iterations occur for various reasons, such as adjustments to:

• The density within the core Navy Hill project, which is market-driven;
• The project schedule which affects when revenues become available;
• Key bond market assumptions, such as interest rates.

• MuniCap prepares a new set of projections and submits to the development team.

• The development team reviews internally, seeks further iterations if necessary.

• The projections are sent to the bond underwriters at Citigroup and JP Morgan Chase to create a new debt 
model for sizing the potential bond issuance.

• This bond model is sent back to MuniCap for them to incorporate in the correlating set of revenue 
projections.

• Once all these steps are completed, both MuniCap our bond underwriters’ models are in alignment. 
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QUESTIONS

https://navyhillrva.com/
https://navyhillrva.com/
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