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1 Executive Summary 

1.1 Purpose of Analysis 
The purpose of this planning-level analysis is to assess the approximate tax rates for financing a portion 
of the costs of the Corridor Cities Transitway (CCT), a proposed bus rapid transit (BRT) line in 
Montgomery County, with a special taxing district. This analysis was requested by the Commercial 
Property Owners Coalition (CPOC), a group representing multiple property owners along the CCT 
corridor, and was completed in coordination with the Montgomery County Department of 
Transportation (MCDOT) and the Maryland Department of Transportation (MDOT). The project team 
included participation from CPOC, MCDOT, and MDOT. The analysis provides a preliminary 
understanding of potential alternatives to levy a special tax rate on certain properties within a district to 
generate revenue to repay principal and interest on bonds issued to finance a portion of CCT project 
costs. 

1.2 Analysis Framework and Assumptions 
The analysis assessed financing $100 million of CCT project costs1 and resulted in four alternative special 
taxing districts (“tax districts”) for consideration. The boundaries of the tax districts are based on either 
distance to the planned BRT corridor or distance from a planned BRT station. The analysis excludes any 
properties that will not be subject to the special tax such as most tax-exempt properties and certain 
residential properties.  

Alternative Tax Districts Under Consideration 

1) Partially to 100% within Quarter-mile of Corridor 
2) 100% within Half-mile of Corridor 
3) Partially to 100% Within Half-mile of Stations 
4) Partially to 100% within Half-mile of Corridor 

The analysis entailed making planning-level assumptions for the bond issuance. For each of the tax 
districts included in the analysis, annual debt service payments were estimated assuming two interest 
rates (4.0 percent and 5.5 percent) and two bond terms (20-years and 30-years). In addition, 
assumptions were made for debt service structure and coverage, credit ratings, reserves, costs of 
issuance, and other factors.2 Assumptions are based on a prior Montgomery County special taxing 
district bond issuance and broader municipal bond market data research.  
  

                                                           
1 Project costs include CCT capital costs, bond issuance costs, and debt service reserve funds for bonds. 
2 The project team is not a registered municipal advisor; financing assumptions used in the analysis are subject to change based 
on market conditions, policy decisions, legislative changes, stress testing by rating agencies and other analysts, and other factors. 
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1.3 Estimated Special Tax Rates 
The special tax rate required in each tax district to repay the CCT bonds was calculated based on the 
estimated annual debt service. Table 1 summarizes the resulting estimated tax rates for the four tax 
districts under consideration to show the range of potential special tax rates necessary to support the 
bond issuance. Tax rates shown are per $100 of assessed value. The ‘Final Year Tax Rate’ assumes the 
tax districts’ assessed values increase over time allowing for a decrease in the special tax rates required 
to meet the annual debt service requirements. 

Table 1: Debt Service Payments and Special Tax Rates 

    Special Tax Rates* by Bond Term and Interest 
Rate** 

   Bond Term 20-Year 20-Year 30-Year 30-Year 
   Interest Rate 5.50% 4.00% 5.50% 4.00% 

Reference Distance Qualifier 
Annual Debt 

Service $8,367,933 $7,358,175 $6,880,539 $5,783,010 

Corridor Qtr.-mile Partially to 100% 

First Year Tax 
Rate $0.1701 $0.1496 $0.1399 $0.1176 

Final Year 
Tax Rate $0.1014 $0.0892 $0.0635 $0.0534 

Corridor Half-mile 100% 

First Year Tax 
Rate $0.1416 $0.1245 $0.1164 $0.0979 

Final Year 
Tax Rate $0.0844 $0.0742 $0.0529 $0.0445 

Stations Half-mile Partially to 100% 

First Year Tax 
Rate $0.1312 $0.1153 $0.1078 $0.0906 

Final Year 
Tax Rate $0.0782 $0.0688 $0.0490 $0.0412 

Corridor Half-mile Partially to 100% 

First Year Tax 
Rate $0.1232 $0.1084 $0.1013 $0.0852 

Final Year 
Tax Rate $0.0735 $0.0646 $0.0460 $0.0387 

*Tax rates are per $100 of assessed value 
** For $100 million bond financing 
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2 Background 
The Corridor Cities Transitway (CCT) is a potential 15-mile bus rapid transit (BRT) project in Montgomery 
County, Maryland that would extend from the Comsat facility near Clarksburg to the Shady Grove Metro 
station. The project is currently designed to have two phases. Phase 1 covers nine miles from the 
Metropolitan Grove Maryland Area Regional Commuter (MARC) station to the Shady Grove Metro 
station, and would provide transit service to new and existing centers of commerce, residential, and 
educational development, including Metropolitan Grove, Kentlands, The Universities at Shady Grove, 
Life Sciences Center (LSC), Crown Farm, and King Farm. These developments have been planned and 
constructed as transit-oriented mixed-use developments.  

The capital cost estimate for Phase 1 of the CCT is approximately $500 million. The cost estimate 
includes capital costs as well as costs associated with right-of-way (ROW) acquisitions, vehicle 
purchases, and professional services such as engineering and project management for design and 
construction. This technical memorandum outlines a preliminary planning-level assessment of the 
annual debt service requirements for a bond issuance that results in proceeds of $100 million and the 
revenue-generating potential of alternative special taxing districts (“tax districts”) to repay the bonds 
(“CCT bonds”).  

3 Methodology 
The analysis initially included twelve alternative tax districts. The boundaries of the tax districts are 
based on either distance to the planned BRT corridor or distance from a planned BRT station (please see 
Appendix I for maps of each tax district). Montgomery County provided the data file which listed the 
assessed values of the properties in each tax district. The project team decided that properties such as 
tax-exempt properties and certain residential properties were to be excluded from the analysis as they 
would not be subject to the special tax.3 

The estimated annual debt service on a $100 million bond issuance was then calculated to determine 
the tax rate that would need to be assessed in each tax district to support the debt service on the CCT 
bonds (please see Appendix II for reports detailing the estimated special tax rates for each tax district). 
The following subsections provide details on the analysis’ framework and assumptions.   

3.1 Assessed Values of the Alternative Tax Districts 
The properties in the data file were marked as falling within a tax district boundary as determined by the 
following criteria: 

1. Point of reference: BRT Corridor or BRT Stations 
2. Distance to point of reference: Quarter-mile or Half-mile 
3. Within boundary qualifier: Partially to 100 percent, at least 50 percent, or 100 percent of 

property within the boundary  

After calculating the current total assessed value of the properties within each tax district, potential 
growth in assessed values was then estimated based on the 10-year historical growth in commercial 
property values for all of Montgomery County from FY2008 to FY2017.4 The data resulted in a projected 
annualized growth rate of approximately 2.76 percent (please see Appendix III for the detailed historical 

                                                           
3 The data file included certain properties that are currently not assessed a property tax, but were determined by CPOC as 
potential payers of the special tax.  
4 Montgomery County 2017 Comprehensive Annual Financial Report.  
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assessed value data). For the purposes of this analysis, assumptions of projected growth in assessed 
values of the tax districts will result in decreases to their respective special tax rates while maintaining 
the overall annual revenue amount needed to meet the annual debt service requirement for the CCT 
bonds. From a property owner’s perspective, if their property increases in value at the same rate as the 
County as a whole, the annual dollar amount they would pay in special taxes will stay constant as the 
special tax rate will decrease accordingly. 

3.2 Bond Assumptions 
In addition to the assumptions related to the tax districts, the financing analysis includes numerous 
planning-level assumptions related to the CCT bonds including debt service structure, interest rates, 
credit ratings, debt service coverage requirements, reserves, costs of issuance, and other factors.5 Table 
2 provides a summary of the bond assumptions. Rationale for each assumption is discussed in the 
subsections below.  

Table 2: Summary of Bond Assumptions 

Factor Assumption 
Source of Financing Special Taxing District Bonds 
Repayment Sources Special Taxing District Revenues 
Credit Rating Single ‘A’ 
Interest Rate 4.0 percent and 5.5 percent 
Amortization Structure Level annual debt service 
Bond Term 20-years and 30-years 
Debt Service Coverage Ratio 1.11 times 
Debt Service Reserve Fund 10 percent of principal amount of bonds 
Cost of Issuance 1.5 percent of principal amount of bonds 

 
Credit Rating 
A key factor in determining the estimated interest rate for a bond issuance is the bonds’ credit rating. 
The assumed credit rating for the CCT bonds is a single-A based on the strong credit ratings of municipal 
bonds issued by Montgomery County, and on the credit rating of a prior bond issuance for a 
Montgomery County special taxing district. 

The State of Maryland has existing legislation that enables the creation of special taxing districts by 
counties and municipalities.6 Montgomery County has previously issued bonds on behalf of two special 
taxing districts.7 The most recent issuance occurred in 2014 on behalf of the West Germantown 
Development District.8 While issued by Montgomery County, the bonds (“West Germantown bonds”) 
are not considered liabilities of the County, and only the special taxes and assessments from the district 
are pledged to the repayment of the bonds. It is assumed the CCT bonds would also be non-recourse to 
the County and repaid solely by the tax district revenues.  

                                                           
5 The project team is not a registered municipal advisor; financing assumptions used in the analysis are subject to change based 
on market conditions, policy decisions, legislative changes, stress testing by rating agencies and other analysts, and other factors. 
6 Code of Maryland Local Government, Division IV. Local Finance [Titles 16-23] Title 21. Special Taxing Districts. 
7 Montgomery County. Debt Summary. Retrieved November 11, 2018 from 
https://www.montgomerycountymd.gov/bonds/debt.html 
8 Issuance of $12.025 million in bonds to refund outstanding bonds previously issued on behalf of the district to finance the 
construction of infrastructure.  
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At the time of issuance, the West Germantown bonds received an A+ rating from both Fitch and 
Standard & Poor’s (S&P).9 According to Electronic Municipal Market Access (EMMA), the official source 
for municipal securities data and disclosure documents, the bonds have maintained the S&P rating of A+ 
and are now rated AAA by Fitch.10 The County also maintains AAA ratings from Moody’s, Fitch, and S&P 
for its general obligation bonds.11 The strong assessed value property base of Montgomery County is a 
primary factor for those ratings, but unlike the County’s general obligation bonds, the full faith and 
credit of the County will not be pledged to the CCT bonds. As such, similar to the West Germantown 
bonds, the CCT bonds are assumed to receive a single-A rating at time of issuance. 

Interest Rate 
The analysis calculated the debt service requirements that result from a 4.0 percent interest rate and a 
5.5 percent interest rate. The range in rates is provided given the preliminary nature of the analysis and 
sensitivity to market conditions and other factors at the time of issuance. The interest rates are based 
on a review of the current and historic trends in the Bond Buyer 20 Index (20-Bond Index). The index 
serves as a common industry standard developed from a portfolio of 20 general obligation bonds that 
mature in 20 years with average ratings equivalent to Moody's Aa2 and S&P's AA. Appendix IV shows 
the historic values for the 20-Bond Index. While the rate has trended up since 2016, it is still at historic 
lows when reviewing rates since 1970. As of November 15, 2018, the 20-Bond Index rate is 4.3 
percent.12 Based on this rate and historic trends, and considering the assumed single-A credit rating of 
the CCT bonds is lower than that of the index and an assumed 30-year term is longer than that of the 
index, the analysis looks at debt service requirements assuming rates of both 4.0 percent and 5.5 
percent.13 

Amortization Structure and Bond Term 
The analysis looks at the debt service requirements of both a 20-year and a 30-year bond term which 
are typical terms for financings for infrastructure investments such as the CCT. The debt service 
structure assumes level debt service, which means that the required amount of debt service to be paid 
in each year remains constant.   

Debt Service Coverage Ratio 
Projected revenues must exceed annual debt service payments by a certain minimum amount to comply 
with bond covenants that provide assurances to investors that the debt service will be paid. This is 
measured in the ‘debt service coverage ratio’ which is based on the credit quality of the bonds and other 
factors. For example, the West Germantown bonds’ official statement projects that a debt service 
coverage ratio of at least 1.11 will be maintained throughout the term of the bond. An assumed debt 
service coverage ratio of 1.11 is used in the analysis based on the West Germantown bonds.  

Debt Service Reserve Fund 
Establishment of a debt service reserve fund is a common practice that provides a resource to draw on if 
collected tax revenues are insufficient to meet debt service requirements. For the purpose of the 

                                                           
9 M&T Securities, Inc. (2014, August 13). Official Statement Dated August 13, 2014 - $12,025,000 Montgomery County, 
Maryland Special Obligation Refunding Bonds (West Germantown Development District) Senior Series 2014. 
10 EMMA. Issue Details - Montgomery County Maryland Special Obligation Refunding Bonds West Germantown Development 
District Senior Series 2014 (MD). Retrieved November 13, 2018 from https://emma.msrb.org/IssueView/Details/ER363217 
11 EMMA. Bond Search. https://emma.msrb.org/Search/Search.aspx 
12 WM Financial Strategies. Rates Over Time - Interest Rate Trends. Retrieved November 20, 2018 from 
http://www.munibondadvisor.com/market.htm 
13 Given the preliminary nature of the analysis, it is assumed that the coupon rate equals the yield. 
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planning-level analysis, a debt service reserve fund in the amount of 10 percent of bond proceeds ($10 
million) is assumed. 

Costs of Issuance 
The issuance of bonds incurs costs such as legal fees, registered municipal advisor fees, underwriter’s 
discount, trustee fees, and others. These costs vary depending on the complexity of the issuance. Given 
the preliminary nature of the analysis, it is assumed that the costs of issuance total 1.5 percent of bond 
proceeds ($1.5 million). 

4 Findings 

4.1 Assessed Values of Alternative Tax Districts 
This analysis focuses on the four potential tax districts with initial year special tax rates no greater than 
$0.18 per $100 of assessed value, which was the special tax rate assumed in the 2014 West 
Germantown bond issuance. Taking into account that special tax rate limit, the project team retained 
four alternative tax districts of the original twelve for consideration. Table 3 lists the four alternative tax 
districts that remain for consideration, and includes the number of properties and total assessed value 
in each district.14 

Table 3: Alternative Tax Districts for Consideration 

Reference Distance Qualifier 
Number of 
Properties Total Assessed Value 

Corridor Quarter-mile Partially to 100% 474 $5,459,873,400 

Corridor Half-mile 100% 703 $6,559,763,800 

Stations Half-mile Partially to 100% 712 $7,081,662,100 

Corridor Half-mile Partially to 100% 782 $7,537,832,900 

 
  

                                                           
14 The tables in Appendix II detail the boundaries, assessed values, and estimated special tax rates for all of the original 12 initial 
tax districts. 
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4.2 Debt Service and Special Tax Rates by Alternative Tax District 
To determine the estimated special tax rates, the total assessed value of each alternative tax district was 
compared to the debt service requirements. The special tax rates for the tax districts range from 
$0.1701 to $0.0852 per $100 of assessed value in the first year. If growth in assessed values is assumed, 
the rates for the final year of maturity range from $0.1014 to $0.0387, as rates are assumed to decrease 
accordingly while maintaining debt service coverage requirements. The highs and lows in the ranges 
represent the best- and worst-case scenarios based on the bond assumptions and assessed values. The 
resulting estimated tax rates are detailed in Table 4 and are sorted in descending order from top to 
bottom and from left to right. 

Table 4: Debt Service Payments and Special Tax Rates 

    Special Tax Rates* by Bond Term and Interest 
Rate** 

   Bond Term 20-Year 20-Year 30-Year 30-Year 
   Interest Rate 5.50% 4.00% 5.50% 4.00% 

Reference Distance Qualifier Annual Debt 
Service $8,367,933 $7,358,175 $6,880,539 $5,783,010 

Corridor Qtr.-mile Partially to 100% 

First Year Tax 
Rate $0.1701 $0.1496 $0.1399 $0.1176 

Final Year 
Tax Rate $0.1014 $0.0892 $0.0635 $0.0534 

Corridor Half-mile 100% 

First Year Tax 
Rate $0.1416 $0.1245 $0.1164 $0.0979 

Final Year 
Tax Rate $0.0844 $0.0742 $0.0529 $0.0445 

Stations Half-mile Partially to 100% 

First Year Tax 
Rate $0.1312 $0.1153 $0.1078 $0.0906 

Final Year 
Tax Rate $0.0782 $0.0688 $0.0490 $0.0412 

Corridor Half-mile Partially to 100% 

First Year Tax 
Rate $0.1232 $0.1084 $0.1013 $0.0852 

Final Year 
Tax Rate $0.0735 $0.0646 $0.0460 $0.0387 

*Tax rates are per $100 of assessed value 
** For $100 million bond financing 

5 Conclusion 
This analysis provides a preliminary approximation of the special tax rates needed to support the bond 
issuance of $100 million to fund a portion of the CCT construction costs. If consideration of a CCT tax 
district advances, the services of a registered municipal advisor and bond counsel should be engaged to 
analyze the full set of assumptions and legislative requirements for a CCT tax district bond issuance. 
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6.1 Appendix I – Maps of Alternative Tax Districts 
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6.2 Appendix II – Alternative Tax District Special Tax Rates: Detailed Reports 
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6.3 Appendix III – Assessed Values of Commercial Property in Montgomery 
County FY2008-17 

 

Montgomery County  
Assessed Value of Taxable Property 
FY 2008 to FY 2017  

  
Fiscal Year Commercial/Other Properties 

HISTORICAL AMOUNTS 
2008 $32,303,514,880 
2009 $34,814,939,022 
2010 $35,947,649,976 
2011 $36,011,884,254 
2012 $32,683,331,619 
2013 $33,489,446,285 
2014 $34,855,968,247 
2015 $35,726,782,876 
2016 $39,947,771,504 
2017 $41,267,669,577 

HISTORICAL GROWTH 
2009 8% 
2010 3% 
2011 0% 
2012 -9% 
2013 2% 
2014 4% 
2015 2% 
2016 12% 
2017 3% 

  
Overall Growth Rate 27.75% 

  
Annualized Growth Rate 2.7585% 

  
  

Source: Montgomery County, MD. (2017). Comprehensive Annual Financial Report. 

https://www.montgomerycountymd.gov/finance/resources/files/data/financial/cafr/FY2017_CAFR.PDF 

  

https://www.montgomerycountymd.gov/finance/resources/files/data/financial/cafr/FY2017_CAFR.PDF
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6.4 Appendix IV – Historical 20-Bond Index Rates 
 

 

 
Source: WM Financial Strategies. Rates Over Time - Interest Rate Trends. Retrieved on November 26, 2018 from 
http://www.munibondadvisor.com/market.htm 
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